
AÉROPOSTALE, INC. 2009 ANNUAL REPORT



Aéropostale, Inc. is a mall-based, specialty 
retailer of casual apparel and accessories, 
principally targeting 14 to 17 year-old young 
women and men through its Aéropostale® 
stores and 7 to 12 year-old kids through its 
P.S. from Aéropostale® stores. The Company 
provides customers with a focused selection 
of high-quality, active-oriented, fashion and 
fashion basic merchandise at compelling 
values. Aéropostale® maintains control 
over its proprietary brands by designing, 
sourcing, marketing and selling all of its own 
merchandise. Aéropostale® products can only 
be purchased in its Aéropostale® stores and 
online at www.aeropostale.com. P.S. from 
Aéropostale® products can be purchased in 
P.S. from Aéropostale® stores and online 
at www.ps4u.com. The Company currently 
operates over 900 Aéropostale® stores in 
49 states, Puerto Rico and Canada and over 
20 P.S. from Aéropostale® stores in eight states. 
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At Aéropostale®, our core values 
have helped us evolve, grow, and 
achieve record results. We are 
energized by our success, but we 
refuse to be complacent. Every day, 
we put our values into practice, 
striving to exceed the expectations 
of our shareholders and customers, 
further strengthening our Company.
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We respect our customers, employees and partners. We 
honor our heritage and embrace the future. Aéropostale® 
saw unprecedented results in 2009 by staying true to our 
roots as a promotional specialty store and offering the 
customer exceptional fashion and value every day. Our 
record results in 2009 include a same store sales increase 
of 10%, net sales growth of 18% and diluted earnings per 
share growth of 54%. 

We respect our employees and partners by listening to 
them and creating an environment that fosters integrity, 
teamwork and compassion.

RESPECT

We respect our employees and 

partners by listening to them and 

creating an environment that fosters 

integrity, teamwork and compassion.
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INTEGRITY

We are committed 

to a vision of success 

that involves doing 

the right thing. 

We strive to “do the right thing” every day. We’ve created 
an environment that is open, honest and ethical for our 
employees and partners so they can share ideas candidly 
and communicate freely.  We value our teammates and 
pride ourselves on leveraging everyone’s strengths, while 
providing support whenever and wherever it is needed. This 
is how we work on making the right choices each and every 
day. We are committed to a vision of success that involves 
doing the right thing. 
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Our employees are special people, 

determined and committed to drive the 

Company’s success and enrich the work 

environment.
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Our unique culture fuels Aéropostale’s 
accomplishments. Our employees are special 
people who empower and encourage one 
another. They are determined and committed 
to driving the Company’s success and enriching 
the work environment through communication 
and collaboration. We are led by a strong team 
with strategic vision. Through teamwork, we will 
embrace the future and transform our vision of 
growth into reality.

TEAMWORK
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At Aéropostale®, we strive to meet the needs of our customers, and we also 
strive to recognize the needs of our community. We are steadily working 
to increase the difference we make in our global community. In 2009, we 
showed heart and compassion through the following initiatives: 

•  Giving 50,000 bears to children in hospitals and those in need 
during the holidays.

•  Donating more than 100,000 coats to U.S. and Canadian shelters.
•  Rallying behind “Teens for Jeans” to collect and donate 625,000 pairs 

of jeans to homeless teens in the U.S. and Canada, as well as to victims 
of the 2009 earthquake in Haiti.

•  Product donations of over $2.0 million to Fashion Delivers™ 
Charitable Foundation, Inc.

COMPASSION

“ Philanthropy is important; nobody ever 

thinks their life will go in the wrong 

direction. What I hope you will do 

is not look on idly as others support 

Aero Cares, but become an incredibly 

articulate advocate for giving.”

Julian Geiger
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DEAR SHAREHOLDERS

We are thrilled to report that 2009 represented yet 
another year of exceptional results for Aéropostale®.  
We delivered record-breaking sales, record-breaking 
earnings and record-breaking margins. These results 
were delivered against a backdrop of one of the most 
challenging economic periods in history. Equally as 
impressive as our financial results for the year, we 
continued building brand momentum and gaining 
market share, as demonstrated by the achievement of 
our 13th year of consecutive same store sales increases. 
It was truly an incredible year for Aéropostale®.

Very briefly, here are some of our 2009 financial 
achievements:

•  Increased our total net sales by 18% to $2.2 billion
•  Increased our same store sales by 10% for the year, 

compared to an 8% increase in 2008
•  Posted net earnings of $2.27 per diluted share, a 

54% increase over earnings of $1.47 per diluted 
share last year*

•  Achieved operating margins in excess of 17%
•  Increased net sales from our e-commerce business 

by 48% to $129.0 million
•  Improved sales productivity to over $620 per 

square foot
•  Returned over $174 million to shareholders through 

our share repurchase program by repurchasing over 
7.6 million shares of our stock

In addition to our financial successes, we also reached 
the following milestones in our business:

•  Launched the next great brand, P.S. from Aéropostale®

•  Began our global expansion program by opening our 
first stores outside of North America, in Dubai, UAE

•  Opened our third distribution center, located in Ontario, 
Canada, to further increase our speed to market

•  Implemented state of the art supply chain technology 
to maximize profitability

These accomplishments underscore the strength of the 
Aéropostale® brand, as well as the nimble and flexible 
nature of our business model. 

Our success, however, would not be possible without the 
dedication and commitment of over 14,000 Aéropostale® 
employees across the United States, Canada and Puerto 
Rico. Our people are our greatest single asset – maintaining 
and safeguarding our culture will always be our highest 
priority. We believe in investing in and developing each of 
our employees, affording them the opportunity to reach 
their full potential. To support these beliefs, we launched an 
extensive corporate training program called Aero Academy.
This program is focused on employee development and 
training, while also instilling and supporting our core 
corporate values. As we strive to support our employees, we 
are also very proud to support a variety of social programs 
targeted at helping those in need, including Aero Cares, 
Teens for Jeans and Fashion Delivers™, to name a few. In 
addition, we are honored to have been recognized as 
”One of the Top 40 Companies to Work for in New York” 
an achievement which underscores our commitment to 
being one of the finest corporate cultures in all of retail. 

While we are thrilled with our achievements and past 
successes, we are intently focused on those long-term 
initiatives that will position us for continued and sustained 
growth. For 2010 we will maintain our brand momentum 
by continuing to offer our customers what they desire most 
from us, great fashion at compelling values. Accordingly, we 
will continue optimizing key product classifications, offering 
fresh and new promotions designed to drive traffic, and 
creating a fun and exciting shopping experience. At the 
same time, our product development teams remain keenly 
focused on enhancing the product and capitalizing on 
emerging fashion trends, while always staying true to the
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*Earnings Per Share amounts were retroactively adjusted for the common stock split announced on February 3, 2010.

Aéropostale® brand. Separately, as part of our multi-year 
strategy, we continue to invest in supply chain technology. 
In 2010 we are enhancing these technologies with order 
optimization, a tool which will allow us to maximize 
our in-stock position. We believe these investments in 
our infrastructure will allow us to achieve even greater 
operational excellence and continued margin improvement. 

As we implement these initiatives for 2010 and beyond, 
we will also focus on reaching more customers through 
both the e-commerce channel and the continued opening 
of new stores. While our e-commerce business has had 
tremendous sales increases over the past five years, we still 
believe that the potential for future growth is significant. 
Moving forward we will continue to target the cross-channel 
shopper, in addition to exploring new ways to reach our 
customers through social media and other technologies. 
We are also expanding our real estate opportunities for the 
Aéropostale® brand by selectively increasing the square 
footage in a number of our existing highly productive 
locations while also building new stores in select high-
profile locations. We are very proud to announce two 
New York City street stores, one of which is currently open 
on 34th Street at Herald Square and a second truly unique 
and dynamic store coming later this year to Times Square. 
These high-profile locations emphasize and spotlight our 
brand to the many new Aéropostale® customers visiting 
New York City from around the world. We are also very 
pleased with the consumer response to our stores in Dubai, 
UAE. As we look to the future, the success of those stores in 
Dubai demonstrates for us the transportability of our brand 
internationally. 

Finally, we are extremely excited with the progress of 
our new concept, P.S. from Aéropostale®, as our next 
major growth platform. 2009 saw the successful launch 
of the brand, and we are very pleased with the strong 
and immediate feedback we are receiving from our 

customers and our employees. In 2010, we will continue 
to grow our store base while also appealing to new and 
existing customers through focused in-store events, 
marketing promotions and e-commerce platforms. 

While looking to the future is always an exciting endeavor, 
we also cherish and honor our heritage. Therefore, we 
would like to take this opportunity to thank Julian R. Geiger, 
our Chairman and former Chief Executive Officer, for his 
leadership and guidance over the past 13 years. He is the 
architect of a truly unique and special organization. The 
values he instilled in Aéropostale® – respect, integrity, 
teamwork and compassion – live on as guiding principles of 
our business and our culture. We are very excited to build 
upon that foundation which Julian established, while striving 
to achieve even greater heights for Aéropostale®. 

Aéropostale® continues to enjoy a unique position in the 
retail sector. We achieved our success by offering our 
customers a balanced merchandise assortment at compelling 
values. We provide them with an inclusive, engaging and 
exciting shopping experience in a great store  environment. 
We have a nimble and flexible operating formula, and most 
importantly, we have an incredible culture. While our brand 
momentum is strong, we are far from reaching our full 
potential. Our drive to succeed is absolute and despite these 
times of economic uncertainty, Aéropostale’s future is one 
of significant opportunity. We thank you – our customers, 
our employees, our shareholders and our partners – for 
your continued support. 

Sincerely,

                

Mindy C. Meads,  Thomas P. Johnson, 
Co-Chief Executive Officer Co-Chief Executive Officer
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• Total net sales increased 18% to $2.2 billion
•  Total net sales from our e-commerce business increased 

48% to $129.0 million
•  Achieved a same-store sales increase of 10% for the year, 

compared to an 8% increase in 2008
•  Diluted earnings per share reached $2.27, a 54% increase 

over earnings of $1.47 per share last year*

FINANCIAL HIGHLIGHTS

*Earnings Per Share amounts were retroactively adjusted for the common stock split announced on February 3, 2010.
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Selected Financial Data

Fiscal year ended January 30, January 31, February 2, February 3, January 28,
(in thousands, except per share and store data) 2010 2009  2008 (1)  2007 (2) (3) 2006

STATEMENTS OF INCOME DATA:

Net sales $2,230,105 $1,885,531 $1,590,883 $1,413,208 $1,204,347

Gross profi t, as a percent of sales 38.0% 34.7% 34.8% 32.2% 30.1%
SG&A, as a percent of sales 20.8% 21.5% 21.7% 20.5% 18.9%
Income from operations, 
 as a percent of sales 17.2% 13.2% 12.8% 11.9% 11.2%
Net income, as a percent of sales 10.3% 7.9% 8.2% 7.5% 7.0%
Net income $  229,457 $  149,422 $  129,197 $  106,647 $   83,954

Diluted earnings per common share (4) $      2.27 $      1.47 $      1.15 $      0.88 $     0.67

SELECTED OPERATING DATA:

Number of stores open at end 
 of period 952 914 828 742 671
Comparable store sales increase 10% 8% 3% 2% 4%
Comparable average unit 
 retail change 3% 2% (3)% 3% (8)%
Average net sales per store 
 (in thousands) $     2,243 $     2,042 $     1,932 $     1,924 $     1,890
Average square footage per store 3,601 3,594 3,546 3,540 3,537
Net store sales per average 
 square foot $       624 $       572 $       545 $       543 $       534

BALANCE SHEET DATA:

Working capital $  288,177 $  218,444 $   87,300 $  233,995 $  212,986
Total assets 792,309 657,919 514,169 581,164 503,951
Long-term liabilities 115,980 127,422 119,506 104,250 92,808
Total debt – – – – –
Retained earnings 922,790 693,333 543,911 414,916 308,269
Total stockholder’s equity 434,489 355,060 197,276 312,116 284,790

(1)   Includes initial gift card breakage income of $7.7 million ($4.8 million, after tax, or $0.05 per diluted share) and other operating income of $4.1 million ($2.6 million, 
after tax, or $0.03 per diluted share) as a result of an agreement with our former Executive Vice President and Chief Merchandising Offi cer, partially offset by an asset 
impairment charge of $9.0 million ($5.7 million, after tax, or $0.05 per diluted share).

(2)   Includes $7.4 million ($4.5 million, after tax, or $0.03 per diluted share), net of professional fees, representing concessions, primarily from South Bay Apparel, Inc., to 
us for prior purchases of merchandise and other operating income of $2.1 million ($1.3 million, after tax, or $0.01 per diluted share) from the resolution of a dispute 
with a vendor regarding the enforcement of our intellectual property rights.

(3) 53-week fi scal year.
(4)  All share and per share amounts presented in this report were retroactively adjusted for the common stock split announced on February 3, 2010 (see Note 2 to the 

Notes to Consolidated Financial Statements for a further discussion).
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Management’s Discussion and Analysis of Financial Condition 
and Results of Operations

INTRODUCTION

Aéropostale, Inc. is a mall-based specialty retailer of casual 
apparel and accessories. Our target customers are both young 
women and young men from age 14 to 17, and we provide our 
customers with a selection of high-quality, active-oriented, fashion 
basic merchandise at compelling values in a high-energy store 
environment. We maintain control over our proprietary brand 
by designing and sourcing all of our own merchandise. Our 
products can be purchased in our stores, which sell Aéropostale 
merchandise exclusively, and on-line through our e-commerce 
website, www.aeropostale.com. As of January 30, 2010, we 
operated 938 Aéropostale stores consisting of 894 stores in 
49 states and Puerto Rico and 44 stores in Canada. In addition, 
our new concept, P.S. from Aéropostale, offers casual clothing 
and accessories focusing on elementary school children between 
the ages of 7 and 12. As of January 30, 2010, we operated 14 
P.S. from Aéropostale stores in fi ve states. In addition, pursuant 
to a Licensing Agreement, our international licensee operated 
fi ve Aéropostale stores in the United Arab Emirates as of 
January 30, 2010.

We previously announced planned executive changes as 
described in our Form 8-K fi led on September 25, 2009. On 
February 1, 2010, Julian R. Geiger, our Chairman and former 
Chief Executive Offi cer, provided us with formal notice of 
election in accordance with the terms of his employment 
agreement, thereby ending his service as Chief Executive 
Offi cer effective February 12, 2010. Mr. Geiger has served 
as our Chairman and CEO since 1996. Mr. Geiger continues 
to serve as Chairman of our Board of Directors and as a 
part-time advisor to the Company. Effective February 12, 
2010, Ms. Meads and Mr. Johnson were each promoted to 
the position of Co-Chief Executive Offi cer. In addition, also 
effective February 12, 2010, Mr. Cunningham was promoted 
to the position of President and Chief Financial Offi cer (see 
Note 3 to the Notes to Consolidated Financial Statements 
for a further discussion).

Our fi scal year ends on the Saturday nearest to January 31. 
Fiscal 2009 was the 52-week period ended January 30, 2010, 
fi scal 2008 was the 52-week period ended January 31, 2009 
and fi scal 2007 was the 52-week period ended February 2, 2008. 
Fiscal 2010 will be the 52-week period ending January 29, 2011.

The discussion in the following section is on a consolidated 
basis, unless indicated otherwise. All share and per share 
amounts presented in this report were retroactively adjusted 
for the common stock split announced on February 3, 2010 
(see Note 2 to the Notes to Consolidated Financial Statements 
for a further discussion).

OVERVIEW

We achieved net sales of $2.230 billion during fi scal 2009, 
an increase of $344.6 million or 18% from fi scal 2008. Gross 
profi t, as a percentage of net sales, increased by 3.3 percent-
age points for fi scal 2009. Selling, general and administrative 
expense, or SG&A, as a percentage of net sales, decreased 
by 0.7 percentage points in fi scal 2009. The effective tax 
rate was 40.1% for fi scal 2009, compared with 39.9% for fi scal 
2008. Net income for fi scal 2009 was $229.5 million, or $2.27 
per diluted share, compared with net income of $149.4 million, 
or $1.47 per diluted share, for fi scal 2008.

As of January 30, 2010, we had working capital of $288.2 mil-
lion, cash and cash equivalents of $347.0 million, no short-term 
investments and no debt outstanding. We repurchased 7.6 mil-
lion shares of common stock for $174.3 million during fi scal 2009 
compared to 0.3 million shares of common stock for $6.7 mil-
lion during fi scal 2008. Merchandise inventories decreased by 
2% on a per store square foot basis as of January 30, 2010 
compared to last year. Cash fl ows from operating activities 
were $334.4 million for fi scal 2009. We operated 952 total 
stores as of January 30, 2010, an increase of 4% from the 
same period last year.
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Management’s Discussion and Analysis of Financial Condition 
and Results of Operations

Sales: Net sales consist of sales from comparable stores, non-
comparable stores, and from our e-commerce business. A store 
is included in comparable store sales after 14 months of operation. 
We consider a remodeled or relocated store with more than a 
25% change in square feet to be a new store. Prior period sales 
from stores that have closed are not included in comparable 
store sales, nor are sales from our e-commerce business.

Net sales increased by $344.6 million, or by 18% in fi scal 2009, 
as compared to fi scal 2008. The increase in net sales was driven 
by an increase in comparable store sales of 10% or $172.3 mil-
lion, average store square footage growth of 7% (primarily from 
new stores) and from a 48% increase in our e-commerce busi-
ness. Comparable store sales increased in both our young 
women’s and young men’s categories. The overall comparable 
store sales increase refl ected increases of 3% in average unit 

We use a number of key indicators of fi nancial condition and operating performance to evaluate the performance of our business, 
including the following:

Fiscal year ended January 30, January 31, February 2,
 2010 2009 2008

Net sales (in millions) $2,230.1 $1,885.5 $1,590.9
Total store count at end of period 952 914 828
Comparable store count at end of period 878 811 734
Net sales growth 18% 19% 13%
Comparable store sales growth 10% 8% 3%
Comparable average unit retail change 3% 2% (3)%
Comparable units per sales transaction change 4% 3% 2%
Comparable sales transaction growth 4% 4% 3%
Net store sales per average square foot $    624 $    572 $    545
Average net sales per store (in thousands) $  2,243 $  2,042 $  1,932
Gross profi t (in millions) $  847.1 $  654.2 $  553.2
Income from operations (in millions) $  382.7 $  248.3 $  202.5
Diluted earnings per share $   2.27 $   1.47 $   1.15
Average store square footage growth over comparable period 7% 12% 10%
Change in total inventory at end of period 5%  (7)% 35%
Change in inventory per store square foot at end of period (2)% (17)% 20%
Percentages of net sales by category
Women’s  70% 71% 72%
Men’s   30% 29% 28%

RESULTS OF OPERATIONS

The following table sets forth our results of operations expressed as a percentage of net sales. We also use this information to 
evaluate the performance of our business:

Fiscal year ended January 30, January 31, February 2,
 2010 2009 2008

Net sales  100.0% 100.0% 100.0%
Gross profi t 38.0 34.7 34.8
SG&A   20.8 21.5 21.7
Jimmy’Z asset impairment charges – – 0.6
Other operating income – – 0.3
Income from operations 17.2 13.2 12.8
Interest income, net – – 0.4
Income before income taxes 17.2 13.2 13.2
Income taxes 6.9 5.3 5.0

Net income 10.3% 7.9% 8.2%
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Management’s Discussion and Analysis of Financial Condition 
and Results of Operations

retail, 4% in the number of sales transactions and 4% in units 
per sales transaction. Non-comparable store sales increased 
by $172.3 million due primarily to 38 more stores open at the 
end of fi scal 2009 compared to the end of fi scal 2008. Total 
non-comparable sales includes net sales from our e-commerce 
business which increased by $41.9 million during fi scal 2009 
when compared to the prior year.

Net sales increased by $294.6 million, or by 19% in fi scal 
2008, as compared to fi scal 2007. This increase was due to 
total average store square footage growth of 12%, as well as 
an increase in comparable store sales. Comparable store sales 
increased by $117.0 million, or by 8%, refl ecting comparable 
store sales increases in our young men’s and women’s cate-
gories. The comparable store sales increase refl ected a 3% 
increase in units per sales transaction and a 4% increase in 
the number of sales transactions. Non-comparable store 
sales increased by $177.6 million, or by 11%, due primarily 
to 86 more stores open at the end of fi scal 2008 versus fi scal 
2007. Total non-comparable sales includes net sales from our 
e-commerce business which increased by 85% to $79.1 million 
in fi scal 2008. Net sales for the fourth quarter of fi scal 2007 also 
included $7.7 million of sales related to our initial recognition 
of gift card breakage, of which $5.9 million related to gift cards 
issued in periods prior to fi scal 2007 (see Note 1 to the Notes 
to Consolidated Financial Statements for a further discussion).

Cost of Sales and Gross Profi t: Cost of sales includes costs 
related to merchandise sold, including inventory valuation 
adjustments, distribution and warehousing, freight from the 
distribution center to the stores, shipping and handling costs, 
payroll for our design, buying and merchandising departments, 
and occupancy costs. Occupancy costs include rent, contingent 
rents, common area maintenance, real estate taxes, utilities, 
repairs, maintenance, depreciation and amortization and 
impairment charges.

Gross profi t, as a percentage of net sales, increased by 
3.3 percentage points in fi scal 2009 compared to fi scal 2008. 
The increase was due to higher merchandise margin of 
2.5 percentage points, and leveraging of occupancy costs 
of 0.5 percentage points and distribution and transportation 
costs of 0.2 percentage points. The improvement in merchan-
dise margin was due primarily to improved merchandise 
sell-through and less markdowns.

Gross profi t, as a percentage of net sales, decreased by 0.1 per-
centage points in fi scal 2008 compared to fi scal 2007. The 
decrease was due to higher transportation costs and deprecia-
tion, which offset higher merchandise margin of 0.5 percentage 

points. Merchandise margin decreased during the fourth quarter 
of fi scal 2008, primarily due to increased promotional activity. 
The fourth quarter decrease partially offset a 1.9 percentage 
point increase in merchandise margin through the fi rst 
thirty-nine weeks of fi scal 2008.

SG&A: SG&A includes costs related to selling expenses, store 
management and corporate expenses such as payroll and 
employee benefi ts, marketing expenses, employment taxes, 
information technology maintenance costs and expenses, 
insurance and legal expenses, store pre-opening and other 
corporate expenses. Store pre-opening expenses include 
store payroll, grand opening event marketing, travel, supplies 
and other store pre-opening expenses.

SG&A decreased by 0.7 percentage points, as a percentage 
of net sales, and increased by $58.6 million during fi scal 2009. 
The SG&A decrease during fi scal 2009, as a percentage of net 
sales, was due primarily to a 0.8 percentage point decrease in 
store-line expenses resulting primarily from payroll, and was 
partially offset by a 0.1 percentage point increase in e-commerce 
expenses, resulting from sales growth. The increase in SG&A was 
largely due to an increase in store-line expenses of $22.3 mil-
lion, higher transaction costs of $11.9 million resulting primarily 
from new store growth and increased sales and $1.5 million of 
higher marketing costs. Additionally, the increase was due to a 
$23.0 million increase in corporate expenses, which included 
higher benefi ts of $5.5 million, incentive compensation of 
$4.9 million, stock-based compensation of $2.4 million, data 
processing of $1.8 million and charitable product donations 
of $1.7 million.

SG&A decreased by 0.2 percentage points, as a percentage 
of net sales, and increased by $60.1 million during fi scal 2008. 
The SG&A decrease during fi scal 2008, as a percentage of net 
sales, was due primarily to a 0.6 percentage point decrease in 
store-line expenses, resulting primarily from payroll; and was 
partially offset by a 0.3 percentage point increase in corporate 
incentive and stock-based compensation; and a 0.1 percentage 
point increase in e-commerce expenses, resulting from sales 
growth. The increase in SG&A was largely due to a $23.9 mil-
lion increase in store-line expenses and a $22.0 million increase 
in corporate expenses, which included higher stock-based 
compensation of $7.3 million, incentive compensation of 
$7.2 million and benefi ts of $4.9 million. Additionally, the 
increase was due to higher store transaction costs of $9.7 mil-
lion resulting primarily from new store growth and increased 
sales and $4.5 million of higher marketing costs.
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Management’s Discussion and Analysis of Financial Condition 
and Results of Operations

Jimmy’Z Asset Impairment Charges: During the fourth quarter 
of fi scal 2007, we recorded asset impairment charges of $9.0 mil-
lion. Subsequently, all 14 Jimmy’Z stores were closed during 
fi scal 2008 and fi scal 2009 (see Note 4 to the Notes to Con-
solidated Financial Statements for a further discussion).

Other Operating Income: We recognized $4.1 million in net 
other operating income during the fourth quarter of fi scal 2007 
as a result of a settlement agreement with our former Executive 
Vice President and Chief Merchandising Offi cer (see Note 14 to 
the Notes to Consolidated Financial Statements for a further 
discussion).

Interest Income: Interest income, net of interest expense, 
decreased by $0.4 million from fi scal 2008 to fi scal 2009.

Interest income, net of interest expense, decreased by $6.0 mil-
lion from fi scal 2007 to fi scal 2008. The decrease was due to 
lower interest rates and the cumulative impact of cash used 
for share repurchases in the fourth quarter of fi scal 2007 of 
$266.7 million.

Income Taxes: Our effective tax rate was 40.1% for fi scal 2009, 
compared to 39.9% for fi scal 2008 and 38.2% for fi scal 2007. 
The increase in the effective tax rate is due primarily to higher 
state taxes and nondeductible offi cers’ compensation.

Net Income and Earnings Per Share: Net income was 
$229.5 million, or $2.27 per diluted share, for fi scal 2009, 
compared with net income of $149.4 million, or $1.47 per 
diluted share, for fi scal 2008 and net income of $129.2 mil-
lion, or $1.15 per diluted share, for fi scal 2007. Earnings per 
share increased by 54% in fi scal 2009 due to both the increase 
in net income and fewer weighted average shares outstanding, 
resulting from the Company’s repurchase of its common stock. 

Net income for fi scal 2007 was favorably impacted by $7.7 mil-
lion ($4.8 million after-tax, or $0.05 per diluted share), resulting 
from our initial recognition of gift card breakage (see Note 1 to 
the Notes to Consolidated Financial Statements for a further 
discussion). Net income for fi scal 2007 was also favorably 

impacted by $4.1 million ($2.6 million after-tax, or $0.03 per 
diluted share), from the above mentioned other operating 
income. The asset impairment charges unfavorably impacted 
net income for fi scal 2007 by $9.0 million ($5.7 million after-
tax, or $0.05 per diluted share) (see Note 4 to the Notes to 
Consolidated Financial Statements for a further discussion).

LIQUIDITY AND CAPITAL RESOURCES

Our cash requirements are primarily for working capital, con-
struction of new stores, remodeling of existing stores, and the 
improvement and enhancement of our information technology 
systems. Due to the seasonality of our business, we have his-
torically realized a signifi cant portion of our cash fl ows from 
operations during the second half of the year. Most recently, 
our cash requirements have been met primarily through cash 
and cash equivalents on hand during the fi rst half of the year, 
and through cash fl ows from operations during the second half 
of the year. We expect to continue to meet our cash require-
ments for the next twelve months primarily through cash 
fl ows from operations, existing cash and cash equivalents 
and our credit facility, if necessary. At January 30, 2010, we 
had working capital of $288.2 million, cash and cash equiva-
lents of $347.0 million and no debt outstanding under our 
$150.0 million credit facility.

The following table sets forth our cash fl ows for the period 
indicated (in thousands):

Fiscal year ended January 30, January 31, February 2,
 2010 2009 2008

Net cash provided by 
 operating activities $ 334,440 $202,135 $ 171,081
Net cash used for 
 investing activities (53,883) (83,035) (6,083)
Net cash used for 
 fi nancing activities (162,604) (1,445) (253,153)
Effect of exchange 
 rate changes 493 (1,052) 18

Net increase (decrease) 
 in cash and 
 cash equivalents $ 118,446 $116,603 $ (88,137)
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Operating Activities: Cash fl ows from operating activities, 
our principal form of liquidity on a full-year basis, increased by 
$132.3 million in fi scal 2009. The primary components of the 
increase in cash fl ows from operations for fi scal 2009 over 
the prior fi scal year included an increase in net income of 
$80.0 million. Changes in operating assets and liabilities con-
tributed $55.1 million of the increase in cash generated from 
operations, primarily related to changes in the timing of the 
payment of liabilities.

Cash fl ows from operating activities increased by $31.1 mil-
lion in fi scal 2008 as compared to the prior fi scal year. The 
primary components of the increase in cash fl ows from opera-
tions for fi scal 2008 included an increase in net income of 
$20.2 million. Other non-cash items included in net income 
increased $25.2 million over the prior year, and were partially 
offset by changes in operating assets and liabilities.

Investing Activities: We invested $53.9 million in capital expen-
ditures in fi scal 2009, primarily for the construction of 39 new 
Aéropostale stores, 14 P.S. from Aéropostale stores, to remodel 
15 existing stores and for certain other information technology 
investments. Our future capital requirements will depend 
primarily on the number of new stores we open, the number 
of existing stores we remodel and other strategic investments. 
In fi scal 2010, we plan to invest approximately $80.0 million 
in capital expenditures to open approximately 25 Aéropostale 
stores, approximately 25 to 30 P.S. from Aéropostale stores 
and approximately 40 store remodels, in addition to certain 
information technology investments.

We invested $83.0 million in capital expenditures in fi scal 2008, 
primarily for the construction of 89 new Aéropostale stores, to 
remodel 18 existing stores and for certain other information 
technology investments.

We invested $82.3 million in capital expenditures in fi scal 2007, 
primarily for the construction of 88 new Aéropostale stores, 
to remodel seven existing stores, to complete the rollout of 
upgraded point of sale systems to our store chain, to open a 
second distribution center and for certain other information 
technology investments.

Financing Activities: We repurchase our common stock from 
time to time under a stock repurchase program. The repur-
chase program may be modifi ed or terminated by the Board 
of Directors at any time, and there is no expiration date for the 
program. The extent and timing of repurchases will depend 
upon general business and market conditions, stock prices, 
opening and closing of the stock trading window, and liquidity 
and capital resource requirements going forward.

On December 7, 2009, our Board of Directors approved a 
$250.0 million increase in repurchase availability under the 
program, bringing total repurchase authorization, since 
inception of the program, to $850.0 million.

We repurchased 7.6 million shares for $174.3 million during 
fi scal 2009, as compared to repurchases of 0.3 million shares 
for $6.7 million during fi scal 2008 and 17.5 million shares for 
$266.7 million during fi scal 2007. Program to date, we have 
returned $647.2 million to shareholders in the form of 42.7 mil-
lion shares repurchased, at an average price of $15 per share. 
We have approximately $202.8 million of repurchase authoriza-
tion remaining as of January 30, 2010 under the $850.0 million 
share repurchase program.

We have an amended and restated revolving credit facility with 
Bank of America, N.A. (the “Credit Facility”). The Credit Facility 
provides for a $150.0 million revolving credit line. The Credit 
Facility is available for working capital and general corporate 
purposes. The Credit Facility is scheduled to mature on 
November 13, 2012, and no amounts were outstanding 
during fi scal 2009 or as of January 30, 2010.
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The real estate operating leases included in the above table do 
not include contingent rent based upon sales volume, which 
amounted to approximately 23% of minimum lease obligations 
in fi scal 2009. In addition, the above table does not include 
variable costs paid to landlords such as maintenance, insurance 
and taxes, which represented approximately 60% of minimum 
lease obligations in fi scal 2009.

Our open purchase orders are cancelable without penalty and 
are therefore not included in the above table.

As discussed in Note 11 to the Notes to Consolidated Financial 
Statements, we have a Supplemental Executive Retirement Plan 
(“SERP”) liability of $25.3 million at January 30, 2010; a Post-
retirement Benefi t Plan liability of $0.9 million at January 30, 2010; 
and a Long-Term Incentive Deferred Compensation Plan liability 
of $0.9 million at January 30, 2010. Such liability amounts are 
not refl ected in the table above. As a result of Mr. Geiger’s elec-
tion and another employee retirement, we expect to make pay-
ments in the next 12 months of approximately $17.1 million from 
our SERP which amount is included in the total SERP liability of 
$25.3 million (see Notes 3 and 11 to the Notes to Consolidated 
Financial Statements). 

There were no fi nancial guarantees and no commercial commit-
ments outstanding as of January 30, 2010.

Our total liabilities for unrecognized tax benefi ts were $4.9 mil-
lion at January 30, 2010, of which $1.0 million is classifi ed in 
accrued expenses. We cannot make a reasonable estimate of 
the amount and period of related future payments for these 
non-current liabilities of $3.9 million. Therefore these liabilities 
were not included in the above table.

OFF-BALANCE SHEET ARRANGEMENTS

Other than operating lease commitments set forth in the table 
above, we are not a party to any material off-balance sheet 
fi nancing arrangements. We have not created, and are not a 
party to, any special-purpose or off-balance sheet entities for 
the purpose of raising capital, incurring debt or operating our 
business. We do not have any arrangements or relationships 
with entities that are not consolidated into the fi nancial state-
ments that are reasonably likely to materially affect our liquidity 
or the availability of capital resources. As of January 30, 2010, 
we have not issued any letters of credit for the purchase of 
merchandise inventory or any capital expenditures.

CRITICAL ACCOUNTING ESTIMATES

The preparation of fi nancial statements in conformity with 
accounting principles generally accepted in the United States 
requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the consoli-
dated fi nancial statements. These estimates and assumptions 
also affect the reported amounts of revenues and expenses. 
Estimates by their nature are based on judgments and available 
information. Therefore, actual results could materially differ from 
those estimates under different assumptions and conditions.

Critical accounting policies are those that are most important to 
the portrayal of our fi nancial condition and the results of opera-
tions and require management’s most diffi cult, subjective and 
complex judgments as a result of the need to make estimates 
about the effect of matters that are inherently uncertain. Our most 
critical accounting policies have been discussed in Note 1 of the 
Notes to Consolidated Financial Statements. In applying such 

CONTRACTUAL OBLIGATIONS

The following table summarizes our contractual obligations as of January 30, 2010:

Payments due by period  Less than 1–3 3–5 More than
(in thousands) Total 1 year years years 5 years

Contractual Obligations:
 Real estate operating leases $726,848 $106,736 $206,878 $177,390 $235,844
 Employment agreements 7,004 3,627 3,377 – –
 Equipment operating leases 6,569 2,939 3,479 151 –

 Total contractual obligations $740,421 $113,302 $213,734 $177,541 $235,844
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policies, management must use signifi cant estimates that are 
based on its informed judgment. Because of the uncertainty 
inherent in these estimates, actual results could differ from 
estimates used in applying the critical accounting policies. 
Changes in such estimates, based on more accurate future 
information, may affect amounts reported in future periods.

Merchandise Inventory: Merchandise inventory consists of 
fi nished goods and is valued utilizing the cost method at lower 
of cost or market on a weighted average basis. We use estimates 
during interim periods to record a provision for inventory shortage. 
We also make certain assumptions regarding future demand and 
net realizable selling price in order to assess that our inventory 
is recorded properly at the lower of cost or market. These assump-
tions are based on both historical experience and current informa-
tion. We believe that the carrying value of merchandise inventory 
is appropriate as of January 30, 2010. However, actual results 
may differ materially from those estimated and could have a 
material impact on our consolidated fi nancial statements. A 10% 
difference in our estimate of inventory at the lower of cost or 
market as of January 30, 2010 would have impacted net income 
by $1.0 million for the fi scal year ended January 30, 2010.

Income Taxes: Income taxes are accounted for in accordance 
with Financial Accounting Standards Board (“FASB”) Account-
ing Standards Codifi cation (“ASC”) Topic 740, “Income Taxes” 
(“ASC 740”). Under ASC 740, income taxes are recognized for 
the amount of taxes payable for the current year and deferred 
tax assets and liabilities for the future tax consequence of events 
that have been recognized differently in the fi nancial statements 
than for tax purposes. Deferred tax assets and liabilities are 
established using statutory tax rates and are adjusted for tax 
rate changes. We consider accounting for income taxes critical 
to our operations because management is required to make 
signifi cant subjective judgments in developing our provision 
for income taxes, including the determination of deferred tax 
assets and liabilities, and any valuation allowances that may 
be required against deferred tax assets.

ASC 740 clarifi es the accounting for uncertainty in income tax 
recognized in an entity’s fi nancial statements and requires com-
panies to determine whether it is “more likely than not” that a 
tax position will be sustained upon examination by the appro-
priate taxing authorities before any part of the benefi t can be 

recorded in the fi nancial statements. For those tax positions 
where it is not “more likely than not” that a tax benefi t will 
be sustained, no tax benefi t is recognized. Where applicable, 
associated interest and penalties are also recorded. This inter-
pretation also provides guidance on de-recognition, classifi ca-
tion, accounting in interim periods, and expanded disclosure 
requirements (see Note 13 to the Notes to Consolidated 
Financial Statements).

Long-Lived Assets: We periodically evaluate the need to 
recognize impairment losses relating to long-lived assets. 
Long-lived assets are evaluated for recoverability whenever 
events or changes in circumstances indicate that an asset 
may have been impaired. Factors we consider important that 
could trigger an impairment review include the following:
 •  signifi cant changes in the manner of our use of assets or 

the strategy for our overall business;
• signifi cant negative industry or economic trends;
• store closings; or
• under-performing business trends.

In evaluating an asset for recoverability, we estimate the 
future cash fl ows expected to result from the use of the asset 
and eventual disposition. Management makes assumptions and 
applies judgment to estimate future cash fl ows. These assump-
tions include factors such as both historical and forecasted results 
and trends. If the sum of the expected future cash fl ows is less 
than the carrying amount of the asset, we would write the asset 
down to fair value and we would record an impairment charge. 
Accordingly, we recorded asset impairment charges of $9.0 mil-
lion related to our Jimmy’Z store concept during fi scal 2007. 
Additionally, we have recorded Aéropostale store impairment 
charges of $3.0 million for six stores in fi scal 2009 compared to 
$3.7 million for 11 stores in fi scal 2008 and $1.7 million for fi ve 
stores in fi scal 2007, which were included in depreciation and 
amortization expense, which is a component of cost of sales 
(see Note 4 to the Notes to Consolidated Financial Statements 
for a further discussion). We believe that the carrying values of 
fi nite-lived assets, and their useful lives, are appropriate as of 
January 30, 2010. However, actual results may differ materially 
from those estimated and could have a material impact on our 
consolidated fi nancial statements.
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Defi ned Benefi t Pension Plans: We maintain a Supplemental 
Executive Retirement Plan, or SERP, which is a non-qualifi ed 
defi ned benefi t plan for certain offi cers. The plan is non-
contributory, is not funded and provides benefi ts based on 
years of service and compensation during employment. 
Pension expense is determined using various actuarial cost 
methods to estimate the total benefi ts ultimately payable to 
offi cers, and this cost is allocated to service periods. The 
actuarial assumptions used to calculate pension costs are 
reviewed annually. We believe that these assumptions have 
been appropriate and that, based on these assumptions, the 
SERP current liability of $17.1 million and SERP non-current 
liability of $8.2 million are appropriately stated as of January 30, 
2010. However, actual results may differ materially from those 
estimated and could have a material impact on our consoli-
dated fi nancial statements. If we had changed the expected 
discount rate by 0.5% in fi scal 2009, pension expense would 
have changed by less than $50,000.

RECENT ACCOUNTING DEVELOPMENTS

See the section “Recent Accounting Developments” included 
in Note 1 in the Notes to Consolidated Financial Statements for 
a discussion of recent accounting developments and their impact 
on our consolidated fi nancial statements.

Quantitative and Qualitative Disclosures about Market Risk: 
As of January 30, 2010, we had no outstanding borrowings 
under our Credit Facility. In addition, we had no stand-by or 
commercial letters of credit issued under the Credit Facility. 
To the extent that we may borrow pursuant to the Credit 
Facility in the future, we may be exposed to market risk 
related to interest rate fl uctuations.

Unrealized foreign currency gains and losses, resulting from 
the translation of our Canadian subsidiary’s fi nancial statements 
into our U.S. dollar reporting currency are refl ected in the equity 
section of our consolidated balance sheet in accumulated other 
comprehensive loss. The balance of the unrealized gain included 
in accumulated other comprehensive loss was approximately 
$49,000 as of January 30, 2010. A 10% movement in quoted 
foreign currency exchange rates could result in a fair value 
translation fl uctuation of approximately $3.2 million, which 
would be recorded in accumulated other comprehensive 
loss as an unrealized gain or loss.

We also face transactional currency exposures relating to mer-
chandise that our Canadian subsidiary purchases using U.S. dollars. 
These foreign currency transaction gains and losses are charged 
or credited to earnings as incurred. We do not hedge our expo-
sure to this currency exchange fl uctuation, and transaction gains 
and losses to date have not been signifi cant.
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To the Board of Directors and Stockholders of Aéropostale, Inc.
New York, New York

We have audited the accompanying consolidated balance 
sheets of Aéropostale, Inc. and subsidiaries (the “Company”) 
as of January 30, 2010 and January 31, 2009, and the related 
consolidated statements of income, comprehensive income, 
stockholders’ equity, and cash fl ows for each of the three years 
in the period ended January 30, 2010. These fi nancial state-
ments are the responsibility of the Company’s management. 
Our responsibility is to express an opinion on the fi nancial 
statements based on our audits.

We conducted our audits in accordance with the standards of 
the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the fi nancial state-
ments are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts 
and disclosures in the fi nancial statements. An audit also includes 
assessing the accounting principles used and signifi cant esti-
mates made by management, as well as evaluating the overall 
fi nancial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion.

In our opinion, such consolidated fi nancial statements present 
fairly, in all material respects, the fi nancial position of the Company 
and subsidiaries as of January 30, 2010 and January 31, 2009, 
and the results of its operations and its cash fl ows for each of 
the three years in the period ended January 30, 2010, in con-
formity with accounting principles generally accepted in the 
United States of America.

We have also audited, in accordance with the standards of the 
Public Company Accounting Oversight Board (United States), 
the Company’s internal control over fi nancial reporting as of 
January 30, 2010, based on the criteria established in Internal 
Control – Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission and our 
report dated March 29, 2010 expressed an unqualifi ed opinion 
on the Company’s internal control over fi nancial reporting.

Deloitte and Touche LLP
New York, New York
March 29, 2010
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To the Board of Directors and Stockholders of Aéropostale, Inc.
New York, New York

We have audited the internal control over fi nancial reporting 
of Aéropostale, Inc. and subsidiaries (the “Company”) as of 
January 30, 2010, based on criteria established in Internal 
Control – Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. The 
Company’s management is responsible for maintaining effective 
internal control over fi nancial reporting and for its assessment 
of the effectiveness of internal control over fi nancial reporting, 
included in the accompanying Management’s Report on Internal 
Control over Financial Reporting. Our responsibility is to express 
an opinion on the Company’s internal control over fi nancial 
reporting based on our audit.

We conducted our audit in accordance with the standards of 
the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether effective internal 
control over fi nancial reporting was maintained in all material 
respects. Our audit included obtaining an understanding of 
internal control over fi nancial reporting, assessing the risk that 
a material weakness exists, testing and evaluating the design 
and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we 
considered necessary in the circumstances. We believe that 
our audit provides a reasonable basis for our opinion.

A company’s internal control over fi nancial reporting is a process 
designed by, or under the supervision of, the company’s principal 
executive and principal fi nancial offi cers, or persons performing 
similar functions, and effected by the company’s board of directors, 
management, and other personnel to provide reasonable assur-
ance regarding the reliability of fi nancial reporting and the prepa-
ration of fi nancial statements for external purposes in accordance 
with generally accepted accounting principles. A company’s 
internal control over fi nancial reporting includes those policies 
and procedures that (1) pertain to the maintenance of records 

that, in reasonable detail, accurately and fairly refl ect the trans-
actions and dispositions of the assets of the company; (2) provide 
reasonable assurance that transactions are recorded as necessary 
to permit preparation of fi nancial statements in accordance with 
generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance 
with authorizations of management and directors of the company; 
and (3) provide reasonable assurance regarding prevention or 
timely detection of unauthorized acquisition, use, or disposition 
of the company’s assets that could have a material effect on the 
fi nancial statements.

Because of the inherent limitations of internal control over fi nancial 
reporting, including the possibility of collusion or improper 
management override of controls, material misstatements due 
to error or fraud may not be prevented or detected on a timely 
basis. Also, projections of any evaluation of the effectiveness of 
the internal control over fi nancial reporting to future periods 
are subject to the risk that the controls may become inadequate 
because of changes in conditions, or that the degree of com-
pliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, 
effective internal control over fi nancial reporting as of January 30, 
2010, based on the criteria established in Internal Control – 
Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the 
Public Company Accounting Oversight Board (United States), 
the consolidated fi nancial statements as of and for the year 
ended January 30, 2010, of the Company and our report 
dated March 29, 2010 expressed an unqualifi ed opinion 
on those fi nancial statements.

Deloitte and Touche LLP
New York, New York
March 29, 2010
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Our management is responsible for establishing and maintaining 
adequate internal control over fi nancial reporting, as defi ned in 
Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act 
of 1934, as amended (the “Exchange Act”). Our internal control 
over fi nancial reporting is a process designed to provide 
reasonable assurance to our management and board of directors 
regarding reliability of fi nancial reporting and the preparation and 
fair presentation of published fi nancial statements in accordance 
with generally accepted accounting principles.

All internal control systems, no matter how well designed, have 
inherent limitations. Therefore, even those systems determined to 
be effective can provide only reasonable assurance with respect 
to fi nancial statement preparation and presentation. Because of 
its inherent limitations, internal control over fi nancial reporting 

may not prevent or detect misstatements. In addition, projections 
of any evaluation of effectiveness to future periods are subject 
to the risk that controls may become inadequate because of 
changes in condition, or that the degree of compliance with 
policies or procedures may deteriorate.

Our management assessed the effectiveness of our internal 
control over fi nancial reporting as of January 30, 2010. In mak-
ing this assessment, management used the criteria set forth by 
the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO) in Internal Control – Integrated Frame-
work. Based on that assessment, our management believes 
that, as of January 30, 2010, our internal control over fi nancial 
reporting is effective.
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    January 30, January 31,
(in thousands, except per share data)    2010 2009

ASSETS

Current assets:
 Cash and cash equivalents    $ 346,976 $ 228,530
 Merchandise inventory    132,915 126,360
 Prepaid expenses    21,049 17,384
 Deferred income taxes    21,683 10,745
 Other current assets    7,394 10,862
  Total current assets    530,017 393,881
Fixtures, equipment and improvements – net    251,558 248,999
Deferred income taxes    6,383 12,509
Other assets    4,351 2,530
  Total assets    $ 792,309 $ 657,919

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
 Accounts payable     $  90,850 $  77,247
 Accrued expenses      150,990 98,190
  Total current liabilities      241,840 175,437
Tenant allowances      68,174 74,712
Deferred rent      27,559 26,019
Non-current retirement benefi t plan liabilities      10,060 22,470
Other non-current liabilities      6,286 1,662
Uncertain tax contingency liabilities      3,901 2,559
Commitments and contingent liabilities
Stockholders’ equity
 Common stock – par value, $0.01 per share; 200,000 shares authorized, 
  137,090 and 135,708 shares issued      1,371 1,358
 Preferred stock – par value, $0.01 per share; 5,000 shares authorized, 
  no shares issued or outstanding    – –
 Additional paid-in capital    171,815 145,498
 Accumulated other comprehensive loss    (6,993) (8,998)
 Retained earnings    922,790 693,333
 Treasury stock at cost – 43,095 and 35,313 shares    (654,494) (476,131)
  Total stockholders’ equity    434,489 355,060
  Total liabilities and stockholders’ equity    $ 792,309 $ 657,919

See Notes to Consolidated Financial Statements.
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Consolidated Statements of Comprehensive Income

Fiscal year ended   January 30, January 31, February 2,
(in thousands, except per share data)   2010 2009 2008

Net sales   $2,230,105 $1,885,531 $1,590,883
Cost of sales (includes certain buying, occupancy 
 and warehousing expenses)   1,382,958 1,231,349 1,037,680
Gross profi t   847,147 654,182 553,203
Selling, general and administrative expenses   464,462 405,883 345,805
Jimmy’Z asset impairment charges   – – 9,023
Other operating income   – – 4,078
Income from operations   382,685 248,299 202,453
Interest income   121 510 6,550
Income before income taxes   382,806 248,809 209,003
Income taxes   153,349 99,387 79,806
Net income   $  229,457 $  149,422 $  129,197

 Basic earnings per common share    $      2.30 $      1.49 $      1.16

 Diluted earnings per common share    $      2.27 $      1.47 $      1.15

 Weighted average basic shares     99,629 100,248 111,473

 Weighted average diluted shares     101,025 101,364 112,269

Fiscal year ended   January 30, January 31, February 2,
(in thousands)   2010 2009 2008

Net income   $229,457 $149,422 $129,197
Pension liability (net of tax of $598, $321, and $229)   (712) (474) (582)
Foreign currency translation adjustment   2,717 (3,874) 1,206
Comprehensive income   $231,462 $145,074 $129,821

See Notes to Consolidated Financial Statements.
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       Accumulated
    Additional Treasury stock,  other  
  Common stock  paid-in at cost  comprehensive Retained 
(in thousands)  Shares Amount capital Shares Amount loss earnings Total

BALANCE, FEBRUARY 4, 2007  133,497 $1,335 $100,687 (17,297) $(199,548) $(5,274) $414,916 $ 312,116
Net income  – – – – – – 129,197 129,197
Stock options exercised  1,208 12 8,016 – –  –  – 8,028
Pension liability (net of tax of $229)  – – – – – (582) – (582)
Excess tax benefi t from 
 stock-based compensation  – – 5,519 – – – – 5,519
Adoption of ASC 740-10  – – – – – – (202) (202)
Repurchase of common stock  – – – (17,498) (266,692) – – (266,692)
Stock-based compensation  – – 9,381 – – – – 9,381
Foreign currency translation adjustment  – – – – – 1,206 – 1,206
Vesting of stock  157 2  (1) (41) (696) – – (695)

BALANCE, FEBRUARY 2, 2008  134,862 1,349 123,602 (34,836) (466,936) (4,650) 543,911 197,276
Net income  – – – – – – 149,422 149,422
Stock options exercised  378 4 3,750 – – – – 3,754
Pension liability (net of tax of $321)  – – – – – (474) – (474)
Excess tax benefi t from 
 stock-based compensation  – – 1,482 – – – – 1,482
Repurchase of common stock  – – – (312) (6,681) – – (6,681)
Stock-based compensation  – – 16,666 – – – – 16,666
Foreign currency translation adjustment  – – – – – (3,874) – (3,874)
Vesting of stock  468 5 (2) (165) (2,514) – – (2,511)

BALANCE, JANUARY 31, 2009  135,708 1,358 145,498 (35,313) (476,131) (8,998) 693,333 355,060
Net income  – – – – – – 229,457 229,457
Stock options exercised  845 8 10,461 – – – – 10,469
Pension liability (net of tax of $598)  – – – – – (712) – (712)
Excess tax benefi t from 
 stock-based compensation  – – 1,184 – – – – 1,184
Repurchase of common stock  – – – (7,583) (174,257) – – (174,257)
Stock-based compensation  – – 14,673 – – – – 14,673
Foreign currency translation adjustment  – – – – – 2,717 – 2,717
Vesting of stock  537 5 (1) (199) (4,106) – – (4,102)

BALANCE, JANUARY 30, 2010  137,090 $1,371 $171,815 (43,095) $(654,494) $(6,993) $922,790 $ 434,489

See Notes to Consolidated Financial Statements.
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Fiscal year ended   January 30,  January 31,  February 2,
(in thousands)   2010 2009 2008

CASH FLOWS PROVIDED BY OPERATING ACTIVITIES

Net income   $ 229,457 $149,422 $ 129,197
Adjustments to reconcile net income to net cash provided by 
 operating activities:
 Depreciation and amortization   52,851 45,773 36,756
 Stock-based compensation   14,673 16,666 9,381
 Amortization of tenant allowances   (12,348) (11,745) (10,315)
 Amortization of deferred rent expense   1,366 2,357 2,427
 Pension expense   3,361 2,757 2,202
 Deferred income taxes   (4,170) 3,022 (12,990)
 Jimmy’Z asset impairment charges   – – 9,023
 Excess tax benefi ts from stock-based compensation  (1,184) (1,482) (5,519)
 Other   – – 1,217
Changes in operating assets and liabilities:
 Merchandise inventory   (5,599) 9,063 (35,002)
 Prepaid expenses and other assets   (1,308) (5,202) (4,447)
 Accounts payable   13,210 (21,717) 35,451
 Accrued expenses and other liabilities   44,131 13,221 13,700
  Net cash provided by operating activities   334,440 202,135 171,081
CASH FLOWS USED FOR INVESTING ACTIVITIES

Capital expenditures   (53,883) (83,035) (82,306)
Purchase of short-term investments   – – (313,572)
Proceeds from sale of short-term investments   – – 389,795
  Net cash used for investing activities   (53,883) (83,035) (6,083)
CASH FLOWS USED FOR FINANCING ACTIVITIES

Purchase of treasury stock   (174,257) (6,681) (266,692)
Proceeds from stock options exercised   10,469 3,754 8,020
Excess tax benefi ts from stock-based compensation   1,184 1,482 5,519
Borrowings under revolving credit facility   – – 31,300
Repayments under revolving credit facility   – – (31,300)
  Net cash used for fi nancing activities   (162,604) (1,445) (253,153)
Effect of exchange rate changes   493 (1,052) 18
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS  118,446 116,603 (88,137)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR   228,530 111,927 200,064
CASH AND CASH EQUIVALENTS, END OF YEAR   $ 346,976 $228,530 $ 111,927

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Interest paid   $         – $        – $    110

Income taxes paid   $ 139,019 $112,469 $ 102,051

Accruals related to purchases of property and equipment  $     696 $    785 $    313

See Notes to Consolidated Financial Statements.
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1.  SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES

Organization: References to the “Company,” “we,” “us,” or “our” 
means Aéropostale, Inc. and its subsidiaries, except as expressly 
indicated or unless the context otherwise requires. We are a 
mall-based specialty retailer of casual apparel and accessories 
for young women and men. As of January 30, 2010, we operated 
938 Aéropostale stores consisting of 894 stores in 49 states and 
Puerto Rico and 44 stores in Canada. In addition, our new concept, 
P.S. from Aéropostale, offers casual clothing and accessories 
focusing on elementary school children between the ages of 
7 and 12. As of January 30, 2010, we operated 14 P.S. from 
Aéropostale stores in fi ve states. In addition, pursuant to a 
Licensing Agreement, our international licensee operated 
fi ve Aéropostale stores in the United Arab Emirates as of 
January 30, 2010.

Basis of Consolidation and Presentation: The accompanying 
consolidated fi nancial statements have been prepared in 
accordance with accounting principles generally accepted 
in the United States of America (“U.S.”). The consolidated 
fi nancial statements include the accounts of Aéropostale, Inc. 
and its subsidiaries. All inter-company accounts and trans-
actions have been eliminated in consolidation.

Fiscal Year: Our fi scal year ends on the Saturday nearest to 
January 31. Fiscal 2009 was the 52-week period ended January 30, 
2010, fi scal 2008 was the 52-week period ended January 31, 2009 
and fi scal 2007 was the 52-week period ended February 2, 2008. 
Fiscal 2010 will be the 52-week period ending January 29, 2011.

Use of Estimates: The preparation of the consolidated fi nancial 
statements in conformity with accounting principles generally 
accepted in the United States requires us to make estimates 
and assumptions that affect the amounts reported in our 
consolidated fi nancial statements and accompanying notes. 
Actual results could differ materially from those estimated.

The most signifi cant estimates made by management include 
those made in the areas of merchandise inventory, defi ned 
benefi t retirement plans, long-lived assets, and income taxes. 
Management periodically evaluates estimates used in the 
preparation of the consolidated fi nancial statements for con-
tinued reasonableness. Appropriate adjustments, if any, to 
the estimates used are made prospectively based on such 
periodic evaluations.

Concentration of Credit Risk: Financial instruments that 
potentially subject the Company to concentrations of credit risk 
consist of cash and cash equivalents. The Company invests its 
excess cash in demand deposits and money market funds that 
are classifi ed as cash equivalents. The Company has estab-
lished guidelines that relate to credit quality, diversifi cation and 
maturity and that limit exposure to any one issuer of securities.

Seasonality: Our business is highly seasonal, and historically we 
have realized a signifi cant portion of our sales, net income, and 
cash fl ow in the second half of the fi scal year, attributable to 
the impact of the back-to-school selling season in the third 
quarter and the holiday selling season in the fourth quarter. 
Additionally, working capital requirements fl uctuate during the 
year, increasing in mid-summer in anticipation of the third and 
fourth quarters.

Translation of Foreign Currency Financial Statements and 
Foreign Currency Transactions: The fi nancial statements of 
our Canadian subsidiary have been translated into United 
States dollars by translating balance sheet accounts at the 
year-end exchange rate and statement of income accounts 
at the average exchange rates for the year. Foreign currency 
translation gains and losses are refl ected in the equity section 
of our consolidated balance sheet in accumulated other com-
prehensive loss and are not adjusted for income taxes as they 
relate to a permanent investment in our subsidiary in Canada. 
The balance of the unrealized foreign currency translation adjust-
ment included in accumulated other comprehensive loss was 
income of approximately $49,000 as of January 30, 2010 com-
pared to a loss of $2.7 million as of January 31, 2009. Foreign 
currency transaction gains and losses are charged or credited 
to earnings as incurred.
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Cash Equivalents: We include credit card receivables and 
all short-term investments that qualify as cash equivalents 
with an original maturity of three months or less in cash and 
cash equivalents.

Fair Value Measurements: We follow the guidance in Financial 
Accounting Standards Board (“FASB”) Accounting Standards 
Codifi cation (“ASC”) Topic 820, “Fair Value Measurement Dis-
closures” (“ASC 820”) as it relates to fi nancial and nonfi nancial 
assets and liabilities. We currently have no fi nancial assets or 
liabilities that are measured at fair value. Our non-fi nancial assets, 
which include property and equipment, are not required to be 
measured at fair value on a recurring basis. However, if certain 
triggering events occur, or if an annual impairment test is required 
and we are required to evaluate the non-fi nancial asset for impair-
ment, a resulting asset impairment would require that the non-
fi nancial asset be recorded at the fair value. ASC 820 prioritizes 
inputs used in measuring fair value into a hierarchy of three 
levels: Level 1 – quoted prices (unadjusted) in active markets 
for identical assets or liabilities; Level 2 – inputs other than 
quoted prices included within Level 1 that are either directly 
or indirectly observable; and Level 3 – unobservable inputs in 
which little or no market activity exists, therefore requiring an 
entity to develop its own assumptions about the assumptions 
that market participants would use in pricing.

The fair value of cash and cash equivalents, receivables, and 
accounts payable approximates their carrying value due to 
their short-term maturities.

Merchandise Inventory: Merchandise inventory consists of 
fi nished goods and is valued utilizing the cost method at the 
lower of cost or market determined on a weighted average 
basis. Merchandise inventory includes warehousing, freight, 
merchandise and design costs as an inventory product cost. 
We make certain assumptions regarding future demand and 
net realizable selling price in order to assess that our inventory 
is recorded properly at the lower of cost or market. These assump-
tions are based on both historical experience and current infor-
mation. We recorded adjustments to inventory and cost of sales 
for lower of cost or market of $9.3 million as of January 30, 2010 
and $9.5 million as of January 31, 2009.

Vendor Rebates: We receive vendor rebates from certain 
merchandise suppliers. The vendor rebates are earned as we 
receive merchandise from the suppliers and are computed at 
an agreed upon percentage of the purchase amount. Vendor 
rebates are recorded as a reduction of merchandise inventory, 
and are then recognized as a reduction of cost of sales when the 
related inventory is sold. Vendor rebates recorded as a reduction 
of merchandise inventory were $1.5 million as of January 30, 2010 
and $0.9 million as of January 31, 2009. Vendor rebates recorded 
as a reduction of cost of sales were $8.8 million for fi scal 2009, 
$8.3 million for fi scal 2008, and $7.4 million for fi scal 2007. 

Fixtures, Equipment and Improvements: Fixtures, equipment 
and improvements are stated at cost. Depreciation and amorti-
zation are provided for by the straight-line method over the 
following estimated useful lives:

Fixtures and equipment   10 years
Leasehold improvements Lesser of 10 years or lease term
Computer equipment   5 years
Software    3 years

Evaluation for Long-Lived Asset Impairment: We periodically 
evaluate the need to recognize impairment losses relating to 
long-lived assets in accordance with FASB ASC Topic 360, 
“Property, Plant and Equipment” (“ASC 360”). Long-lived assets 
are evaluated for recoverability whenever events or changes in 
circumstances indicate that an asset may have been impaired. 
In evaluating an asset for recoverability, we estimate the future 
undiscounted cash fl ows expected to result from the use of 
the asset and eventual disposition. If the sum of the expected 
future cash fl ows is less than the carrying amount of the asset, 
we write the asset down to fair value and we record impairment 
charges, accordingly. The estimation of fair value is measured 
by discounting expected future cash fl ows. The recoverability 
assessment related to store-level assets requires judgments 
and estimates of future revenues, gross margin rates and store 
expenses. The Company bases these estimates upon its past 
and expected future performance. The Company believes its 
estimates are appropriate in light of current market conditions. 
However, future impairment charges could be required for certain 
store locations if the Company does not achieve its current revenue 
or cash fl ow projections (see note 4 for a further discussion).



32 / Aéropostale, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

Pre-Opening Expenses: New store pre-opening costs are 
expensed as they are incurred.

Leases: Our store operating leases typically provide for fi xed 
non-contingent rent escalations. Rent payments under our store 
leases typically commence when the store opens. These leases 
include a pre-opening period that allows us to take possession 
of the property to construct the store. We recognize rent expense 
on a straight-line basis over the non-cancelable term of each 
individual underlying lease, commencing when we take posses-
sion of the property (see note 14 for a further discussion).

In addition, our store leases require us to pay additional rent 
based on specifi ed percentages of sales, after we achieve 
specifi ed annual sales thresholds. We use store sales trends 
to estimate and record liabilities for these additional rent 
obligations during interim periods. Most of our store leases 
entitle us to receive tenant allowances from our landlords. 
We record these tenant allowances as a deferred rent liability, 
which we amortize as a reduction of rent expense over the 
non-cancelable term of each underlying lease.

Revenue Recognition: Sales revenue is recognized at the “point 
of sale” in our stores, and at the time our e-commerce customers 
take possession of merchandise. Allowances for sales returns are 
recorded as a reduction of net sales in the periods in which the 
related sales are recognized. Also included in sales revenue is 
shipping revenue from our e-commerce customers. Revenue from 
licensing arrangements is recognized when earned in accordance 
with the terms of the underlying agreement, generally based 
upon the greater of the contractually earned or guaranteed 
minimum royalty levels.

Gift Cards: We sell gift cards to our customers in our retail stores, 
through our website, and through select third parties. We do 
not charge administrative fees on unused gift cards and our gift 
cards do not have an expiration date. We recognize income from 
gift cards when the gift card is redeemed by the customer. In 
addition, in the fourth quarter of fi scal 2007, we relieved our 
legal obligation to escheat the value of unredeemed gift cards 
to the relevant jurisdiction. We therefore determined that the 
likelihood of certain gift cards being redeemed by the customer 

was remote, based upon historical redemption patterns of gift 
cards. For those gift cards that we determined redemption to 
be remote, we reversed our liability, and recorded gift card 
breakage income. In fi scal 2009, we recorded $4.0 million in 
net sales related to gift card breakage income. In fi scal 2008, 
we recorded $2.9 million in net sales related to gift card break-
age income compared to the initial recognition of $7.7 million 
in the fourth quarter of fi scal 2007, of which, $5.9 million was 
related to gift cards issued prior to fi scal 2007 (see note 7 for 
a further discussion).

Cost of Sales: Cost of sales includes costs related to merchan-
dise sold, including inventory valuation adjustments, distribution 
and warehousing, freight from the distribution center to the 
stores, shipping and handling costs, payroll for our design, 
buying and merchandising departments, and occupancy costs. 
Occupancy costs include rent, contingent rent, common area 
maintenance, real estate taxes, utilities, repairs, maintenance, 
depreciation and amortization and impairment charges.

Selling, General and Administrative Expenses: Selling, general 
and administrative expenses, or SG&A, include costs related to 
selling expenses, store management and corporate expenses 
such as payroll and employee benefi ts, marketing expenses, 
employment taxes, information technology maintenance costs 
and expenses, insurance and legal expenses, store pre-opening 
and other corporate level expenses. Store pre-opening expenses 
include store level payroll, grand opening event marketing, travel, 
supplies and other store pre-opening expenses.

Self-Insurance: We self-insure our workers compensation claims 
and our employee medical benefi ts. The recorded liabilities for 
these risks are calculated primarily using historical experience 
and current information. The liabilities include amounts for actual 
claims and estimated claims incurred but not yet reported. Self-
insurance liabilities were $4.8 million at January 30, 2010 and 
$4.3 million at January 31, 2009. We paid workers compensa-
tion claims of $0.7 million in fi scal 2009, $0.4 million in fi scal 
2008 and $0.3 million in fi scal 2007. In addition, we paid 
employee medical claims of $11.8 million in fi scal 2009, 
$9.0 million in fi scal 2008 and $7.1 million in fi scal 2007.



Aéropostale, Inc. and Subsidiaries / 33

Notes to Consolidated Financial Statements

Retirement Benefi t Plans: Our retirement benefi t plan costs are 
accounted for using actuarial valuations required by FASB ASC 
Topic 715 “Compensation – Retirement Benefi ts” (“ASC 715”). 
ASC 715 requires an entity to recognize the funded status of its 
defi ned pension plans on the balance sheet and to recognize 
changes in the funded status that arise during the period but 
are not recognized as components of net periodic benefi t 
cost, within other comprehensive loss, net of income taxes 
(see note 11 for a further discussion).

Marketing Costs: Marketing costs, which include e-commerce, 
print, radio and other media advertising and collegiate athletic 
conference sponsorships, are expensed at the point of fi rst 
broadcast or distribution, and were $8.5 million in fi scal 2009, 
$9.5 million in fi scal 2008, and $7.6 million in fi scal 2007.

Stock-Based Compensation: We follow the provisions from the 
FASB ASC Topic 718 “Compensation – Stock Compensation” 
(“ASC 718”). Under such guidance, all forms of share-based 
payment to employees and directors, including stock options, 
must be treated as compensation and recognized in the 
income statement.

Segment Reporting: FASB ASC Topic 280, “Segment Report-
ing” (“ASC 280”), establishes standards for reporting informa-
tion about a company’s operating segments. It also establishes 
standards for related disclosures about products and services, 
geographic areas and major customers. We operate in and report 
as a single aggregated operating segment, which includes the 
operations of our Aéropostale retail stores, P.S. from Aéropostale 
retail stores, our Aéropostale e-commerce site, and licensing 
revenue. We do not rely on any major customers as a source of 
revenue. Licensing revenue was less than 1% of total net sales 
for each period presented.

The following tables present summarized geographical 
information (in thousands):

Fiscal 2009 2008 2007

Net sales:
 United States1  $2,141,247 $1,840,238 $1,577,189
 Canada 88,858 45,293 13,694

Total net sales $2,230,105 $1,885,531 $1,590,883

1  Amounts represent sales from Aéropostale U.S. retail stores, as well as 
e-commerce sales, that are billed to and/or shipped to foreign countries 
and licensing revenue.

   January 30, January 31, 
   2010 2009

Long-lived assets, net:
 United States   $228,491 $234,367
 Canada    23,067 14,632

Total long-lived assets, net   $251,558 $248,999

Our consolidated net sales mix by merchandise category was 
as follows:

Fiscal 2009 2008 2007

Merchandise Categories:
Young Women’s 70% 71% 72%
Young Men’s 30 29 28

Total Merchandise Sales 100% 100% 100%

During fi scal 2009, we sourced approximately 81% of our mer-
chandise from our top fi ve merchandise vendors. During fi scal 
2008, we sourced approximately 76% of our merchandise from 
our top fi ve merchandise vendors. The loss of any of these sources 
could adversely impact our ability to operate our business. We 
ceased doing business with South Bay Apparel Inc., one of our 
largest suppliers of graphic T-shirts and fl eece, in July 2007 (see 
note 14 for a further discussion). We have replaced this business 
both with new vendors and our existing vendor base.
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Income Taxes: Income taxes are accounted for in accordance 
with FASB ASC Topic 740, “Income Taxes” (“ASC 740”). Under 
ASC 740, income taxes are recognized for the amount of taxes 
payable for the current year and deferred tax assets and liabili-
ties for the future tax consequence of events that have been 
recognized differently in the fi nancial statements than for tax 
purposes. Deferred tax assets and liabilities are established 
using statutory tax rates and are adjusted for tax rate changes. 
ASC 740 clarifi es the accounting for uncertainty in income taxes 
recognized in an entity’s fi nancial statements and requires com-
panies to determine whether it is “more likely than not” that a 
tax position will be sustained upon examination by the appro-
priate taxing authorities before any part of the benefi t can be 
recorded in the fi nancial statements. For those tax positions 
where it is not “more likely than not” that a tax benefi t will 
be sustained, no tax benefi t is recognized. Where applicable, 
associated interest and penalties are also recorded. Interest 
and penalties, if any, are recorded within the provision for 
income taxes in the Company’s Consolidated Statements of 
Income and are classifi ed on the Consolidated Balance Sheets 
with the related liability for uncertain tax contingency liabilities.

Subsequent Events: For the fi scal year ended January 30, 2010, 
the Company has evaluated subsequent events for potential 
recognition and disclosure through the date of fi nancial state-
ment issuance (see notes 2 and 3 for a further discussion).

Recent Accounting Developments: In June 2009, the FASB 
issued authoritative guidance which established the FASB 
Accounting Standards Codifi cation (“Codifi cation”). The 
Codifi cation became the source of authoritative generally 
accepted accounting principles in the United States of America. 
It changed the referencing of fi nancial standards but was not 
intended to change or alter existing U.S. GAAP. The Codifi ca-
tion was effective for interim or annual fi nancial periods ending 
after September 15, 2009 and was effective for us in the third 
quarter of 2009. This new guidance applies only to fi nancial 
statement disclosures and therefore we have updated our 
references for the accounting guidance.

In May 2009, the FASB issued authoritative guidance now 
codifi ed as FASB ASC Topic 855, “Subsequent Events”. The 
objective of this guidance is to establish general standards of 
accounting for and disclosure of events that occur after the 
balance sheet date but before fi nancial statements are issued 
or are available to be issued. In particular, this guidance sets 

forth: a) the period after the balance sheet date during which 
management of a reporting entity should evaluate events or 
transactions that may occur for potential recognition or dis-
closure in the fi nancial statements; b) the circumstances under 
which an entity should recognize events or transactions occur-
ring after the balance sheet date in its fi nancial statements; 
and c) the disclosures that an entity should make about events 
or transactions that occurred after the balance sheet date. In 
accordance with this guidance, an entity should apply the 
requirements to interim or annual fi nancial periods ending 
after June 15, 2009. We adopted the new guidance in the 
second quarter of 2009. The adoption did not have an 
impact on our consolidated fi nancial statements.

In December 2008, the FASB issued authoritative guidance now 
codifi ed as FASB ASC Topic 715, “Compensation – Retirement 
Benefi ts” (“ASC 715”). The guidance requires more detailed 
disclosures about employers’ plan assets, including employers’ 
investment strategies, major categories of plan assets, concen-
trations of risk within plan assets, and valuation techniques used 
to measure the fair value of plan assets. The new guidance was 
effective for fi scal years ending after December 15, 2009 and the 
adoption did not have a material impact on our consolidated 
fi nancial statements.

In September 2006, the FASB issued authoritative guidance now 
codifi ed as FASB ASC Topic 820, “Fair Value Measurements 
and Disclosures” (“ASC 820”). The guidance defi nes fair value, 
establishes a framework for measuring fair value in generally 
accepted accounting principles, and expands disclosures about 
fair value measurements. This guidance applies under other 
accounting pronouncements that require or permit fair value 
measurements, the FASB having concluded in those other 
accounting pronouncements that fair value is the relevant 
measurement attribute. It is effective in fi nancial statements 
issued for fi scal years beginning after November 15, 2007. 
However, in February 2008, the FASB issued additional ASC 820 
guidance which delayed application of certain guidance related 
to nonrecurring fair value measurements of non-fi nancial assets 
and non-fi nancial liabilities until fi scal years beginning after 
November 15, 2008. We adopted the provisions of ASC 820 
as it related to nonrecurring fair value measurements of non-
fi nancial assets and liabilities at the beginning of fi scal 2009. 
The adoption did not have a material impact on our consoli-
dated fi nancial statements.
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2. STOCK SPLIT

On February 3, 2010, we announced a three-for-two stock split 
on all shares of our common stock. The stock split was consum-
mated and distributed on March 5, 2010 in the form of a stock 
dividend to all shareholders of record on February 24, 2010. All 
share and per share amounts presented in this report were retro-
actively adjusted for the common stock split, as were all previously 
reported periods contained herein. This stock split resulted in 
the issuance of 31.3 million additional shares of common stock 
and was accounted for in accordance with FASB ASC Topic 260, 
“Earnings Per Share” (“ASC 260”) by the transfer of $0.3 million 
from additional paid-in capital to common stock, which is the 
amount equal to the par value of the additional shares issued 
to effect the stock split on March 5, 2010.

3.  EXECUTIVE TRANSITION

On February 1, 2010, Julian R. Geiger, our Chairman and 
former Chief Executive Offi cer, provided us with formal notice 
of election in accordance with the terms of his employment 
agreement, thereby ending his service as Chief Executive 
Offi cer effective February 12, 2010. Mr. Geiger has served as 
our Chairman and CEO since 1996. Mr. Geiger continues to 
serve as Chairman of our Board of Directors and as a part-
time advisor to the Company. Effective February 12, 2010, 
Mindy C. Meads and Thomas P. Johnson were each promoted 
to the position of Co-Chief Executive Offi cer. In addition, also 
effective February 12, 2010, Michael J. Cunningham was pro-
moted to the position of President and Chief Financial Offi cer. 
On February 12, 2010, Ms. Meads and Mr. Johnson each received 
a grant of 43,092 shares of restricted stock, 50% of which will 
vest one year from the grant date, and 50% two years from 
the grant date. Additionally, Mr. Cunningham received a grant 
of 19,103 shares of restricted stock in September 2009, 50% of 
which will vest in September 2010 and 50% in September 2011.

In connection with his advisory role, Mr. Geiger will receive an 
annual advisory fee of $250,000 and an annual grant of not less 
than 30,000 shares, or more than 60,000 shares of restricted 
stock, depending upon Company performance during that 
fi scal year. As a result of the election by Mr. Geiger, we expect 

to make a payment to Mr. Geiger, in August 2010, of approxi-
mately $16.5 million from our Supplemental Executive Retire-
ment Plan (“SERP”). Accordingly, the SERP liability related to 
Mr. Geiger has been classifi ed as a current liability in our con-
solidated balance sheet as of January 30, 2010 (see note 11 for 
a further discussion). Such amount will be paid from our cash 
fl ows from operations. At the date of payment to Mr. Geiger, 
we will record a charge of approximately $5.7 million in selling, 
general and administrative expenses, with a corresponding 
amount recorded to relieve accumulated other comprehensive 
loss included in our stockholder’s equity. This accounting treat-
ment is in accordance with settlement accounting procedures 
under the provisions of ASC 715-30-35-79. In February 2010, 
we recorded a charge of $0.5 million in selling, general and 
administrative expenses for the accelerated amortization of 
stock compensation expense in connection with the acceler-
ated vesting of Mr. Geiger’s remaining stock awards.

4.  ASSET IMPAIRMENT AND JIMMY’Z STORE 
CONCEPT CLOSING

Asset Impairment: We have recorded Aéropostale store impair-
ments of $3.0 million in fi scal 2009 for six stores, $3.7 million in 
fi scal 2008 for 11 stores and $1.7 million in fi scal 2007 for fi ve 
stores. These charges were included in depreciation and amorti-
zation expense, which is included as a component of cost of sales. 
These amounts include the write-down of long-lived assets at 
stores that were assessed for impairment because of changes 
in circumstances that indicated the carrying value of an asset 
may not be recoverable or management’s intention to relocate 
or close the stores. The 2009 impairment charges were primarily 
related to revenues not meeting targeted levels of the respec-
tive stores as a result of the macroeconomic conditions, location 
related conditions and other factors that are negatively impact-
ing the sales and cash fl ows of these locations.

Long-lived assets are measured at fair value on a nonrecur-
ring basis for purposes of calculating impairment using Level 3 
inputs as defi ned in the fair value hierarchy as described in 
note 1. The fair value of long-lived assets is determined by 
estimating the amount and timing of net future discounted 
cash fl ows. We estimate future cash fl ows based on our 
experience, current trends and local market conditions.
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In accordance with the provisions of the Impairment or Disposal 
of Long-Lived Assets Subsections of ASC 360, long-lived assets 
held and used with a carrying amount of $3.0 million were written 
down to zero, which is their fair value, resulting in an impairment 
charge of $3.0 million, which was included in earnings for the period.

Jimmy’Z Store Concept Closing: During the second quarter 
of fi scal 2009, we closed all 11 Jimmy’Z stores. During the fi rst 
twenty-six weeks of fi scal 2009, we recorded inventory related 
charges of $1.3 million, severance charges of $1.1 million, and 
net lease termination charges of $0.7 million. Of these costs, 
$2.8 million was recorded in cost of sales and $0.3 million 
was recorded in selling, general and administrative expenses. 
All of the above costs were paid as of January 30, 2010 and 
there are no remaining costs to be incurred in connection 
with the closings.

5. ACCUMULATED OTHER COMPREHENSIVE LOSS

The following table sets forth the components of accumulated 
other comprehensive loss (in thousands):

  January 30, January 31,  February 2,
  2010 2009 2008

Pension liability, net of tax $(7,042) $(6,330) $(5,856)
Cumulative foreign 
 currency translation 
 adjustment1  49 (2,668) 1,206

Total accumulated other 
 comprehensive loss  $(6,993) $(8,998) $(4,650)

1   Foreign currency translation adjustments are not adjusted for income taxes as 
they relate to a permanent investment in our subsidiary in Canada. 

6. FIXTURES, EQUIPMENT AND IMPROVEMENTS

Fixtures, equipment and improvements consist of the following 
(in thousands):

  January 30, January 31,
  2010 2009

Leasehold improvements  $269,809 $248,724
Fixtures and equipment  118,591 109,158
Computer equipment and software  68,561 55,503
Construction in progress  696 1,339

      457,657 414,724
Less accumulated depreciation 
 and amortization  206,099 165,725

      $251,558 $248,999

Depreciation and amortization expense was $52.9 million in fi scal 
2009, $45.8 million in fi scal 2008, and $36.8 million in fi scal 2007. 
Included in depreciation and amortization expense are Aéropostale 
store impairment charges of $3.0 million in fi scal 2009, $3.7 mil-
lion in fi scal 2008 and $1.7 million in fi scal 2007.

7. ACCRUED EXPENSES

Accrued expenses consist of the following (in thousands):

  January 30, January 31,
  2010 2009

Accrued compensation  $ 32,682 $30,043
Income taxes payable  26,867 10,862
Accrued gift cards  24,559 19,349
Current portion of SERP liability  17,080 –
Accrued rent  16,804 13,748
Other    32,998 24,188

      $150,990 $98,190

The table below sets forth by level within the fair value hierarchy the long-lived assets as of January 30, 2010 for which an impair-
ment assessment was performed (in thousands):

 Quoted prices 
 in active Signifi cant 
 markets for other Signifi cant
 identical observable unobservable
 assets inputs inputs Total fair
 (level 1) (level 2) (level 3) value Total losses

Long-lived assets held and used $ – $ – $ – $ – $2,988
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8. REVOLVING CREDIT FACILITY

We have an amended and restated revolving credit facility with 
Bank of America, N.A. (the “Credit Facility”). The Credit Facility 
provides for a $150.0 million revolving credit line. The Credit 
Facility is available for working capital and general corporate 
purposes, including the repurchase of the Company’s capital 
stock and for its capital expenditures. The Credit Facility is 
scheduled to expire on November 13, 2012 and is guaran-
teed by all of our domestic subsidiaries (the “Guarantors”).

Loans under the Credit Facility are secured by all our assets and 
are guaranteed by the Guarantors. Upon the occurrence of a 
Cash Dominion Event (as defi ned in the Credit Facility) among 
other limitations, our ability to borrow funds, make invest-
ments, pay dividends and repurchase shares of our common 
stock would be limited. Direct borrowings under the Credit 
Facility bear interest at a margin over either LIBOR or a Base 
Rate (as each such term is defi ned in the Credit Facility).

The Credit Facility also contains covenants that, subject to 
specifi ed exceptions, restrict our ability to, among other things:

•  incur additional debt or encumber assets of the Company;
•  merge with or acquire other companies, liquidate or dissolve;
•  sell, transfer, lease or dispose of assets; and
•  make loans or guarantees.

Events of default under the Credit Facility include, subject to grace 
periods and notice provisions in certain circumstances, failure 
to pay principal amounts when due, breaches of covenants, mis-
representation, default of leases or other indebtedness, excess 
uninsured casualty loss, excess uninsured judgment or restraint 
of business, business failure or application for bankruptcy, insti-
tution of legal process or proceedings under federal, state or 
civil statutes, legal challenges to loan documents, and a change 
in control. If an event of default occurs, the Lender will be 
entitled to take various actions, including the acceleration of 
amounts due thereunder and requiring that all such amounts 
be immediately paid in full as well as possession and sale of all 

assets that have been used as collateral. Upon the occurrence 
of an event of default under the Credit Facility, the lenders may 
cease making loans, terminate the Credit Facility, and declare 
all amounts outstanding to be immediately due and payable. 
As of January 30, 2010, we are not aware of any instances of 
noncompliance with any covenants or any other event of default 
under the Credit Facility. As of January 30, 2010, we had no out-
standing balances or stand-by or commercial letters of credit 
issued under the Credit Facility.

9. EARNINGS PER SHARE

In accordance with ASC 260, basic earnings per share has been 
computed based upon the weighted average of common shares 
during the applicable fi scal year. Diluted net income per share 
includes the additional dilutive effect of our potentially dilutive 
securities, which include certain stock options, restricted stock 
units and performance shares.

Earnings per common share has been computed as follows 
(in thousands, except per share data):

Fiscal 2009 2008 2007

Net income $229,457 $149,422 $129,197

Weighted average 
 basic shares 99,629 100,248 111,473
Impact of 
 dilutive securities 1,396 1,116 796

Weighted average 
 diluted shares 101,025 101,364 112,269

Per common share:
Basic earnings per share $   2.30 $   1.49 $   1.16

Diluted earnings per share $   2.27 $   1.47 $   1.15

Options to purchase 6,000 shares in fi scal 2009, 1,572,764 shares 
in fi scal 2008, and 766,500 in fi scal 2007 were excluded from the 
computation of diluted earnings per share because the exercise 
prices of the options were greater than the average market price 
of the common shares.
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10. STOCK-BASED COMPENSATION

Under the provisions of ASC 718, all forms of share-based pay-
ment to employees and directors, including stock options, must be 
treated as compensation and recognized in the income statement.

Stock Options: We have stock option plans under which we may 
grant qualifi ed and non-qualifi ed stock options to purchase shares 
of our common stock to executives, consultants, directors, or other 
key employees. As of January 30, 2010, a total of 4,296,008 shares 
were available for future grant under our plans compared to a 
total of 5,150,118 shares as of January 31, 2009. Stock options 
may not be granted at less than the fair market value at the date 
of grant. Stock options generally vest over four years on a pro-
rata basis and expire after eight years. All outstanding stock 
options and restricted stock immediately vest upon (i) a change 
in control of the company and (ii) termination of the employee 
within one year of such change of control. We did not grant 
any stock options during fi scal 2009.

The fair value of options was estimated on the date of grant using 
the Black-Scholes option-pricing model. The Black-Scholes model 
requires certain assumptions, including estimating the length of 
time employees will retain their vested stock options before 
exercising them (“expected term”), the estimated volatility of 
our common stock price over the expected term and the number 

of options that will ultimately not complete their vesting require-
ments (“forfeitures”). Changes in the subjective assumptions 
can materially affect the estimate of fair value of stock-based 
compensation and consequently, the related amount recog-
nized in the consolidated statements of income.

In accordance with the provisions of ASC 718, the fair value of 
each option grant is estimated on the date of grant using the 
Black-Scholes option-pricing model based on certain assump-
tions for the grants in the respective periods. For fi scal 2008, 
our expected volatility was 43%, expected term was 5.25 years, 
risk-free interest rate was 2.68% and expected forfeiture rate 
was 25%. For fi scal 2007, our expected volatility was 45%, 
expected term was 5.25 years, risk-free interest rate was 4.49% 
and expected forfeiture rate was 25%.

We have elected to adopt the simplifi ed method to establish 
the beginning balance of the additional paid-in capital pool 
(“APIC Pool”) related to the tax effects of employee share-
based compensation, and to determine the subsequent impact 
on the APIC Pool and condensed consolidated statements of 
cash fl ows of the tax effects of employee and director share-
based awards that were outstanding.

The effects of applying the provisions of ASC 718 and the 
results obtained through the use of the Black-Scholes option-
pricing model are not necessarily indicative of future values.

We recognized $2.7 million in compensation expense related 
to stock options in fi scal 2009, $3.7 million in fi scal 2008 and 
$4.7 million in fi scal 2007. The weighted average grant-date 
fair value of options granted was $8.07 during fi scal 2008, and 

$8.23 during fi scal 2007. The intrinsic value of options exercised 
was $8.0 million in fi scal 2009, $1.7 million in fi scal 2008, and 
$15.4 million in fi scal 2007.

The following tables summarize stock option transactions for common stock for fi scal 2009:

   Weighted average Aggregate
   remaining intrinsic
 Shares Weighted average contractual term value
 (in thousands) exercise price (in years) (in millions)

Outstanding as of February 1, 2009 2,175 $13.91
 Granted – $     –
 Exercised (844) $12.40
 Cancelled (20) $16.65

Outstanding as of January 30, 2010 1,311 $14.85 4.31 $9.3

Options vested and expected to vest1 at January 30, 2010 1,214 $14.67 4.31 $8.8

Exercisable as of January 30, 2010 700 $13.03 3.55 $6.2

1 The number of options expected to vest takes into consideration estimated expected forfeitures.
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The following tables summarize information regarding non-
vested outstanding stock options as of January 30, 2010:

   Weighted
   average
  Shares grant-date
  (in thousands) fair value

Non-vested as of February 1, 2009  1,100 $7.54
 Granted  – $    –
 Vested  (472) $7.15
 Cancelled  (17) $7.98

Non-vested as of January 30, 2010  611 $7.83

As of January 30, 2010, there was $2.6 million of total unrecog-
nized compensation cost related to non-vested options that we 
expect to be recognized over the remaining weighted average 
vesting period of one year. We expect to recognize $1.9 million 
of this cost in fi scal 2010, $0.6 million in fi scal 2011 and $0.1 mil-
lion in fi scal 2012.

Non-Vested Stock: Certain of our employees and all of our 
directors have been awarded non-vested stock, pursuant to 
non-vested stock agreements. The non-vested stock awarded 
to employees cliff vest after up to three years of continuous 
service with us. Initial grants of non-vested stock awarded to 
directors vest, pro-rata, over a three-year period, based upon 
continuous service. Subsequent grants of non-vested stock 
awarded to directors vest in full one year after the grant-date.

The following table summarizes non-vested shares of stock 
outstanding at January 30, 2010:

   Weighted
   average
  Shares grant-date
  (in thousands) fair value

Outstanding as of February 1, 2009  1,092 $16.75
 Granted  449 $19.52
 Vested  (537) $15.31
 Cancelled  (24) $18.74

Outstanding as of January 30, 2010  980 $18.76

Total compensation expense is being amortized over the vesting 
period. Compensation expense was $8.1 million for fi scal 2009, 
$11.4 million for fi scal 2008 and $4.1 million for fi scal 2007. As 
of January 30, 2010, there was $7.2 million of unrecognized 
compensation cost related to non-vested stock awards that is 
expected to be recognized over the weighted average period 
of one year. The total fair value of shares vested were $8.2 mil-
lion during fi scal 2009, $7.7 million during fi scal 2008 and 
$1.3 million during fi scal 2007.

Performance Shares: Certain of our executives have been 
awarded performance shares, pursuant to performance shares 
agreements. The performance shares vest at the end of three 
years of continuous service with us, and the number of shares 
ultimately awarded is contingent upon meeting various cumula-
tive consolidated earnings targets. Compensation cost for the 
performance shares are periodically reviewed and adjusted 
based upon the probability of achieving certain performance 
goals targets. If the probability of achieving targets changes, 
compensation cost will be adjusted in the period that the 
probability of achievement changes.

The following table summarizes performance shares of stock 
outstanding at January 30, 2010:

   Weighted
   average
  Shares grant-date
  (in thousands) fair value

Outstanding as of February 1, 2009  239 $18.20
 Granted  440 $16.85
 Vested  – $     –
 Cancelled  (15) $16.65

Outstanding as of January 30, 2010  664 $17.35

Total compensation expense is being amortized over the vest-
ing period. Compensation expense was $3.9 million for fi scal 
2009, $1.5 million for fi scal 2008 and $0.6 million in fi scal 2007. 
As of January 30, 2010, there was $5.6 million of unrecognized 
compensation cost related to performance shares awards that 
is expected to be recognized over the weighted average 
period of two years.
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11. RETIREMENT BENEFIT PLANS

Retirement benefi t plan liabilities consisted of the following 
(in thousands):

  January 30, January 31,
  2010 2009

Supplemental Executive Retirement 
 Plan (“SERP”)  $25,282 $21,224
Long-term incentive deferred 
 compensation plan  935 591
Postretirement benefi t plan  923 655

Total     27,140 22,470
Less amount classifi ed in accrued 
 expenses related to SERP  17,080 –

Long-term retirement benefi t 
 plan liabilities  $10,060 $22,470

401(k) Plan: We maintain a qualifi ed, defi ned contribution 
retirement plan with a 401(k) salary deferral feature that covers 
substantially all of our employees who meet certain require-
ments. Under the terms of the plan, employees may contribute, 
subject to statutory limitations, up to 14% of gross earnings 
and we will provide a matching contribution of 50% of the fi rst 
5% of gross earnings contributed by the participants. We also 
have the option to make additional contributions. The terms of 
the plan provide for vesting in our matching contributions to 
the plan over a fi ve-year service period with 20% vesting after 
two years and 50% vesting after year three. Vesting increases 
thereafter at a rate of 25% per year so that participants will be 
fully vested after year fi ve. Contribution expense was $1.1 million 
in fi scal 2009, $0.8 million in fi scal 2008 and $0.7 million in 
fi scal 2007.

Supplemental Executive Retirement Plan: Our SERP is a non-
qualifi ed defi ned benefi t plan for certain offi cers. The plan is 
non-contributory and not funded and provides benefi ts based 
on years of service and compensation during employment. Par-
ticipants are fully vested upon entrance in the plan. Pension 
expense is determined using the projected unit credit cost 
method to estimate the total benefi ts ultimately payable to 
offi cers and this cost is allocated to service periods. The 
actuarial assumptions used to calculate pension costs are 
reviewed annually.

The following information about the SERP is provided below 
(in thousands):

  January 30, January 31,
  2010 2009

Change in benefi t obligation:
Benefi t obligation at 
 beginning of period  $ 21,224 $ 17,830
Service cost  686 655
Interest cost  1,514 1,146
Plan amendments  – –
Actuarial loss  1,858 1,593
Benefi ts paid  – –
Settlements  – –
Special termination benefi ts  – –

Benefi t obligation at end of period  $ 25,282 $ 21,224

Change in plan assets:
Fair value of plan assets at 
 beginning of period  $         – $        –
Actual return on plan assets  – –
Employer contributions  – –
Benefi ts paid  – –
Settlements  – –

Fair value of plan assets at  end of period $         – $        –

Funded status at end of period  $(25,282) $(21,224)

Amounts recognized in the statement 
 of fi nancial position:
Noncurrent assets  $         – $        –
Current liabilities  (17,080) –
Noncurrent liabilities  (8,202) (21,224)

      $(25,282) $(21,224)

Amounts recognized in accumulated 
 other comprehensive loss:
Net loss   $ 10,337 $  9,107
Prior service cost  759 833

Total     $ 11,096 $  9,940

Information for pension plans with 
 an accumulated benefi t obligation 
 in excess of plan assets:
Projected benefi t obligation  $ 25,282 $ 21,224
Accumulated benefi t obligation  20,609 17,240
Fair value of plan assets  – –
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Pension expense includes the following components (in thousands):

Fiscal 2009 2008 2007

Components of net periodic 
benefi t cost:
Service cost $  686 $  655 $  534
Interest cost 1,514 1,146 901
Expected return on 
 plan assets – – –
Amortization of prior 
 service cost 74 74 74
Amortization of net loss 628 594 421

Net periodic benefi t cost $2,902 $2,469 $1,930

Other changes in plan assets 
 and benefi t obligations 
 recognized in other 
 comprehensive loss:
Net actuarial loss $1,858 $1,593 $1,248
Prior service cost – – –
Amortization of net loss (628) (594) (421)
Amortization of prior 
 service cost (74) (74) (74)

Total recognized in other 
 comprehensive loss $1,156 $  925 $  753

Total recognized in 
 net periodic benefi t 
 cost and other 
 comprehensive loss $4,058 $3,394 $2,683

Weighted average 
 assumptions used:
Discount rate to 
 determine benefi t 
 obligations 5.60% 6.75% 5.75%
Discount rate to 
 determine net periodic 
 pension cost 6.75% 5.75% 5.75%
Rate of compensation 
 increase1 4.50% 4.50% 4.50%

1  Rate of compensation is used for determining the benefi t obligation and net 
periodic pension cost.

The estimated net loss and prior service cost for the defi ned 
benefi t pension plan that will be amortized from accumulated 
other comprehensive loss into net periodic benefi t cost over 
the next fi scal year are $544,000 and $74,000, respectively. The 
estimated net loss and prior service cost for the other post-
retirement plan that will be amortized from accumulated other 
comprehensive loss into net periodic benefi t cost over the next 
fi scal year are $14,000 and $17,000, respectively.

The discount rates were determined by matching a published 
set of zero coupon yields and associated durations to expected 
plan benefi t payment streams to obtain an implicit internal rate 
of return.

Long-Term Incentive Deferred Compensation Plan: We have a 
long-term incentive deferred compensation plan established 
for the purpose of providing long-term incentives to a select 
group of management, with liabilities of $0.9 million as of 
January 30, 2010 and $0.6 million at January 31, 2009. The 
plan is a non-qualifi ed, defi ned contribution plan and is not 
funded. Participants in this plan include all employees desig-
nated by us as Vice President, or other higher-ranking positions 
that are not participants in the SERP. We record annual monetary 
credits to each participant’s account based on compensation 
levels and years as a participant in the plan. Annual interest 
credits are applied to the balance of each participant’s account 
based upon established benchmarks. Each annual credit is 
subject to a three-year cliff-vesting schedule, and participants’ 
accounts will be fully vested upon retirement after completing 
fi ve years of service and attaining age 55.

Postretirement Benefi t Plan: We have a postretirement benefi t 
plan for certain executives that provides retiree medical and 
dental benefi ts. The plan is an other post-employment benefi t 
plan and is not funded. We have recorded non-current liabilities 
of $0.9 million as of January 30, 2010 and $0.7 million as of 
January 31, 2009 for the accumulated postretirement benefi t 
obligation. Pension expense and the liability related to this plan 
was not material to our consolidated fi nancial statements for 
any period presented.

We expect to contribute approximately $17.6 million to the 
SERP and $19,000 to the Postretirement Benefi t Plan in fi scal 
2010. The amount of cash contributions we are required to 
make to the plans could increase or decrease depending on 
when employees make retirement elections and other factors 
which are not in the control of the Company. Our expected 
cash contributions to the plans are equal to the expected 
benefi t payments as shown in the table below.

Future benefi t payments are expected to be (in thousands):

      Postretirement
  SERP Plan  Benefi t Plan

2010      $17,598 $ 19
2011       – 21
2012       – 23
2013       – 22
2014       – 20
Years 2015-2019   5,162 182
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12. STOCK REPURCHASE PROGRAM

We repurchase our common stock from time to time under a stock 
repurchase program. The repurchase program may be modifi ed 
or terminated by the Board of Directors at any time, and there 
is no expiration date for the program. The extent and timing 
of repurchases will depend upon general business and market 
conditions, stock prices, opening and closing of the stock trading 
window, and liquidity and capital resource requirements going 
forward. During fi scal 2009, we repurchased 7.6 million shares 
for $174.3 million, as compared to repurchases of 0.3 million 
shares for $6.7 million during fi scal 2008 and 17.5 million shares 
for $266.7 million during fi scal 2007. On December 7, 2009, our 
Board of Directors approved a $250.0 million increase in repurchase 
availability under the program, bringing total repurchase authori-
zation, since inception of the program, to $850.0 million. As 
of January 30, 2010, we have approximately $202.8 million of 
repurchase authorization remaining under our $850.0 million 
share repurchase program.

13. INCOME TAXES

Domestic and foreign pretax income are as follows (in thousands):

Fiscal 2009 2008 2007

Domestic $376,773 $249,726 $210,016
Foreign  6,033 (917) (1,013)

Total income 
 before provision 
 for income taxes $382,806 $248,809 $209,003

The provision for income taxes consists of the following 
(in thousands):

Fiscal 2009 2008 2007

Current:
 Federal $127,119 $78,823 $77,489
 State and local  28,865 17,376 15,227
 Foreign 1,535 166 80

     157,519 96,365 92,796

Deferred:
 Federal (3,204) 4,012 (8,831)
 State and local (1,479) (756) (3,775)
 Foreign 513 (234) (384)

     (4,170) 3,022 (12,990)

     $153,349 $99,387 $79,806

Reconciliation of the U.S. statutory tax rate with our effective 
tax rate is summarized as follows:

Fiscal 2009 2008 2007

Federal statutory rate 35.0% 35.0% 35.0%
Increase (decrease) in 
 tax resulting from:
State income taxes, 
 net of federal tax benefi ts 4.5 4.2 3.6
Other   0.6 0.7 (0.4)

Effective rate 40.1% 39.9% 38.2%

The components of the net deferred income tax assets are as 
follows (in thousands):

  January 30, January 31,
  2010 2009

Current:
 Inventory  $   1,889 $  1,212
 Unredeemed gift cards  1,119 1,261
 Accrued compensation  9,766 7,597
 Retirement benefi t plan liabilities  6,985 –
 Other  1,924 675

      $  21,683 $ 10,745

Non-current:
 Furniture, equipment 
  and improvements  $(12,686) $(11,813)
 Retirement benefi t plan liabilities  3,844 8,901
 Stock-based compensation  9,810 6,887
 Deferred rent and tenant allowances  1,925 3,720
 Net operating loss 
  carry-forwards (“NOL’s”)  2,147 2,364
 Valuation allowances for NOL’s  (281) (551)
 Other  1,624 3,001

      6,383 12,509

Net deferred income tax assets  $  28,066 $ 23,254
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As of January 30, 2010, we had approximately $40.5 million of 
NOL’s from certain states that were generated principally by our 
Jimmy’Z subsidiary that will expire between 2011 and 2030. We 
have recorded valuation allowances against certain of these NOL’s. 
Subsequent recognition of these deferred tax assets that were 
previously reduced by valuation allowances would result in an 
income tax benefi t in the period of such recognition.

We have not recognized any United States (“U.S.”) tax expense 
on undistributed foreign earnings as they are intended to be 
indefi nitely reinvested outside of the U.S.

We follow the provisions of FASB ASC Topic 740, “Income Taxes” 
(“ASC 740”), which clarifi es the accounting and disclosure for 
uncertainty in income taxes. On February 4, 2007, the fi rst day 
of our 2007 fi scal year, we recorded a decrease to beginning 
retained earnings of approximately $0.2 million and correspond-
ingly increased our liabilities for uncertain tax positions and 
related interest and penalties. In addition, we recorded liabilities 
of $10.7 million for uncertain tax positions inclusive of interest 
and penalties. Also as of February 4, 2007, we recorded deferred 
tax assets of $7.9 million for federal and state benefi ts related 
to the uncertain tax positions. Net uncertain tax positions inclu-
sive of interest and penalties of $2.8 million as of the adoption 
date, $2.4 million as of February 2, 2008, $2.6 million as of 
January 31, 2009 and $4.9 million as of January 30, 2010, 
would favorably impact our effective tax rate if these net 
liabilities were reversed. As of January 30, 2010, $1.0 million 
of uncertain tax positions were classifi ed in accrued expenses.

We recognize interest and, if applicable, penalties, which could 
be assessed, related to uncertain tax positions in income tax 
expense. As of February 4, 2007, the total amount of accrued 
interest and penalties was $1.7 million before federal and, if 
applicable, state effect. We recorded approximately $0.9 mil-
lion, $0.3 million and $0.2 million in additional interest and 
penalties, before federal and, if applicable, state tax effect in 
fi scal 2009, 2008 and 2007, respectively. We had liabilities for 
accrued interest and penalties of $1.6 million as of January 30, 
2010 and $0.7 million as of January 31, 2009.

Below is a reconciliation of the beginning and ending amount 
of the gross unrecognized tax benefi ts relating to uncertain tax 
positions, which are recorded in our Consolidated Balance Sheets.

   Unrecognized
   tax benefi ts
   (in thousands)

Balance at February 4, 2007   $ 8,956
Increases due to tax positions related to prior years  94
Increases due to tax positions related to current year  448
Increases due to settlements with taxing authorities  286
Decreases due to tax positions related to prior years  (78)
Decreases due to expiration of statute of limitations  (112)

Balance at February 2, 2008   9,594
Increases due to tax positions related to prior years  485
Increases due to tax positions related to current year  316
Increases due to settlements with taxing authorities  229
Decreases due to settlements with taxing authorities  (8,487)
Decreases due to tax positions related to prior years  (180)
Decreases due to expiration of statute of limitations  (20)

Balance at January 31, 2009   1,937
Increases due to tax positions related to prior years  1,312
Increases due to tax positions related to current year  139
Decreases due to tax positions related to prior years  (20)
Decreases due to expiration of statute of limitations  (84)

Balance at January 30, 2010   $ 3,284

We fi le U.S. and Canadian federal, various state and provincial 
income tax returns. Our U.S. federal fi lings for the years 2002 
through 2005 were examined by the IRS and were settled in the 
fourth quarter of fi scal 2007. We paid approximately $7.7 million 
relating to this settlement in the fi rst quarter of fi scal 2008. This 
liability was included in the above balance of uncertain tax position 
liabilities at February 2, 2008. The examination liability related 
to the timing of taxable revenue from unredeemed gift cards. 
Our 2006 and 2007 returns are currently under audit by the IRS. 
Currently, no signifi cant issues have been identifi ed and we 
expect the audit to be completed by the end of 2010. All tax 
returns remain open for examination generally for our 2005 
through 2007 tax years by various taxing authorities. However, 
certain states may keep their statute open for six to ten years.
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14. COMMITMENTS AND CONTINGENCIES

Leases – We are committed under non-cancelable leases for our 
entire store, distribution centers and offi ce space locations, which 
generally provide for minimum rent plus additional increases in 
real estate taxes, certain operating expenses, etc. Certain leases 
also require contingent rent based on sales.

The aggregate minimum annual real estate rent commitments 
as of January 30, 2010 are as follows (in thousands):

Due in fi scal year   Total

2010      $106,736
2011      106,437
2012      100,441
2013      93,678
2014      83,712
Thereafter   235,844

Total      $726,848

Additionally, as of January 30, 2010, we were committed to 
equipment leases in aggregate of $6.6 million through fi scal 2013.

Rental expense consists of the following (in thousands):

Fiscal 2009 2008 2007

Minimum rentals for stores $97,889 $88,040 $77,640
Contingent rentals 23,809 18,793 13,384
Offi ce space rentals  3,921 3,914 2,819
Distribution centers rentals 3,181 3,181 3,080
Equipment rentals 3,070 1,981 1,234

Employment Agreements – As of January 30, 2010, we had 
outstanding employment agreements with certain members of 
our senior management totaling $7.0 million. These employ-
ment agreements expire at February 12, 2012, except for the 
advisory role agreement with our Chairman and former Chief 
Executive Offi cer, which expires at the end of fi scal 2010.

Legal Proceedings – In January 2008, we learned that the 
SEC had issued a formal order of investigation with respect 
to matters arising from the activities of Christopher L. Finazzo, 
our former Executive Vice President and Chief Merchandising 
Offi cer. The SEC’s investigation is a non-public, fact-fi nding 
inquiry to determine whether any violations of law have occurred. 
We are cooperating fully with the SEC in its investigation.

In November 2007, we entered into an agreement (the “Agree-
ment”) with Mr. Finazzo settling disputes between us. In the fourth 
quarter of fi scal 2007, pursuant to the terms of the Agreement, 
Mr. Finazzo paid us $5.0 million, and in turn, we paid Mr. Finazzo, 
simultaneously with his payment to us, approximately $0.9 mil-
lion, which represented the value of Mr. Finazzo’s benefi ts under 
our Supplemental Executive Retirement Plan. We recorded net 
other operating income of approximately $4.1 million in the 
fourth quarter of fi scal 2007.

In November 2006, we announced that Mr. Finazzo had been 
terminated for cause, based upon information uncovered by 
management and after an independent investigation was 
conducted at the direction, and under the supervision, of a 
special committee of our Board of Directors. The investigation 
revealed that Mr. Finazzo:

•  concealed from management and our Board of Directors, 
and failed to disclose in corporate disclosure documents, 
his personal ownership interests in, and offi cer positions of, 
certain corporate entities affi liated with one of our primary 
vendors at the time, South Bay Apparel, Inc.,

•  without the knowledge or authorization of our manage-
ment, executed a corporate Guaranty Agreement in March 
1999, that, had it been enforceable, would have obligated 
us to guarantee any payments due from South Bay 
Apparel, Inc. to Tricot Richelieu, Inc., an apparel manufac-
turer and vendor to South Bay Apparel, Inc., and

•  failed to disclose unauthorized business relationships and 
transactions between immediate and extended family 
members of Mr. Finazzo and certain other of our vendors.
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In December 2006, we entered into an agreement with South 
Bay Apparel, Inc. and Douglas Dey, South Bay Apparel, Inc.’s 
President, whereby the parties resolved certain outstanding 
matters between them. As such, South Bay Apparel, Inc. paid 
us $8.0 million, representing (i) a concession of $7.1 million by 
South Bay Apparel, Inc. and Mr. Dey concerning prior purchases 
of merchandise by us, which was refl ected as a reduction in the 
cost of merchandise in fi scal 2006, and (ii) reimbursement by 
South Bay Apparel, Inc. of $0.9 million, which offset professional 
fees that we incurred associated with the negotiation of the 
Agreement and the investigation of the underlying facts associ-
ated with those outstanding matters.  In addition, South Bay 
Apparel, Inc. and Mr. Dey reduced the price of merchandise 
sold to us to a price that we believed represented fair value, 
based on costs of comparable merchandise. We also agreed 

to purchase excess merchandise held at the time by South Bay 
Apparel, Inc.  Once the excess inventory was fully depleted 
during the third quarter of fi scal 2007, we ceased doing 
business with South Bay Apparel Inc.

We are also party to various litigation matters and proceedings 
in the ordinary course of business. In the opinion of our manage-
ment, dispositions of these matters are not expected to have 
a material adverse effect on our fi nancial position, results of 
operations or cash fl ows.

Guarantees – We had no fi nancial guarantees outstanding 
at January 30, 2010.  We had no commercial commitments 
outstanding as of January 30, 2010.

15. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

The following table sets forth certain unaudited quarterly fi nancial information (in thousands, except per share amounts):

13 weeks ended May 2, August 1, October 31, January 30,
 2009 2009 2009 2010

FISCAL 2009
Net sales  $408,024 $453,020 $567,838 $801,223
Gross profi t 147,890 165,692 222,917 310,648
Net income 31,675 38,589 62,629 96,564
Basic earnings per share 0.31 0.38 0.62 1.00
Diluted earnings per share 0.31 0.38 0.61 0.99

13 weeks ended May 3, August 2, November 1, January 31,
 2008 2008 2008 2009

FISCAL 2008
Net sales  $336,332 $377,145 $482,037 $690,017
Gross profi t 111,278 125,936 173,451 243,517
Net income 17,498 21,053 42,646 68,225
Basic earnings per share 0.17 0.21 0.43 0.68
Diluted earnings per share 0.17 0.21 0.42 0.67
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TRANSFER AGENT
American Stock Transfer & Trust Company
59 Maiden Lane
New York, NY 10038
212-936-5100

INDEPENDENT AUDITORS
Deloitte & Touche LLP
Two World Financial Center
New York, NY 10281

INVESTOR INQUIRIES
If you would like general information on Aéropostale, Inc. 
as a publicly traded company, please call Kenneth Ohashi, 
Vice President, Investor and Media Relations, at 646-452-1876 
or e-mail at kohashi@aeropostale.com.

WEBSITE
Information regarding Aéropostale, Inc. and our products is
available on our Internet website: www.aeropostale.com.

FORM 10-K
Shareholders may obtain without charge a copy of the Company’s 
annual report on Form 10-K, as fi led with the Securities and 
Exchange Commission, by accessing Investor Information on 
the Company’s website.

MARKET DATA
Shares of Aéropostale, Inc. common stock are traded on the 
New York Stock Exchange under the symbol “ARO”.

CORPORATE HEADQUARTERS
Aéropostale, Inc.
112 West 34th Street, 22nd Floor
New York, NY 10120
646-485-5410

MARKET PRICE OF COMMON STOCK
The following table sets forth the range of high and low sales 
prices of our common stock as reported on the New York Stock 
Exchange since February 3, 2008. All stock prices in the table below 
were adjusted for the three-for-two stock split on all shares of our 
common stock that was distributed on March 5, 2010.

Market Price  High Low

FISCAL 2009
4th quarter  $25.50 $19.30
3rd quarter  29.47 23.43
2nd quarter  25.48 20.67
1st quarter  22.65 13.78

FISCAL 2008
4th quarter  $16.12 $ 8.50
3rd quarter  24.53 13.84
2nd quarter  23.85 20.17
1st quarter  22.05 16.11

STOCK PERFORMANCE GRAPH
The following graph shows the changes, for the period 
commencing January 31, 2005 and ended January 29, 2010 
(the last trading day during fi scal 2009), in the value of $100 
invested in shares of our common stock, the Standard & Poor’s 
MidCap 400 Composite Stock Price Index (the “S&P MidCap 
400 Index”) and the Standard & Poor’s Apparel Retail Compos-
ite Index (the “S&P Apparel Retail Index”). The plotted points 
represent the closing price on the last trading day of the fi scal 
year indicated.

CUMULATIVE TOTAL RETURN
Based upon an initial investment of $100 on January 31, 2005 
with dividends reinvested.

 Jan Jan Jan Jan Jan Jan
 2005 2006 2007 2008 2009 2010

Aéropostale, Inc. $100 $109 $129 $152 $114 $178
S&P MidCap 400 $100 $122 $132 $129 $ 81 $117
S&P Apparel Retail $100 $ 95 $109 $104 $ 53 $105

Copyright © 2010, Standard & Poor’s, a division of The McGraw-Hill Companies, 
Inc. All rights reserved. 

We have not paid a dividend on our common stock during our 
last three fi scal years, and we do not have any current intention 
to pay a dividend on our common stock.

STOCKHOLDERS
As of March 19, 2010, there were 58 stockholders of record. 
However, when including others holding shares in broker 
accounts under street name, we estimate the shareholder 
base at approximately 57,500.
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