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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended August 1, 2009
OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number 1-12107
ABERCROMBIE & FITCH CO.
(Exact name of Registrant as specified in its charter)

Delaware 31-1469076

(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

6301 Fitch Path, New Albany, Ohio 43054
(Address of principal executive offices) (Zip Code)
Registrant s telephone number, including area code (614) 283-6500
Not Applicable
(Former name, former address and former fiscal year, if changed since last report)
Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. p Yes o No
Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the Registrant was required
to submit and post such files).) o Yes o No
Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.

Large accelerated filer p  Accelerated filer o Non-accelerated filer o Smaller reporting o
(Do not check if a smaller reporting company)

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). o

Yes b No

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable

date.

Class A Common Stock Outstanding at September 4, 2009
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

ABERCROMBIE & FITCH CO.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE (LOSS) INCOME

(Thousands, except per share amounts)

NET SALES

Cost of Goods Sold

GROSS PROFIT

Stores and Distribution Expense
Marketing, General and Administrative Expense
Other Operating Income, Net

OPERATING (LOSS) INCOME

Interest Income, Net

(LOSS) INCOME BEFORE TAXES

Tax Expense (Benefit)

NET (LOSS) INCOME

NET (LOSS) INCOME PER SHARE:
BASIC
DILUTED

WEIGHTED-AVERAGE SHARES
OUTSTANDING:

BASIC

DILUTED

DIVIDENDS DECLARED PER SHARE

Table of Contents

(Unaudited)

Thirteen Weeks Ended
August 1, August 2,
2009 2008
$ 648,459 $ 845,799

217,456 252,830
431,003 592,969
367,199 360,719
88,671 109,024
(3,333) (754)
(21,534) 123,980
(1,778) (1,757)
(19,756) 125,737
6,991 47,905

$ @6,747) $ 77,832
$ 030) $ 0.90
$ 030) $ 0.87
87,878 86,342
87,878 89,963

$ 0.175 $ 0.175

$

&+L &L

Twenty-Six Weeks Ended

August 1,
2009

1,260,595
441,908
818,687
756,798

181,208
(4,668)

(114,651)

(3,152)

(111,499)

(25,512)

(85,987)

(0.98)
(0.98)

87,788
87,788

0.35

$

©“ &

August 2,
2008

1,645,977
518,842
1,127,135
702,507

213,722
(3,695)

214,601

(9,403)

224,004

84,056

139,948

1.62
1.55

86,588
90,051

0.35
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OTHER COMPREHENSIVE INCOME (LOSS)
Foreign Currency Translation Adjustments $ 7,813

Unrealized (loss) gain on Marketable Securities,
net of taxes of $1,118 and $52 for the thirteen
week periods ended August 1, 2009 and August 2,
2008, respectively, and $1,595 and $168 for the
twenty-six week periods ended August 1, 2009 and
August 2, 2008, respectively (1,905)
Unrealized (loss) gain on derivative financial
instruments, net of taxes of $1,908 and $(72) for
the thirteen week periods ended August 1, 2009
and August 2, 2008, respectively, and $2,666 and
$(49) for the twenty-six week periods ended

August 1, 2009 and August 2, 2008, respectively (3,249)
Other Comprehensive Income (Loss) $ 2,659
COMPREHENSIVE (LOSS) INCOME $ (24,088)

$ (770)
809
112

$ 151

$ 77,983

$ 8,001 $ (914)

(2,715) (18,179)
(4,539) 77
$ 747 $  (19,016)

$ (85240) $ 120,932

The accompanying Notes are an integral part of these Condensed Consolidated Financial Statements.

Table of Contents



Edgar Filing: ABERCROMBIE & FITCH CO /DE/ - Form 10-Q

Table of Contents

ABERCROMBIE & FITCH CO.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Thousands)
(Unaudited)

August 1, 2009
ASSETS
CURRENT ASSETS:
Cash and Equivalents $ 366,484
Marketable Securities 59,698
Receivables 67,161
Inventories 325,596
Deferred Income Taxes 50,654
Other Current Assets 111,631
TOTAL CURRENT ASSETS 981,224
PROPERTY AND EQUIPMENT, NET 1,344,175
NON-CURRENT MARKETABLE SECURITIES 143,731
OTHER ASSETS 170,028
TOTAL ASSETS $ 2,639,158
LIABILITIES AND SHAREHOLDERS EQUITY
CURRENT LIABILITIES:
Accounts Payable $ 110,777
Outstanding Checks 46,263
Accrued Expenses 236,869
Deferred Lease Credits 45,787
Income Taxes Payable 1,412
TOTAL CURRENT LIABILITIES 441,108
LONG-TERM LIABILITIES:
Deferred Income Taxes 12,698
Deferred Lease Credits 200,324
Borrowings under Credit Agreement 36,730
Other Liabilities 207,040

Table of Contents

$

$

$

January 31,
2009

522,122

53,110
372,422
43,408
93,763

1,084,825

1,398,655

229,081

135,620

2,848,181

92,814
56,939
241,231
42,358
16,455

449,797

34,085
211,978
100,000
206,743
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TOTAL LONG-TERM LIABILITIES

SHAREHOLDERS EQUITY:

Class A Common Stock  $0.01 par value: 150,000 shares authorized and
103,300 shares issued at each of August 1, 2009 and January 31, 2009
Paid-In Capital

Retained Earnings

Accumulated Other Comprehensive Loss, net of tax

Treasury Stock, at Average Cost 15,392 and 15,664 shares at August 1,
2009 and January 31, 2009, respectively

TOTAL SHAREHOLDERS EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

456,792

1,033

324,801

2,128,236
(21,934)

(690,878)

1,741,258

2,639,158

552,806

1,033

328,488

2,244,936
(22,681)

(706,198)

1,845,578

2,848,181

The accompanying Notes are an integral part of these Condensed Consolidated Financial Statements.
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ABERCROMBIE & FITCH CO.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Thousands)
(Unaudited)

OPERATING ACTIVITIES:
Net (Loss) Income

Impact of Other Operating Activities on Cash Flows:
Depreciation and Amortization

Non-Cash Charge for Asset Impairment
Amortization of Deferred Lease Credits

Share-Based Compensation

Tax (Deficiency) Benefit from Share-Based Compensation
Excess Tax Benefit from Share-Based Compensation
Deferred Taxes

Loss on Disposal / Write-off of Assets

Lessor Construction Allowances

Changes in Assets and Liabilities:

Inventories

Accounts Payable and Accrued Expenses

Income Taxes

Other Assets and Liabilities

NET CASH PROVIDED BY OPERATING ACTIVITIES

INVESTING ACTIVITIES:

Capital Expenditures

Purchase of Trust-Owned Life Insurance Policies
Purchases of Marketable Securities

Proceeds from Sales of Marketable Securities

NET CASH (USED FOR) PROVIDED BY INVESTING ACTIVITIES

FINANCING ACTIVITIES:

Proceeds from Share-Based Compensation
Repayment of Borrowings under Credit Agreement
Proceeds from Borrowings under Credit Agreement
Excess Tax Benefit from Share-Based Compensation
Purchase of Treasury Stock

Change in Outstanding Checks and Other

Dividends Paid

Table of Contents

$

Twenty-Six Weeks Ended

August 1,
2009

(85,987)

118,391
51,536
(21,796)
17,280

(4,937)

(28,829)
6,171
18,763

47,850
(370)

(15,391)
(55,689)

46,992

(106,726)

(6,526)

18,201

(95,051)

1,508
(100,000)
36,446

(17,238)
(30,712)

August 2, 2008

$

139,948

108,417

(21,327)
21,895
17,308
(6,342)

640
800
28,778

(137,644)
13,001

(75,096)

(18,570)

71,808

(200,208)

(49.411)
290,563

40,944

55,127

100,000
6,342
(50,000)
(11,706)
(30,021)
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NET CASH (USED FOR) PROVIDED BY FINANCING ACTIVITIES (109,996) 69,742
EFFECT OF EXCHANGE RATES ON CASH 2,417 504
NET (DECREASE) INCREASE IN CASH AND EQUIVALENTS: (155,638) 182,998
Cash and Equivalents, Beginning of Period 522,122 118,044
CASH AND EQUIVALENTS, END OF PERIOD $ 366,484 $ 301,042
SIGNIFICANT NON-CASH INVESTING ACTIVITIES:

Change in Accrual for Construction in Progress $ (1,528) $ (13,635)

The accompanying Notes are an integral part of these Condensed Consolidated Financial Statements.
5
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ABERCROMBIE & FITCH CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
1. BASIS OF PRESENTATION
Abercrombie & Fitch Co. ( A&F ), through its wholly-owned subsidiaries (collectively, A&F and its wholly-owned
subsidiaries are referred to as the Company ), is a specialty retailer of high-quality, casual apparel for men, women,
boys and girls with an active, youthful lifestyle.
The accompanying Condensed Consolidated Financial Statements include the historical financial statements of, and
transactions applicable to, the Company and reflect its assets, liabilities, results of operations and cash flows.
The Company s fiscal year ends on the Saturday closest to January 31. Fiscal years are designated in the condensed
consolidated financial statements and notes by the calendar year in which the fiscal year commences. All references
herein to Fiscal 2009 represent the 52-week fiscal year that will end on January 30, 2010, and to Fiscal 2008 represent
the 52-week fiscal year that ended January 31, 2009.
The Condensed Consolidated Financial Statements as of August 1, 2009 and for the thirteen and twenty-six week
periods ended August 1, 2009 and August 2, 2008 are unaudited and are presented pursuant to the rules and
regulations of the Securities and Exchange Commission ( SEC ). Accordingly, these Condensed Consolidated Financial
Statements should be read in conjunction with the Consolidated Financial Statements and notes thereto contained in
A&F s Annual Report on Form 10-K for Fiscal 2008 filed on March 27, 2009. The year-end condensed consolidated
balance sheet data were derived from audited consolidated financial statements, but do not include all disclosures
required by accounting principles generally accepted in the United States of America.
In the opinion of management, the accompanying Condensed Consolidated Financial Statements reflect all
adjustments (which are of a normal recurring nature) necessary to present fairly the financial position and results of
operations and cash flows for the interim periods, but are not necessarily indicative of the results of operations to be
anticipated for Fiscal 2009.
The Condensed Consolidated Financial Statements as of August 1, 2009 and for the thirteen and twenty-six week
periods ended August 1, 2009 and August 2, 2008 included herein have been reviewed by PricewaterhouseCoopers
LLP, an independent registered public accounting firm, and the report of such firm follows the notes to the condensed
consolidated financial statements.
PricewaterhouseCoopers LLP is not subject to the liability provisions of Section 11 of the Securities Act of 1933 (the
Act ) for their report on the condensed consolidated financial statements because their report is nota report ora part of
a registration statement prepared or certified by PricewaterhouseCoopers LLP within the meaning of Sections 7 and
11 of the Act.
2. SEGMENT REPORTING
In accordance with Statement of Financial Accounting Standards ( SFAS ) No. 131, Disclosures about Segments of an
Enterprise and Related Information ( SFAS No. 131 ), the Company determines its operating segments on the same
basis that it uses to evaluate performance internally. The operating segments identified by the Company are
Abercrombie & Fitch, abercrombie, Hollister, RUEHL and Gilly Hicks. The operating segments have been aggregated
and are reported as one reportable segment because they have similar economic characteristics and meet the
aggregation criteria set forth in paragraph 17 of SFAS No. 131. The Company believes its operating segments may be
aggregated for financial reporting purposes because they are similar in each of the following areas: class of consumer,
economic characteristics, nature of products, nature of production processes, and distribution methods.

Table of Contents 11
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Geographic Information

Financial information relating to the Company s operations by geographic area is as follows:

Net Sales:

Net sales includes net merchandise sales through stores and direct-to-consumer operations, including shipping and
handling revenue. Net sales are segregated by geographic area based on the location of the customer.

Thirteen Weeks Ended Twenty-Six Weeks Ended
August 1, August 2, August 1,
(in thousands): 2009 2008 2009 August 2, 2008
United States $ 575,783 $ 782,531 $ 1,128,973 $ 1,520,882
International 72,676 63,268 131,622 125,095
Total $ 648,459 $ 845,799 $ 1,260,595 $ 1,645,977
Long-Lived Assets:
January 31,

(in thousands): August 1, 2009 2009
United States $ 1,280,649 $ 1,371,734
International 146,447 80,341
Total $ 1,427,096 $ 1,452,075

Long-lived assets included in the table above primarily include property and equipment, supplies, and other lease

deposits.

Net sales and long-lived assets are not material in any country, other than the United States, as reported above.

3. SHARE-BASED COMPENSATION

The Company accounts for share-based compensation under the provisions of SFAS No. 123 (revised 2004),
Share-Based Payment ( SFAS No. 123(R) ).

Financial Statement Impact

The Company recognized share-based compensation expense of $8.3 million and $17.3 million for the thirteen and

twenty-six week periods ended August 1, 2009, respectively, and $11.2 million and $21.9 million for the thirteen and

twenty-six week periods ended August 2, 2008, respectively. The Company also recognized $3.0 million and

$6.4 million in tax benefits related to share-based compensation for the thirteen and twenty-six week periods ended

August 1, 2009, respectively, and $4.3 million and $8.2 million in tax benefits related to share-based compensation for

the thirteen and twenty-six week periods ended August 2, 2008, respectively.

Table of Contents 12
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The Company adjusts share-based compensation expense on a quarterly basis for actual forfeitures and for changes to
the estimate of expected award forfeitures based on historical forfeiture experience. The effect of adjustments for
forfeitures during the twenty-six week period ended August 1, 2009 was $1.3 million. The effect of adjustments for
forfeitures were immaterial during the twenty-six week period ended August 2, 2008.

A&F issues shares of Class A Common Stock ( Common Stock ) for stock option and stock appreciation right exercises
and restricted stock unit vestings from treasury stock. As of August 1, 2009, A&F had enough treasury stock available
to cover stock options, stock appreciation rights and restricted stock units outstanding without having to repurchase
additional shares of Common Stock. Settlement of stock awards in Common Stock also requires that the Company has
sufficient shares available in shareholder approved plans at the applicable time, which the Company has as of

August 1, 2009.

Fair Value Estimates

The Company estimates the fair value of stock options and stock appreciation rights granted using the Black-Scholes
option-pricing model, which requires the Company to estimate the expected term of the stock options and stock
appreciation rights and expected future stock price volatility over the expected term. Estimates of expected terms,
which represent the expected periods of time the Company believes stock options and stock appreciation rights will be
outstanding, are based on historical experience. Estimates of expected future stock price volatility are based on the
volatility of A&F s Common Stock price for the most recent historical period equal to the expected term of the stock
option or stock appreciation right, as appropriate. The Company calculates the volatility as the annualized standard
deviation of the differences in the natural logarithms of the weekly stock closing price, adjusted for stock splits and
dividends.

In the case of restricted stock units, the Company calculates the fair value of the restricted stock units granted as the
market price of the underlying Common Stock on the date of grant adjusted for anticipated dividend payments during
the vesting period.

Stock Options

The weighted-average estimated fair value of stock options granted during the twenty-six week periods ended

August 1, 2009 and August 2, 2008, as well as the weighted-average assumptions used in calculating such fair value,
on the date of grant, were as follows:

Twenty-Six Weeks Ended

August 1,

2009 August 2, 2008
Grant Date Market Price $ 22.87 $ 78.48
Exercise price $ 22.87 $ 78.48
Fair value $ 8.26 $ 19.72
Assumptions:
Price volatility 50% 30%
Expected term (Years) 4.1 4.0
Risk-free interest rate 1.6% 2.5%
Dividend yield 1.7% 0.9%
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Below is the summary of stock option activity for the twenty-six weeks ended August 1, 2009:

Weighted-Average

Number of  Weighted-Average Aggregate Remaining
Intrinsic Contractual

Stock Options Shares Exercise Price Value Life
Outstanding at January 31, 2009 6,675,990 $ 41.70
Granted 4,000 22.87
Exercised (57,500) 25.96
Forfeited or cancelled (3,521,527) 43.99
Outstanding at August 1, 2009 3,100,963 $ 3930 $ 4,700,105 4.2
Options exercisable at August 1, 2009 2,594,263 $ 3429 $ 3,924,425 3.4
Options expected to vest at August 1, 2009 456,789 $ 64.95 $ 683,764 8.2

The total intrinsic value of stock options exercised during the twenty-six weeks ended August 1, 2009 and August 2,
2008 was $0.2 million and $36.7 million, respectively.

The grant date fair value of stock options vested during the twenty-six weeks ended August 1, 2009 and August 2,
2008 was $5.0 million and $4.4 million, respectively.

As of August 1, 2009, there was $7.7 million of total unrecognized compensation cost, net of estimated forfeitures,
related to stock options. The unrecognized cost is expected to be recognized over a weighted-average period of

1.1 years.

Stock Appreciation Rights

The weighted-average estimated fair value of stock appreciation rights granted during the twenty-six week period
ended August 1, 2009, as well as the weighted-average assumptions used in calculating such fair value, on the date of
grant, were as follows:

Twenty-Six Weeks Ended
August 1, 2009
Executive Officers

Chairman (excluding

and Chief Chairman and

Executive Chief Executive All Other

Officer Officer) Associates

Grant Date Market Price $ 20.75 $ 25.77 $ 25.68
Exercise price $ 2594 $ 25.77 $ 25.68
Fair value $ 7.13 $ 10.06 $ 9.82
Assumptions:
Price volatility 45% 52% 53%
Expected term (Years) 6.2 4.5 4.1
Risk-free interest rate 2.3% 1.6% 1.6%
Dividend yield 1.7% 1.7% 1.7%

There were no stock appreciation rights granted during the twenty-six week period ended August 2, 2008.
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Edgar Filing: ABERCROMBIE & FITCH CO /DE/ - Form 10-Q
9

Table of Contents

15



Edgar Filing: ABERCROMBIE & FITCH CO /DE/ - Form 10-Q

Table of Contents
Below is a summary of stock appreciation rights activity for the twenty-six weeks ended August 1, 2009:

Weighted-Average

Number of Weighted-Average Aggregate Remaining
Intrinsic Contractual

Stock Appreciation Rights Shares Exercise Price Value Life
Outstanding at January 31, 2009 1,600,000 $ 28.55
Granted 1,974,000 25.86
Exercised
Forfeited or cancelled (10,800) 25.77
Outstanding at August 1, 2009 3,563,200 $ 27.07 $ 12,277,924 7.1

As of August 1, 2009, there was $26.1 million of total unrecognized compensation cost, net of estimated forfeitures,
related to stock appreciation rights. The unrecognized cost is expected to be recognized over a weighted-average
period of 2.2 years.

Restricted Stock Units and Restricted Shares

Below is the summary of restricted stock unit and restricted share activity for the twenty-six weeks ended August 1,
2009:

Weighted-Average

Grant
Number of
Restricted Stock Units / Restricted Shares Shares Date Fair Value
Non-vested at January 31, 2009 1,498,355 $ 64.18
Granted 452,647 23.82
Vested (335,746) 63.28
Forfeited (148,235) 57.35
Non-vested at August 1, 2009 1,467,021  $ 56.27

The total fair value of restricted stock units granted during the twenty-six weeks ended August 1, 2009 and August 2,
2008 was $10.8 million and $48.6 million, respectively.

The total grant date fair value of restricted stock units and restricted shares vested during the twenty-six weeks ended
August 1, 2009 and August 2, 2008 was $21.2 million and $18.1 million, respectively.

As of August 1, 2009, there was $57.1 million of total unrecognized compensation cost, net of estimated forfeitures,
related to non-vested restricted stock units and restricted shares. The unrecognized cost is expected to be recognized
over a weighted-average period of 1.3 years.

10
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4. NET (LOSS) INCOME PER SHARE

Net (loss) income per share is computed in accordance with SFAS No. 128, Earnings Per Share. Net (loss) income
per basic share is computed based on the weighted-average number of outstanding shares of Common Stock. Net
(loss) income per diluted share includes the weighted-average effect of dilutive stock options, stock appreciation
rights and restricted stock units.

Weighted-Average Shares Outstanding (in thousands):

Thirteen Weeks Ended Twenty-Six Weeks Ended
August 1, August 2, August 1, August 2,

2009 2008 2009 2008
Shares of Common Stock issued 103,300 103,300 103,300 103,300
Treasury shares (15,422) (16,458) (15,512) (16,712)
Weighted-Average basic shares 87,878 86,842 87,788 86,588
Dilutive effect of stock options, stock
appreciation rights and restricted stock units 3,121 3,463
Weighted-Average diluted shares 87,878 89,963 87,788 90,051

Due to the Company s net operating loss position for the thirteen and twenty-six week periods ended August 1, 2009,
stock options, stock appreciation rights and restricted stock units covering an aggregate of 8.1 million shares of
Common Stock were outstanding, but were not included in the computation of diluted shares outstanding because the
impact would be anti-dilutive. Stock options to purchase approximately 1.4 million and 1.3 million shares of Common
Stock during the thirteen and twenty-six week periods ended August 2, 2008 were outstanding, but were not included
in the computation of net income per diluted share because the impact of such stock options would be anti-dilutive.

5. CASH AND EQUIVALENTS AND INVESTMENTS

Cash and equivalents and investments consisted of (in thousands):

August 1, January 31,
2009 2009

Cash and equivalents:
Cash $ 188,468 $ 137,383
Money market funds 178,016 384,739
Total cash and equivalents 366,484 522,122
Marketable securities Current:
Trading securities:
Auction rate securities UBS student loan backed 48,502
Auction rate securities UBS municipal authority bonds 11,196
Total trading securities 59,698
Marketable securities Non-current:
Trading securities:
Auction rate securities UBS student loan backed 50,589
Auction rate securities UBS municipal authority bonds 11,959
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Total trading securities 62,548
Available-for-sale securities:
Auction rate securities  student loan backed 124,118 139,239
Auction rate securities municipal authority bonds 19,613 27,294
Total available-for-sale securities 143,731 166,533
Total non-current marketable securities 143,731 229,081
Rabbi Trust assets: (1
Money market funds 899 473
Municipal notes and bonds 18,634 18,804
Trust-owned life insurance policies (at cash surrender value) 43,372 32,549
Total Rabbi Trust assets 62,905 51,826
Total cash and equivalents and investments 632,818 803,029
(1) Rabbi Trust

assets are

included in

Other Assets on

the Condensed

Consolidated

Balance Sheets.

11
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Investments with original maturities greater than 90 days are accounted for in accordance with SFAS No. 115,

Accounting for Certain Investments in Debt and Equity Securities ( SFAS No. 115 ). At August 1, 2009 and January 31,
2009, the Company s marketable securities consisted of investment grade auction rate securities ( ARS ) invested in
insured student loan backed securities and insured municipal authority bonds, with maturities ranging from 10 to
33 years. Each investment in student loans is insured by (1) the U.S. government under the Federal Family Education
Loan Program, (2) a private insurer or (3) a combination of both. The percentage coverage of the outstanding principal
and interest of the ARS varies by security.

The par and carrying values, and related cumulative impairment charges for the Company s marketable securities as of
August 1, 2009 were as follows:

Temporary Other-Than-Temporary-

Carrying
(in thousands) Par Value Impairment Impairment ( OTTI ) Value
Trading securities:
Auction rate securities UBS student loan
backed $ 61,500 $ $ (12,998) $ 48,502
Auction rate securities UBS municipal
authority bonds 15,000 (3,804) 11,196
Total trading securities 76,500 (16,802) 59,698
Available-for-sale securities:
Auction rate securities  student loan backed 147,950 (23,832) 124,118
Auction rate securities municipal authority
bonds 28,575 (8,962) 19,613
Total available-for-sale securities 176,525 (32,794) 143,731
Total $ 253,025 $ (32,794) $ (16,802) $ 203,429

Financial Accounting Standards Board ( FASB ) Staff Position ( FSP ) Nos. FAS 115-2 and FAS 124-2, Recognition and
Presentation of Other-Than-Temporary Impairments ( FSP FAS 115-2 and FAS 124-2), states that an impairment is
considered to be other-than-temporary if an entity (i) intends to sell the security, (ii) more likely than not will be

required to sell the security before recovering its amortized cost basis, or (iii) does not expect to recover the security s
entire amortized cost basis, even if there is no intent to sell the security. In assessing the expectation of recovery, an
assessment of the present value of cash flows expected to be collected is performed. If this assessment yields an

amount less than the amortized cost basis of the security, even if the entity has the intent, and more likely than not, the
ability to hold the security, a credit loss is deemed to exist, which is considered an other-than-temporary impairment.

As of August 1, 2009, the Company has not incurred any credit-related loss on available-for-sale ARS. Furthermore,

as of August 1, 2009, the issuers continue to perform under the obligations, including making scheduled interest
payments, and the Company has no reason to believe this will not continue going forward.

On November 13, 2008, the Company executed an agreement (the UBS Agreement ) with UBS AG ( UBS ), a Swiss
corporation, relating to ARS with a par value of $76.5 million ( UBS ARS ) as of August 1, 2009 and January 31, 2009.
By entering into the UBS Agreement, UBS received the right to purchase these UBS ARS at par, commencing on
November 13, 2008. The Company received a right ( Put Option ) to sell the UBS ARS back to UBS at par,
commencing on June 30, 2010. Upon acceptance of the UBS Agreement, the Company no longer had the intent to

hold the UBS ARS until maturity. Therefore, the impairment could no longer be considered temporary. As a result,
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the Company transferred the UBS ARS with a par value of $76.5 million from available-for-sale securities to trading
securities and simultaneously recognized an other-than-temporary impairment of $14.0 million in Other Operating
Income, Net in the fourth quarter of Fiscal 2008. An additional $2.8 million was recorded in Other Operating (Loss)
Income, Net during the twenty-six weeks ended August 1, 2009, as an other-than-temporary impairment related to the
UBS ARS. As the Company has the right to sell the UBS ARS back to UBS on June 30, 2010, the Company classified
the UBS ARS as a current asset as of August 1, 20009.
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See Note 6, Fair Value, for further discussion on the valuation of the ARS.
The irrevocable rabbi trust (the Rabbi Trust ) is intended to be used as a source of funds to match respective funding
obligations to participants in the Abercrombie & Fitch Co. Nonqualified Savings and Supplemental Retirement Plan I,
the Abercrombie & Fitch Co. Nonqualified Savings and Supplemental Retirement Plan II and the Chief Executive
Officer Supplemental Executive Retirement Plan. The Rabbi Trust assets are consolidated in accordance with
Emerging Issues Task Force Issue No. 97-14, Accounting for Deferred Compensation Agreements Where Amounts
Earned Are Held in a Rabbi Trust and Invested ( EITF 97-14 ), and recorded at fair value, with the exception of the
trust-owned life insurance policies which are recorded at cash surrender value. The Rabbi Trust assets are included in
Other Assets on the Condensed Consolidated Balance Sheets and are restricted to their use as noted above. Net
unrealized gains and losses related to the available-for-sale securities held in the Rabbi Trust were not material for the
thirteen or twenty-six week periods ended August 1, 2009 and August 2, 2008. The change in cash surrender value of
the trust-owned life insurance policies held in the Rabbi Trust resulted in a realized gain of $3.1 million and a realized
loss of $1.7 million for the thirteen weeks ended August 1, 2009 and August 2, 2008, respectively, and a realized gain
of $4.3 million and a realized loss of $0.9 million for the twenty-six weeks ended August 1, 2009 and August 2, 2008,
respectively, recorded in Interest Income, Net on the Condensed Consolidated Statements of Operations and
Comprehensive (Loss) Income.
6. FAIR VALUE
Effective February 3, 2008, the Company adopted SFAS No. 157, Fair Value Measurements ( SFAS No. 157 ), for
financial assets and liabilities and any other assets or liabilities measured at fair value on a recurring basis. Effective
February 1, 2009, the Company adopted SFAS No. 157 for assets and liabilities measured at fair value on a
non-recurring basis. SFAS No. 157 defines fair value, establishes a framework for measuring fair value and expands
disclosures about instruments measured at fair value. SFAS No. 157 defines fair value as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. SFAS No. 157 also establishes a three-level hierarchy for fair value measurements, which
prioritizes valuation inputs as follows:

Level 1 inputs are unadjusted quoted prices for identical assets or liabilities that are available in active

markets.

Level 2 inputs are other than quoted market prices included within Level 1 that are observable for
assets or liabilities, directly or indirectly.

Level 3 inputs to the valuation methodology are unobservable.

13
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The lowest level of significant input determines the placement of the entire fair value measurement in the hierarchy.

The three levels of the hierarchy and the distribution of the Company s assets and liabilities, measured at fair value,
within it were as follows:

Assets and Liabilities at Fair Value as of August 1, 2009
(in thousands)

Level 1 Level 2 Level 3 Total

ASSETS:
Money market funds () $ 178,915 $ $ $ 178,915
Auction rate securities Trading 59,698 59,698
Auction rate securities  Available-for-Sale 143,731 143,731
Put option 16,289 16,289
Municipal bonds held in the Rabbi Trust 18,634 18,634
Long-lived assets held and used @ 2,477 2,477
Total assets measured at fair value $ 197,549 $ $ 222,195 $ 419,744
LIABILITIES:
Derivative financial instruments 4,820 4,820

$ $ 4,820 $ $ 4,820

(D) Includes
$178.0 million
in money
market funds
included in
Cash and
Equivalents and
$0.9 million of
money market
funds held in the
Rabbi Trust
which are
included in
Other Assets on
the Condensed
Consolidated
Balance Sheet.

@ Includes
non-financial
long-lived assets
that are
measured at fair
value on a
nonrecurring
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basis.
The level 2 liabilities consist of derivative financial instruments, primarily forward foreign exchange contracts. The
fair value of forward foreign exchange contracts is determined by using quoted market prices of the same or similar
instruments, adjusted for any counterparty risk.
The level 3 assets primarily include investments in insured student loan backed ARS and insured municipal authority
bonds ARS, which include both the available-for-sale and trading ARS, and were transferred from level 2 in the first
quarter of Fiscal 2008 as a result of a change in market conditions. Additionally, level 3 assets include the Put Option
related to the UBS Agreement, as well as, certain long-lived assets that are measured at fair value on a non-recurring
basis.
In April 2009, the FASB issued FSP FAS No. 157-4, Determining Fair Value When the Volume and Level of Activity
for the Asset or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly ( FSP
157-4 ). FSP 157-4 provides additional guidance for measuring fair value in accordance with SFAS No. 157 when the
volume and level of market activity for an asset or liability has significantly decreased and when observable inputs to
a fair value measurement are associated with transactions that are not orderly. As a result of the market failure and
lack of liquidity in the current ARS market, the Company measured the fair value of its ARS primarily using a
discounted cash flow model as of August 1, 2009. Certain significant inputs into the model are unobservable in the
market including the periodic coupon rate, market required rate of return and expected term. The coupon rate is
estimated using the results of a regression analysis factoring in historical data on the par swap rate and the maximum
coupon rate paid in the event of an auction failure. In making the assumption of the market required rate of return, the
Company considered the risk-free interest rate and an appropriate credit spread, depending on the type of security and
the credit rating of the issuer. The expected term is identified as the time the principle becomes available to the
investor. The Company utilized a term of five years to value its securities. The Company also included a marketability
discount which takes into account the lack of activity in the current ARS market.
As of August 1, 2009, approximately 62% of the Company s ARS were AAA rated and approximately 26% of the
Company s ARS were AA or A rated with the remaining ARS having an A- or BBB+ rating, in each case as rated
one or more of the major credit rating agencies.

14
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The fair value of the Put Option was determined by calculating the present value of the difference between the par
value and the fair value of the UBS ARS as of August 1, 2009, adjusted for counterparty risk. The realized gain on the
UBS Put Option was $2.7 million and $4.0 million for the thirteen and twenty-six week periods ended August 1, 2009,
respectively. The gain during the fiscal year ended January 31, 2009 was $12.3 million and represented the initial
recognition of the Put Option; whereas, the gain during the thirteen and twenty-six weeks ended August 1, 2009
represented the change in the fair value of the Put Option. The present value was calculated using a discount rate that
incorporates an investment grade corporate bond index rate and the credit default swap rate for UBS.

The fair value of long-lived assets in the above table was determined at the store level primarily using a discounted
cash flow model. The estimation of future cash flows from operating activities requires significant estimates of factors
that include future sales, gross margin performance and operating expenses. In instances where the discounted cash
flow analysis indicated a negative value at the store level, then market exit price based on historical experience was
used to determine the fair value by asset type.

The table below includes a roll forward of the Company s level 3 assets and liabilities from January 31, 2009 to
August 1, 2009. When a determination is made to classify an asset or liability within level 3, the determination is
based upon the lack of significance of the observable parameters to the overall fair value measurement. However, the
fair value determination for level 3 financial assets and liabilities may include observable components.

Long-lived

Trading Available-for-sale Put Assets
(in thousands) ARS ARS Option Held and Used Total
Fair value, January 31, 2009 $ 62548 % 166,533  $ 12,309 $ $ 241,390
Purchases
Redemptions (18,201) (18,201)
Tranfers (out)/in 54,914 54,914
Gains and losses, net:
Reported in Net (Loss) Income (2,850) 3,980 1,130
Reported in Other
Comprehensive Income (Loss) (4,601) (4,601)
Depreciation (901) (901)
Impairment reported in Net
(Loss) Income (51,536) (51,536)
Fair value, August 1, 2009 $ 59,608 $ 143,731 $ 16,289 % 2477 $ 222,195

On February 3, 2008, the Company adopted SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities-Including an amendment of FASB Statement No. 115 ( SFAS No. 159 ). SFAS No. 159 permits
companies to measure many financial instruments and certain other assets and liabilities at fair value on an instrument
by instrument basis. In Fiscal 2008, the Company elected the fair value option for the Put Option related to the
Company s UBS ARS. The Company recognized the fair value of the Put Option as an asset within Other Current
Assets on the accompanying Condensed Consolidated Balance Sheet and the related gain within Other Operating
Income, Net on the accompanying Condensed Consolidated Statement of Operations and Comprehensive (Loss)
Income. The fair value of the Put Option was $16.3 million and $12.3 million as of August 1, 2009 and January 31,
2009, respectively.
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7. INVENTORIES

Inventories are principally valued at the lower of average cost or market utilizing the retail method. The Company
determines market value as the anticipated future selling price of the merchandise less a normal margin. An initial
markup is applied to inventory at cost in order to establish a cost-to-retail ratio. Permanent markdowns, when taken,
reduce both the retail and cost components of inventory on-hand so as to maintain the already established cost-to-retail
relationship.

The fiscal year is comprised of two principal selling seasons: Spring (the first and second fiscal quarters) and Fall (the
third and fourth fiscal quarters). The Company classifies its inventory into three categories: spring fashion, fall fashion
and basic. At first and third fiscal quarter end, the Company reduces inventory value by recording a valuation reserve
that represents the estimated future anticipated selling price decreases necessary to sell-through the current season
inventory on-hand. At second and fourth fiscal quarter end, the Company reduces inventory value by recording a
valuation reserve that represents the estimated cost effect of future selling price decreases necessary to sell-through
any remaining carryover inventory from the season just passed. The valuation reserve was $7.2 million, $9.1 million
and $3.3 million at August 1, 2009, January 31, 2009 and August 2, 2008, respectively.

Additionally, as part of inventory valuation, inventory shrinkage estimates, based on historical trends from actual
physical inventories, are made that reduce the inventory value for lost or stolen items. The Company performs
physical inventories throughout the year and adjusts the shrink reserve accordingly. The shrink reserve was

$12.4 million, $10.8 million and $10.3 million at August 1, 2009, January 31, 2009 and August 2, 2008, respectively.
The inventory balance, net of the above mentioned reserves, was $325.6 million, $372.4 million and $470.7 million at
August 1, 2009, January 31, 2009 and August 2, 2008, respectively.

8. PROPERTY AND EQUIPMENT, NET

Property and equipment, net, consisted of (in thousands):

January 31,
August 1, 2009 2009
Property and equipment, at cost $ 2,432,902 $ 2,339,284
Accumulated depreciation and amortization (1,088,727) (940,629)
Property and equipment, net $ 1,344,175 $ 1,398,655

Long-lived assets, primarily comprised of property and equipment, are reviewed periodically for impairment or
whenever events or changes in circumstances indicate that full recoverability of net asset balances through future cash
flows is in question. Factors used in the evaluation include, but are not limited to, management s plans for future
operations, recent operating results and projected cash flows. In the first quarter of Fiscal 2009, as a result of a
strategic review the Company conducted of the RUEHL business, the Company determined that in accordance with
SFAS No. 144, Accounting for Impairment or Disposal of Long-Lived Assets , a triggering event occurred during the
thirteen weeks ended May 2, 2009, which required the Company to evaluate RUEHL related long-lived assets for
potential impairment. As a result of that assessment, the Company incurred non-cash impairment charges recorded
within stores and distribution expense and marketing, general and administrative expense of $47.7 million and

$3.0 million, respectively, in the Condensed Consolidated Statement of Operations and Comprehensive Loss for the
thirteen weeks ended May 2, 2009. An additional $0.8 million of impairment charges were recorded within stores and
distribution expense during the thirteen weeks ended August 1, 2009 as a result of the exit of RUEHL branded stores
and related direct-to-consumer operations. Total RUEHL long-lived assets were $2.5 million, after reflecting the
non-cash impairment charges totaling $51.5 million for the twenty-six weeks ended August 1, 2009. Impairment
charges incurred for assets that remain in use as of August 1, 2009 are included in accumulated depreciation and
amortization.
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9. DEFERRED LEASE CREDITS

Deferred lease credits are derived from payments received from landlords to partially offset store construction costs
and are classified between current and long-term liabilities. The amounts, which are amortized over the life of the
related leases, consisted of the following (in thousands):

January 31,
August 1, 2009 2009
Deferred lease credits $ 528,582 $ 514,041
Amortized deferred lease credits (282,471) (259,705)
Total deferred lease credits, net $ 246,111 $ 254,336

10. INCOME TAXES

The provision for income taxes is based on the current estimate of the annual effective tax rate adjusted to reflect the
impact of items discrete to the thirteen weeks ended August 1, 2009. The effective tax rate for the thirteen weeks
ended August 1, 2009 was an expense of 35.4% as compared to an expense of 38.1% for the Fiscal 2008 comparable
period. The second quarter tax expense included an expense of $11.5 million related to a true up of the tax provision,
in accordance with Financial Accounting Standards Board issued Interpretation ( FIN ) 18, Accounting for Income
Taxes in Interim Periods, associated with a lower projected annual effective tax rate. The lower projected rate is
primarily due to a higher proportion of projected income before taxes coming from international operations with a
lower overall effective rate, and a lower proportion of projected income before income taxes coming from domestic
operations, partially resulting from the second quarter charges associated with the exit of RUEHL branded stores and
related direct-to-consumer operations.

Cash payments of income taxes made during the thirteen weeks ended August 1, 2009 and August 2, 2008 were
approximately $1.0 million and $49.0 million, respectively. Cash payments of income taxes made during the
twenty-six weeks ended August 1, 2009 and August 2, 2008 were approximately $18.8 million and $138.6 million,
respectively.

The Company has recorded a valuation allowance against the deferred tax assets arising from the net operating loss of
certain foreign subsidiaries. A portion of these net operating loss carryovers begin expiring in the year 2013 and some
have an indefinite carry forward period. As of August 1, 2009 and January 31, 2009, the valuation allowance totaled
$1.9 million and $1.3 million, respectively. No other valuation allowances have been provided for deferred tax assets
because management believes that it is more likely than not that the full amount of the net deferred tax assets will be
realized in the future.

11. BORROWINGS UNDER CREDIT AGREEMENT

On April 15, 2008, the Company entered into a syndicated unsecured credit agreement (as previously amended by
Amendment No. 1 to Credit Agreement made as of December 29, 2008, the Credit Agreement ) under which up to
$450 million was available. On June 16, 2009 the Company amended the Credit Agreement and, as a result, revised
the ratio requirements, as further discussed below, and also reduced the amount available from $450 million to $350
million (the Amended Credit Agreement ). The primary purposes of the Amended Credit Agreement are for trade and
stand-by letters of credit in the ordinary course of business, as well as to fund working capital, capital expenditures,
acquisitions and investments, and other general corporate purposes.
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The Amended Credit Agreement has several borrowing options, including interest rates that are based on (i) a Base
Rate, plus a margin based on the Leverage Ratio, payable quarterly, or (ii) an Adjusted Eurodollar Rate (as defined in
the Credit Agreement) plus a margin based on the Leverage Ratio, payable at the end of the applicable interest period
for the borrowing. The Base Rate represents a rate per annum equal to the higher of (a) National City Bank s then
publicly announced prime rate or (b) the Federal Funds Effective Rate (as defined in the Amended Credit Agreement)
as then in effect plus 1/2 of 1.0%. The f