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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

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

For the quarterly period ended August 29, 200!
or

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

For the transition period from to

Commission File Number 001-31390

CHRISTOPHER & BANKS CORPORATION

( Exact name of registrant as specified in its @har

Delaware 06- 119542z
(State or other jurisdiction « (I.LR.S. Employe
incorporation or organizatiol Identification No.)
2400 Xenium Lane North, Plymouth, Minnesote 55441
(Address of principal executive office (Zip Code)

(763) 551-5000
(Registrant’s telephone number, including area rode

Not Applicable
(Former name, former address and former fiscal, yeelhanged since last report)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastég@s. YES [X] NO O

Indicate by check mark whether the registrant ldsnstted electronically and posted on its corpo¥&eb site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T during the prawgd2 months (or for such shorter
period that the registrant was required to submnt gost such files).YES O NO O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @accelerated filer or a smaller reporting

company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated filer O Accelerated filer X]

Non-accelerated filer O Smaller reporting company O
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the BExg/e Act)YES O NO X

As of September 25, 2009, 35,997,260 shares aktistran’s common stock were outstandil
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PART | — FINANCIAL INFORMATION

ITEM 1.
FINANCIAL STATEMENTS

CHRISTOPHER & BANKS CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEET

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivabl
Merchandise inventorie
Prepaid expenst¢
Income taxes receivab
Current deferred tax ass
Other current asse
Total current asse

Property, equipment and improvements,
Long-term investment

Deferred tax asst

Other asset

Total asset

LIABILITIES AND STOCKHOLDERS

(In thousands)

Current liabilities:
Accounts payabl
Accrued salaries, wages and related expe
Other accrued liabilitie
Other current liabilitie:
Total current liabilities

Non-current liabilities:
Deferred lease incentivt
Deferred rent obligatior
Other

Total nor-current liabilities

Commitments
Stockholder' equity:

Preferred stoc— $0.01 par value, 1,000 shaliauthorized, none outstandi

Common stock — $0.01 par value, 74,000 shares Al 45,788, 45,258 ar
45,324 shares issued and 35,997, 35,467 and 38ta26s outstanding at

August 29, 200SFebruary 28, 2009 and August 30, 2008, respect

Additional paic-in capital
Retained earning

Common stock held in treasury, 9,791 shares atatostigust 29, 2009 and

February 28, 2009, ar9,804 shares at cost at August 30, 2

Accumulated other comprehensive income (I
Total stockholder equity

Total liabilities and stockholde’ equity

The accompanying notes are an integral part obthesudited condensed consolidated financial sexiem

(Unaudited)
August 29, February 28, August 30,
2009 2009 2008
$ 83,38: $ 78,81« $ 84,03:
16,40( — —
3,72¢ 3,921 4,311
38,28t 38,82¢ 51,53:
2,76¢ 1,93¢ 12,17¢
7,75C 18,74: 1,115
3,77¢ 3,79¢ 5,104
2,65( — —
158,74 146,04: 158,27
109,75: 120,34 131,77:
— 16,40( 18,53¢
6,591 4,32¢ 6,33¢
32¢€ 3,024 34z
$ 27541t $ 290,14 $ 315,26!
" EQUITY
$ 16,127 $ 19,80¢ $ 11,29(
8,86( 9,58¢ 9,197
18,29( 22,10¢ 27,351
4817 487 —
43,75¢ 51,98¢ 47,83¢
21,44 23,50¢ 24,19;
9,86¢ 10,31¢ 10,88(
3,96¢ 4,11( 4,45(
35,28! 37,93¢ 39,52]
45¢ 452 452
112,60t 111,76: 111,51
196,02 200,72 229,81«
(112,71 (112,71 (112,85¢)
— — (1,019
196,37¢ 200,22: 227,90!
$ 27541t $ 290,14; $ 315,26

3




Table of Contents

CHRISTOPHER & BANKS CORPORATION
CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
(In thousands, except per share data)

(Unaudited)
Three Months Ended
August 29, August 30,
2009 2008

Net sales $ 101,18: $ 128,45:
Costs and expense

Merchandise, buying and occupar 66,15: 78,71«

Selling, general and administrati 32,22( 40,24:

Depreciation and amortizatic 6,28¢€ 6,697

Total costs and expens 104,65¢ 125,65:

Operating income (los! (3,476 2,79¢
Other income 22¢ 58€

Income (loss) from continuing operations beforeome taxe: (3,249 3,38t
Income tax provision (benefi (1,116 1,347

Income (loss) from continuing operatic (2,139 2,03¢
Loss from discontinued operations, net of inconxe — (1,202)

Net income (loss $ (2,137 $ 83€
Basic earnings (loss) per sha

Continuing operation $ (0.06) $ 0.0¢

Discontinued operatior — (0.03)

Earnings (loss) per basic shi $ (0.06) $ 0.0z

Basic shares outstandi 35,17¢ 35,09¢
Diluted earnings (loss) per sha

Continuing operation $ (0.06) $ 0.0¢

Discontinued operatior — (0.03)

Earnings (loss) per diluted she $ (0.0 $ 0.02

Diluted shares outstandi 35,17¢ 35,12;
Dividends per shar $ 0.0€ $ 0.0¢€

The accompanying notes are an integral part obthesudited condensed consolidated financial sexi&sn
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CHRISTOPHER & BANKS CORPORATION
CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
(In thousands, except per share data)

(Unaudited)
Six Months Ended
August 29, August 30,
2009 2008

Net sales $ 221,54¢ $ 283,84t
Costs and expense

Merchandise, buying and occupar 141,60¢ 165,44¢

Selling, general and administrati 68,36« 83,80¢

Depreciation and amortizatic 12,59] 13,10¢

Total costs and expens 222,57( 262,35¢

Operating income (los! (2,027 21,48
Other income 343 1,413

Income (loss) from continuing operations beforeome taxe: (67¢) 22,90(
Income tax provision (benefi (232 9,114

Income (loss) from continuing operatic (44¢) 13,78¢
Loss from discontinued operations, net of inconxe — (1,679

Net income (loss $ (446) $ 12,10¢
Basic earnings (loss) per sha

Continuing operation $ (0.01)) $ 0.3¢

Discontinued operatior — (0.05)

Earnings (loss) per basic shi $ (0.00) $ 0.34

Basic shares outstandi 35,13¢ 35,08¢
Diluted earnings (loss) per sha

Continuing operation $ (0.01)) $ 0.3¢

Discontinued operatior — (0.05)

Earnings (loss) per diluted she $ 0.0 $ 0.34

Diluted shares outstandi 35,13¢ 35,117
Dividends per shar $ 01z § 0.1z

The accompanying notes are an integral part obthesudited condensed consolidated financial sexitsn
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CHRISTOPHER & BANKS CORPORATION
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
(In thousands)

(Unaudited)
Six Months Ended
August 29, August 30,
2009 2008
Cash flows from operating activitie
Net income (loss $ (44¢) $ 12,10¢
Adjustments to reconcile net income (loss) to mshcprovided by operating activitie
Depreciation and amortizatic 12,591 13,20¢
Impairment of store asse — 1,221
Deferred income taxe (2,246 (1,207%)
Stoclk-based compensation expel 84¢ 1,154
Loss on disposal of furniture, fixtures and equipiy 13C 34¢
Gain on investmenti (150 —
Changes in operating assets and liabilit
Sales of trading securitit 20C —
Decrease in accounts receiva 19z 912
(Increase) decrease in merchandise inver 543 (7,697
Increase in prepaid expenses and other currens: (972 (579
Decrease in prepaid income ta: 10,991 3,91«
Decrease in other ass: 138 6
Decrease in accounts paya (2,405 (4,097
Decrease in accrued liabiliti (4,547 (88%)
Decrease in deferred lease incenti (2,069) (669
Decrease in deferred rent obligatic (449) (840
Increase (decrease) in other liabilit (147 72€
Net cash provided by operating activit 12,22¢ 17,64(
Cash flows from investing activitie
Purchases of property, equipment and improvern (3,41) (12,877
Sales of investmen — 5,00(
Net cash used in investing activiti (3,417 (7,873
Cash flows from financing activitie
Dividends paic (4,247) (4,222
Net cash used in financing activiti (4,247) (4,2272)
Net increase in cash and cash equival 4,57( 5,54¢
Cash and cash equivalents at beginning of pe 78,81« 78,49:
Cash and cash equivalents at end of pe $ 83,38 $ 84,03

The accompanying notes are an integral part obthesudited condensed consolidated financial sexitsn
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CHRISTOPHER & BANKS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

NOTE 1 — BASIS OF PRESENTATION

The unaudited condensed consolidated financiamsiats included in this Form 10-Q have been prepayeChristopher & Banks
Corporation and its subsidiaries (the “Companyspiant to the rules and regulations of the UnitedeS Securities and Exchange
Commission. Certain information and footnote disares normally included in financial statemengppred in accordance with accounting
principles generally accepted in the United Stafeédmerica have been condensed, or omitted, putdaasuch rules and regulations. These
unaudited condensed consolidated financial statesrsould be read in conjunction with the audiiedricial statements and related notes
included in the Company’s Annual Report on FormKlfdr the fiscal year ended February 28, 2009.

The results of operations for the interim pericgféected in this report are not necessarily indveabf results to be expected for the
full fiscal year. In the opinion of managemeng thformation contained herein reflects all adjuestins, consisting only of normal adjustme
except as otherwise stated in these notes, negdsgaresent fairly the Company’s financial positias of August 29, 2009 and August 30,
2008, and its results of operations and cash flowthe three and six month periods ended Augus2@09 and August 30, 2008. The
Company has evaluated subsequent events through&»@&, 2009, the date of issuance of the Compamasidited condensed consolidated
financial statements and determined that no suehtewccurred requiring disclosure in its unauditeadensed consolidated financial
statements.

Recently Adopted Accounting Pronouncements

In February 2008, the Financial Accounting Stangd@dard (“FASB”) issued FASB Staff Position (“FSMNY. 157-2, “Effective
Date of FASB Statement No. 157" (“FSP 157-2"). RSH 2 delays the effective date of the application tat&nent of Financial Accountit
Standards (“SFAS”) No. 157, “Fair Value Measurem&ftSFAS No. 157"), to fiscal years beginning afidovember 15, 2008 for all
nonfinancial assets and nonfinancial liabilitieatthre recognized at fair value in the financiateshents on a nonrecurring basis. The
Company adopted FSP 157-2 effective March 1, 28@8.Note 12, Fair Value Measurements, for additidisalosures required under FSP
157-2 for non-financial assets and liabilities rgmiaed or disclosed at fair value in the Compamwyissolidated financial statements. Other
than such disclosures, the adoption of FSP 154 2ali have a material impact on the Company’s dateted financial statements as
reported herein.

In June 2008, the FASB issued FSP Emerging Issasis Force (“EITF”) No. 03-6-1, “Determining Whethastruments Granted in
Share-Based Payment Transactions Are Particip&@ugirities (“FSP-EITF No. 03-6-1"). Under FSP-EI0%6-1, unvested share-based
payment awards that contain rights to receive mofeitable dividends (whether paid or unpaid) avasidered participating securities and
should be included in the two-class method of caimguearnings per share. FSP-EITF 03-6-1 was adiopy the Company effective
March 1, 2009 and impacted the Company’s calculatioearnings per share beginning in the first tpraof the fiscal year ending
February 27, 2010 (“Fiscal 2010"). See Note 1Inkws per Share, for further disclosure regardirggimpact of the adoption of FSP-EITF
03-6-1.

In April 2009, the FASB issued FSP No. 107-1 anddmting Principles Board (“APB”) 28-1, “Interim 8ilosures about Fair
Value of Financial Instruments” (“FSP 107-1 and APB) . FSP 107-1 and APB 28-1 amends SFAS No. 1D%&closures about Fair Val
of Financial Instruments,” to require disclosurbsiat fair value of financial instruments in interam well as in annual financial statements.
This standard also amends APB Opinion No. 28, fimd-inancial Reporting,” to require disclosuresalhinterim financial statements. This
standard is effective for interim and annual firahperiods ending after June 15, 2009. The Compalopted FSP 107-1 and APB 28-1
effective May 31, 2009. The adoption of this stmaddid not have a material impact on the Compaoytsolidated financial statements as
reported herein.

In May 2009, the FASB issued SFAS No. 165, “Subsatjivents” (“SFAS No. 165"), which establishes grahstandards of
accounting for and disclosure of events that oaftar the balance sheet date but before finantagééments are issued. The standard is based
on the same principles as those that currentlyt @xthe auditing standards. This standard is &ffedor interim or annual financial periods
ending after June 15, 2009, and shall be appliedpgrctively. The Company adopted SFAS No. 165 effedlay 31, 2009. The adoption of
this standard did not have a material impact orCtbepany’s consolidated financial statements asrte@ herein.

Recently Issued Accounting Pronouncements
In June 2009, the FASB issued SFAS No. 166, “Actiagrfor Transfers of Financial Assets — an amenuno¢ FASB Statement

No. 12" (“SFAS No. 166"). SFAS No. 166 was issued to oy the relevance and comparability of the infdiorathat a reporting entity
provides in its financial statements about a transf
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financial assets, the effects of such a transfdtsdinancial position, financial performance arabh flows, and requires the reporting entit
provide information as to a transferor’s continuingolvement, if any, in transferred financial asseSFAS No. 166 is effective for the
Company’s fiscal year beginning February 28, 201®& Company is in the process of evaluating theachpf any, SFAS No. 166 will have
on its consolidated financial statements.

In June 2009, the FASB issued SFAS No. 168, “FASRBdAInting Standards Codification” (“Codificatioré} the single source of
authoritative nongovernmental generally acceptegd@ating principles in the United States (“GAAPS)lie launched on July 1, 2009. The
Codification does not change current GAAP, buhtemded to simplify user access to all authoria@®AAP by providing all the authoritati
literature related to a particular topic in onecgla All existing accounting standard documents balsuperseded and all other accounting
literature not included in the Codification will lbensidered non-authoritative. However, SEC actiogrand reporting standards will
continue to be authoritative for SEC reporting tiedi The Codification is effective for the Compan its third fiscal quarter of fiscal 2010.
The Codification is for disclosure purposes onlg #me Codification will not impact the Company’sdncial position, results of operations or
cash flows.

NOTE 2 — DISCONTINUED OPERATIONS

In July 2008, the Company announced its decisiaxibits Acorn business when the Company concludédr a comprehensive
review and evaluation, that the concept had notahestnated the potential to deliver an acceptabig-term return on the Company’s
investment. The Company closed all of its Aconret by December 31, 2008, allowing the Comparigdus its resources on its two core
brands, christopher & banks and cj banks.

The operating results of all Acorn stores have hgresented as discontinued operations, in accoedaitb SFAS No. 144,
“Accounting for the Impairment or Disposal of Lohgred Assets” (“SFAS No. 144”), in the Condensech€alidated Statement of
Operations for the three and six month periods é@degust 30, 2008. There was no activity relatmghe Company’s discontinued Acorn
operations during the three and six month periodied August 29, 2009.

The operating results of the discontinued operationthe three and six month periods ended Augis2008 are summarized bel
(in thousands).

Three Months Ended Six Months Ended

August 30, 200¢ August 30, 200¢
Net sales $ 3,18¢ $ 7,438
Loss before income tax bene $ (1,997 $ (2,787)
Income tax benef (795) (1,109
Loss from discontinued operatio $ (1,209 ¢ (1.679)

Income taxes have been allocated to continuingdismbntinued operations based on the methodolagyined by Financial
Accounting Interpretation No. 18, “Accounting farcbome Taxes in Interim Periods” (“FIN No. 18").cbme taxes allocated to the results of
discontinued operations are determined on the lbdsi£omputation of taxes with and without the @uoipof results from discontinued
operations; the difference in taxes between thesgatations is allocated to discontinued operations

NOTE 3 — SHORT-TERM INVESTMENTS
As of August 29, 2009, the Company had approxingé&b.4 million of short-term investments, whicmetsted solely of $19.3
million of auction rate securities (“ARS") at coktss a fair value adjustment of approximately $8ilion. The fair value of the ARS was

determined utilizing a discounted cash flow methaded on market rates and an estimated periothefttie ARS are expected to be held.

8
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Substantially all of the Company’s ARS are collatized by student loans. As of August 29, 2009 agonity of its ARS had AAA
(Standard & Poor’s), Aaa (Moody’s), or AAA (Fitchjedit ratings. As of August 29, 2009, the repayttd approximately 80% of the
student loans, which serve as collateral for th&sAReld by the Company, was substantially backeth&ynited States government. Until
February 2008, the ARS market was liquid and auostior ARS held by the Company did not fail. Howe\®eginning in February 2008,
auctions for the ARS held by the Company begarit@hd have continued to fail up to and as ofdaee of this report.

Based on current market conditions, managemeraviithat it is likely that auctions related to @@mpany’s ARS will continue to
be unsuccessful for the near term. Unsuccesséticas have limited the Company’s ability to accsse funds. Management anticipates
the liquidity of the ARS will continue to be restiéd until there is a successful auction, such timanother market for the ARS develops, the
ARS are called by the issuer or they are redeemmescribed below.

All of the ARS owned by the Company were purchabedugh UBS Financial Services, Inc., a subsidaryBS AG (“UBS”) and
are held, for the benefit of the Company, by UBSNovember 2008, the Company accepted a settleaffantfrom UBS to restore liquidity
to its clients who hold ARS. The settlement grahesCompany certain ARS rights. These ARS rightside the Company the ability to
redeem its ARS at par during a two-year time pebieginning June 30, 2010. During this time, thenBany may choose to continue to hold
some, or all, of its ARS and earn interest or sefhe, or all, of its ARS to UBS at par plus accriidrest. The ARS rights are not
transferable, tradable or marginable and will reotifted or quoted on any securities or exchangmprelectronic communications network.
As the Company has the ability and intent to red#smARS at June 30, 2010, it reclassified the ARShort-term investments as of
August 29, 2009.

Upon acceptance of the settlement offer, the Compkassified its ARS as trading securities andtelcpursuant to SFAS No. 159,
“The Fair Value Option for Financial Assets anddfinial Liabilities” (“SFAS No. 159"), to record tHeRS rights at fair value on a recurring
basis utilizing significant unobservable inputsagtordance with SFAS No. 157, “Fair Value Measumsig“SFAS No. 1577).

The fair value of the ARS rights was estimatedaitiy the Black-Scholes option pricing model and thrward contract method. As
of August 29, 2009, the fair value of the ARS rightas determined to be approximately $2.7 millind the ARS rights were recorded within
other current assets on the consolidated finastasments.

Prior to acceptance of the UBS settlement offer,Gompany classified its ARS as available-for-saleurities. As of August 30,
2008, the Company had approximately $18.5 milliblong-term investments consisting solely of $18illion of ARS, less a valuation
allowance of $1.0 million, which reflected managan'®estimate of fair value given the current la¢kiquidity of these investments, while
taking into account the current credit quality loé inderlying securities.
NOTE 4 — MERCHANDISE INVENTORIES AND SOURCES OF SUPPLY

Merchandise inventories consisted of the followimgthousands):

August 29, February 28, August 30,
Description 2009 2009 2008
Merchandise¢- in store $ 34,44: $ 35,28 $ 39,96(
Merchandise¢- in transit 3,841 3,54¢ 11,57
$ 38,28t % 38,82¢( $ 51,53:

The Company does not have long-term purchase conmants or arrangements with any of its supplieragents. During the three
and six month periods ended August 29, 2009, twb@fCompany’s vendors each supplied the Compathygrueater than 10% of its
merchandise inventory purchases. For the secoadeglof fiscal 2010, these two vendors suppligat@amately 26% and 17% of the
Company’s merchandise purchases, and for the sithmmeriod ended August 29, 2009, the two vendapplsed approximately 26% and
15% of the Company’s merchandise purchases.
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Although the Company has positive relationshipsiwhiese two vendors, there can be no assurancthésat relationships can be
maintained in the future or that the vendors walhtinue to supply merchandise to the Companyhdfd should be any significant disruption
in the supply of merchandise from these vendorsiagement believes that it will be able to shiftdarction to other suppliers so as to
continue to secure the required volume of merctsmndNevertheless, it is possible that any sigmifficisruption in supply could have a
material adverse impact on the Company’s finarmiaition or results of operations.

In the six months ended August 30, 2008, the Companchased approximately 42% of its merchandiszutih one buying agent
(the “Agent”). The Company and the Agent termidateeir sourcing arrangement effective as of the@December 2008. As a result, the
Company did not purchase any merchandise throwgAgent in the first six months of fiscal 2010.
NOTE 5 — PROPERTY, EQUIPMENT AND IMPROVEMENTS, NET

Property, equipment and improvements, net considtéuk following (in thousands):

Estimated August 29, February 28, August 30,
Description Useful Life 2009 2009 2008
Land — $ 1,597 $ 1,597 $ 1,591
Corporate office, distribution center and relatedding
improvement 25 years 12,01 12,02( 12,01t
Store leasehold improvements Term of related lease,
typically 10 year: 94,26: 95,25! 100,13:
Store furniture and fixture Three to 10 yeat 112,70! 113,69 116,74:
Point of sale hardware and softwi Five years 14,95¢ 15,17: 15,48:
Computer hardware and softw: Three to five year 21,16( 21,12 12,05:
Corporate office and distribution center furniture,
fixtures and equipmet Seven year 3,60¢ 3,634 3,141
Construction in progress — 3,461 1,432 8,95¢
263,76: 263,92 270,11!
Less accumulated depreciation and amortization 154,01( 143,58( 138,34.
Net property, equipment and improveme $ 109,75. $ 120,34 $ 131,77:

As of August 29, 2009 and February 28, 2009, canstm in progress consisted primarily of storeatetl information technology
system projects. As of August 30, 2008, constoucin progress consisted primarily of capital exgignes related to new stores which
opened in the second and third quarters of fise@p2

The Company reviews long-lived assets with defiliites at least annually or whenever events or gharn circumstances indicate
that the carrying value of the asset may not bevexable in accordance with SFAS No. 144. The Gaypecorded no impairments of long-
lived assets in the three and six month periode@rdigust 29, 2009. However, the general econamiertainty affecting the retail industry
makes it reasonably possible that the Company detify and record long-lived asset impairmentBiinre periods.

10
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NOTE 6 — ACCRUED LIABILITIES

Other accrued liabilities consisted of the follogifin thousands):

August 29, February 28, August 30,

Description 2009 2009 2008
Gift card, certificate and store credit liabiliti $ 7,75¢ $ 11,43¢ $ 8,43:
Accrued merchandise inventory receipts not yetirea 3,74¢ 3,00¢ 9,52:¢
Accrued income, sales and other taxes pay 2,28 1,871 2,43¢
Accrued workers compensation liabil 774 1,601 2,45(
Accrued occupanc-related expense 734 693 1,632
Other 2,99: 3,49( 2,88t

$ 18,29( $ 22,10¢ $ 27,357

The Company moved from a self insured to a fulsuired workers compensation insurance program aféebtarch 1, 2009. The
accrual balance at August 29, 2009 representsstirmated remaining liability under the self insupgdgram.

NOTE 7 — CREDIT FACILITY

The Company maintains an Amended and Restated RegdCredit Facility (the “Credit Facility”) with WIlls Fargo Bank, National
Association (“Wells Fargo™vhich expires on June 30, 2011. The Credit Faqiiibvides the Company with revolving credit loamsl letter:
of credit of up to $50 million, in the aggregatebgct to a borrowing base formula based on inugrievels.

Loans under the Credit Facility bear interest atghime rate minus 0.25%. As of August 29, 2088,fdrime rate was 3.25%. The
Credit Facility also provides the Company with #ility to borrow under the Credit Facility at anidrest rate tied to the London Interbank
Market Offered Rate (“LIBOR”). Advances under tH8OR option would be tied to the one, three, armionth LIBOR rate based on the
length of time the corresponding advance is oudthien

Interest under the Credit Facility is payable mbnth arrears. The Credit Facility carries a fagifee of 0.25%, based on the unu
portion of the facility as defined in the agreementollateral monitoring fee and a guarantee sereharge. For the six months ended
August 29, 2009, fees and charges related to taditdFracility totaled $27,663. Borrowings undeg tredit Facility are collateralized by the
Company’s equipment, intangible assets, inveniamgntory letters of credit and letter of credghis. The Company had no revolving credit
loan borrowings under the Credit Facility during first six months of fiscal 2010 or fiscal 2004istorically, the Credit Facility has been
utilized by the Company only to open letters ofditréo facilitate the import of merchandise. Therowing base at August 29, 2009 was
$26.0 million. The Company had no outstanding tett# credit as of August 29, 2009. Accordinghe availability of revolving credit loans
under the Credit Facility was $26.0 million at Asg@9, 2009.

The Credit Facility contains certain restrictivasenants, including restrictions on incurring aduigl indebtedness and limitations
certain types of investments, as well as requitiregmaintenance of certain financial covenants.ofAsugust 29, 2009, the most recent
measurement date, the Company was in compliantealliof the restrictive covenants under the Creditility.

NOTE 8 — STOCK-BASED COMPENSATION

The Company accounts for stock-based compensatiaocordance with the provisions of SFAS No. 128Rare-Based
Payment” ("SFAS 123R”). Under this method, stoelséd compensation expense recognized for shard-aaseds includes:
(a) compensation expense for all stock-based cosapien awards granted prior to, but not yet veatedf, February 25, 2006, based on the
grant date fair value estimated in accordance thithoriginal provisions of SFAS 123, and (b) comrgadion expense for all stock-based
compensation awards granted subsequent to Fel26aB006, based on the grant date fair value etgiiria accordance with the provisions
of SFAS 123R.

Total pre-tax compensation expense related to dtaskd awards for the three months ended Augu(®®, and August 30, 2008
was approximately $374,000 and $524,000, respéygtiFeor the six months ended August 29, 2009 andust 30, 2008, pre-tax stock-based
compensation expense totaled approximately $848&06051.2 million, respectively. Stock-based conspéion expense was included in
merchandise, buying and occupancy expenses f@dhgany’s buying and distribution employees anseiting, general and administrative
expenses for all other employees.
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Methodology Assumptions

The Company uses the Black-Scholes option-pricingehto value the Company’s stock options for ggdatits employees and non-
employee directors. Using this optipricing model, the fair value of each stock optaavard is estimated on the date of grant. Thevidire
of the Company’s stock option awards, which areegalty subject to pro-rata vesting, is expensed straight-line basis over the vesting
period of the stock options. The expected votgtdissumption is based on the historical volatitityhe Companys stock over a term equal
the expected term of the option granted. The eepleerm of stock option awards granted is derivenh historical exercise experience. The
expected term assumption incorporates the conttbtettm of an option grant, as well as the vestiegod of an award. The risk-free interest
rate is based on the implied yield on a U.S. Treasanstant maturity with a remaining term equathe expected term of the option granted.

The weighted average assumptions relating to thetian of the Company’s stock option grants far three and six month periods
ended August 29, 2009 and August 30, 2008 werellasvs:

Three Months Ended Six Months Ended
August 29, August 30, August 29, August 30,
2009 2008 2009 2008
Expected dividend yiel 4.4% 2.€% 5.C% 2.2%
Expected volatility 71.5% 52.(% 68.7% 49.2%
Risk-free interest rat 2.2% 3.C% 2.1% 2.7%
Expected term in yea 4.2 3.4 4.€ 4.4

Sock-Based Compensation Activity

The following table presents a summary of the Camgjsastock option activity for the six months end®&agust 29, 2009:

Weighted
Weighted Aggregate Average
Number Average Intrinsic Weighted Remaining
of Exercise Value Average Contractual
Shares Price (in thousands) Fair Value Life
Outstanding, beginning of peri 1,587,34" $ 16.31 $ 3 3 5.9C
Vested 1,145,96! 17.8¢ — 6.3€
Unvestec 441,37 12.3: 3 4.7C
Granted 598,50( 5.3¢ 1,113 2.1¢
Exercisec — — — —
Cancelec- vested (497,129 17.92 — 5.37
Cancelec- unvested (forfeited (27,26) 15.8¢ 6 6.5C
Outstanding, end of peric 1,661,45. 11.9¢ 1,141 4.3¢ 7.61
Vested 789,67¢ 16.9¢ 2 6.01 5.81
Unvestec 871,77 7.37 1,13¢ 2.9C 9.24
Exercisable, end of peric 789,67¢ 16.9¢ 2 6.01 5.81

The Company may also grant shares of restrictazk $toits employees and non-employee directorsstrivéed stock awards are
independent of option grants and are generallyestiltp forfeiture if employment or service termemprior to the lapse of the restrictions. In
addition, certain of the Company’s restricted staakards granted to employees have performance-lvaséidg provisions and are subject to
forfeiture if these performance conditions are andtieved.
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The Company assesses, on an ongoing basis, thalgiligbof whether the performance criteria arejpeted to be achieved and, if it
is deemed probable, recognizes compensation expease¢he relevant performance period. For theggrds not subject to performance
criteria, the Company expenses the cost of theictest stock awards, which is determined to befdliremarket value of the shares at the date
of grant, on a straight-line basis over the vesgiagod. The fair market value of the Companysnieted stock is determined based on the
closing price of the Company’s common stock ongtant date.

The following table presents a summary of the Camgjsarestricted stock activity for employees and+gmnployee directors for the
six months ended August 29, 2009:

Aggregate
Number Intrinsic Weighted
of Value Average
Shares (in thousands) Fair Value
Unvested, beginning of peric 282,41¢ $ 1,09¢ $ 10.5¢
Granted 694,90( 4,99¢ 457
Vested (46,51¢) 334 11.32
Cancelec- Unvested (Forfeitec (111,600 802 10.0¢
Unvested, end of peric 819,20( 5,89( 5.5(
NOTE 9 — OTHER INCOME
Other income consisted of the following:
Three Months Ended Six Months Ended
August 29, August 30, August 29, August 30,
Description 2009 2008 2009 2008
Interest income, ne 78 $ 58¢ $ 19 % 1,41
Gain on investments carried at fair va 15C — 15C —
$ 226 $ 58€ $ 34: $ 1,412

NOTE 10 — INCOME TAXES

As of August 29, 2009, the Company’s liability fmmrecognized tax benefits associated with uncetéipositions was
approximately $3.3 million and the total amountiofecognized tax benefits that, if recognized, waffect the effective tax rate was $2.0
million. The Company recognizes interest and firsarelated to unrecognized tax benefits as corapts of income tax expense. At
August 29, 2009, the Company had accrued approzlyn$0.8 million for the potential payment of intst and penalties.

The Company and its subsidiaries are subject tofddgral income tax and the income tax of varistage and local jurisdictions.
The Internal Revenue Service has completed it éordiax years through fiscal 2006. The Compangat subject to state income tax
examination by taxing authorities for taxable yganier to fiscal 2004. At August 29, 2009, the Grany had ongoing audits in various
jurisdictions in which it expects settlements by #nd of fiscal 2010, but it does not expect #bility for unrecognized tax benefits
significantly increase or decrease in the remaind#ne fiscal year.
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As of August 29, 2009, the Company had net defaar@ssets of $10.4 million. Deferred incomedasets represent potential
future income tax benefits. Realization of thessets is ultimately dependent upon future taxaiglerme. No valuation allowance has been
provided for deferred tax assets because managdrekeres realization of the full amount of netateéd tax assets is more likely than not.
While the Company has a history of profits, itsfjgability has declined over the last three yeard the Company recorded a net loss in fiscal
2009. Therefore, earnings results in fiscal 20ilDbe a significant factor in determining the Coamy’s ability to continue to carry these
deferred tax assets without any valuation allowarnidge Company’s accounting for deferred taxesasgmts its best estimate of future
events. If future results from the Company’s opers are less than projected, a valuation allowanay be required to reduce deferred tax
assets, which could have a material impact on tragany’s results of operations in the period inahihit is recorded. Significant negative
events, including losses in future periods, woublikenit reasonably possible that valuation allowaragainst deferred tax assets would be
required in future periods.

As of August 29, 2009, the Company had state netating loss carryforwards which will result intetéax benefits of approximate
$0.5 million. These state net loss carryforwardbkexpire in fiscal 2014 and beyond. Additionglthe Company has charitable contribution
carryforwards that will expire in fiscal 2014.

NOTE 11 — EARNINGS PER SHARE

On March 1, 2009, the Company adopted FSP No. BBFB-1, “Determining Whether Instruments Grante&lrare-Based Payment
Transactions are Participating Securities” (“FSFHE03-6-1"), which clarified that unvested sharedxhpayment awards that contain
nonforfeitable rights to receive dividends or desidl equivalents (whether paid or unpaid) are ppdiimng securities, and thus, should be
included in the two-class method of computing eagsiper share (“EPS”). Participating securitiedaurthis statement include the
Company’s unvested employee restricted stock awaittitime-based vesting, which receive nonforfgi¢gedividend payments. The
calculation of EPS for common stock shown belowle&s the income attributable to these unvestedame restricted stock awards from
the numerator and excludes the dilutive impachesé shares from the denominator. All prior peE&$S data presented has been adjusted
retrospectively.

Three Months Ended

August 29, August 30,
2009 2008

Numerator (in thousands:
Net income (loss) attributable to Christopher & BauCorporatior $ (2,139 $ 83€
(Income) loss allocated to participating securi 23 (3
Net income (loss) available to common sharehol $ (2109 $ 83¢
Denominator (in thousands:
Weighted average common shares outstan- basic 35,17¢ 35,09¢
Dilutive shares — 23
Weighted average common and common equivalent sloaitstandine- diluted 35,17¢ 35,12;
Net income (loss) per common share

Basic $ (0.0¢) $ 0.0z

Diluted $ (0.0¢) $ 0.0z
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Six Months Ended

August 29, August 30,
2009 2008

Numerator (in thousands:
Net income (loss) attributable to Christopher & BsuCorporatior $ (44€) $ 12,10¢
(Income) loss allocated to participating securi 3 (48)
Net income (loss) available to common sharehol $ (449 $ 12,06(
Denominator (in thousands:
Weighted average common shares outstan- basic 35,13¢ 35,08¢
Dilutive shares — 26
Weighted average common and common equivalent sloartstandine- diluted 35,13¢ 35,11%
Net income (loss) per common share:

Basic $ (0.0) $ 0.34

Diluted $ 0.01) $ 0.34

The calculation of basic and diluted earnings pearre for fiscal 2009 has been modified to refle@PFEITF 03-6-1. The earnings
per share for the three and the six month periads@ August 30, 2008 have been adjusted to r@fledmpact of this new accounting
guidance to present them on a comparable basidigidl 2010. The impact of this modification resdlin a $0.01 per share decrease in
reported basic earnings per share for the six mpatiod ended August 30, 2008. There was no nahfierpact on diluted EPS for the six
months ended August 30, 2008. In addition, FSPFEI3-6-1 had no material impact on basic or dillE&S for the second quarter of fiscal
20009.

Total stock options of approximately 1.5 milliondah.9 million were excluded from the shares usettiéncomputation of diluted
EPS for the three and six month periods ended AWRA)2009, respectively, as they were anti-diltivi otal stock options of approximately
2.1 million were excluded from the shares usedhéndomputation of diluted EPS for the three andmsixth periods ended August 30, 2008
as they were anti-dilutive.

NOTE 12 — FAIR VALUE MEASUREMENTS

The Company adopted SFAS No. 157, “Fair Value Meaments,” effective March 2, 2008, with respedatio value measurements
of (a) nonfinancial assets and liabilities that meognized or disclosed at fair value in the Comyfmfinancial statements on a recurring basis
and (b) all financial assets and liabilities. Oargh 1, 2009, the Company adopted SFAS No. 15f@dorecurring nonfinancial assets and
nonfinancial liabilities that had been delayed I83PFL57-2. The adoption of FSP 157-2 did not havairial impact on the Company’s
consolidated financial statements as reported herei

Under SFAS No. 157, fair value is defined as thepmrice, or the amount that would be receivedeib an asset or paid to transfer a
liability in an orderly transaction between margatticipants as of the measurement date. SFASBlbalso establishes a hierarchy for
inputs used in measuring fair value that maximthesuse of observable inputs and minimizes theotiseobservable inputs by requiring that
the most observable inputs be used when availdbleservable inputs are inputs market participamtslevuse in valuing the asset or liability
developed based on market data obtained from seurdependent of the Company. Unobservable immeténputs that reflect the
Company’s assumptions about the factors markeicpgeahts would use in valuing the asset or liapitleveloped based upon the best
information available in the circumstances. Therdmichy is broken down into three levels. Levaiduts are quoted prices (unadjusted) in
active markets for identical assets or liabilitiesevel 2 inputs include quoted prices for siméasets or liabilities in active markets, quoted
prices for identical or similar assets or liabdgiin markets that are not active and inputs (dtieer quoted prices) that are observable for the
asset or liability, either directly or indirectlj.evel 3 inputs are unobservable inputs for thetassliability. Categorization within the
valuation hierarchy is based upon the lowest le¥@hput that is significant to the fair value messment.
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Assets and Liabilities that are Measured at Fair Value on a Recurring Basis:

For the six month periods ended August 29, 2009/arglist 30, 2008, fair value under SFAS No. 157iaddo the Company’s
ARS and ARS rights. These financial assets amechat fair value following the requirements ofA8-No. 157.

As discussed in Note 3, auctions for ARS held ley@ompany failed beginning in February 2008, ancetwntinued to fail through
the date of this report. As a result, investm@misRS are valued to reflect the current lack glildity of these investments while taking into
account the credit quality of the underlying seiesi As also discussed in Note 3, on Novemb&0@g8, the Company accepted UBS’s ARS
settlement offer. This resulted in the Compangirgng ARS rights, which the Company has electeddmount for at fair value.

The following tables provide information by levelfassets and liabilities that are measured avédire, as defined by SFAS
No. 157, on a recurring basis (in thousan

Fair Value Measurements

Fair Value at Using Inputs Considered as
Description August 29, 2009 Level 1 Level 2 Level 3
Assets:
ARS $ 16,400 $ — $ — 3 16,40(
ARS rights $ 2,65 $ — ¢ — 3 2,65(
Liabilities: $ — 8 — 8 — $ —
Fair Value Measurements
Fair Value at Using Inputs Considered as
Description August 30, 2008 Level 1 Level 2 Level 3
Assets:
ARS $ 18,53t $ — $ — 3 18,53¢
ARS rights $ — ¢ — ¢ — $ —
Liabilities: $ — 8 — 8 — $ —

The following table provides a reconciliation oétheginning and ending balances of items measuifai &alue on a recurring ba:
in the table above that used significant unobsdeviaputs (Level 3).

Six Months Ended Six Months Ended
August 29, 200¢ August 30, 200¢
ARS ARS Rights ARS ARS Rights
Beginning balanc $ 16,40 $ 2,70C $ 23,35( $ —
Total gains (losses
Included in earning 20C (50 — —
Included in other comprehensive inco — — 18¢€ —
Purchases, issuances and settlerr (200 — (5,000 —
Transfers in and/or out of level — — — —
Ending balanci $ 16,40C $ 2650 $ 18,53¢ $ —
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The Company did not have any financial assetsr dktam its ARS and ARS rights, or nonfinancial &see liabilities carried at fair
value as of August 29, 2009 that were subjectdoldsure within the three-tier hierarchy establishg SFAS No. 157. The Company’s
financial instruments, other than its ARS and ARfBts, consist primarily of cash and cash equivialesiccounts receivable and accounts
payable, the carrying value of which approximasésvalue due to the short-term nature of the umgnts.
NOTE 13 — COMPREHENSIVE INCOME

Comprehensive income consisted of the following:

Three Months Ended Six Months Ended
August 29, August 30, August 29, August 30,
2009 2008 2009 2008
Net income (loss $ (2,137 $ 83€ $ (44¢) $ 12,10¢
Unrealized losses on investments reclassifie
earnings — — — 18€
Total comprehensive incon $ (2139 ¢ 83€ $ (446 $ 12,29

NOTE 14 — COMMITMENTS AND CONTINGENCIES
Legal Proceedings

The Company is subject, from time to time, to vasielaims, lawsuits or actions that arise in thdénary course of business.
Although the amount of any liability that could seiwith respect to any current proceedings cammoyr opinion, be accurately predicted,
any such liability is not expected to have a mataxtlverse impact on the Company’s financial pmsjtresults of operations or liquidity.

NOTE 15 — SEGMENT REPORTING

The Company operates in the retail apparel industwhich it primarily designs, sources and seltsmwven’s apparel catering to
customers generally ranging in age from 40 to 60 afe typically part of a segment of the femaleytadiomer demographic. The Company
has identified two operating segments (christoghbanks and cj banks) as defined by SFAS No. 1Bisclosures about Segments of an
Enterprise and Related Information” (“SFAS No. 181The Company’s christopher & banks and cj bayperating segments have been
aggregated into one reportable segment based aintilar nature of products sold, methods of sogcmerchandising and distribution
processes involved, target customers, and econdmai@cteristics of the two brands. The Companyipusly reported the results of its
Acorn stores as a separate reportable segmeninreg in the third quarter of fiscal 2009, theuks of all Acorn stores have been removed
from continuing operations and are presented asuismued operations.

In the table below, the “christopher & banks/cj ksihreportable segment includes activity generéethe Companys christopher ¢
banks and cj banks operations. The “Corporate/Adative” column, which primarily represents ogtérg activity at the Company’s
corporate office and distribution center, is praésdro allow for reconciliation of segment-levet sales, operating income (loss) and total
assets to the Company'’s consolidated net salestifpincome (loss) and total assets. Segmematpg income (loss) includes only net
sales, merchandise gross margin and direct stgreners with no allocation of corporate overhead.
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Segment Reporting:

christopher & banks/ Corporate/

cj banks Administrative Consolidated
Three Months Ended August 29, 200¢
Net sales $ 101,18: $ — % 101,18:
Operating income (los: $ 7,06 $ (10,539 $ (3,476
Total asset $ 151,51¢ $ 123,89¢ $ 275,41
Three Months Ended August 30, 2008:
Net sales $ 128,45, $ — % 128,45:
Operating income (los: $ 18,51 $ (15,719 $ 2,79¢
Total asset $ 162,600 $ 152,66! $ 315,26!
christopher & banks/ Corporate/
cj banks Administrative Consolidated
Six Months Ended August 29, 200¢
Net sales $ 221,54¢ $ — % 221,54¢
Operating income (los: $ 23,07 % (24,099 $ (2,027
Total asset $ 151,51¢ $ 123,89¢ $ 275,41
Six Months Ended August 30, 200¢
Net sales $ 283,84t $ — % 283,84t
Operating income (los: $ 54,13t $ (32,649 $ 21,48
Total asset $ 162,600 $ 152,66! $ 315,26!
ITEM 2.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The management’s discussion and analysis of fiahoondition and results of operations (“MD&A”) thimllows should be read in
conjunction with the consolidated financial statatseand notes included in Item 1 of this Form 18+d the consolidated financial
statements, notes and MD&A contained in the ComjsaAignual Report on Form 10-K for the fiscal yeaded February 28, 2009.

Executive Overview

Christopher & Banks Corporation, a Delaware corponais a Minneapolis-based retailer of women’pagl, which operates retalil
stores through its wholly-owned subsidiaries. Tlenpany was incorporated in 1986 to acquire Brabkakhions, Inc., which had operated
as a family-owned business since 1956. In Julyp20@® Company'’s stockholders approved a changfeei€ompany’s name from Braun’s
Fashions Corporation to Christopher & Banks Corfiona

As of August 29, 2009, the Company operated 81rkstim 46 states, including 542 christopher & bastkses, 268 cj banks stores
and one dual-concept store. The Company'’s chiigiof banks brand offers distinctive fashions feaw exclusively designed, coordinated
assortments of women’s apparel primarily in sizag to 16. The Company’s cj banks brand offerslgindissortments of women’s apparel
primarily in sizes 14W to 24W. The Company’s doahcept store offers an assortment of both chriigpg banks and cj banks apparel
servicing the petite, misses and plus size custamene store. The Company also operates e-conewezb sites for its two brands at
www.christopherandbanks.comandwww.cjbanks.com, which offer exclusive sizes and styles availabity online.
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The Company strives to provide its customers withlity apparel at a great value and a perfectfftie Company’s overall strategy
for its two brands, christopher & banks and cj ksri& to consistently offer a fashionable appassbement through its stores and e-
commerce web sites in order to satisfy its targstamers’ expectations for style, quality, valud &t while providing exceptional,
personalized customer service.

The Company has competitively positioned itselbffer merchandise assortments balancing uniqueslbyoapparel with more
classic, basic styles, at affordable prices. Tedintiate itself from its competitors, the Comparbuyers, working in conjunction with the
Company’s internal design group, create a merclsarasortment of coordinated outfits, the majarityhich is manufactured exclusively
for the Company under its proprietary christophdvaiaks and cj banks brand names.

Fiscal 2010 Second Quarter Summary

The Company'’s results of operations for the secpraiter of fiscal 2010 continued to be impactedhgychallenging macro-
economic environment. Continued instability in tleising market and higher levels of unemploymentbined with general economic
uncertainty, have impacted consumer spending pattearticularly for discretionary retail purchases

Same store sales declined 22% during the secomteqoéfiscal 2010 compared to the prior year @eri This decrease was
primarily a result of fewer transactions per stevhijle the average transaction value was essanfiatifor the quarter compared to the sec
quarter of fiscal 2009.

Despite the pressure on sales, the Company endeapliiiter with better than anticipated gross margitd above-plan cost savings.
Selling, general and administrative (“SG&A”) expeasleclined by approximately $8.0 million in thea®d quarter of fiscal 2010 compared
to the second quarter of fiscal 2009. Markdowrss iamentory were well controlled during the quamesulting in a 24% decline in inventory
levels on a per-store basis, excluding e-commeraenitory, at the end of the second quarter compgartte end of the prior year second
quarter. The Company ended the quarter with afmabely $100 million of cash, cash equivalents shdrt-term investments.

The Company recorded a net loss of $2.1 millior($0r06) per share, in the second quarter of fi20&D, compared to net income
from continuing operations of $2.0 million, or $6.Per diluted share, for the second quarter o&fi009. In the first half of fiscal 2010, the
Company opened three new cj banks stores andstsifial-concept store. Six christopher & banksest and two cj banks stores were closed
during the first six months of fiscal 2010.

Fiscal 2010 Outlook and Key Business Initiatives

Given the uncertain economic environment, the Camsiapproaching the balance of fiscal 2010 witoatinued focus on
operating effectiveness, expense controls, dis@dlinventory management and conservative capitadding. The Company anticipates
inventory per-store will continue to be managetbetls modestly below fiscal 2009 for the remainafethe fiscal year. Going forward, the
Company plans to proceed cautiously with new sgooevth. The Company currently plans to open orditaahal new store in fiscal 2010.

The Company continued to execute its cost redudtitiative in fiscal 2010. SG&A savings, primariteductions in store payroll
and other store-related expenses, marketing exjpeesiand travel costs, of approximately $15.4iomlivere realized in the first six months
of the fiscal year. The Company expects to reabr@ SG&A savings of $17 million to $18 million &ll of fiscal 2010, with at least $1.0
million of savings anticipated in the third quartdthe Company also continues to focus on redustogipancy costs through aggressive lease
renegotiations and diligently exercising rent retdhrs related to sales volume and co-tenancy leiasations. Total fiscal 2010 capital
expenditures are planned to range from $8 millm&3 million, down approximately 50% from the $1&dlion of capital expenditures in
fiscal 2009.

The Company also continues to employ strict invientontrols in fiscal 2010. During the year, then@pany plans to continue to
enhance inventory productivity through SKU ratioration and improved store assorting based on salesne, climate, size and fashion
preferences.
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The Company plans to continue to strengthen itddbusr Relationship Management (“CRMi)ograms throughout fiscal 2010. ~
Company is in the midst of migrating to a new CRMatbase management system which is designed tcedvestier customer data
consistency across all channels, provide more tatustomer and marketing analytics and enable neaneagt of more complex and
segmented communications campaigns. In additenCompany plans to continue to accumulate andpocate customer data into its
existing and new CRM programs to drive additionatomer traffic to its stores and web sites, ermgeiicross shopping between its stores
and online sites and increase overall brand awasen€RM efforts will focus primarily on email coramication, which the Company
believes is the most cost-effective and efficiestimod of communicating with customers. In additibe Company is tailoring its email
messages to segmented groups of customers inahtefprovide more relevant and compelling offensl to drive stronger response rates
from its messages.

The Company continues to focus on smaller markeiisttave traditionally been the foundation of tlmempany’s success.
Approximately 50% of the Company’s stores are ledah small, rural and captive markets. While satoee sales have declined in these
markets, the declines have been slightly lessithéime remainder of the Company’s stores. In éaldito adjusting the merchandise mix in
these areas, the Company plans to further devidlgpassroots marketing efforts to increase comaation with customers in these markets.
Stores located in the smaller, rural markets gdiyerave higher productivity and lower occupancgtsy resulting in higher operating
margins.

The Company continues to place additional focugromth opportunities for its plus size brand, apkss The Company opened its
first dual-concept store during the second quanftéiscal 2010. This store offers merchandise filwoth of its brands, christopher & banks
and cj banks, and all three size ranges, missét pad plus, within one store, resulting in aagee opportunity to service the Company’s
customers while increasing productivity and enhagu@iperating efficiencies. In addition, during fepber 2009, the Company introduced
edited assortments, or “capsules,” of its cj baslks size merchandise in a select test group afoxppately 30 christopher & banks stores to
further capitalize on increasing its plus size neaghare. Overall productivity of these test stdseexpected to increase as the cj banks
capsule assortments were added to these storesutvithreduction in the planned christopher & baagsortment.

The Company expects its christopher & banks afhoks e-commerce businesses to continue to grdwe.Cbmpany plans to
further enhance web site visual presentation amkpand merchandise offerings to include exclusi@e-only merchandise categories,
styles, sizes and lengths. In an effort to drigdional traffic to its web sites, the Companyeimdls to continue to increase its online
marketing efforts and leverage its online asso@atering system, which allows the Company’s stm®ociates the opportunity to service
customers through direct access to the Compangsranerce sites.

While the Company’s management believes the ratailmacro-economic environments will remain chajieg throughout the
remainder of fiscal 2010, it also believes théd itaking actions to position the Company for sgramnoperating performance when economic
conditions become more favorable.

Key Performance Indicators

The Company’s management evaluates the followamst which are considered key performance indisatorassessing the
Company'’s performance:

Same store sales

The Company’s same store sales data is calculatsstion the change in net sales for stores thatlesn open for more than 13
full months and includes stores, if any, that hagen relocated within the same mall, though the @y typically does not expand or
relocate stores within a mall.

Stores where square footage has been changed leythaor 25 percent within the past 13 months arkiédgd from the same store
sales calculation. Stores closed during the yemaingluded in the same store sales calculatioy famlthe full months of the year the stores
were open. In addition, sales which are initiatestores but fulfilled through the Company’s e-enarce websites are included in the
calculation of same store sales.
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Management considers same store sales to be amtémpimdicator of the Company’s performance. Satoee sales results are
important in achieving leveraging of costs, inchglstore payroll, store occupancy, depreciationahdr general and administrative
expenses. Year-over-year increases in same stl@®cntribute to greater leveraging of costs)euhéclining same store sales contribute to
deleveraging of costs. Same store sales resatishalve a direct impact on the Company’s totakakds, cash and cash equivalents,
investments and working capital.

Merchandise, buying and occupancy costs

The merchandise margin component of merchandisgndpand occupancy costs, which includes the cbsteschandise,
markdowns and shrink expense, exclusive of degieniand amortization, measures whether the Comjgagpropriately optimizing the
price of its merchandise. Buying and occupancyscoglude freight into and out of the Company’stdbution center, buyer and distribution
center salaries, buyer travel, rent and other caeey-related costs, various merchandise desigmanelopment costs, miscellaneous
merchandise expenses and other costs related @othheany’s distribution network.

Operating income

The Company’s management views operating inconsekay indicator of the Company’s success. Thedkesers of operating
income are same store sales; merchandise, buythgamupancy costs; and the Company’s ability tarobits other operating costs.

Sore productivity

Store productivity measures, including sales paeagg foot, average unit retail selling price, numifedransactions per store, numl|
of units per transaction, average retail dollarst@nsaction, customer traffic and conversiongdtiee percentage of customers who enter the
Company’s stores and make a purchase) are evalbgteédnagement in assessing the operational pesfazenof individual stores and of the
Company.

Inventory turnover

The Company’s management evaluates inventory temas a measure of how productively inventory isgi and sold. Declining
rates of inventory turnover are important as thgpa that inventory is becoming slow-moving.

Cash flow and liquidity

Management evaluates cash flow from operationgsiing activities and financing activities in detéring the sufficiency of the
Company’s cash position. Cash flow from operatioas historically been sufficient to cover the Camygs uses of cash.

Critical Accounting Policies and Estimates

The Company’s critical accounting policies are nioitly described in Note 1 of the notes to consatidl financial statements
contained within the Company’s Annual Report onnrd0-K for the fiscal year ended February 28, 200Bere have been no material
changes in the Company’s critical accounting peficgr estimates in the three and six month peeaded August 29, 2009. Management'’s
discussion and analysis of the Company'’s finarmaldition and results of operations are based tippiCompany’s consolidated condensed
financial statements, which have been prepareddardance with accounting principles generally pteg in the United States of America.

On an ongoing basis, the Company evaluates itsat&s, including those related to customer proditatns, inventories, income
taxes, medical and workers’ compensation claimscamtingencies. The Company bases its estimatésstorical experience and on various
other assumptions that it believes to be reasonatder the circumstances, the results of which fitrenbasis for making judgments about the
carrying values of assets and liabilities thatravereadily apparent from other sources. Actusiliits may differ from these estimates under
different assumptions or conditions.
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The Company reviews long-lived assets with defilivtes at least annually, or whenever events ongha in circumstances indicate
that the carrying value of the asset may not bevem@ble in accordance with SFAS No. 144. Whie@ompany recorded no impairments
long-lived assets employed in continuing operatiorthe three month period ended August 29, 2d@®current challenging economic
environment, combined with the continued instaitit the housing, credit, stock and financial mé&kand general economic uncertainty
affecting the retail industry, make it reasonaldggible that long-lived asset impairments couldeatified and recorded in future periods.

As of August 29, 2009, the Company had net defaar@ssets of $10.4 million. Deferred incomedasets represent potential
future income tax benefits. Realization of theseets is ultimately dependent upon future taxailerme. No valuation allowance has been
provided for deferred tax assets because managdrekenes realization of the full amount of netateéd tax assets is more likely than not.
While the Company has a history of profits, itsfjtadility has declined over the last three yeard the Company recorded a net loss in fiscal
2009. Therefore, earnings results in fiscal 20ilDbe a significant factor in determining the Coamy’s ability to continue to carry these
deferred tax assets without any valuation allowarnidge Company’s accounting for deferred taxesasgmts its best estimate of future
events. If future results from the Company’s ofiers are less than projected, a valuation allowanay be required to reduce deferred tax
assets, which could have a material impact on tragany’s results of operations in the period inahhit is recorded. Significant negative

events, including losses in future periods, woublikenit reasonably possible that valuation allowaragainst deferred tax assets would be
required in future periods.

Results of Operations

The following table sets forth consolidated op@rgt$tatement data expressed as a percentagesalegffor the periods indicated.

Three Months Ended Six Months Ended
August 29, August 30, August 29, August 30,
2009 2008 2009 2008
Net sales 100.(% 100.(% 100.(% 100.(%
Merchandise, buying and occupancy ct 65.4 61.2 63.¢ 58.2
Selling, general and administrative exper 31.¢ 31.: 30.€ 29.t
Depreciation and amortizatic 6.2 5.2 5.7 4.€
Operating income (los! (3.9 2.2 (0.5) 7.€
Other income 0.2 0.t 0.2 0.5
Income tax provision (benefi (1.7) 1.1 (0.1 3.2
Income (loss) from continuing operatic (2.7 1.€ (0.2 4.9
Loss on discontinued operations, net of — (0.9 — (0.€)
Net income (loss (2.9% 0.7% 0.29% 4.2%

Three Months Ended August 29, 2009 Compared to TheeMonths Ended August 30, 2008

Net Sales from Continuing Operations. Net sales from continuing operations for the thremths ended August 29, 2009 were
$101.2 million, a decrease of $27.3 million or apgpmately 21%, from $128.5 million for the three ntlos ended August 30, 2008. The
Company’s sales were negatively impacted in thersquarter of fiscal 2010 by the challenging maaronomic environment. Continued

instability in the housing market and higher lev&isinemployment, combined with general economizentainty, impacted consumer
spending patterns, particularly for discretionaail purchases.

The Companys same store sales from continuing operationd®sécond quarter of fiscal 2010 declined 22% wiwenpared to th
corresponding period in fiscal 2009. This decreaas primarily due to fewer
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transactions per store and fewer units sold ovgrattially offset by an increase in average wetidit. Average transaction value was
essentially flat for the quarter compared to therprear period.

The decline in same store sales was partially bifgan increase in sales at the Company’s tworamerce websites. The Comp.
operated 811 stores at August 29, 2009, compar8tistores, excluding Acorn stores, as of Aug0s2808.

Merchandise, Buying and Occupancy Costs. Merchandise, buying and occupancy costs, exclusfigepreciation and amortization,
were $66.2 million, or 65.4% of net sales, during $econd quarter of fiscal 2010, compared to $7@8lion, or 61.3% of net sales, during
same period in fiscal 2009, resulting in approxiehatt10 basis points of deleverage compared tpitioe year period.

As merchandise margins were essentially flat ins#@ond quarter of fiscal 2010 compared to thersegoarter of fiscal 2009, the
decline in gross profit margin was essentially thudeleveraging of buying and occupancy expensescaged with the 22% decline in same
store sales.

Selling, General and Administrative Expenses. Selling, general and administrative expenses ®itlihee months ended August 29,
2009 were $32.2 million, or 31.8% of net sales, pared to $40.2 million, or 31.3% of net sales,tfa three months ended August 30, 2008,
resulting in approximately 50 basis points of delage.

SG&A expenses were reduced by approximately $8lilomin the second quarter of fiscal 2010 comparethe second quarter of
fiscal 2009 primarily as a result of the Comparggdst reduction efforts. Significant savings wezalized in store payroll and other store-
related operating expenses, marketing expendithermfits and IT-related costs. Approximately 2Q@r share of the savings realized in the
second quarter was non-recurring, related to lmserpensation costs and a legal settlement.

Depreciation and Amortization. Depreciation and amortization was $6.3 million6®% of net sales, in the second quarter of ffisca
2010, compared to $6.7 million, or 5.2% of net sale the second quarter of fiscal 2009. The deserén the amount of depreciation and
amortization resulted from a reduction of capitgdenditures in fiscal 2010 compared to fiscal 2808 from asset impairment charges
recorded in the fourth quarter of fiscal 2009. iEd@xpenditures in the first half of fiscal 20t@aled $3.4 million, compared to $12.9
million in the first half of fiscal 2009, while appximately $4.6 million of asset impairment chargese recorded in the fourth quarter of
fiscal 2009.

Operating Income (Loss). Based on the foregoing, the Company recorded aratipg loss of $3.5 million, or 3.4% of net sales f
the quarter ended August 29, 2009, compared tatpgrincome of $2.8 million, or 2.2% of net salesthe quarter ended August 30, 2008.

Other Income. For the three months ended August 29, 2009, otttenie included interest income of $78,000 and KIEDof
unrealized gains on short-term investments. Irthhee months ended August 30, 2008, other incamsisted solely of $586,000 of interest
income. The decrease in interest income resufted fower interest rates on cash, cash-equivalemsnvestments in the second quarter of
fiscal 2010 compared to the second quarter of [f2@@9.

Income Taxes. Income tax benefit in the second quarter of fidl0 was $1.1 million, with an effective tax rafe34.4%,
compared to income tax expense of $1.3 millionhait effective tax rate of 39.8%, in the secondtguaf fiscal 2009. The decrease in the
effective tax rate primarily resulted from the inspaf permanent timing differences and state inctames.

Income taxes for fiscal 2009 were allocated to icoiig and discontinued operations based on théadetogy required by
Financial Accounting Interpretation No. 18 (“FIN"L8w~hereby income taxes are computed with and authihe impact of results from
discontinued operations and the difference in tdvetaeen these computations is allocated to disuoed operations.

Income (Loss) from Continuing Operations. As a result of the foregoing factors, the Compeaported a net loss from continuing
operations of $2.1 million, or 2.1% of net sales,the three months ended August 29, 2009, comparettome from continuing operations
of $2.0 million, or 1.6% of net sales, for the #hraonths ended August 30, 2008.

Loss on Discontinued Operations, Net of Tax. The Company reported a pre-tax loss on discoetimperations of $2.0 million for
the three months ended August 30, 2008 relatetbte-fevel operating losses at the
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Company’s Acorn stores and impairment chargesaglat Acorn store assets. Net of tax, the losdigrontinued operations was $1.2
million. There were no expenses related to disnaetl operations recorded during the quarter eddenlist 29, 2009.

Net Income (Loss). As a result of the foregoing factors, the Compagorded a net loss of $2.1 million, or 2.1% of sedes and
($0.06) per share, for the three months ended A®Rf)2009, compared to net income of $0.8 milli@n0.7 % of net sales and $0.02 per
diluted share, for the three months ended Augus2308.

Six Months Ended August 29, 2009 Compared to Six Mwhs Ended August 30, 2008

Net Sales from Continuing Operations. Net sales from continuing operations for the sixnthe ended August 29, 2009 were $2.
million, a decrease of $62.3 million, or approxiglgt22%, from $283.8 million for the six months eddAugust 30, 2008. The Company’s
sales were negatively impacted in the first six therof fiscal 2010 by the challenging macro-ecormenivironment. Continued instability in
the housing market and higher levels of unemploytnembined with general economic uncertainty, ioipd consumer spending patterns,
particularly for discretionary retail purchases.

The Company’s same store sales from continuingadioes for the first half of fiscal 2010 decline®%8 when compared to the
corresponding period in fiscal 2009. This decremas primarily due to fewer transactions per storé fewer units sold overall, partially
offset by an increase in average unit retail. ddition, the average transaction value declingghdlly in the first half of the year compared to
the first six months of fiscal 2009.

The decline in same store sales was partially bffgen increase in sales at the Company’s tworamerce websites. The Comp.
operated 811 stores at August 29, 2009, compargii@stores, excluding Acorn stores, as of AugQs2808.

Merchandise, Buying and Occupancy Costs. Merchandise, buying and occupancy costs, exclusfigepreciation and amortization,
were $141.6nillion, or 63.9% of net sales, during the first sionths of fiscal 2010, compared to $165.4 million58.3% of net sales, duri
the same period in fiscal 2009, resulting in apprately 560 basis points of deleverage compargdgrior year period.

The decline in gross profit margin in the firstfhafl fiscal 2010, compared to the first half ofcéd 2009, was attributable to erosion
of merchandise margins due to elevated markdowgideand promotional activity in the first quartedadeleveraging of buying and
occupancy costs in both the first and second gusaatgsociated with the 23% decline in same stdes.sa

Selling, General and Administrative Expenses. Selling, general and administrative expenses f@istk months ended August 29,
2009 were $68.4 million, or 30.9% of net sales, parad to $83.8 million, or 29.5% of net sales,tf@r six months ended August 30, 2008,
resulting in approximately 140 basis points of defage.

SG&A expenses were reduced by approximately $1%lmin the first six months of fiscal 2010 conmpd to the first half of fiscal
2009 primarily as a result of the Company’s codticdion initiative. Significant savings were realil in store payroll and other store-related
operating expenses, marketing expenditures, trheekfits and IT-related costs. Approximately 8p@r share of the savings realized in the
second quarter of fiscal 2010 was non-recurrin@iee to lower compensation costs and a legaksadtht.

Depreciation and Amortization. Depreciation and amortization was $12.6 million5.7% of net sales, in the first six months of
fiscal 2010, compared to $13.1 million, or 4.6%nef sales, in the first six months of fiscal 200%he decrease in the amount of depreciation
and amortization resulted from a reduction of adpkpenditures in fiscal 2010 compared to fis€fl2and from asset impairment charges
recorded in the fourth quarter of fiscal 2009. Edxpenditures in the first half of fiscal 20t@aled $3.4 million, compared to $12.9
million in the first half of fiscal 2009, while appximately $4.6 million of asset impairment chargese recorded in the fourth quarter of
fiscal 2009.

Operating Income (Loss). Based on the foregoing, the Company recorded aratipg loss of $1.0 million, or 0.5% of net sales f
the six months ended August 29, 2009, comparegeoating income of $21.5 million, or 7.6% of nelesafor the six months ended
August 30, 2008.

Other Income. For the six months ended August 29, 2009, othemincluded interest income of $193,000 and $1ED
unrealized gains on short-term investments. Irsthenonths ended August 30, 2008,
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other income consisted solely of $1.4 million dkirest income. The decrease in interest incomsteelsfrom lower interest rates on cash,
cash-equivalents and investments in the first didfiiscal 2010 compared to the first half of fis@8l09.

Income Taxes. Income tax benefit in the first half of fiscal 20b@s $0.2 million, with an effective tax rate of. 3%, compared to
income tax expense of $9.1 million, with an effeetfax rate of 39.8%, in the first half of fisc&ldD. The decrease in the effective tax rate
primarily resulted from the impact of permanentitighdifferences and state income taxes.

Income taxes for fiscal 2009 were allocated to icoiig and discontinued operations based on théadetogy required by
Financial Accounting Interpretation No. 18 (“FIN"L8w~hereby income taxes are computed with and authihe impact of results from
discontinued operations and the difference in tdsetaeen these computations is allocated to disuoed operations.

Income (Loss) from Continuing Operations. As a result of the foregoing factors, the Compeaported net loss from continuing
operations of $0.4 million, or 0.2% of net sales,the six months ended August 29, 2009, comparatcbme from continuing operations of
$13.8 million, or 4.9% of net sales, for the sixnttes ended August 30, 2008.

Loss on Discontinued Operations, Net of Tax. The Company reported a pre-tax loss on discoetimperations of $2.8 million for
the six months ended August 30, 2008 related t@devel operating losses at the Company’s Acasrestand impairment charges related to
Acorn store assets. Net of tax, the loss on diswoed operations was $1.7 million. There wererpenses related to discontinued
operations recorded during the six months endedusiu2P, 2009.

Net Income (Loss). As a result of the foregoing factors, the Compaoporded a net loss of $0.4 million, or 0.2% of sedes and
($0.01) per share, for the six months ended AugBs2009, compared to net income of $12.1 millamy.3 % of net sales and $0.34 per
diluted share, for the six months ended Augus®2803.

Liquidity and Capital Resources

The Company’s principal on-going cash requiremangsto fund working capital needs such as purchasiarchandise inventory,
financing the construction of new stores, remodgtihcertain existing stores and making informatiechnology-related and other capital
expenditures. Merchandise purchases vary on aisadsasis, peaking in the fall. As a result,@mmpany’s cash requirements historically
reach their peak in October or November, during@bepany’s third fiscal quarter. Conversely, tr@rpany’s cash balances typically peak
for the year in January, during the Company’s fofidcal quarter, after the holiday season is ceteol.

Net cash provided by operating activities

Net cash provided by operating activities total&é@.@ million in the first six months of fiscal 201® decrease of approximately $5.4
million from $17.6 million for the first six monthaf fiscal 2009. The decrease was primarily altediua $12.6 million decrease in net
income, partially offset by a $7.1 million decre@s@repaid income taxes.

Significant fluctuations in the Company’s workingpital accounts in the first half of fiscal 201@luded an $11.0 million decrease
in prepaid income taxes, a $4.5 million decreasgcorued liabilities and a $2.4 million decreasadnounts payable. The decrease in prepaic
income taxes was due to refunds received on egihtak payments made during the first half of fi09. The decrease in accrued
liabilities primarily resulted from a $3.7 millicshecline in the amount of outstanding gift cards borad with a $0.8 million decrease in
accrued payroll and severance charges. The decdireascounts payable in the first six months sfdi 2010 resulted from shifts in the
timing of merchandise inventory payments.

The remainder of the change in cash provided byating activities was substantially the result afed loss recorded during the first
six months of fiscal 2010, after adjusting for nmash items, including depreciation and amortizagipense, deferred income taxes, stock-
based compensation expense, loss on the dispofahdfire, fixtures and equipment and various otfenges in the Company’s other
operating assets and liabilities.
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Net cash used in investing activities

Net cash used in investing activities in the faigtmonths of fiscal 2010 consisted of $3.4 millafircapital expenditures. The
Company opened four new stores during the firdtdfdiscal 2010. The Company also made otherstwments in its stores, corporate office
and distribution center facility during the six ntlbs ended August 29, 2009. The Company expedtsitbapproximately $5 million to $6
million of additional capital expenditures in tlaest two quarters of fiscal 2010.

Net cash used in financing activities
Net cash of $4.2 million was used in the firstsignths of fiscal 2010 for the payment of two qudyteash dividends.

The Company anticipates its cash and cash equigalesmbined with cash flows from operations, wél sufficient to meet its
capital expenditure, working capital and other iliiy requirements for the remainder of fiscal 2010

Credit facility

The Company maintains an Amended and Restated RegdCredit Facility (the “Credit Facility”) with WIlls Fargo Bank, National
Association (“Wells Fargo™vhich expires on June 30, 2011. The Credit Fgqilibvides the Company with revolving credit loams letter:
of credit of up to $50 million, in the aggregatebct to a borrowing base formula based on inuwgrigvels.

Loans under the Credit Facility bear interest atghime rate minus 0.25%. As of August 29, 2008,drime rate was 3.25%. The
Credit Facility also provides the Company with #imlity to borrow under the Credit Facility at anidrest rate tied to the London Interbank
Market Offered Rate (“LIBOR”). Advances under tH8OR option would be tied to the one, three, armionth LIBOR rate based on the
length of time the corresponding advance is oudthien

Interest under the Credit Facility is payable mbnth arrears. The Credit Facility carries a fagifee of 0.25%, based on the unu
portion of the facility as defined in the agreementollateral monitoring fee and a guarantee sereharge. For the six months ended
August 29, 2009, fees and charges related to thdiracility totaled $27,663. Borrowings undeg @redit Facility are collateralized by the
Company’s equipment, intangible assets, inveniamgntory letters of credit and letter of credghis. The Company had no revolving credit
loan borrowings under the Credit Facility during first six months of fiscal 2010 or fiscal 2004istorically, the Credit Facility has been
utilized by the Company only to open letters ofditréo facilitate the import of merchandise. Therowing base at August 29, 2009 was
$26.0 million. The Company had no outstanding tetté credit as of August 29, 2009. Accordinghg favailability of revolving credit loans
under the Credit Facility was $26.0 million at Asg29, 2009.

The Credit Facility contains certain restrictiveszenants, including restrictions on incurring aduigl indebtedness and limitations
certain types of investments, as well as requitiregmaintenance of certain financial covenants.ofAsugust 29, 2009, the most recent
measurement date, the Company was in compliantealliof the restrictive covenants under the CrEditility.

Auction Rate Securities

As of August 29, 2009, the Company had approxirga&b.4 million of short-term investments, whicmsisted solely of $19.3
million of auction rate securities (“ARS") at coltss a fair value adjustment of approximately $8ilion. The fair value of the ARS was
determined utilizing a discounted cash flow methaded on market rates and an estimated periothefttie ARS are expected to be held.

Substantially all of the Company’s ARS are collatized by student loans. As of August 29, 2009 aonity of its ARS had AAA
(Standard & Poor’s), Aaa (Moody'’s), or AAA (Fitch)edit ratings. As of August 29, 2009, the repaynté approximately 80% of the
student loans, which serve as collateral for th&ARId by the Company, was substantially backetthéynited States government. Until
February 2008, the ARS market was liquid and auostior ARS held by the Company did not fail. Howe\®eginning in February 2008,
auctions for the ARS held by the Company begamit@ahd have continued to fail up to and as ofdhe of this report.

Based on current market conditions, managemeraviithat it is likely that auctions related to @@mpany’s ARS will continue to
be unsuccessful for the near term. Unsuccesstiicens have limited the
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Company’s ability to access these funds. Managéemditipates the liquidity of the ARS will contiado be restricted until there is a
successful auction, such time as another markéh&ARS develops, the ARS are called by the issutirey are redeemed as described
below.

All of the ARS owned by the Company were purchabedugh UBS Financial Services, Inc., a subsidaryBS AG (“UBS”) and
are held, for the benefit of the Company, by UBSNovember 2008, the Company accepted a settleaffantfrom UBS to restore liquidity
to its clients who hold ARS. The settlement grahesCompany certain ARS rights. These ARS rightside the Company the ability to
redeem its ARS at par during a two-year time pebieginning June 30, 2010. During this time, thenfany may choose to continue to hold
some, or all, of its ARS and earn interest or sefhe, or all, of its ARS to UBS at par plus accriidrest. The ARS rights are not
transferable, tradable or marginable and will reotisted or quoted on any securities or exchangmprelectronic communications network.
The Company reclassified its ARS to short-termmtythe second quarter of fiscal 2010.

Upon acceptance of the settlement offer, the Comphassified its ARS as trading securities andtelcpursuant to SFAS No. 159,
“The Fair Value Option for Financial Assets anddfinial Liabilities” (“SFAS No. 159"), to record tHeRS rights at fair value on a recurring
basis utilizing significant unobservable inputsagtordance with SFAS No. 157, “Fair Value Measumsig“SFAS No. 1577).

The fair value of the ARS rights was estimatedaitiy the Black-Scholes option pricing model and tbrward contract method. As
of August 29, 2009, the fair value of the ARS rightas determined to be approximately $2.7 millind the ARS rights were recorded within
other current assets on the consolidated finastééments.

Prior to acceptance of the UBS settlement offer,Gompany classified its ARS as available-for-saleurities. As of August 30,
2008, the Company had approximately $18.5 milliblong-term investments consisting solely of $18illion of ARS, less a valuation
allowance of $1.0 million, which reflected managat'®estimate of fair value given the current lakiquidity of these investments while
taking into account the current credit quality loé inderlying securities.

Merchandise Sourcing

In fiscal 2009, the Company underwent a significanft in its sourcing structure by aligning itselith new key suppliers with
expertise along all of the Company’s merchandisegmaies. As a result of partnering with these newdors, the Company was able to
diversify country of production, improve paymentnts, increase flexibility and reduce risk. Priofiscal 2009, the Company directly
imported the majority of its goods as the declanegorter of record. The Company directly importggbroximately 7% of its total
merchandise purchases in the six month period eAdgdst 29, 2009, down from 70% for the six morghded August 30, 2008.
Substantially all of its remaining merchandise pases were made from U.S.-based companies whotigpods from overseas. This
reliance on sourcing from foreign countries mayseathhe Company to be exposed to certain riskstisaited below and as discussed in P
“ltem 1A. Risk Factors” in the Company’s Annual Repon Form 10-K for the year ended February 28920

Import restrictions, including tariffs and quotasd changes in such restrictions, could affectrttport of apparel and might result
increased costs, delays in merchandise receiptsrarediuced supplies of apparel available to them@any, and could therefore have an
adverse effect on the Company’s financial condjtresults of operations and liquidity. The Compamgerchandise flow could also be
adversely affected by political instability in aaf/the countries in which its merchandise is mactuifiged or by changes in the United States’
governmental policies toward such foreign countrigsaddition, merchandise receipts could be delajue to interruptions in air, ocean and
ground shipments.

The Company does not have long-term purchase canenis or arrangements with any of its supplieragemts. During the three
and six month periods ended August 29, 2009, twb@fCompany’s vendors each supplied the Compathygreater than 10% of its
merchandise inventory purchases. For the secoadeglof fiscal 2010, these two vendors suppliggt@dmately 26% and 17% of the
Company’s merchandise purchases, and for the sithhmperiod ended August 29, 2009, the two vendappléed approximately 26% and
15% of the Company’s merchandise purchases.

Although the Company has positive relationshipsiwhiese two vendors, there can be no assurancthésat relationships can be
maintained in the future or that the vendors walhtinue to supply merchandise to the Companyhdfd should be any significant disruption
in the supply of merchandise from these vendors,
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management believes that it will be able to shifidpiction to other suppliers so as to continuestuse the required volume of merchandise.
Nevertheless, it is possible that any significaatuption in supply could have a material advenspact on the Compa'’s financial position
or results of operations.

In the six months ended August 30, 2008, the Companchased approximately 42% of its merchandisgutih one buying agent
(the “Agent”). The Company and the Agent termidateeir sourcing arrangement effective as of the@rDecember 2008. As a result, the
Company did not purchase any merchandise throwgAgent in the first six months of fiscal 2010.

Quarterly Results and Seasonality

The Company’s quarterly results may fluctuate sigantly depending on a number of factors, inclgdgeneral economic
conditions, timing of promotional events and nearatopenings, adverse weather conditions, shifisartiming of certain holidays and
customer response to the Company’s seasonal meliskamix.

Inflation

As the operations of the Company are influenceddrneral economic conditions, the Company’s managebsieves that rising
prices, resulting particularly from higher gasolared food costs, had a negative effect on the Cagipaesults of operations during the first
and second quarters of fiscal 2009. Managemerst doebelieve that inflation had a material eff@etthe Company’s results of operations in
the third and fourth quarters of fiscal 2009 or fingt half of fiscal 2010.

Forward-Looking Statements

The Company, through its management, may make fdreaking statements reflecting the Compangurrent views with respect
future events and financial performance. Thesedaid-looking statements, which may be includecejports filed under the Securities
Exchange Act of 1934, as amended (the “Exchang®,Actpress releases and in other documents artdriats as well as in written or oral
statements made by or on behalf of the Companysudigct to certain risks and uncertainties, inicilgdhose discussed in Item 1A of the
Company’s Annual Report on Form 10-K for the fisgahr ended February 28, 2009, which could causmk@sults to differ materially
from historical results or those anticipated.

The words or phrases “will likely result,” “are eegied to,” “will continue,” “estimate,” “project,’believe,” “expect,” “anticipate,”
“forecast,” “plans to,” “intend,” “intends” and sitar expressions are intended to identify forwasdKing statements within the meaning of
Section 21e of the Exchange Act and Section 27thefSecurities Act of 1933, as amended, as enagtétk Private Securities Litigation
Reform Act of 1995 (“PSLRA”). In particular, theo@pany desires to take advantage of the protectibtiee PSLRA in connection with the

forward-looking statements made in this Quarteryp®&t on Form 10-Q.

Readers are cautioned not to place undue reliamtieese forwardeoking statements, which speak only as of the daté statements ¢
made. In addition, the Company wishes to adviadees that the factors listed in Iltem 1A of the @any’s Annual Report on Form 10-K for
the fiscal year ended February 28, 2009, as walttzex factors, could affect the Company’s perfarogand could cause the Company’s
actual results for future periods to differ matkyirom any opinions or statements expressed aboci future performance or results. The
Company undertakes no obligation to publicly updateevise any forward-looking statements, whetdsea result of new information, future
events or otherwise.

ITEM 3.
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The market risk inherent in the Company’s finanagiatruments and in its financial position représehe potential loss arising from
adverse changes in interest rates. The Compaestdts of operations could be negatively impacteddrreases in interest rates on its
investments, including its investments in ARS. aBesee
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Note 3 to the Consolidated Financial StatementsMiD&A for further information regarding the Compé’s investments in ARS.

The Company is potentially exposed to market nisknfchanges in interest rates relating to its Greal¢ility with Wells Fargo.
Loans under the Credit Facility bear interest atl¥Weargo’s prime rate, 3.25% as of August 29, 2088 0.25%, or the one, three, or six
month LIBOR rate, based on the length of time ttheaace is outstanding. However, the Company ha@waving credit loan borrowings
under the Credit Facility during the first six mbatof fiscal 2010 or fiscal 2009. Given its exigtliquidity position, the Company does not
expect to utilize the Credit Facility in the reaably foreseeable future other than to potentiadlg letters of credit to support the import of
merchandise.

The Company enters into certain purchase obligatiutside the United States, which are denomireteldsettled in U.S. dollars.
Therefore, the Company has only minimal exposurferteign currency exchange risks. The Company doésiedge against foreign curre
risks and believes that its foreign currency exdearisk is immaterial.

The Company does not have any derivative finamegfuments and does not hold any derivative fir@nostruments for trading
purposes.

ITEM 4.
CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedures.

Under the supervision and with the participationt®fChief Executive Officer and Chief Financialfioér, the Company’s
management has evaluated the effectiveness arghdefsihe Company’s disclosure controls and procesi(as such term is defined in
Rules 13a-15(e) and 15d-15(e) under the Exchanglea&of the end of the period covered by this refibe “Evaluation Date”) Based upol
that evaluation, the Company’s Chief Executive €ffiand Chief Financial Officer concluded thatphthe Evaluation Date, the Company’s
disclosure controls and procedures were effectiventure that information required to be discldsethe Company in the reports that it files
or submits under the Exchange Act is (i) recorgedcessed, summarized and reported within the pieniods specified in applicable
rules and forms, and (ii) accumulated and commueitto the Company’s management, including its fkecutive Officer and Chief
Financial Officer, to allow timely decisions regamgl required disclosure.

(b) Internal Control Over Financial Reporting.

There have not been any changes in the Compartgisial control over financial reporting (as suatmtés defined in Rules 1385(f) anc
15d-15(f) under the Exchange Act) during the thmemnths ended August 29, 2009 that have materiffiigted, or are reasonably likely to
materially affect, the Company’s internal contrekofinancial reporting.

PART Il - OTHER INFORMATION

ITEM 1.
LEGAL PROCEEDINGS

The Company is subject, from time to time, to vasielaims, lawsuits or actions that arise in thrdinary course of business.
Although the amount of any liability that couldseiwith respect to any current proceedings caimotr opinion, be accurately predicted,
any such liability is not expected to have a matatlverse impact on the Company’s financial pmsjtresults of operations or liquidity.
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ITEM 1A.
RISK FACTORS

The factors discussed in Part I, “Item 1A. RisktBeg’ in the Company’s Annual Report on Form 10eK the year ended
February 28, 2009 should be carefully consideratieys could materially affect the Company’s busimédmancial condition or future results.
There have been no material changes from theaiskofs disclosed in the Company’s Annual Repoffearm 10-K for the fiscal year ended
February 28, 2009.

ITEM 2.
UNREGISTERED SALES OF EQUITY
SECURITIES AND USE OF PROCEEDS

None.
ITEM 3.
DEFAULTS UPON
SENIOR SECURITIES
None.

ITEM 4.
SUBMISSION OF MATTERS TO
A VOTE OF SECURITY HOLDERS

The Company held its annual meeting of stockholdarduly 29, 2009, in Minneapolis, Minnesota. Tampany solicited proxies
and filed a definitive proxy statement with the tédi States Securities and Exchange Commission girso Regulation 14A. Holders of
33,954,525 shares of the Company’s common stock messent in person, or by proxy, representing®b.6f the Company’s 35,519,237
shares of common stock entitled to vote on thertedate. The matters voted upon and the votesatéisé meeting were as follows:

Item 1. Election of two Class lll Directors (for a termtbfee years expiring in 2012):

Vote
Director For Withheld
Mark A. Cohn 27,200,141 6,754,384
James J. Fuld, J 27,043,86¢ 6,910,65¢

Other individuals whose term of office as Direatontinued after the Company’s annual meeting insduldarry C. Barenbaum,
Martin L. Bassett, Robert Ezrilov, Anne L. Jonesj &orna E. Nagler.

Item 2. Proposal to Approve the Christopher & Banks Corpora2009 Qualified Annual Incentive Plan:

Vote

Broker
For Against Abstain Non-Vote

33,360,19¢ 574,504 19,827 —
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Item 3. Ratification of the selection of Pricewaterhousefs LLP as the Company’s Independent Registerbtic?Accounting Firm for
the fiscal year ending February 27, 2010:

Vote
Broker
For Against Abstain Non-Vote
33,427,96¢ 509,367 17,192 —
Item 4. Consideration of a stockholder proposal requeghiagithe Board of Directors take the necessarysdtegeclassify the Board of
Directors:
Vote
Broker
For Against Abstain Non-Vote
26,327,681 5,738,471 62,403 1,825,964
ITEM 5.
OTHER INFORMATION
None.
ITEM 6.
EXHIBITS
10.1 Christopher & Banks Corporation 2009 Qualified Aahlncentive Plan (incorporated herein by referetocExhibit 10.1 to
Current Report on Forrmr-K filed on August 4, 2008
31.1* Certification of Chief Executive Officer pursuantRule 13a-14(a), as adopted pursuant to SectidroBthe Sarbanes-Oxley
Act of 2002
31.2* Certification of Chief Financial Officer pursuant Rule 13a-14(a), as adopted pursuant to SectidroBthe Sarbanes-Oxley
Act of 2002
32.1* Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoadéttion 906 of the
Sarbane-Oxley Act of 2002
32.2* Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoa®éttion 906 of the

Sarbane-Oxley Act of 200z

* Filed with this report.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed on its
behalf by the undersigned thereunto duly authorized

CHRISTOPHER & BANKS CORPORATION

Dated: October 8, 2009 By /S/ LORNA E. NAGLER

Lorna E. Nagle
President and Chief Executive Offic
(Principal Executive Officer

Dated: October 8, 2009 By /S/ RODNEY CARTEFR

Rodney Carte

Executive Vice Presider
Chief Financial Office!
(Principal Financial Officer
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CHRISTOPHER & BANKS CORPORATION
QUARTERLY REPORT ON FORM 10-Q

INDEX TO EXHIBITS

Exhibit No. Description

10.1 Christopher & Banks Corporation 2009 Qualified Aahlncentive Plan (incorporated herein by refereicExhibit 10.1 to
Current Report on Form-K filed on August 4, 200¢

31.1* Certification of Chief Executive Officer pursuantRule 13a-14(a), as adopted pursuant to SectidroBthe Sarbanes-Oxley
Act of 2002

31.2* Certification of Chief Financial Officer pursuant Rule 13a-14(a), as adopted pursuant to SectidroBthe Sarbanes-Oxley
Act of 2002

32.1% Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoa®éttion 906 of the
Sarbane-Oxley Act of 200z

32.2* Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoaéttion 906 of the

Sarbane-Oxley Act of 200z

* Filed with this report.

33




Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lorna E. Nagler, certify that:

1.

2.

| have reviewed this quarterly report on Form 10f@hristopher & Banks Corporation;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigatisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures, as
defined in Exchange Act Rules 13a-15(e) and 15&)13nd internal control over financial reportiag,defined in Exchange Act
Rules 13a-15(f) and 15d-15(f), for the registramd have:

(a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgritie period in which this report is being prepared

(b) Designed such internal control over financial réipgr;, or caused such internal control over finah@gorting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions about
the effectiveness of the disclosure controls adguatures, as of the end of the period coveredibydport based on such evaluati
and

(d) Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiotexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and material weaknessethe design or operation of internal contraéofinancial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

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

Date: October 8, 20C

/sl Lorna E. Nagle
Lorna E. Nagle
President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Rodney Carter, certify that:

1.

2.

| have reviewed this quarterly report on Form 10f@hristopher & Banks Corporation;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigatisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures, as
defined in Exchange Act Rules 13a-15(e) and 15&)13nd internal control over financial reportiag,defined in Exchange Act
Rules 13a-15(f) and 15d-15(f), for the registramd have:

(a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgritie period in which this report is being prepared

(b) Designed such internal control over financial réipgr;, or caused such internal control over finah@gorting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions about
the effectiveness of the disclosure controls adguatures, as of the end of the period coveredibydport based on such evaluati
and

(d) Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiotexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and material weaknessethe design or operation of internal contraéofinancial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

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

Date: October 8, 20C

/s/ Rodney Carte
Rodney Carte
Executive Vice President,
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Lorna E. Nagler, Chief Executive Officer of Cétopher & Banks Corporation (the “Company”) certiyrsuant to 18 U.S.C.
81350, as adopted pursuant to Section 906 of tHeaBas-Oxley Act of 2002, that:

1. The quarterly report of the Company on FornQLfdr the period ended August 29, 2009 as filedhwhie United States Securities
and Exchange Commission (the “Report”) fully coraplivith the requirements of Section 13(a) or 16{dhe Securities Exchange Act of
1934, as amended; and

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

Date: October 8, 20C

By: /s/ Lorna E. Nagle
Lorna E. Nagler
President and Chief Executive Officer




Exhibit 32.2

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Rodney Carter, Executive Vice President, ChieBRcial Officer of Christopher & Banks Corporatifthe “Company”) certify,
pursuant to 18 U.S.C. 81350, as adopted pursu&@edtion 906 of the Sarbanes-Oxley Act of 2002; tha

1. The quarterly report of the Company on FornQLfdr the period ended August 29, 2009 as filedhhie United States Securities

and Exchange Commission (the “Report”) fully coraplivith the requirements of Section 13(a) or 16{dhe Securities Exchange Act of
1934, as amended; and

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

Date: October 8, 20C

By: /s/ Rodney Carte
Rodney Carter
Executive Vice President,
Chief Financial Officer




