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Estimated construction costs, including landlord charge backs and tenant allowances.

The Company generally seeks sites of 4,250 to 5,000 square feet for its stores. The projected cost of opening a store is
approximately $0.9 million, including construction costs of approximately $0.7 million (prior to any construction
allowance received) and inventory costs of approximately $0.2 million, net of accounts payable.

The Company anticipates opening approximately 20 new stores during fiscal 2010 and completing approximately 25
remodels. Remodels range from partial to full, with construction costs for a full remodel being comparable to those of
a new store. Of the stores scheduled for remodeling during fiscal 2010, it is estimated that all stores will receive full
remodeling. The Company anticipates capital spending of approximately $65 to $70 million during fiscal 2010 for
new store construction, store remodeling, technology updates, completion of the Company’s new distribution center,
and other improvements at the corporate headquarters.

The Company plans to expand in 2010 by opening stores in existing markets. The Company believes that, given the
time required for training personnel, staffing a store, and developing adequate district and regional managers, its
current management infrastructure is sufficient to support its currently planned rate of growth.

The Company's ability to expand in the future will depend, in part, on general business conditions, the ability to find
suitable malls with acceptable sites on satisfactory terms, the availability of financing, and the readiness of trained
store managers. There can be no assurance that the Company's expansion plans will be fulfilled in whole or in part, or
that leases under negotiation for planned new sites will be obtained on terms favorable to the Company.

Management Information Systems

The Company's management information systems (MIS) and electronic data processing systems (EDP) consist of a
full range of retail, financial, and merchandising systems, including purchasing, inventory distribution and control,
sales reporting, accounts payable, and merchandise management.
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The system includes PC based point-of-sale (POS) registers in each store. These registers are polled nightly by the
central computer (IBM iSeries) using a virtual private network for collection of comprehensive data, including
complete item-level sales information, employee time clocking, merchandise transfers and receipts, special orders,
supply orders, and returns-to-vendor. In conjunction with the nightly polling, the central computer sends the PC
server messages from various departments at the Company headquarters and price changes for the price lookup (“PLU”)
file maintained within the POS registers.

Each weekday morning, the Company initiates an electronic "sweep" of the individual store bank accounts to the
Company's primary concentration account. This allows the Company to meet its obligations with a minimum of
borrowing and invest cash on a timely basis.

Management monitors the performance of each of its stores on a continual basis. Daily information is used to evaluate
inventory, determine markdowns, analyze profitability, and assist management in the scheduling and compensation of
employees.

The PLU system allows management to control merchandise pricing centrally, permitting faster and more accurate
processing of sales at the store and the monitoring of specific inventory items to confirm that centralized pricing
decisions are carried out in each of the stores. Management is able to direct all price changes, including promotional,
clearance, and markdowns on a central basis and estimate the financial impact of such changes.

The virtual private network for communication with the stores also supports the Company’s intranet site. The intranet
allows stores to view various types of information from the corporate office. Stores also have access to a variety of
tools such as a product search with pictures, product availability, special order functions, printable forms, links to
transmit various requests and information to the corporate office, training videos, email, and information/guidelines
from each of the departments at the corporate office. The Company’s network is also structured so that it can support
additional functionality such as digital video monitoring and digital music content programming at each store location.

The Company is committed to the ongoing review of its MIS and EDP systems to maintain productive, timely
information and effective controls. This review includes testing of new products and systems to assure that the
Company is aware of technological developments. Most important, continual feedback is sought from every level of
the Company to assure that information provided is pertinent to all aspects of the Company's operations. During fiscal
2010, the company anticipates the replacement of its current point-of-sale software and hardware upon completion of
successful store testing.

Employees

As of January 30, 2010, the Company had approximately 7,000 employees - approximately 1,955 of whom were
full-time. The Company has an experienced management team and substantially all of the management team, from
store managers through senior management, began work for the Company on the sales floor. The Company
experiences high turnover of store and distribution center employees, primarily due to the number of part-time
employees. However, the Company has not experienced significant difficulty in hiring qualified personnel. Of the
total employees, approximately 560 are employed at the corporate headquarters and in the distribution center. None of
the Company's employees are represented by a union. Management believes that employee relations are good.

The Company provides medical, dental, life insurance, and long-term disability plans, as well as a 401(k) and a
section 125 cafeteria plan for eligible employees. An employee must be at least 20 years of age and work a minimum
of 1,000 hours during the plan year to be eligible for the 401(k) plan. To be eligible for the plans, other than the
401(k) Plan, an employee must have worked for the Company for 98 days or more, and his or her normal workweek
must be 35 hours or more. As of January 30, 2010, 1,595 employees participated in the medical plan, 1,599 in the
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dental plan, 1,955 in the life insurance plan, 425 in the supplemental life insurance plan, 1,263 in the long-term
disability plan, and 1,161 in the cafeteria plan. With respect to the medical, dental, and life insurance plans, the
Company pays 80% to 100% of the employee's expected premium cost plus 20% to 100% of the expected cost of
dependent coverage under the health plan. The exact percentage is based upon the employee's term of employment
and job classification within the Company. In addition, all employees receive discounts on Company merchandise.
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Competition

The men's and women's apparel industries are highly competitive with fashion, selection, quality, price, location, store
environment, and service being the principal competitive factors. While the Company believes it is able to compete
favorably with other merchandisers, including department stores and specialty retailers, with respect to each of these
factors, the Company believes it competes mainly on the basis of customer service and merchandise selection.

In the men's merchandise area, the Company competes primarily with specialty retailers such as Abercrombie & Fitch,
American Eagle Outfitters, Aeropostale, Hollister, Gap, Pacific Sunwear, and Metropark. The men's market also
competes with certain department stores, such as Dillards, Macy’s, Bon-Ton stores, Nordstrom, and other local or
regional department stores and specialty retailers, as well as with mail order and internet retailers.

In the women's merchandise area, the Company competes primarily with specialty retailers such as Abercrombie &
Fitch, American Eagle Outfitters, Express, Aeropostale, Hollister, Gap, Maurices, Pacific Sunwear, Wet Seal, Forever
21, Vanity, and Metropark. The women's market also competes with department stores, such as Dillards, Macy’s,
Bon-Ton stores, Nordstrom, and certain local or regional department stores and specialty retailers, as well as with mail
order and internet retailers.

Many of the Company's competitors are considerably larger and have substantially greater financial, marketing, and
other resources than the Company, and there is no assurance that the Company will be able to compete successfully
with them in the future. Furthermore, while the Company believes it competes effectively for favorable site locations
and lease terms, competition for prime locations within a mall is intense.

Trademarks

"BUCKLE”, “RECLAIM”, “BKE”, and "THE BUCKLE" are federally registered trademarks of the Company. The
Company believes the strength of its trademarks is of considerable value to its business, and its trademarks are
important to its marketing efforts. The Company intends to protect and promote its trademarks as management deems
appropriate.

Executive Officers of the Company

The Executive Officers of the Company are listed below, together with brief accounts of their experience and certain
other information.

Daniel J. Hirschfeld, age 68. Mr. Hirschfeld is Chairman of the Board of the Company. He has served as Chairman of
the Board since April 19, 1991. Prior to that time, Mr. Hirschfeld served as President and Chief Executive Officer. Mr.
Hirschfeld has been involved in all aspects of the Company's business, including the development of the Company's
management information systems.

Dennis H. Nelson, age 60. Mr. Nelson is President and Chief Executive Officer and a Director of the Company. He
has held the titles of President and Director since April 19, 1991. Mr. Nelson was elected Chief Executive Officer on
March 17, 1997. Mr. Nelson began his career with the Company in 1970 as a part-time salesman while he was
attending Kearney State College (now the University of Nebraska - Kearney). While attending college, he became
involved in merchandising and sales supervision for the Company. Upon graduation from college in 1973, Mr. Nelson
became a full-time employee of the Company and he has worked in all phases of the Company's operations since that
date. Prior to his election as President and Chief Operating Officer on April 19, 1991, Mr. Nelson performed all of the
functions normally associated with those positions.
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Karen B. Rhoads, age 51. Ms. Rhoads is the Vice President of Finance, Treasurer, Chief Financial Officer, and a
Director of the Company. Ms. Rhoads was elected a Director on April 19, 1991. She worked in the corporate offices
while attending Kearney State College (now the University of Nebraska - Kearney) and later worked part-time on the
sales floor. Ms. Rhoads practiced as a CPA for 6 1/2 years, during which time she began working on tax and
accounting matters for the Company as a client. She has been employed with Buckle since November 1987.
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Brett P. Milkie, age 50. Mr. Milkie is Vice President of Leasing. He was elected Vice President of Leasing on May 30,
1996. Mr. Milkie was a leasing agent for a national retail mall developer for 6 years prior to joining the Company in
January 1992 as Director of Leasing.

Kari G. Smith, age 46. Ms. Smith is Vice President of Sales. She has held this position since May 31, 2001. Ms. Smith
joined the Company on May 16, 1978 as a part-time salesperson. Later she became store manager in Great Bend,
Kansas and then began working with other stores as an area manager. Ms. Smith has continued to develop her
involvement with the sales management team, helping with manager meetings and the development of new store
managers, as well as providing support for store managers, area managers, and district managers.

Patricia K. Whisler, age 53. Ms. Whisler is Vice President of Women’s Merchandising. She has held this position since
May 31, 2001. Ms. Whisler joined the Company in February 1976 as a part-time salesperson and later became
manager of a Buckle store before returning to the corporate office in 1983 to work as part of the growing
merchandising team.

Kyle L. Hanson, age 45. Ms. Hanson is the Corporate Secretary and General Counsel. She has held this position since
February 2001. Ms. Hanson joined the Company in May 1998 as General Counsel. She also worked for the Company
as a part-time salesperson while attending Kearney State College (now the University of Nebraska - Kearney). Ms.
Hanson was previously First Vice President and Trial Attorney for Mutual of Omaha Companies for 2 years and an
attorney with the Kutak Rock law firm in Omaha from 1990 to 1996.

Robert M. Carlberg, age 47. Mr. Carlberg is Vice President of Men’s Merchandising. He has held this position since
December 11, 2006. Mr. Carlberg started with the Company as a salesperson and also worked as a store manager and
as an area and district leader while being involved and traveling with the men’s merchandising team. He has been
full-time with the merchandising team since January 2001.

ITEM 1A – RISK FACTORS

Cautionary Statement Pursuant to the Private Securities Litigation Reform Act of 1995 and Risk Factors

Certain statements herein, including anticipated store openings, trends in or expectations regarding The Buckle, Inc.’s
revenue and net earnings growth, comparable store sales growth, cash flow requirements, and capital expenditures, all
constitute “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.
Such statements are based on currently available operating, financial, and competitive information and are subject to
various risks and uncertainties. Actual future results and trends may differ materially depending on a variety of
factors, including, but not limited to, changes in product mix, changes in fashion trends and/or pricing, competitive
factors, general economic conditions, economic conditions in the retail apparel industry, successful execution of
internal performance and expansion plans, and other risks detailed herein and in The Buckle, Inc.’s other filings with
the Securities and Exchange Commission.

A forward-looking statement is neither a prediction nor a guarantee of future events or circumstances, and those future
events or circumstances may not occur. Users should not place undue reliance on the forward-looking statements,
which are accurate only as of the date of this report. The Company is under no obligation to update or revise any
forward-looking statements, whether as a result of new information, future events, or otherwise. In management’s
judgment, the following are material risk factors:

Dependence on Merchandising/Fashion Sensitivity. The Company’s success is largely dependent upon its ability to
gauge the fashion tastes of its customers and to provide merchandise that satisfies customer demand in a timely
manner. The Company’s failure to anticipate, identify, or react appropriately and timely to the changes in fashion
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trends would reduce the Company’s net sales and profitability. Misjudgments or unanticipated fashion changes could
have a negative impact on the Company’s image with its customers, which would also reduce the Company’s net sales
and profitability.
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Dependence on Private Label Merchandise. Sales from private label merchandise accounted for approximately 29% of
net sales for fiscal 2009 and 28% of net sales for fiscal 2008. The Company may increase or decrease the percentage
of net sales from private label merchandise in the future. The Company’s private label products generally earn a higher
margin than branded products. Thus, reductions in the private label mix would decrease the Company’s merchandise
margins and, as a result, reduce net earnings.

Fluctuations in Comparable Store Net Sales Results. The Company’s comparable store net sales results have fluctuated
in the past and are expected to continue to fluctuate in the future. A variety of factors affect comparable store sales
results, including changes in fashion trends, changes in the Company’s merchandise mix, calendar shifts of holiday
periods, actions by competitors, weather conditions, and general economic conditions. As a result of these or other
factors, the Company’s future comparable store sales could decrease, reducing overall net sales and profitability.

Ability to Continue Expansion and Management of Growth. The Buckle, Inc.’s continued growth depends on its ability
to open and operate stores on a profitable basis and management’s ability to manage planned expansion. During fiscal
2010, the Company plans to open 20 new stores. This expansion is dependent upon factors such as the ability to locate
and obtain favorable store sites, negotiate acceptable lease terms, obtain necessary merchandise, and hire and train
qualified management and other employees. There may be factors outside of the Company’s control that affect the
ability to expand, including general economic conditions. There is no assurance that the Company will be able to
achieve its planned expansion or that such expansion will be profitable. If the Company fails to manage its store
growth, there would be less growth in the Company’s net sales from new stores and less growth in profitability. If the
Company opens unprofitable store locations, there could be a reduction in net earnings, even with the resulting growth
in the Company’s net sales.

Reliance on Key Personnel. The continued success of The Buckle, Inc. is dependent to a significant degree on the
continued service of key personnel, including senior management. The loss of a member of senior management could
create additional expense in covering their position as well as cause a reduction in net sales, thus reducing net
earnings. The Company’s success in the future will also be dependent upon the Company’s ability to attract and retain
qualified personnel. The Company’s failure to attract and retain qualified personnel could reduce the number of new
stores the Company could open in a year which would cause net sales to decline, could create additional operating
expenses, and could reduce overall profitability for the Company.

Dependence on a Single Distribution Facility and Third-Party Carriers. The distribution function for all of the
Company’s stores is handled from a single facility in Kearney, Nebraska. Any significant interruption in the operation
of the distribution facility due to natural disasters, system failures, or other unforeseen causes would impede the
distribution of merchandise to the stores, causing a decline in store inventory, a reduction in store sales, and a
reduction in Company profitability. Interruptions in service by common carriers could also delay shipment of goods to
Company store locations. Additionally, there can be no assurance that the current facilities will be adequate to support
the Company’s future growth.

Reliance on Foreign Sources of Production. The Company purchases a portion of its private label merchandise
through sourcing agents in foreign markets. In addition, some of the Company’s domestic vendors manufacture goods
overseas. The Company does not have any long-term merchandise supply contracts and its imports are subject to
existing or potential duties, tariffs, and quotas. The Company faces a variety of risks associated with doing business
overseas including competition for facilities and quotas, political instability, possible new legislation relating to
imports that could limit the quantity of merchandise that may be imported, imposition of duties, taxes, and other
charges on imports, and local business practice and political issues which may result in adverse publicity. The
Company’s inability to rely on foreign sources of production due to these or other causes could reduce the amount of
inventory the Company is able to purchase, hold up the timing on the receipt of new merchandise, and reduce
merchandise margins if comparable inventory is purchased from branded sources. Any or all of these changes would
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cause a decrease in the Company’s net sales and net earnings.
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Dependence upon Maintaining Sales and Profit Growth in the Highly Competitive Retail Apparel Industry. The
specialty retail industry is highly competitive. The Company competes primarily on the basis of fashion, selection,
quality, price, location, service, and store environment. The Company faces a variety of competitive challenges,
including:

•      anticipating and responding timely to changing customer demands and preferences;
• effectively marketing both branded and private label merchandise to consumers in several diverse market

segments and maintaining favorable brand recognition;
• providing unique, high-quality merchandise in styles, colors, and sizes that appeal to consumers;

•      sourcing merchandise efficiently;
•      competitively pricing merchandise and creating customer perception of value;

• monitoring increased labor costs, including increases in health care benefits and worker’s compensation costs.

There is no assurance that the Company will be able to compete successfully in the future.

Reliance on Consumer Spending Trends. The continued success of the Company depends, in part, upon numerous
factors that impact the levels of individual disposable income and thus, consumer spending. Factors include the
political environment, economic conditions, employment, consumer debt, interest rates, inflation, and consumer
confidence. A decline in consumer spending, for any reason, could have an adverse effect on the Company’s net sales,
gross profits, and results from operations.

Modifications and/or Upgrades to Information Technology Systems May Disrupt Operations. The Company relies
upon its various information systems to manage its operations and regularly evaluates its information technology in
order for management to identify investment opportunities for maintaining, modifying, upgrading, or replacing these
systems. There are inherent risks associated with replacing or changing these systems. Any delays, errors in capturing
data, or difficulties in transitioning to these or other new systems, or in integrating these systems with the Company’s
current systems, or any other disruptions affecting the Company’s information systems, could have a material adverse
impact on the Company’s business.

Market/Liquidity Risk Related to the Company’s Investments. In prior years, the Company invested a portion of its
investments in auction-rate securities (“ARS”), including five auction-rate preferred securities (“ARPS”) that were
converted to preferred stock. As of January 30, 2010 and January 31, 2009, $22.8 million and $30.9 million,
respectively, of investments were in ARS and preferred securities. ARS have a long-term stated maturity, but are reset
through a “dutch auction” process that occurs every 7 to 49 days, depending on the terms of the individual security.
Since February 2008, a significant number of auctions related to these securities failed, meaning that there was not
enough demand to sell the entire issue at auction. The failed auctions have limited the liquidity of the Company’s
investments in ARS, and the Company believes that certain of the underlying issuers of its ARS are currently at risk.
Further auction failures could have a material impact on Company’s earnings; however, the Company does not believe
further auction failures would have a material impact on its ability to fund its business.

The Company reviews impairments in accordance with FASB ASC 320, Investments-Debt and Equity Securities, to
determine the classification of potential impairments as either “temporary” or “other-than-temporary.”  A temporary
impairment results in an unrealized loss being recorded in other comprehensive income. An impairment that is
considered other-than-temporary would be recognized as a loss in the statements of income. The Company considers
various factors in reviewing impairments, including the length of time and extent to which the fair value has been less
than the Company’s cost basis, the financial condition and near-term prospects of the issuer, and the Company’s intent
and ability to hold the investments for a period of time sufficient to allow for any anticipated recovery in market
value. The Company believes it has the ability and maintains its intent to hold its investments until recovery of market
value occurs.
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The Company’s investments in ARS and preferred securities are reported at fair market value, and as of January 30,
2010, the reported investment amount is net of a $1.3 million temporary impairment and a $2.7 million
other-than-temporary impairment (“OTTI”) to account for the impairment of certain securities from their stated par
value. The Company reported the $1.3 million temporary impairment, net of tax, as an “accumulated other
comprehensive loss” of $0.8 million in stockholders’ equity as of January 30, 2010. The Company has accounted for the
impairment as temporary, as it currently expects to be able to successfully liquidate its investments without loss once
the ARS market resumes normal operations. The Company reviews all investments for OTTI at least quarterly or as
indicators of impairment exist. Indicators of impairment include the duration and severity of the decline in market
value. In addition, the Company considers qualitative factors including, but not limited to, the financial condition of
the investee, the credit rating of the investee, and the current and expected market and industry conditions in which the
investee operates. Given current market conditions in the ARS market, the Company may incur additional temporary
impairment or OTTI in the future if market conditions persist and the Company is unable to recover the cost of its
investments in ARS.

Interest Rate Risk. To the extent that the Company borrows under its line of credit facility, the Company would be
exposed to market risk related to changes in interest rates. As of January 30, 2010, no borrowings were outstanding
under the line of credit facility. The Company is not a party to any derivative financial instruments. Additionally, the
Company is exposed to market risk related to interest rate risk on the cash and investments in interest-bearing
securities. These investments have carrying values that are subject to interest rate changes that could impact earnings
to the extent that the Company did not hold the investments to maturity. If there are changes in interest rates, those
changes would also affect the investment income the Company earns on its cash and investments. For each
one-quarter percent decline in the interest/dividend rate earned on cash and investments (approximately a 50% change
in the rate earned), the Company’s net income would decrease approximately $0.4 million or less than $0.01 per share.
This amount could vary based upon the number of shares of the Company’s stock outstanding and the level of cash and
investments held by the Company.

The company cautions that the risk factors described above could cause actual results to vary materially from those
anticipated in any forward-looking statements made by or on behalf of the Company. Management cannot assess the
impact of each factor on the Company’s business or the extent to which any factor, or combination of factors, may
cause actual results to vary from those contained in forward-looking statements.

ITEM 1B – UNRESOLVED STAFF COMMENTS

None.
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ITEM 2 - PROPERTIES

All of the store locations operated by the Company are leased facilities. Most of the Company's stores have lease
terms of approximately ten years and generally do not contain renewal options. In the past, the Company has not
experienced problems renewing its leases, although no assurance can be given that the Company can renew existing
leases on favorable terms. The Company seeks to negotiate extensions on leases for stores undergoing remodeling to
provide terms of approximately ten years after completion of remodeling. Consent of the landlord generally is
required to remodel or change the name under which the Company does business. The Company has not experienced
problems in obtaining such consent in the past. Most leases provide for a fixed minimum rental cost plus an additional
rental cost based upon a set percentage of sales beyond a specified breakpoint, plus common area and other charges.
The current terms of the Company's leases, including automatic renewal options, expiring on or before January 31st of
each year is as follows:

Year
Number of expiring

leases
2011 71
2012 54
2013 38
2014 41
2015 28
2016 25
2017 27
2018 and later 123
Total 407

The corporate headquarters and distribution center for the Company are located within a facility purchased by the
Company in 1988, which is located in Kearney, Nebraska. The building currently provides approximately 261,200
square feet of space, which includes approximately 82,200 square feet related to the Company’s 2005 addition. The
Company also owns a 40,000 square foot building with warehouse and office space near the corporate headquarters.
This building houses the Company’s screenprinting operations. The Company acquired the lease, with favorable terms,
on the land the building is built upon. The lease is currently in the second of ten five-year renewal options, which
expires on October 31, 2011. The Company is also in the process of building a new distribution center in Kearney,
Nebraska. The Company broke ground on a new 240,000 square foot distribution center in September 2009 and is
targeting a completion date of July 2010, at which at which point the new distribution center will replace the
Company’s current distribution center.

ITEM 3 - LEGAL PROCEEDINGS

From time to time, the Company is involved in litigation relating to claims arising out of its operations in the normal
course of business. As of the date of this form, the Company was not engaged in legal proceedings that are expected,
individually or in the aggregate, to have a material effect on the Company.

ITEM 4 - RESERVED
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PART II

ITEM 5 - MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED SHAREHOLDER MATTERS, AND
ISSUER PURCHASES OF EQUITY SECURITIES

The Company’s common stock trades on the New York Stock Exchange under the symbol BKE. Prior to the
Company’s initial public offering on May 6, 1992, there was no public market for the Company’s common stock.

Dividend Payments

During fiscal 2007, cash dividends were $0.1333 per share in the first and second quarters and $0.1667 per share in
the third and fourth quarters. During fiscal 2008, cash dividends were $0.1667 per share in the first and second
quarters and $0.20 per share in the third and fourth quarters. In addition, the Company paid a special one-time cash
dividend of $2.00 per share in the third quarter of fiscal 2008. During fiscal 2009, cash dividends were $0.20 per share
in each of the four quarters. The Company also paid a special one-time cash dividend of $1.80 per share in the third
quarter of fiscal 2009. Dividend amounts prior to the Company's 3-for-2 stock split with distribution date of October
30, 2008 have been adjusted to reflect the impact of the stock split. The Company plans to continue its quarterly
dividends during fiscal 2010.

Issuer Purchases of Equity Securities

The following table sets forth information concerning purchases made by the Company of its common stock for each
of the months in the fiscal quarter ended January 30, 2010:

Total
Number 
of Shares 
Purchased

Average 
Price Paid 
Per Share

Total Number of 
Shares Purchased 
as Part of Publicly 
Announced Plans

Approximate 
Number of Shares Yet To

Be Purchased Under 
Publicly Announced Plans

Nov. 1, 2009 to Nov. 28, 2009 - - - 799,300
Nov. 29, 2009 to Jan. 2, 2010 - - - 799,300
Jan. 3, 2010 to Jan. 30, 2010 - - - 799,300

- - -

The Board of Directors authorized a 1,000,000 share repurchase plan on November 20, 2008. The Company has
799,300 shares remaining to complete this authorization.
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Stock Price Performance Graph

The graph below compares the cumulative total return on common shares of the Company for the last five fiscal years
with the cumulative total return on the Russell 2000 Stock Index and a peer group of Retail Trade Stocks:

Total Return
Analysis

1/29/2005 1/28/2006 2/3/2007 2/2/2008 1/31/2009 1/30/2010

The Buckle , Inc. 100.00 125.24 192.80 244.39 205.93 320.94
Peer Group 100.00 100.07 119.19 104.04 48.98 90.65
Russell 2000 Index 100.00 118.90 131.29 118.46 74.81 107.05

In addition to the Company, the Peer Group included in the above performance graph includes the following retail
company stocks: AEO, ANF, ANN, ARO, CBK, GPS, LTD, PSUN, and WTSLA.

The following table lists the Company’s quarterly market range for fiscal years 2009, 2008, and 2007, as reported by
the New York Stock Exchange, and has been adjusted to reflect the 3-for-2 stock split, effected in the form of a stock
dividend, on October 30, 2008:

Fiscal Years Ended
January 30, 2010 January 31, 2009 February 2, 2008

Quarter High Low High Low High Low

First $ 38.30 $ 20.54 $ 33.67 $ 24.72 $ 24.91 $ 21.63
Second 39.09 28.75 35.98 29.03 27.63 22.71
Third 37.49 25.52 44.57 21.08 29.14 21.46
Fourth 33.72 26.39 27.20 13.57 28.90 20.03

The number of record holders of the Company’s common stock as of March 26, 2010 was 401. Based upon
information from the principal market makers, the Company believes there are approximately 8,100 beneficial
owners. The closing price of the Company’s common stock on March 26, 2010 was $36.89.

Additional information required by this item appears in the Notes to Financial Statements under Footnote J
"Stock-Based Compensation" on pages 46 to 48 of this report and is incorporated by reference.
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ITEM 6 - SELECTED FINANCIAL DATA
SELECTED FINANCIAL DATA

(Amounts in Thousands Except Share, Per Share Amounts, and Selected Operating Data)
Fiscal Years Ended

January 30, January 31, February 2, February 3, January 28,
2010 2009 2008 2007 (d) 2006

Income Statement Data
Net sales $ 898,287 $ 792,046 $ 619,888 $ 530,074 $ 501,101
Cost of sales (including buying,
distribution, and occupancy costs) 497,668 448,558 365,350 322,760 307,063
Gross profit 400,619 343,488 254,538 207,314 194,038
Selling expenses 168,741 151,251 118,699 107,592 100,148
General and administrative
expenses 32,416 30,041 26,212 20,701 17,568
Income from operations 199,462 162,196 109,627 79,021 76,322
Other income, net 3,674 7,829 9,183 9,032 6,123
Gain (loss) - impairment of
securities 991 (5,157) - - -
Income before income taxes 204,127 164,868 118,810 88,053 82,445
Provision for income taxes 76,824 60,459 43,563 32,327 30,539
Net income $ 127,303 $ 104,409 $ 75,247 $ 55,726 $ 51,906
Basic earnings per share $ 2.79 $ 2.30 $ 1.69 $ 1.29 $ 1.17
Diluted earnings per share $ 2.73 $ 2.24 $ 1.63 $ 1.24 $ 1.13
Dividends declared per share (a) $ 2.60 $ 2.73 $ 0.60 $ 1.71 $ 0.27

Selected Operating Data
Stores open at end of period 401 387 368 350 338
Average sales per square foot $ 428 $ 401 $ 335 $ 302 $ 298
Average sales per store (000's) $ 2,129 $ 1,995 $ 1,668 $ 1,493 $ 1,474
Comparable store sales change (b) 7.8% 20.6% 13.2% 0.0% 1.4%
Balance Sheet Data (c)
Working capital $ 172,779 $ 197,539 $ 184,395 $ 189,017 $ 193,428
Long-term investments $ 72,770 $ 56,213 $ 81,201 $ 31,958 $ 41,654
Total assets $ 488,903 $ 465,340 $ 450,657 $ 368,198 $ 374,266
Long-term debt $ - $ - $ - $ - $ -
Stockholders' equity $ 354,259 $ 337,222 $ 338,320 $ 286,587 $ 299,793
(a) During fiscal 2005, cash dividends were $0.0533 per share in the first quarter, $0.0667 per share in the second
quarter, and $0.0756 per share in the third and fourth quarters. During fiscal 2006, cash dividends were $0.0756 per
share in the first and second quarters, $0.0889 per share in the third quarter, and $0.1333 per share in the fourth
quarter. In addition, the Company paid a special one-time cash dividend of $1.3333 per share in the fourth quarter of
fiscal 2006. During fiscal 2007, cash dividends were $0.1333 per share in the first and second quarters and $0.1667
per share in the third and fourth quarters. During fiscal 2008, cash dividends were $0.1667 per share in the first and
second quarters and $0.20 per share in the third and fourth quarters. In addition, the Company paid a special one-time
cash dividend of $2.00 per share in the third quarter of fiscal 2008. During fiscal 2009, cash dividends were $0.20 per
share in each of the four quarters. The Company also paid a special one-time cash dividend of $1.80 per share in the
third quarter of fiscal 2009. Dividend amounts prior to the Company's 3-for-2 stock split with distribution date of
January 12, 2007 and 3-for-2 stock split with distribution date of October 30, 2008, have been adjusted to reflect the
impact of these stock splits.
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(b) Stores are deemed to be comparable stores if they were open in the prior year on the first day of the fiscal period
presented. Stores which have been remodeled, expanded, and/or relocated, but would otherwise be included as
comparable stores, are not excluded from the comparable store sales calculation. Online sales are excluded from
comparable store sales.
(c)  At the end of the period.
(d)  Consists of 53 weeks.
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ITEM 7 - MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion should be read in conjunction with the financial statements and notes thereto of the
Company included in this Form 10-K. The following is management’s discussion and analysis of certain significant
factors which have affected the Company’s financial condition and results of operations during the periods included in
the accompanying financial statements included in this Form 10-K.

EXECUTIVE OVERVIEW

Company management considers the following items to be key performance indicators in evaluating Company
performance.

Comparable Store Sales – Stores are deemed to be comparable stores if they were open in the prior year on the first day
of the fiscal period being presented. Stores which have been remodeled, expanded, and/or relocated, but would
otherwise be included as comparable stores, are not excluded from the comparable store sales calculation. Online sales
are excluded from comparable store sales. Management considers comparable store sales to be an important indicator
of current Company performance, helping leverage certain fixed costs when results are positive. Negative comparable
store sales results could reduce net sales and have a negative impact on operating leverage, thus reducing net earnings.

Net Merchandise Margins – Management evaluates the components of merchandise margin including initial markup
and the amount of markdowns during a period. Any inability to obtain acceptable levels of initial markups or any
significant increase in the Company’s use of markdowns could have an adverse effect on the Company’s gross margin
and results of operations.

Operating Margin – Operating margin is a good indicator for management of the Company’s success. Operating margin
can be positively or negatively affected by comparable store sales, merchandise margins, occupancy costs, and the
Company’s ability to control operating costs.

Cash Flow and Liquidity (working capital) - Management reviews current cash and short-term investments along with
cash flow from operating, investing, and financing activities to determine the Company’s short-term cash needs for
operations and expansion. The Company believes that existing cash, short-term investments, and cash flow from
operations will be sufficient to fund current and long-term anticipated capital expenditures and working capital
requirements for the next several years.
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RESULTS OF OPERATIONS

The following table sets forth certain financial data expressed as a percentage of net sales and the percentage change
in the dollar amount of such items compared to the prior period:

Percentage of Net Sales Percentage Increase
For Fiscal Years Ended (Decrease)

January 30,
2010

January 31,
2009

February 2,
2008

Fiscal Year
2008 to 2009

Fiscal Year
2007 to 2008

Net sales 100.0% 100.0% 100.0% 13.4% 27.8%

Cost of sales (including buying,
distribution, and occupancy costs) 55.4% 56.6% 58.9% 10.9% 22.8%
Gross profit 44.6% 43.4% 41.1% 16.6% 34.9%
Selling expenses 18.8% 19.1% 19.1% 11.6% 27.4%
General and administrative expenses 3.6% 3.8% 4.2% 7.9% 14.6%
Income from operations 22.2% 20.5% 17.7% 23.0% 48.0%
Other income, net 0.4% 1.0% 1.5% (53.1%) (14.7%)
Gain (loss) - impairment of securities 0.1% (0.7%) - (119.2%) -
Income before income taxes 22.7% 20.8% 19.2% 23.8% 38.8%
Provision for income taxes 8.5% 7.6% 7.0% 27.1% 38.8%
Net income 14.2% 13.2% 12.1% 21.9% 38.8%

Fiscal 2009 Compared to Fiscal 2008

Net sales for the 52-week fiscal year ended January 30, 2010, increased 13.4 percent to $898.3 million from net sales
of $792.0 million for the 52-week fiscal year ended January 31, 2009. Comparable store net sales for the fiscal year
increased by $56.9 million, or 7.8%, in comparison to the 52-week year ended January 31, 2009. The comparable
store sales increase was primarily due to a 3.9% increase in the average retail price of merchandise sold during the
year, to a 2.0% increase in the average number of units sold per transaction, and to a 1.3% increase in the number of
transactions at comparable stores during the year. Sales growth for the fiscal year was also attributable to the inclusion
of a full year of operating results for the 21 new stores opened during fiscal 2008, to the opening of 20 new stores
during fiscal 2009, and to growth in online sales. Online sales for the year (which are not included in comparable store
sales) increased 45.2% to $52.3 million. Average sales per square foot for fiscal 2009 increased 6.8% from $401 to
$428. Total square footage as of January 30, 2010 was 2.017 million.

The Company’s average retail price per piece of merchandise sold increased $1.69, or 3.9%, during fiscal 2009
compared to fiscal 2008. This $1.69 increase was primarily attributable to the following changes (with their
corresponding effect on the overall average price per piece): an 8.5% increase in average denim price points ($1.52), a
9.5% increase in average footwear price points ($0.18), and an 8.5% increase in average active apparel price points
($0.15). These increases were partially offset by the impact of a shift in the merchandise mix (-$0.10) and by reduced
price points in certain other categories (-$0.06). These changes are primarily a reflection of merchandise shifts in
terms of brands and product styles, fabrics, details, and finishes.

Gross profit after buying, distribution, and occupancy costs increased $57.1 million in fiscal 2009 to $400.6 million, a
16.6% increase. As a percentage of net sales, gross profit increased from 43.4% in fiscal 2008 to 44.6% in fiscal 2009.
The increase was attributable to a 1.0% improvement, as a percentage of net sales, in actual merchandise margins;
which was achieved through reduced markdowns and strong sell through of new product during the year that was
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partially offset by an increase in Primo Card redemptions. The increase was also attributable to a 0.10% reduction, as
a percentage of net sales, in expense related to the incentive bonus accrual and a 0.10% reduction related to leveraged
buying, distribution, and occupancy costs. Merchandise shrinkage was flat at 0.50% of net sales for both fiscal 2009
and fiscal 2008.
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Selling expenses increased from $151.3 million in fiscal 2008 to $168.7 million in fiscal 2009, an 11.6% increase.
Selling expenses as a percentage of net sales decreased from 19.1% in fiscal 2008 to 18.8% in fiscal 2009. The
reduction was primarily attributable to a 0.25% reduction, as a percentage of net sales, in expense related to the
incentive bonus accrual, to a 0.15% reduction in store payroll expense, and to a 0.10% reduction related to the
leveraging of certain other selling expenses. These reductions were partially offset by an increase in internet related
fulfillment and marketing expenses (0.20%, as a percentage of net sales).

General and administrative expenses increased from $30.0 million in fiscal 2008 to $32.4 million in fiscal 2009, a
7.9% increase. As a percentage of net sales, general and administrative expenses decreased from 3.8% in fiscal 2008
to 3.6% in fiscal 2009. General and administrative expenses for fiscal 2008 are reported net of a $3.0 million gain
from the involuntary conversion of one of the Company’s corporate aircrafts to a monetary asset upon receipt of $11.5
million in insurance proceeds. The aircraft was destroyed by a tornado that hit the airport in Kearney, Nebraska on
May 29, 2008. Excluding the $3.0 million gain recognized during the second quarter of the fiscal year, general and
administrative expenses were 4.2% of net sales in fiscal 2008 compared to 3.6% in fiscal 2009. The reduction was
primarily attributable to a 0.30% reduction, as a percentage of net sales, in expense related to the incentive bonus
accrual and to a 0.30% reduction related to the leveraging of certain other general and administrative expenses.

As a result of the above changes, the Company’s income from operations increased $37.3 million to $199.5 million for
fiscal 2009, a 23.0% increase compared to fiscal 2008. Income from operations was 22.2% as a percentage of net sales
in fiscal 2009 compared to 20.5% as a percentage of net sales in fiscal 2008. Excluding the $3.0 million gain on the
involuntary disposal of a corporate aircraft, income from operations in fiscal 2008 was 20.1% as a percentage of net
sales.

Other income decreased from $7.8 million in fiscal 2008 to $3.7 million in fiscal 2009, a 53.1% decrease. The
decrease in other income is due to a reduction in income earned on the Company’s cash and investments, as a result of
lower interest rates.

Income tax expense as a percentage of pre-tax income was 36.7% in fiscal 2008 and 37.6% in fiscal 2009, bringing
net income to $127.3 million in fiscal 2009 versus $104.4 million in fiscal 2008, an increase of 21.9%. The effective
income tax rate increased for fiscal 2009 due to less income generated from tax-exempt investments.

Fiscal 2008 Compared to Fiscal 2007

Net sales for the 52-week fiscal year ended January 31, 2009, increased 27.8 percent to $792.0 million from net sales
of $619.9 million for the 52-week fiscal year ended February 2, 2008. Comparable store net sales for the fiscal year
increased by $119.1 million, or 20.6%, in comparison to the 52-week year ended February 2, 2008. The comparable
store sales increase was primarily due to an increase in the number of transactions at comparable stores during the
year, in addition to a 5.0% increase in the average retail price of merchandise sold during the year and a 2.5% increase
in the average number of units sold per transaction. Sales growth for the fiscal year was also attributable to the
inclusion of a full year of operating results for the 20 new stores opened during fiscal 2007, to the opening of 21 new
stores during fiscal 2008, and to growth in online sales. Average sales per square foot for fiscal 2008 increased 19.7%
from $335 to $401. Total square footage as of January 31, 2009 was 1.928 million.

The Company’s average retail price per piece of merchandise sold increased $2.06, or 5.0%, during fiscal 2008
compared to fiscal 2007. This $2.06 increase was primarily attributable to the following changes (with their
corresponding effect on the overall average price per piece): an 11.3% increase in average knit shirt price points
($1.35), a 7.1% increase in average denim price points ($1.19), a 12.7% increase in average woven shirt price points
($0.29), a 4.3% increase in average accessory price points ($0.14), a 12.3% increase in average sweater price points
($0.12), and increased average price points in certain other categories ($0.10). These increases were partially offset by
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the impact of a shift in the merchandise mix (-$1.13). These changes are primarily a reflection of merchandise shifts in
terms of brands and product styles, fabrics, details, and finishes.
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Gross profit after buying, distribution, and occupancy costs increased $88.9 million in fiscal 2008 to $343.5 million, a
34.9% increase. As a percentage of net sales, gross profit increased from 41.1% in fiscal 2007 to 43.4% in fiscal 2008.
The increase was primarily due to a 0.50% improvement, as a percentage of net sales, in actual merchandise margins,
which was achieved through an increase in regular-price selling during the period that was partially offset by an
increase in Primo Card redemptions and a slight reduction, as a percentage of net sales, in private label merchandise
sales. The increase was also attributable to a 1.90% reduction, as a percentage of net sales, related to leveraged
buying, distribution, and occupancy costs. These improvements were partially offset by an increase in expense related
to the incentive bonus accrual (0.10%, as a percentage of net sales). Merchandise shrinkage was flat at 0.50% of net
sales for both fiscal 2008 and fiscal 2007.

Selling expenses increased from $118.7 million in fiscal 2007 to $151.3 million in fiscal 2008, a 27.4% increase.
Selling expenses as a percentage of net sales was 19.1% in both fiscal 2007 and fiscal 2008. Increases driven primarily
by an increase in expense related to the incentive bonus accrual (0.60%, as a percentage of net sales), an increase in
internet related fulfillment and marketing expenses (0.15%, as a percentage of net sales), and investments made during
the fourth quarter related to certain store fixtures and supplies (0.20%, as a percentage of net sales) were offset by a
0.65% reduction, as a percentage of net sales, in store payroll expense and a 0.30% reduction related the leveraging of
certain other selling expenses.

General and administrative expenses increased from $26.2 million in fiscal 2007 to $30.0 million in fiscal 2008, a
14.6% increase. As a percentage of net sales, general and administrative expenses decreased from 4.2% in fiscal 2007
to 3.8% in fiscal 2008. General and administrative expenses for fiscal 2008 are reported net of a $3.0 million gain
from the involuntary conversion of one of the Company’s corporate aircrafts to a monetary asset upon receipt of $11.5
million in insurance proceeds. The aircraft was destroyed by a tornado that hit the airport in Kearney, Nebraska on
May 29, 2008. Excluding the $3.0 million gain recognized during the second quarter of the fiscal year, general and
administrative expenses were 4.2% of net sales in both fiscal 2007 and fiscal 2008. An increase in expense related to
the incentive bonus accrual (0.20%, as a percentage of net sales) was offset by a 0.20% reduction, as a percentage of
net sales, related to the leveraging of certain other general and administrative expenses

As a result of the above changes, the Company’s income from operations increased $52.6 million to $162.2 million for
fiscal 2008, a 48.0% increase compared to fiscal 2007. Income from operations was 20.5% as a percentage of net sales
in fiscal 2008 compared to 17.7% as a percentage of net sales in fiscal 2007.

Other income decreased from $9.2 million in fiscal 2007 to $7.8 million in fiscal 2008, a 14.7% decrease. The
decrease in other income is due to a reduction in income earned on the Company’s cash and investments, as a result of
lower interest rates.

Additionally, as referenced in Note B to the financial statements, the Company recorded a total of $5.2 million in
unrealized losses during fiscal 2008 resulting from the other-than-temporary impairment of certain of its investments
in auction-rate securities. The other-than-temporary impairment has been recorded as a separate component in the
statement of income for the fiscal year ended January 31, 2009.

Income tax expense as a percentage of pre-tax income was 36.7% in both fiscal 2007 and fiscal 2008, bringing net
income to $104.4 million in fiscal 2008 versus $75.2 million in fiscal 2007, an increase of 38.8%.

LIQUIDITY AND CAPITAL RESOURCES

As of January 30, 2010, the Company had working capital of $172.8 million, including $135.3 million of cash and
cash equivalents and $22.7 million of short-term investments. The Company’s cash receipts are generated from retail
sales and from investment income, and the Company's primary ongoing cash requirements are for inventory, payroll,
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occupancy costs, dividend payments, new store expansion, remodeling, and other capital expenditures. Historically,
the Company’s primary source of working capital has been cash flow from operations. During fiscal 2009, 2008, and
2007 the Company's cash flow from operations was $158.0 million, $143.7 million, and $121.1 million, respectively.
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The Company has available an unsecured line of credit of $17.5 million with Wells Fargo Bank, N.A. for operating
needs and letters of credit. The line of credit provides that outstanding letters of credit cannot exceed $10.0 million.
Borrowings under the line of credit provide for interest to be paid at a rate equal to the prime rate established by the
Bank. The Company has, from time to time, borrowed against these lines of credit. There were no borrowings during
fiscal 2009, 2008, and 2007. The Company had no bank borrowings as of January 30, 2010 and was in compliance
with the terms and conditions of the line of credit agreement. During fiscal 2009, the Company extended this line of
credit agreement through July 31, 2012.

Dividend payments – During fiscal 2009, the Company paid total cash dividends of $120.3 million as follows:  $0.20
per share in each of the four quarters and a special one-time cash dividend of $1.80 per share in the third quarter.
During fiscal 2008, cash dividends totaled $126.7 million as follows:  $0.1667 per share in the first and second
quarters, $0.20 per share in the third and fourth quarters, and a special one-time cash dividend of $2.00 per share in
the third quarter. During fiscal 2007, cash dividends totaled $27.0 million as follows:  $0.1333 per share in the first
and second quarters and $0.1667 per share in the third and fourth quarters. Dividend amounts prior to the Company's
3-for-2 stock split with distribution date of October 30, 2008, have been adjusted to reflect the impact of this stock
split. The Company plans to continue its quarterly dividends in fiscal 2010.

Stock repurchase plan - During fiscal 2009, the Company did not repurchase any shares of its common stock. The
Company did, however, use cash for repurchasing shares of its common stock during fiscal 2008 and 2007. The
Company purchased 557,100 shares in fiscal 2008 at a cost of $9.4 million and 963,750 shares in fiscal 2007 at a cost
of $21.6 million. For fiscal 2007, the number of shares purchased prior to the Company's 3-for-2 stock split in October
2008, have been adjusted to reflect the impact of this stock split. The Board of Directors authorized a new 1,000,000
share repurchase plan on November 20, 2008, of which 799,300 shares remained available for repurchase as of
January 30, 2010.

During fiscal 2009, 2008, and 2007, the Company invested $35.1 million, $28.6 million, and $25.2 million,
respectively, in new store construction, store renovation, and store technology upgrades. The Company spent $15.5
million, $3.6 million, and $2.3 million in fiscal 2009, 2008, and 2007, respectively, in capital expenditures for the
corporate headquarters and distribution facility. The Company also spent $15.2 million during fiscal 2008 to purchase
a new corporate aircraft as a replacement for the aircraft that was destroyed by a tornado. The capital spending for the
corporate headquarters and distribution center during fiscal 2009 included $5.5 million invested in the expansion of
the Company’s online fulfillment infrastructure within its current warehouse and distribution center in Kearney,
Nebraska. The newly expanded online fulfillment center went live in June 2009 and the expansion approximately
doubled the size of the previous infrastructure. Fiscal 2009 capital spending for the corporate headquarters also
included payments made as work progressed on the Company’s new distribution center currently under construction in
Kearney, Nebraska.

During fiscal 2010, the Company anticipates completing approximately 45 store construction projects, including
approximately 20 new stores and approximately 25 stores to be remodeled and/or relocated. As of March 2010, leases
for 21 new stores have been signed and no new leases are under negotiation; however, exact new store openings,
remodels, and relocations may vary from those anticipated. The average cost of opening a new store during fiscal
2009 was approximately $0.9 million, including construction costs of approximately $0.7 million and inventory costs
of approximately $0.2 million, net of payables. Management estimates that total capital expenditures during fiscal
2010 will be approximately $65 to $70 million, which includes planned new store and store remodeling projects, the
planned replacement of the Company’s current point-of-sale software and hardware, and the completion of the
Company’s new distribution center. The Company believes that existing cash and cash equivalents, investments, and
cash flow from operations will be sufficient to fund current and long-term anticipated capital expenditures and
working capital requirements for the next several years. The Company has had a consistent record of generating
positive cash flows each year and, as of January 30, 2010, had total cash and investments of $230.8 million. The
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Company does not currently have plans for any merger or acquisition, and has fairly consistent plans for new store
expansion and remodels. Based upon past results and current plans, management does not anticipate any large swings
in the Company’s need for cash in the upcoming years.
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Future conditions, however, may reduce the availability of funds based upon factors such as a decrease in demand for
the Company’s product, change in product mix, competitive factors, and general economic conditions as well as other
risks and uncertainties which would reduce the Company’s sales, net profitability, and cash flows. Also, the Company’s
acceleration in store openings and/or remodels, or entering into a merger, acquisition, or other financial related
transaction could reduce the amount of cash available for further capital expenditures and working capital
requirements.

Auction-Rate Securities - As of January 30, 2010, total cash and investments included $22.8 million of auction-rate
securities (“ARS”) and $0 of preferred securities, which compares to $30.3 million of ARS and $0.6 million of preferred
securities as of January 31, 2009. Of the $22.8 million in ARS and preferred securities as of January 30, 2010, $1.3
million has been included in short-term investments, due to known or anticipated subsequent redemptions at par value
plus accrued interest, and $21.5 million has been included in long-term investments. ARS have a long-term stated
maturity, but are reset through a “dutch auction” process that occurs every 7 to 49 days, depending on the terms of the
individual security. During February 2008, a significant number of auctions related to these securities failed, meaning
that there was not enough demand to sell the entire issue at auction. The failed auctions have limited the current
liquidity of the Company’s investments in ARS and the Company has reason to believe that certain of the underlying
issuers of its ARS are currently at risk. The Company does not anticipate, however, that further auction failures will
have a material impact on the Company’s ability to fund its business.

ARS and preferred securities are reported at fair market value, and as of January 30, 2010, the reported investment
amount is net of a $1.3 million temporary impairment and a $2.7 million other-than-temporary impairment (“OTTI”) to
account for the impairment of certain securities from their stated par value. The Company reported the $1.3 million
temporary impairment, net of tax, as an “accumulated other comprehensive loss” of $0.8 million in stockholders’ equity
as of January 30, 2010. The Company has accounted for the impairment as temporary, as it currently expects to be
able to successfully liquidate its investments without loss once the ARS market resumes normal operations. During
fiscal 2009, the Company was able to successfully liquidate $5.3 million of its investments in ARS at par value. The
Company also liquidated investments in preferred securities that were valued at $2.2 million ($5.4 million at par
value) as of January 31, 2009 for $3.9 million, and recorded a gain of $1.7 million in the statement of income for the
fiscal year ended January 30, 2010.

The Company reviews all investments for OTTI at least quarterly or as indicators of impairment exist and added $0.7
million to OTTI during the fourth quarter of fiscal 2009. The value and liquidity of ARS held by the Company may be
affected by continued auction-rate failures, the credit quality of each security, the amount and timing of interest
payments, the amount and timing of future principal payments, and the probability of full repayment of the principal.
Additional indicators of impairment include the duration and severity of the decline in market value. The interest rates
on these investments will be determined by the terms of each individual ARS. The material risks associated with the
ARS held by the Company include those stated above as well as the current economic environment, downgrading of
credit ratings on investments held, and the volatility of the entities backing each of the issues. In addition, the
Company considers qualitative factors including, but not limited to, the financial condition of the investee, the credit
rating of the investee, and the current and expected market and industry conditions in which the investee operates. The
Company believes it has the ability and intent to hold these investments until recovery of market value occurs.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management’s Discussion and Analysis of Financial Condition and Results of Operations are based upon The Buckle,
Inc.’s financial statements, which have been prepared in accordance with accounting principles generally accepted in
the United States of America. The preparation of these financial statements requires that management make estimates
and judgments that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities at the financial statement date, and the reported amounts of sales and expenses during the reporting period.
The Company regularly evaluates its estimates, including those related to inventory, investments, incentive bonuses,
and income taxes. Management bases its estimates on past experience and on various other factors that are thought to
be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions. Management believes that the estimates and judgments used in
preparing these financial statements were the most appropriate at that time. Presented below are those critical
accounting policies that management believes require subjective and/or complex judgments that could potentially
affect reported results of operations.

1. Revenue Recognition. Retail store sales are recorded upon the purchase of merchandise by customers. Online
sales are recorded when merchandise is delivered to the customer, with the time of delivery being based on
estimated shipping time from the Company’s distribution center to the customer. Shipping fees charged to
customers are included in revenue and shipping costs are included in selling expenses. The Company
accounts for layaway sales in accordance with FASB ASC 605, Revenue Recognition, recognizing revenue
from sales made under its layaway program upon delivery of the merchandise to the customer. Revenue is
not recorded when gift cards and gift certificates are sold, but rather when a card or certificate is redeemed
for merchandise. A current liability for unredeemed gift cards and certificates is recorded at the time the card
or certificate is purchased. The amounts of the gift certificate and gift card liabilities are determined using the
outstanding balances from the prior three and four years of issuance, respectively. The liability recorded for
unredeemed gift certificates and gift cards was $13.5 million and $10.1 million as of January 30, 2010 and
January 31, 2009, respectively. The Company records breakage as other income when the probability of
redemption, which is based on historical redemption patterns, is remote. Breakage reported for the fiscal
years ended January 30, 2010, January 31, 2009, and February 2, 2008 was $0.4 million, $0.4 million, and
$0.0 million, respectively.

The Company establishes a liability for estimated merchandise returns based upon the historical average sales return
percentage. Customer returns could potentially exceed the historical average, thus reducing future net sales results and
potentially reducing future net earnings. The accrued liability for reserve for sales returns was $0.6 million and $0.5
million at January 30, 2010 and January 31, 2009, respectively.

2.Inventory. Inventory is valued at the lower of cost or market. Cost is determined using an average cost method that
approximates the first-in, first-out (FIFO) method. Management makes adjustments to inventory and cost of goods
sold, based upon estimates, to reserve for merchandise obsolescence and markdowns that could affect market value,
based on assumptions using calculations applied to current inventory levels within each of four different markdown
levels. Management also reviews the levels of inventory in each markdown group and the overall aging of the
inventory versus the estimated future demand for such product and the current market conditions. Such judgments
could vary significantly from actual results, either favorably or unfavorably, due to fluctuations in future economic
conditions, industry trends, consumer demand, and the competitive retail environment. Such changes in market
conditions could negatively impact the sale of markdown inventory, causing further markdowns or inventory
obsolescence, resulting in increased cost of goods sold from write-offs and reducing the Company’s net earnings.
The liability recorded as a reserve for markdowns and/or obsolescence was $5.8 million and $6.2 million as of
January 30, 2010 and January 31, 2009, respectively. The Company is not aware of any events, conditions, or

Edgar Filing: ORRSTOWN FINANCIAL SERVICES INC - Form DEFA14A

33



changes in demand or price that would indicate that its inventory valuation may not be materially accurate at this
time.
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3.Income Taxes. The Company records a deferred tax asset and liability for expected future tax consequences
resulting from temporary differences between financial reporting and tax bases of assets and liabilities. The
Company considers future taxable income and ongoing tax planning in assessing the value of its deferred tax assets.
If the Company determines that it is more than likely that these assets will not be realized, the Company would
reduce the value of these assets to their expected realizable value, thereby decreasing net income. Estimating the
value of these assets is based upon the Company’s judgment. If the Company subsequently determined that the
deferred tax assets, which had been written down, would be realized in the future, such value would be increased.
Adjustment would be made to increase net income in the period such determination was made.

4.Operating Leases. The Company leases retail stores under operating leases. Most lease agreements contain tenant
improvement allowances, rent holidays, rent escalation clauses, and/or contingent rent provisions. For purposes of
recognizing lease incentives and minimum rental expenses on a straight-line basis over the terms of the leases, the
Company uses the date of initial possession to begin amortization, which is generally when the Company enters the
space and begins to make improvements in preparation of intended use. For tenant improvement allowances and
rent holidays, the Company records a deferred rent liability on the balance sheets and amortizes the deferred rent
over the terms of the leases as reductions to rent expense on the statements of income.

For scheduled rent escalation clauses during the lease terms or for rental payments commencing at a date other than
the date of initial occupancy, the Company records minimum rental expenses on a straight-line basis over the terms of
the leases on the statements of income. Certain leases provide for contingent rents, which are determined as a
percentage of gross sales in excess of specified levels. The Company records a contingent rent liability on the balance
sheets and the corresponding rent expense when specified levels have been achieved or are reasonably probable to be
achieved.

5.Investments. As more fully described in Liquidity and Capital Resources on pages 22 to 24 and in Note B to the
financial statements on pages 39 to 41, in prior years the Company invested a portion of its investments in
auction-rate securities (“ARS”) and preferred securities. These investments are classified as available-for-sale
securities and are reported at fair market values of $22.8 million and $30.9 million as of January 30, 2010 and
January 31, 2009, respectively.

The Company reviews impairment in accordance with FASB ASC 320, Investments-Debt and Equity Securities, to
determine the classification of potential impairments as either temporary or other-than-temporary. A temporary
impairment results in an unrealized loss being recorded in other comprehensive income. An impairment that is
considered other-than-temporary would be recognized in net income. The Company considers various factors in
reviewing impairment, including the duration and severity of the decline in market value. In addition, the Company
considers qualitative factors including, but not limited to, the financial condition of the investee, the credit rating of
the investee, the current and expected market and industry conditions in which the investee operates, and the
Company’s intent and ability to hold the investments for a period of time sufficient to allow for any anticipated
recovery in market value. The Company believes it has the ability and maintains its intent to hold these investments
until recovery of market value occurs.

The Company determined the fair value of ARS using Level 1 inputs for known or anticipated subsequent
redemptions at par value, Level 2 inputs using observable inputs, and Level 3 using unobservable inputs, where the
following criteria were considered in estimating fair value:

• Pricing was provided by the custodian of ARS;
• Pricing was provided by a third-party broker for ARS;

• Sales of similar securities;
• Quoted prices for similar securities in active markets;
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• Quoted prices for publicly traded preferred securities;
•Quoted prices for similar assets in markets that are not active - including markets where there are few transactions

for the asset, the prices are not current, or price quotations vary substantially either over time or among market
makers, or in which little information is released publicly;

• Pricing was provided by a third-part valuation consultant (using Level 3 inputs).
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In addition, the Company considers other factors including, but not limited to, the financial condition of the investee,
the credit rating, insurance, guarantees, collateral, cash flows, and the current and expected market and industry
conditions in which the investee operates. Management believes it has used information that was reasonably
obtainable in order to complete its valuation process and determine if the Company’s investments in ARS had incurred
any temporary and/or other-than-temporary impairment as of January 30, 2010.

OFF-BALANCE SHEET ARRANGEMENTS, CONTRACTUAL OBLIGATIONS, AND COMMERCIAL
COMMITMENTS

As referenced in the tables below, the Company has contractual obligations and commercial commitments that may
affect the financial condition of the Company. Based on management’s review of the terms and conditions of its
contractual obligations and commercial commitments, there is no known trend, demand, commitment, event, or
uncertainty that is reasonably likely to occur which would have a material effect on the Company’s financial condition,
results of operations, or cash flows.

In addition, the commercial obligations and commitments made by the Company are customary transactions, which
are similar to those of other comparable retail companies. The operating lease obligations shown in the table below
represent future cash payments to landlords required to fulfill the Company’s minimum rent requirements. Such
amounts are actual cash requirements by year and are not reported net of any tenant improvement allowances received
from landlords.

The following tables identify the material obligations and commitments as of January 30, 2010:

Payments Due by Period
Contractual Obligations

(dollar amounts in thousands) Total
Less than 1

year 1-3 years 4-5 years After 5 years
Long-term debt $ - $ - $ - $ - $ -
Purchase obligations $ 20,014 $ 20,014 $ - $ - $ -
Deferred compensation $ 5,957 $ - $ - $ - $ 5,957
Operating leases $ 303,956 $ 49,006 $ 83,119 $ 67,236 $ 104,595
Total contractual obligations $ 329,927 $ 69,020 $ 83,119 $ 67,236 $ 110,552

Amount of Commitment Expiration by Period

Other Commercial Commitments
(dollar amounts in thousands)

Total
Amounts

Committed
Less than

1 year 1-3 years 4-5 years After 5 years
Lines of credit $ - $ - $ - $ - $ -
Total commercial commitments $ - $ - $ - $ - $ -

The Company has available an unsecured line of credit of $17.5 million, of which $10.0 million is available for letters
of credit, which is excluded from the preceding table. Certain merchandise purchase orders require that the Company
open letters of credit. When the Company takes possession of the merchandise, it releases payment on the letters of
credit. The amounts of outstanding letters of credit reported reflect the open letters of credit on merchandise ordered,
but not yet received or funded. The Company believes it has sufficient credit available to open letters of credit for
merchandise purchases. There were no bank borrowings during fiscal 2009, 2008, and 2007. The Company had
outstanding letters of credit totaling $0.6 million and $1.1 million at January 30, 2010 and January 31, 2009,
respectively. The Company has no other off-balance sheet arrangements.
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SEASONALITY AND INFLATION

The Company's business is seasonal, with the holiday season (from approximately November 15 to December 30) and
the back-to-school season (from approximately July 15 to September 1) historically contributing the greatest volume
of net sales. For fiscal years 2009, 2008, and 2007, the holiday and back-to-school seasons accounted for
approximately 35%, 37%, and 38%, respectively, of the Company's fiscal year net sales. Although the operations of
the Company are influenced by general economic conditions, the Company does not believe that inflation has had a
material effect on the results of operations during the past three fiscal years. Quarterly results may vary significantly
depending on a variety of factors including the timing and amount of sales and costs associated with the opening of
new stores, the timing and level of markdowns, the timing of store closings, the remodeling of existing stores,
competitive factors, and general economic conditions.

RELATED PARTY TRANSACTIONS

Included in other assets is a note receivable of $1.0 million at both January 30, 2010 and January 31, 2009, from a life
insurance trust fund controlled by the Company’s Chairman. The note was created over three years, beginning in July
1994, when the Company paid life insurance premiums of $0.2 million each year for the Chairman on a personal
policy. The note accrues interest at 5% of the principal balance per year and is to be paid from the life insurance
proceeds. The note is secured by a life insurance policy on the Chairman.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

Effective February 3, 2008, the Company adopted the provisions of FASB ASC 820, Fair Value Measurements and
Disclosures. FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and expands
disclosures about fair value measurements. The provisions of FASB ASC 820 apply to all financial instruments that
are being measured and reported on a fair value basis. In addition, FASB ASC 820-10-15-1A delayed the effective
date of FASB ASC 820 to fiscal years beginning after November 15, 2008, and interim periods within those fiscal
years, for all non-financial assets and liabilities, except those that are recognized or disclosed at fair value in the
financial statements on a recurring basis. The adoption of FASB ASC 820 during fiscal 2008 for all financial
instruments and the adoption during fiscal 2009 for all non-financial assets and liabilities did not have any impact on
the Company’s financial position or results of operations.

Effective February 3, 2008, the Company adopted the provisions of FASB ASC 825, Financial Instruments. FASB
ASC 825 provides an option for companies to report selected financial assets and liabilities at fair value. Although the
Company adopted the provisions of FASB ASC 825 effective February 3, 2008, it did not elect the fair value option
for any financial instruments or other items held by the Company. Therefore, the adoption of FASB ASC 825 did not
have any impact on the Company’s financial position or results of operations.

In May 2009, FASB issued FASB ASC 855, Subsequent Events. This guidance requires management to evaluate
subsequent events through the date the financial statements are issued, or are available to be issued, and requires
companies to disclose the date through which such subsequent events have been evaluated. FASB ASC 855 was
effective for financial statements issued for interim or annual reporting periods ending after June 15, 2009. In
February 2010, FASB issued Accounting Standards Update 2010-09 which removed the requirement for SEC filers to
disclose the date through which subsequent events have been evaluated. The adoption of FASB ASC 855 did not have
any impact on the Company’s financial position or results of operations.

In June 2009, FASB issued FASB ASC 105, Generally Accepted Accounting Principles, which establishes the FASB
Accounting Standards Codification (“ASC”) as the single source of GAAP recognized by FASB to be applied by
nongovernmental entities. Rules and interpretive releases of the Securities and Exchange Commission (“SEC”) under
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authority of federal securities laws are also sources of authoritative GAAP for SEC registrants. On the effective date
of FASB ASC 105, the codification superseded all then-existing non-SEC accounting and reporting standards. All
other non-grandfathered, non-SEC accounting literature not included in the codification became non-authoritative.
FASB ASC 105 was effective for financial statements issued for interim or annual reporting periods ending after
September 15, 2009. Therefore, the Company adopted the provisions of FASB ASC 105 on August 2, 2009. The
adoption of FASB ASC 105 did not have any impact on the Company’s financial position or results of operations.
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FORWARD-LOOKING STATEMENTS

Information in this report, other than historical information, may be considered to be forward-looking statements
within the meaning of the Private Securities Litigation Reform Act of 1995 (the “1995 Act”). Such statements are made
in good faith by the Company pursuant to the safe-harbor provisions of the 1995 Act. In connection with these
safe-harbor provisions, this management’s discussion and analysis contains certain forward-looking statements, which
reflect management’s current views and estimates of future economic conditions, Company performance, and financial
results. The statements are based on many assumptions and factors that could cause future results to differ materially.
Such factors include, but are not limited to, changes in product mix, changes in fashion trends, competitive factors,
and general economic conditions, economic conditions in the retail apparel industry, as well as other risks and
uncertainties inherent in the Company’s business and the retail industry in general. Any changes in these factors could
result in significantly different results for the Company. The Company further cautions that the forward-looking
information contained herein is not exhaustive or exclusive. The Company does not undertake to update any
forward-looking statements, which may be made from time to time by or on behalf of the Company.

ITEM 7A – QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk - To the extent that the Company borrows under its line of credit facility, the Company would be
exposed to market risk related to changes in interest rates. As of January 30, 2010, no borrowings were outstanding
under the line of credit facility. The Company is not a party to any derivative financial instruments. Additionally, the
Company is exposed to market risk related to interest rate risk on the cash and investments in interest-bearing
securities. These investments have carrying values that are subject to interest rate changes that could impact earnings
to the extent that the Company did not hold the investments to maturity. If there are changes in interest rates, those
changes would also affect the investment income the Company earns on its cash and investments. For each
one-quarter percent decline in the interest/dividend rate earned on cash and investments (approximately a 50% change
in the rate earned), the Company’s net income would decrease approximately $0.4 million or less than $0.01 per share.
This amount could vary based upon the number of shares of the Company’s stock outstanding and the level of cash and
investments held by the Company.

Other Market Risk – At January 30, 2010, the Company held $26.8 million, at par value, of investments in auction-rate
securities (“ARS”) and preferred stock. The Company concluded that a $1.3 million temporary impairment and $2.7
million other-than-temporary impairment (“OTTI”) existed related to these securities as of January 30, 2010. Given
current market conditions in the ARS and capital markets, the Company may incur additional temporary or
other-than-temporary impairment in the future if market conditions persist and the Company is unable to recover the
cost of its investments in ARS.
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ITEM 8 - FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
The Buckle, Inc.
Kearney, Nebraska

We have audited the accompanying balance sheets of The Buckle, Inc. (the “Company”) as of January 30, 2010 and
January 31, 2009, and the related statements of income, stockholders’ equity, and cash flows for each of the three fiscal
years in the period ended January 30, 2010. Our audits also included the financial statement schedule listed in the
Index at Item 15. These financial statements and financial statement schedule are the responsibility of the Company’s
management. Our responsibility is to express an opinion on the financial statements and financial statement schedule
based on our audits.

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

In our opinion, such financial statements present fairly, in all material respects, the financial position of The
Buckle, Inc. as of January 30, 2010 and January 31, 2009, and the results of its operations and its cash flows for each
of the three fiscal years in the period ended January 30, 2010, in conformity with accounting principles generally
accepted in the United States of America. Also, in our opinion, such financial statement schedule, when considered in
relation to the basic financial statements taken as a whole, presents fairly, in all material respects, the information set
forth therein.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the Company’s internal control over financial reporting as of January 30, 2010, based on the criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission and our report, dated March 31, 2010, expressed an unqualified opinion on the Company’s
internal control over financial reporting.

/s/ Deloitte & Touche LLP

DELOITTE & TOUCHE LLP
Omaha, Nebraska
March 31, 2010
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THE BUCKLE, INC.

BALANCE SHEETS
(Dollar Amounts in Thousands Except Share and Per Share Amounts)

January 30, January 31,
2010 2009

ASSETS

CURRENT ASSETS:
Cash and cash equivalents $ 135,340 $ 162,463
Short-term investments (Notes A, B, and C) 22,687 19,150
Accounts receivable, net of allowance of $35 and $46, respectively 6,911 3,734
Inventory 88,187 83,963
Prepaid expenses and other assets (Note F) 11,684 17,655
Total current assets 264,809 286,965

PROPERTY AND EQUIPMENT (Note D): 305,974 264,154
Less accumulated depreciation and amortization (159,392) (147,460)

146,582 116,694

LONG-TERM INVESTMENTS (Notes A, B, and C) 72,770 56,213
OTHER ASSETS (Notes F and G) 4,742 5,468

$ 488,903 $ 465,340

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:
Accounts payable $ 24,364 $ 22,472
Accrued employee compensation 41,463 40,460
Accrued store operating expenses 8,866 7,701
Gift certificates redeemable 13,507 10,144
Income taxes payable 3,830 8,649
Total current liabilities 92,030 89,426

DEFERRED COMPENSATION (Note I) 5,957 4,090
DEFERRED RENT LIABILITY 36,657 34,602
Total liabilities 134,644 128,118

COMMITMENTS (Notes E and H)

STOCKHOLDERS’ EQUITY (Note J):
Common stock, authorized 100,000,000 shares of $.01 par value; 46,381,263 and
45,906,265 shares issued and outstanding at January 30, 2010 and January 31, 2009,
respectively 464 459
Additional paid-in capital 78,837 68,894
Retained earnings 275,751 268,789
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Accumulated other comprehensive loss (793) (920)
Total stockholders’ equity 354,259 337,222

$ 488,903 $ 465,340

See notes to financial statements.
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THE BUCKLE, INC.

STATEMENTS OF INCOME
(Dollar Amounts in Thousands Except Per Share Amounts)

Fiscal Years Ended
January 30, January 31, February 2,

2010 2009 2008
SALES, Net of returns and allowances of $73,596, $54,973, and $42,087,
respectively $ 898,287 $ 792,046 $ 619,888

COST OF SALES (Including buying, distribution, and occupancy costs) 497,668 448,558 365,350

Gross profit 400,619 343,488 254,538

OPERATING EXPENSES:
Selling 168,741 151,251 118,699
General and administrative 32,416 30,041 26,212

201,157 181,292 144,911

INCOME FROM OPERATIONS 199,462 162,196 109,627

OTHER INCOME, Net (Note A) 3,674 7,829 9,183
GAIN (LOSS) - IMPAIRMENT OF SECURITIES (Note B) 991 (5,157) -

INCOME BEFORE INCOME TAXES 204,127 164,868 118,810

PROVISION FOR INCOME TAXES (Note F) 76,824 60,459 43,563

NET INCOME $ 127,303 $ 104,409 $ 75,247

EARNINGS PER SHARE (Note K):
Basic $ 2.79 $ 2.30 $ 1.69

Diluted $ 2.73 $ 2.24 $ 1.63

See notes to financial statements.
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THE BUCKLE, INC.

STATEMENTS OF STOCKHOLDERS' EQUITY
(Dollar Amounts in Thousands Except Share and Per Share Amounts)

Accumulated
Additional Other

Number of Common Paid-in Retained Comprehensive
Shares Stock Capital Earnings Loss Total

BALANCE, February 4, 2007 29,408,576 $ 294 $ 43,493 $ 242,800 - $ 286,587

Net income - - - 75,247 - 75,247
Dividends paid on common
stock,
($.1333 per share - 1st and
2nd quarters) - - - (12,014) - (12,014)
($.1667 per share - 3rd and
4th quarters) - - - (14,988) - (14,988)
Common stock issued on
exercise of stock options 937,247 9 12,015 - - 12,024
Issuance of non-vested stock,
net of forfeitures 138,345 1 (1) - - -
Amortization of non-vested
stock grants, net of forfeitures - - 3,886 - - 3,886
Stock option compensation
expense - - 293 - - 293
Common stock purchased and
retired (642,500) (6) (21,571) - - (21,577)
Income tax benefit related to
exercise of stock options - - 8,862 - - 8,862

BALANCE, February 2, 2008 29,841,668 298 46,977 291,045 - 338,320

Net income - - - 104,409 - 104,409
Dividends paid on common
stock,
($.1667 per share – 1st and 2nd
quarters) - - - (15,269) - (15,269)
($.20 per share - 3rd and 4th
quarters) - - - (18,474) - (18,474)
($2.00 per share - 3rd quarter) - - - (92,922) - (92,922)
Common stock issued on
exercise of stock options 994,555 10 12,714 - - 12,724
Issuance of non-vested stock,
net of forfeitures 139,635 1 (1) - - -
Amortization of non-vested
stock grants, net of forfeitures - - 4,879 - - 4,879
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Stock option compensation
expense - - 289 - - 289
Common stock purchased and
retired (557,100) (5) (9,354) - - (9,359)
Income tax benefit related to
exercise of stock options - - 13,545 - - 13,545
3-for-2 stock split 15,487,507 155 (155) - - -
Unrealized loss on
investments, net of tax - - - - (920) (920)

BALANCE, January 31, 2009 45,906,265 459 68,894 268,789 (920) 337,222

Net income - - - 127,303 - 127,303
Dividends paid on common
stock,
($.20 per share - 1st, 2nd, 3rd,
and 4th quarters) - - - (37,011) - (37,011)
($1.80 per share - 3rd quarter) - - - (83,330) - (83,330)
Common stock issued on
exercise of stock options 278,430 3 1,823 - - 1,826
Issuance of non-vested stock,
net of forfeitures 196,568 2 (2) - - -
Amortization of non-vested
stock grants, net of forfeitures - - 4,988 - - 4,988
Stock option compensation
expense - - 175 - - 175
Income tax benefit related to
exercise of stock options - - 2,959 - - 2,959
Unrealized loss on
investments, net of tax - - - - 127 127

BALANCE, January 30, 2010 46,381,263 $ 464 $ 78,837 $ 275,751 $ (793) $ 354,259

See notes to financial statements.
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THE BUCKLE, INC.

STATEMENTS OF CASH FLOWS
(Dollar Amounts in Thousands)

Fiscal Years Ended
January 30, January 31, February 2,

2010 2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 127,303 $ 104,409 $ 75,247
Adjustments to reconcile net income to net cash flows from operating
activities:
Depreciation and amortization 25,135 21,779 20,384
Amortization of non-vested stock grants, net of forfeitures 4,988 4,879 3,886
Stock option compensation expense 175 289 293
Gain on involuntary conversion of aircraft to monetary asset - (2,963) -
(Gain) loss - impairment of securities (991) 5,157 -
Deferred income taxes 414 (595) (1,509)
Other 38 574 146
Changes in operating assets and liabilities:
Accounts receivable (1,967) (895) 1,246
Inventory (4,224) (6,324) (7,333)
Prepaid expenses and other assets 6,282 (2,478) (1,542)
Accounts payable (2,916) (844) 8,903
Accrued employee compensation 1,003 12,624 10,036
Accrued store operating expenses 1,165 1,997 1,236
Gift certificates redeemable 3,363 1,633 1,802
Income taxes payable (5,731) 906 5,576
Long-term liabilities and deferred compensation 3,922 3,581 2,709

Net cash flows from operating activities 157,959 143,729 121,080

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment (50,561) (47,448) (27,484)
Proceeds from sale of property and equipment 308 11,819 21
Change in other assets (74) (29) 167
Purchases of investments (52,604) (46,687) (153,511)
Proceeds from sales / maturities of investments 33,703 148,818 117,079

Net cash flows from investing activities (69,228) 66,473 (63,728)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from the exercise of stock options 1,826 12,724 12,024
Excess tax benefit from stock option exercises 2,661 11,268 7,744
Purchases of common stock - (9,359) (21,577)
Payment of dividends (120,341) (126,665) (27,002)

Net cash flows from financing activities (115,854) (112,032) (28,811)
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NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (27,123) 98,170 28,541

CASH AND CASH EQUIVALENTS, Beginning of year 162,463 64,293 35,752

CASH AND CASH EQUIVALENTS, End of year $ 135,340 $ 162,463 $ 64,293

See notes to financial statements.

34

Edgar Filing: ORRSTOWN FINANCIAL SERVICES INC - Form DEFA14A

49



THE BUCKLE, INC.
NOTES TO FINANCIAL STATEMENTS

 (Dollar Amounts in Thousands Except Share and Per Share Amounts)

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Fiscal Year – The Buckle, Inc. (the “Company”) has its fiscal year end on the Saturday nearest January 31. All references
in these financial statements to fiscal years are to the calendar year in which the fiscal year begins. Fiscal 2009
represents the 52-week period ended January 30, 2010, fiscal 2008 represents the 52-week period ended January 31,
2009, and fiscal 2007 represents the 52-week period ended February 2, 2008.

Nature of Operations – The Company is a retailer of medium to better-priced casual apparel, footwear, and accessories
for fashion conscious young men and women operating 401 stores located in 41 states throughout the continental
United States as of January 30, 2010.

During fiscal 2009, the Company opened 20 new stores, substantially renovated 22 stores, and closed 6 stores. During
fiscal 2008, the Company opened 21 new stores, substantially renovated 13 stores, and closed 2 stores. During fiscal
2007, the Company opened 20 new stores, substantially renovated 7 stores, and closed 2 stores.

Revenue Recognition – Retail store sales are recorded upon the purchase of merchandise by customers. Online sales are
recorded when merchandise is delivered to the customer, with the time of delivery being based on estimated shipping
time from the Company’s distribution center to the customer. Shipping fees charged to customers are included in
revenue and shipping costs are included in selling expenses. Shipping costs were $5,420, $3,813, and $1,882 during
fiscal 2009, 2008, and 2007, respectively. Merchandise returns are estimated based upon the historical average sales
return percentage and accrued at the end of the period. The reserve for merchandise returns was $647 and $526 as of
January 30, 2010 and January 31, 2009, respectively. The Company accounts for layaway sales in accordance with
FASB ASC 605, Revenue Recognition, recognizing revenue from sales made under its layaway program upon
delivery of the merchandise to the customer. The Company has several sales incentives that it offers customers
including a frequent shopper punch card, B-Rewards gift certificates, and occasional sweepstakes and gift with
purchase offers. The frequent shopper punch card is recognized as a cost of goods sold at the time of redemption,
using the actual amount tendered. The B-Rewards incentives, based upon $10 for each $300 in net purchases, are
recorded as a liability and as a selling expense at the time the gift certificates are earned. Sweepstake prizes are
recorded as cost of goods sold (if it is a merchandise giveaway) or as a selling expense at the time the prize is
redeemed by the customer, using actual costs incurred, and gifts with purchase are recorded as a cost of goods sold at
the time of the purchase and gift redemption, using the actual cost of the gifted item.

The Company records the sale of gift cards and gift certificates as a current liability and recognizes a sale when a
customer redeems the gift card or gift certificate. The amount of the gift certificate liability is determined using the
outstanding balances from the prior three years of issuance and the gift card liability is determined using the
outstanding balances from the prior four years of issuance. The Company records breakage as other income when the
probability of redemption, which is based on historical redemption patterns, is remote. Breakage reported for the fiscal
years ended January 30, 2010, January 31, 2009, and February 2, 2008 was $434, $389, and $0, respectively. The
Company recognizes a current liability for the down payment made when merchandise is placed on layaway and
recognizes layaways as a sale at the time the customer makes final payment and picks up the merchandise.

Cash and Cash Equivalents – The Company considers all highly liquid debt instruments with an original maturity of
three months or less when purchased to be cash equivalents.
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Investments – The Company accounts for investments in accordance with FASB ASC 320, Investments-Debt and
Equity Securities. Investments classified as short-term investments include securities with a maturity of greater than
three months and less than one year, and a portion of the Company’s investments in auction-rate securities (“ARS”),
which are available-for-sale securities. Available-for-sale securities are reported at fair value, with unrealized gains
and losses excluded from earnings and reported as a separate component of stockholders’ equity (net of the effect of
income taxes), using the specific identification method, until they are sold. The Company reviews impairments in
accordance with FASB ASC 320 to determine the classification of potential impairments as either “temporary” or
“other-than-temporary.” A temporary impairment results in an unrealized loss being recorded in other comprehensive
income. Impairments that are considered other-than-temporary are recognized as a loss in the statements of income.
The Company considers various factors in reviewing impairments, including the length of time and extent to which
the fair value has been less than the Company’s cost basis, the financial condition and near-term prospects of the
issuer, and the Company’s intent and ability to hold the investments for a period of time sufficient to allow for any
anticipated recovery in market value. Held-to-maturity securities are carried at amortized cost. The Company believes
it has the ability and maintains its intent to hold these investments until recovery of market value occurs. Trading
securities are reported at fair value, with unrealized gains and losses included in earnings, using the specific
identification method.

Inventory – Inventory is stated at the lower of cost or market. Cost is determined using the average cost method.
Management records a reserve for merchandise obsolescence and markdowns based on assumptions using calculations
applied to current inventory levels by department within each of four different markdown levels. Management also
reviews the levels of inventory in each markdown group, and the overall aging of inventory, versus the estimated
future demand for such product and the current market conditions. The calculation for estimated markdowns and/or
obsolescence reduced the Company’s inventory valuation by $5,832 and $6,228 as of January 30, 2010 and January 31,
2009, respectively. The amount charged (credited) to cost of goods sold, resulting from changes in the markdown
reserve balance, was $(396), $439, and $(581), for fiscal years 2009, 2008, and 2007, respectively.

Property and Equipment – Property and equipment are stated on the basis of historical cost. Depreciation is provided
using a combination of accelerated and straight-line methods based upon the estimated useful lives of the assets. The
majority of property and equipment have useful lives of five to ten years with the exception of buildings, which have
estimated useful lives of 31.5 to 39 years. Leasehold improvements are stated on the basis of historical cost and are
amortized over the shorter of the life of the lease or the estimated economic life of the assets. When circumstances
indicate the carrying values of long-lived assets may be impaired, an evaluation is performed on current net book
value amounts. Judgments made by the Company related to the expected useful lives of property and equipment and
the ability to realize cash flows in excess of carrying amounts of such assets are affected by factors such as changes in
economic conditions and changes in operating performance. As the Company assesses the expected cash flows and
carrying amounts of long-lived assets, adjustments are made to such carrying values.

Pre-Opening Expenses – Costs related to opening new stores are expensed as incurred.

Advertising Costs – Advertising costs are expensed as incurred and were $8,521, $7,674, and $6,376 for fiscal years
2009, 2008, and 2007, respectively.

Health Care Costs - The Company is self-funded for health and dental claims up to $200 per individual per plan year.
The Company’s plan covers eligible employees, and management makes estimates at period end to record a reserve for
unpaid claims based upon historical claims information. The accrued liability as a reserve for unpaid health care
claims was $700 and $600 as of January 30, 2010 and January 31, 2009, respectively.

Operating Leases – The Company leases retail stores under operating leases. Most lease agreements contain tenant
improvement allowances, rent holidays, rent escalation clauses, and/or contingent rent provisions. For purposes of
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recognizing lease incentives and minimum rental expenses on a straight-line basis over the terms of the leases, the
Company uses the date of initial possession to begin expensing rent, which is generally when the Company enters the
space and begins to make improvements in preparation of intended use.
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For tenant improvement allowances and rent holidays, the Company records a deferred rent liability on the balance
sheets and amortizes the deferred rent over the terms of the leases as reductions to rent expense on the statements of
income.

For scheduled rent escalation clauses during the lease terms or for rental payments commencing at a date other than
the date of initial occupancy, the Company records minimum rental expenses on a straight-line basis over the terms of
the leases on the statements of income. Certain leases provide for contingent rents, which are determined as a
percentage of gross sales in excess of specified levels. The Company records a contingent rent liability in “accrued
store operating expenses” on the balance sheets and the corresponding rent expense when specified levels have been
achieved or are reasonably probable to be achieved.

Other Income – The Company’s other income is derived primarily from interest and dividends received on cash and
investments, but also includes miscellaneous other sources of income.

Income Taxes – The Company records a deferred tax asset and liability for expected future tax consequences resulting
from temporary differences between financial reporting and tax bases of assets and liabilities. The Company considers
future taxable income and ongoing tax planning in assessing the value of its deferred tax assets. If the judgment of the
Company’s management determines that it is more than likely that these assets will not be realized, the Company
would reduce the value of these assets to their expected realizable value, thereby decreasing net income. If the
Company subsequently determined that the deferred tax assets, which had been written down, would be realized in the
future, such value would be increased, thus increasing net income in the period such determination was made. The
Company records tax benefits only for tax positions that are more than likely to be sustained upon examination by tax
authorities. The amount recognized is measured as the largest amount of benefit that is greater than 50% likely to be
realized upon ultimate settlement. Unrecognized tax benefits are tax benefits claimed in the Company’s tax returns that
do not meet these recognition and measurement standards.

Stock Splits – On September 15, 2008, the Company’s Board of Directors approved a 3-for-2 stock split payable in the
form of a stock dividend for shareholders of record as of October 15, 2008, with a distribution date of October 30,
2008. All share and per share data (except par value and historical stockholders’ equity data) presented in the financial
statements for all periods has been adjusted to reflect the impact of this stock split.

Financial Instruments and Credit Risk Concentrations – Financial instruments, which potentially subject the Company
to concentrations of credit risk, are primarily cash, investments, and accounts receivable. The Company places its
investments primarily in tax-free municipal bonds, auction-rate securities, or U.S. Treasury securities with short-term
maturities and limits the amount of credit exposure to any one entity.

Of the Company’s $230,797 in total cash and investments as of January 30, 2010, $22,792 was comprised of
investments in auction-rate securities (“ARS”). ARS have a long-term stated maturity, but are reset through a “dutch
auction” process that occurs every 7 to 49 days, depending on the terms of the individual security. Until February 2008,
the ARS market was highly liquid. During February 2008, however, a significant number of auctions related to these
securities failed, meaning that there was not enough demand to sell the entire issue at auction. The failed auctions
have limited the current liquidity of certain of the Company’s investments in ARS and the Company has reason to
believe that certain of the underlying issuers of its ARS are currently at risk. The Company does not, however,
anticipate that further auction failures will have a material impact on the Company’s ability to fund its business.

Concentrations of credit risk with respect to accounts receivable are limited due to the nature of the Company’s
receivables, which include primarily employee receivables that can be offset against future compensation. The
Company’s financial instruments have a fair value approximating the carrying value.
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Earnings Per Share – Basic earnings per share data are based on the weighted average outstanding common shares
during the period. Diluted earnings per share data are based on the weighted average outstanding common shares and
the effect of all dilutive potential common shares, including stock options. Basic and diluted earnings per share for
fiscal 2007 have been adjusted to reflect the impact of the Company’s 3-for-2 stock split paid in the form of a stock
dividend on October 30, 2008.
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Use of Estimates – The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the reported
amounts of certain assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from these estimates.

Comprehensive Income – Comprehensive income consists of net income and unrealized gains and losses on
available-for-sale securities. Unrealized losses on the Company’s investments in auction-rate securities have been
included in accumulated other comprehensive loss and are separately included as a component of stockholders’ equity,
net of related income taxes.

Fiscal Years Ended
January 30, January 31, February 2,

2010 2009 2008

Net income $ 127,303 $ 104,409 $ 75,247
Changes in net unrealized losses on investments in
auction-rate securities, net of taxes of $(75), $540, and $0,
respectively 127 (920) -
Comprehensive income $ 127,430 $ 103,489 $ 75,247

Recently Issued Accounting Pronouncements – Effective February 3, 2008, the Company adopted the provisions of
FASB ASC 820, Fair Value Measurements and Disclosures. FASB ASC 820 defines fair value, establishes a
framework for measuring fair value, and expands disclosures about fair value measurements. The provisions of FASB
ASC 820 apply to all financial instruments that are being measured and reported on a fair value basis. In addition,
FASB ASC 820-10-15-1A delayed the effective date of FASB ASC 820 to fiscal years beginning after November 15,
2008, and interim periods within those fiscal years, for all non-financial assets and liabilities, except those that are
recognized or disclosed at fair value in the financial statements on a recurring basis. The adoption of FASB ASC 820
during fiscal 2008 for all financial instruments and the adoption during fiscal 2009 for all non-financial assets and
liabilities did not have any impact on the Company’s financial position or results of operations.

Effective February 3, 2008, the Company adopted the provisions of FASB ASC 825, Financial Instruments. FASB
ASC 825 provides an option for companies to report selected financial assets and liabilities at fair value. Although the
Company adopted the provisions of FASB ASC 825 effective with the beginning of the Company’s 2008 fiscal year, it
did not elect the fair value option for any financial instruments or other items held by the Company. Therefore, the
adoption of FASB ASC 825 did not have any impact on the Company’s financial position or results of operations.

In May 2009, FASB issued FASB ASC 855, Subsequent Events. This guidance requires management to evaluate
subsequent events through the date the financial statements are issued, or are available to be issued, and requires
companies to disclose the date through which such subsequent events have been evaluated. FASB ASC 855 was
effective for financial statements issued for interim or annual reporting periods ending after June 15, 2009. In
February 2010, FASB issued Accounting Standards Updated 2010-09 which removed the requirement for SEC filers
to disclose the date through which subsequent events have been evaluated. The adoption of FASB ASC 855 did not
have any impact on the Company’s financial position or results of operations. The Company has determined that there
were no subsequent events requiring recognition or disclosure in the financial statements presented herein.

In June 2009, FASB issued FASB ASC 105, Generally Accepted Accounting Principles, which establishes the FASB
Accounting Standards Codification (“ASC”) as the single source of GAAP recognized by FASB to be applied by
nongovernmental entities. Rules and interpretive releases of the Securities and Exchange Commission (“SEC”) under
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authority of federal securities laws are also sources of authoritative GAAP for SEC registrants. On the effective date
of FASB ASC 105, the codification superseded all then-existing non-SEC accounting and reporting standards. All
other non-grandfathered, non-SEC accounting literature not included in the codification became non-authoritative.
FASB ASC 105 was effective for financial statements issued for interim or annual reporting periods ending after
September 15, 2009. Therefore, the Company adopted the provisions of FASB ASC 105 on August 2, 2009. The
adoption of FASB ASC 105 did not have any impact on the Company’s financial position or results of operations.

38

Edgar Filing: ORRSTOWN FINANCIAL SERVICES INC - Form DEFA14A

57



Supplemental Cash Flow Information - The Company had non-cash investing activities during fiscal years 2009,
2008, and 2007 of $4,808, $1,839, and $1,582, respectively. The non-cash investing activity relates to unpaid
purchases of property, plant, and equipment included in accounts payable as of the end of the year. Amounts reported
as unpaid purchases are recorded as cash outflows from investing activities for purchases of property, plant, and
equipment in the statement of cash flows in the period they are paid.

Additional cash flow information for the Company includes cash paid for income taxes during fiscal years 2009, 2008,
and 2007 of $79,480, $48,879, and $31,730, respectively.

B. INVESTMENTS

The following is a summary of investments as of January 30, 2010:

Amortized Gross Gross Other-than- Estimated
Cost or Unrealized Unrealized Temporary Fair

Par Value Gains Losses Impairment Value
Available-for-Sale Securities:
Auction-rate securities $ 24,775 $ - $ (1,258) $ (725) $ 22,792
Municipal bonds 8,116 14 (14) - 8,116
Preferred stock 2,000 - - (1,974) 26

$ 34,891 $ 14 $ (1,272) $ (2,699) $ 30,934

Held-to-Maturity Securities:
State and municipal bonds $ 47,036 $ 535 $ (10) - $ 47,561
Fixed maturities 8,890 92 - - 8,982
Certificates of deposit 1,640 27 - - 1,667
U.S. treasuries 1,000 1 - - 1,001

$ 58,566 $ 655 $ (10) $ - $ 59,211

Trading Securities:
Mutual funds $ 6,200 $ - $ (243) $ - $ 5,957

The following is a summary of investments as of January 31, 2009:

Amortized Gross Gross Other-than- Estimated
Cost or Unrealized Unrealized Temporary Fair

Par Value Gains Losses Impairment Value
Available-for-Sale Securities:
Auction-rate securities $ 35,495 $ - $ (1,460) $ (3,757) $ 30,278
Preferred stock 2,000 - - (1,400) 600

$ 37,495 $ - $ (1,460) $ (5,157) $ 30,878

Held-to-Maturity Securities:
State and municipal bonds $ 31,965 $ 536 $ (90) - $ 32,411
Fixed maturities 2,500 37 (7) - 2,530
Certificates of deposit 2,945 42 - - 2,987
U.S. treasuries 2,985 19 (9) - 2,995

$ 40,395 $ 634 $ (106) $ - $ 40,923
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Trading Securities:
Mutual funds $ 5,165 $ - $ (1,075) $ - $ 4,090
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The auction-rate securities and preferred stock were invested as follows as of January 30, 2010:

Nature Underlying Collateral Par Value

Municipal revenue bonds
92% insured by AAA/AA/A-rated bond insurers at January
30, 2010 $ 11,700

Municipal bond funds Fixed income instruments within issuers' money market funds 9,325
Student loan bonds Student loans guaranteed by state entities 3,750
Preferred stock Underlying investments of closed-end funds 2,000
Total par value $ 26,775

As of January 30, 2010, the Company’s auction-rate securities portfolio was 57% AAA/Aaa-rated, 27% AA/Aa-rated,
9% A-rated, and 7% below A-rated.

The amortized cost and fair value of debt securities by contractual maturity as of January 30, 2010 is as follows:

Amortized Fair
Cost Value

Available-for-sale securities
Less than 1 year $ 2,950 $ 2,950
1 - 5 years 1,452 1,454
5 - 10 years 1,206 1,209
Greater than 10 years 2,508 2,503

$ 8,116 $ 8,116

Held-to-maturity securities
Less than 1 year $ 18,387 $ 18,520
1 - 5 years 35,802 36,234
5 - 10 years 1,926 1,978
Greater than 10 years 2,451 2,479

$ 58,566 $ 59,211

At January 30, 2010 and January 31, 2009, $26,634 and $29,328 of available-for-sale securities and $40,179 and
$22,795 of held-to-maturity investments are classified in long-term investments. Trading securities are held in a Rabbi
Trust, intended to fund the Company’s deferred compensation plan, and are classified in long-term investments.

The Company’s investments in auction-rate securities (“ARS”) are classified as available-for-sale and reported at fair
market value. As of January 30, 2010, the reported investment amount is net of $1,258 of temporary impairment and
$2,699 of other-than-temporary impairment (“OTTI”) to account for the impairment of certain securities from their
stated par value. The $1,258 temporary impairment is reported, net of tax, as an “accumulated other comprehensive
loss” of $793 in stockholders’ equity as of January 30, 2010. For the investments considered temporarily impaired, the
Company believes that these ARS can be successfully redeemed or liquidated through future auctions at par value plus
accrued interest. The Company believes it has the ability and maintains its intent to hold these investments until such
recovery of market value occurs; therefore, the Company believes the current lack of liquidity has created the
temporary impairment in valuation.
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As of January 30, 2010, the Company had $24,775 invested in ARS and $2,000 invested in preferred securities, at par
value, which are reported at their estimated fair value of $22,792 and $26, respectively. As of January 31, 2009, the
Company had $35,495 invested in ARS and $2,000 invested in preferred securities, which were reported at their
estimated fair value of $30,278 and $600, respectively. ARS have a long-term stated maturity, but are reset through a
“dutch auction” process that occurs every 7 to 49 days, depending on the terms of the individual security. Until February
2008, the ARS market was highly liquid. During February 2008, however, a significant number of auctions related to
these securities failed, meaning that there was not enough demand to sell the entire issue at auction. The failed
auctions have limited the current liquidity of certain of the Company’s investments in ARS and the Company has
reason to believe that certain of the underlying issuers of its ARS are currently at risk. The Company does not,
however, anticipate that further auction failures will have a material impact on the Company’s ability to fund its
business. During fiscal 2009, the Company was able to successfully liquidate $5,320 of its investments in ARS at par
value. The Company also liquidated investments in preferred securities that were valued at $2,217 ($5,400 at par
value) as of January 31, 2009 for $3,933, and recorded a gain of $1,716 in the statement of income for the fiscal year
ended January 30, 2010. The Company reviews all investments for OTTI at least quarterly or as indicators of
impairment exist and added $725 to OTTI during the fourth quarter of fiscal 2009. Indicators of impairment include
the duration and severity of decline in market value. In addition, the Company considers qualitative factors including,
but not limited to, the financial condition of the investee, the credit rating of the investee, and the current and expected
market and industry conditions in which the investee operates.

As of January 30, 2010, $1,350 of the Company’s investment in ARS and preferred securities was classified in
short-term investments, due to known or anticipated subsequent redemptions, and $21,468 was classified in long-term
investments. As of January 31, 2009, $1,550 of the Company’s investment in ARS and preferred securities was
classified in short-term investments and $29,328 was classified in long-term investments.

C. FAIR VALUE MEASURMENTS

As defined by FASB ASC 820, Fair Value Measurements and Disclosures, fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. Financial assets and liabilities measured and reported at fair value are classified and disclosed in
one of the following categories:

•Level 1 – Quoted market prices in active markets for identical assets or liabilities. Short-term and long-term
investments with active markets or known redemption values are reported at fair value utilizing Level 1 inputs.

•Level 2 – Observable market-based inputs (either directly or indirectly) such as quoted prices for similar assets or
liabilities, quoted prices in markets that are not active, or other inputs that are observable or inputs that are
corroborated by market data.

•Level 3 – Unobservable inputs that are not corroborated by market data and are projections, estimates, or
interpretations that are supported by little or no market activity and are significant to the fair value of the assets. The
Company has concluded that certain of its ARS represent Level 3 valuation and should be valued using a discounted
cash flow analysis. The assumptions used in preparing the discounted cash flow model include estimates for interest
rates, timing and amount of cash flows, and expected holding periods of the ARS.

As of January 30, 2010 and January 31, 2009, the Company held certain assets that are required to be measured at fair
value on a recurring basis including available-for-sale and trading securities. The Company’s available-for-sale
securities include its investments in ARS, as further described in Note B. The failed auctions, beginning in February
2008, related to certain of the Company’s investments in ARS have limited the availability of quoted market prices.
The Company has determined the fair value of its ARS using Level 1 inputs for known or anticipated subsequent
redemptions at par value, Level 2 inputs using observable inputs, and Level 3 using unobservable inputs where the
following criteria were considered in estimating fair value:
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• Pricing was provided by the custodian of ARS;
• Pricing was provided by a third-party broker for ARS;

• Sales of similar securities;
• Quoted prices for similar securities in active markets;
• Quoted prices for publicly traded preferred securities;

•Quoted prices for similar assets in markets that are not active - including markets where there are few transactions
for the asset, the prices are not current, or price quotations vary substantially either over time or among market
makers, or in which little information is released publicly;

• Pricing was provided by a third-part valuation consultant (using Level 3 inputs).

In addition, the Company considers other factors including, but not limited to, the financial condition of the investee,
the credit rating, insurance, guarantees, collateral, cash flows, and the current and expected market and industry
conditions in which the investee operates. Management believes it has used information that was reasonably
obtainable in order to complete its valuation process and determine if the Company’s investments in ARS had incurred
any temporary and/or other-than-temporary impairment as of January 30, 2010 and January 31, 2009.

Future fluctuations in fair value of ARS that the Company judges to be temporary, including any recoveries of
previous write-downs, would be recorded as an adjustment to “accumulated other comprehensive loss.”  The value and
liquidity of ARS held by the Company may be affected by continued auction-rate failures, the credit quality of each
security, the amount and timing of interest payments, the amount and timing of future principal payments, and the
probability of full repayment of the principal. Additional indicators of impairment include the duration and severity of
the decline in market value. The interest rates on these investments will be determined by the terms of each individual
ARS. The material risks associated with the ARS held by the Company include those stated above as well as the
current economic environment, downgrading of credit ratings on investments held, and the volatility of the entities
backing each of the issues.

The Company’s financial assets measured at fair value on a recurring basis subject to the disclosure requirements of
FASB ASC 820 were as follows:

Fair Value Measurements at Reporting Date Using
Quoted Prices in
Active Markets Significant Significant

for Identical Observable Unobservable
Assets Inputs Inputs

January 30, 2010 (Level 1) (Level 2) (Level 3) Total
Available-for-sale securities
Auction-rate securities $ 1,261 $ 12,894 $ 8,637 $ 22,792
Municipal bonds 8,116 - - 8,116
Preferred stock 26 - - 26
Trading securities (including mutual funds) 5,957 - - 5,957
Totals $ 15,360 $ 12,894 $ 8,637 $ 36,891

Fair Value Measurements at Reporting Date Using
Quoted Prices in
Active Markets Significant Significant

for Identical Observable Unobservable
Assets Inputs Inputs

January 31, 2009 (Level 1) (Level 2) (Level 3) Total
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Available-for-sale securities
Auction-rate securities $ 1,550 $ 21,468 $ 7,260 $ 30,278
Preferred stock 600 - - 600
Trading securities (including mutual funds) 4,090 - - 4,090

Totals $ 6,240 $ 21,468 $ 7,260 $ 34,968

42

Edgar Filing: ORRSTOWN FINANCIAL SERVICES INC - Form DEFA14A

64



ARS, municipal bonds, and preferred securities included in Level 1 represent securities which have a known or
anticipated upcoming redemption as of January 30, 2010 and those that have publicly traded quoted prices. ARS
included in Level 2 represent securities which have not experienced a successful auction subsequent to February 2,
2008. The fair market value for these securities was determined by applying a discount to par value based on auction
prices for similar securities and by utilizing a discounted cash flow model, using market-based inputs, to determine
fair value. The Company used a discounted cash flow model to value its Level 3 investments, using estimates
regarding recovery periods, yield, and liquidity. The assumptions used are subjective based upon management’s
judgment and views on current market conditions, and resulted in $739 of the Company’s recorded temporary
impairment and $725 of the OTTI as of January 30, 2010. The use of different assumptions would result in a different
valuation and related temporary impairment charge.

Changes in the fair value of the Company’s financial assets measured at fair value on a recurring basis using significant
unobservable inputs (Level 3), as defined in FASB ASC 820, are as follows:

Fiscal Years Ended
January 30, January 31,

Available-for-Sale Auction-Rate Securities 2010 2009
Balance, beginning of year $ 7,260 -
Total gains or losses (realized and unrealized):
Included in net income (725) -
Included in other comprehensive income (48) (690)
Purchases, sales, issuances, and settlements (net) (25) -
Transfers in and/or out of Level 3 2,175 7,950
Balance, end of year $ 8,637 $ 7,260

D. PROPERTY AND EQUIPMENT

January 30, January 31,
2010 2009

Land $ 1,959 $ 1,170
Building and improvements 14,678 13,447
Office equipment 6,105 6,043
Transportation equipment 19,005 18,997
Leasehold improvements 119,941 111,544
Furniture and fixtures 110,579 96,778
Shipping/receiving equipment 15,783 10,294
Screenprinting equipment 111 111
Construction-in-progress 17,813 5,770

$ 305,974 $ 264,154

E. FINANCING ARRANGEMENTS

The Company has available an unsecured line of credit of $17,500 of which $10,000 is available for letters of credit.
During fiscal 2009, this line of credit was extended through July 31, 2012. Borrowings under the line of credit and
letter of credit provide for interest to be paid at a rate equal to the prime rate as set by the Wells Fargo Bank, N.A.
index on the date of the borrowings. There were no bank borrowings at January 30, 2010 and January 31, 2009. There
were no bank borrowings during fiscal 2009, 2008, and 2007. The Company had outstanding letters of credit totaling
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$618 and $1,059 at January 30, 2010 and January 31, 2009, respectively.
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F. INCOME TAXES

The provision for income taxes consists of:

Fiscal Years Ended
January 30, January 31, February 2,

2010 2009 2008
Current income tax expense (benefit):
Federal $ 66,059 $ 52,905 $ 38,224
State 10,351 8,149 6,849
Deferred income tax expense (benefit): 414 (595) (1,509)

Total $ 76,824 $ 60,459 $ 43,564

Total income tax expense for the year varies from the amount which would be provided by applying the statutory
income tax rate to earnings before income taxes. The primary reasons for this difference (expressed as a percent of
pre-tax income) are as follows:

Fiscal Years Ended
January 30, January 31, February 2,

2010 2009 2008

Statutory rate 35.0% 35.0% 35.0%
State income tax effect 3.4 3.6 4.0
Tax exempt interest income (0.3) (1.0) (2.0)
Other (0.5) (0.9) (0.3)

Effective tax rate 37.6% 36.7% 36.7%

Deferred income tax assets and liabilities are comprised of the following:

January 30, January 31,
2010 2009

Deferred income tax assets (liabilities):
  Inventory $ 3,641 $ 3,681
  Stock-based compensation 3,337 3,112
  Accrued compensation 3,373 2,547
  Accrued store operating costs 390 262
  Unrealized loss on securities 2,021 2,847
  Gift certificates redeemable 550 495
  Allowance for doubtful accounts 13 17
  Deferred rent liability 13,563 12,803
  Property and equipment (15,841) (14,228)

Net deferred income tax asset $ 11,047 $ 11,536

At January 30, 2010 and January 31, 2009, respectively, the net current deferred income tax assets of $7,396 and
$7,085 are classified in “prepaid expenses and other assets.”  The net non-current deferred income tax assets of $3,651
and $4,451 are classified in “other assets” at January 30, 2010 and January 31, 2009, respectively. There are no
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unrecognized tax benefits to be recorded in the Company’s financial statements at January 30, 2010 or January 31,
2009. The Company has no open examinations with the Internal Revenue Service and fiscal years 2006, 2007, 2008,
and 2009 remain subject to examination by the Internal Revenue Service as well as state taxing authorities.
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G. RELATED PARTY TRANSACTIONS

Included in other assets is a note receivable of $1,035 at January 30, 2010 and $1,005 at January 31, 2009,
respectively, from a life insurance trust fund controlled by the Company’s Chairman. The note was created over three
years, beginning in July 1994, when the Company paid life insurance premiums of $200 each year for the Chairman
on a personal policy. The note accrues interest at 5% of the principal balance per year and is to be paid from the life
insurance proceeds. The note is secured by a life insurance policy on the Chairman.

H. COMMITMENTS

Leases - The Company conducts its operations in leased facilities under numerous non-cancelable operating leases
expiring at various dates through fiscal 2021. Most of the Company’s stores have lease terms of approximately ten
years and generally do not contain renewal options. Most lease agreements contain tenant improvement allowances,
rent holidays, rent escalation clauses, and/or contingent rent provisions. For purposes of recognizing lease incentives
and minimum rental expenses on a straight-line basis over the terms of the leases, the Company uses the date of initial
possession to begin amortization, which is generally when the Company enters the space and begins to make
improvements in preparation of intended use. For tenant improvement allowances and rent holidays, the Company
records a deferred rent liability on the balance sheets and amortizes the deferred rent over the terms of the leases as
reductions to rent expense on the statements of income. For scheduled rent escalation clauses during the lease terms or
for rental payments commencing at a date other than the date of initial occupancy, the Company records minimum
rental expenses on a straight-line basis over the terms of the leases on the statements of income. Certain leases provide
for contingent rents, which are determined as a percentage of gross sales in excess of specified levels. The Company
records a contingent rent liability on the balance sheets and the corresponding rent expense when specified levels have
been achieved or are reasonably probable to be achieved. Operating lease base rental expense for fiscal 2009, 2008,
and 2007 was $45,805, $41,687, and $38,298, respectively. Most of the rental payments are based on a minimum
annual rental plus a percentage of sales in excess of a specified amount. Percentage rents for fiscal 2009, 2008, and
2007 were $4,153, $3,202, and $1,159, respectively.

Total future minimum rental commitments under these operating leases with remaining lease terms in excess of one
year as of January 30, 2010 are as follows:

Minimum Rental
Fiscal Year Commitments

2010 $ 49,006
2011 43,806
2012 39,313
2013 35,644
2014 31,592
Thereafter 104,595

Total minimum rental commitments $ 303,956

Litigation - From time to time, the Company is involved in litigation relating to claims arising out of its operations in
the normal course of business. As of the date of these financial statements, the Company was not engaged in any legal
proceedings that are expected, individually or in the aggregate, to have a material effect on the Company.
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I.         EMPLOYEE BENEFITS

The Company has a 401(k) profit sharing plan covering all eligible employees who elect to participate. Contributions
to the plan are based upon the amount of the employees’ deferrals and the employer’s discretionary matching formula.
The Company may contribute to the plan at its discretion. The total expense under the profit sharing plan was $1,130,
$1,022, and $887 for fiscal years 2009, 2008, and 2007, respectively.

The Buckle, Inc. Deferred Compensation Plan covers the Company’s executive officers. The plan is funded by
participant contributions and a specified annual Company matching contribution not to exceed 6% of the participant’s
compensation. The Company’s contributions were $428, $341, and $390 for fiscal years 2009, 2008, and 2007,
respectively.

J. STOCK-BASED COMPENSATION

The Company has several stock option plans which allow for granting of stock options to employees, executives, and
directors. The options are in the form of non-qualified stock options and are granted with an exercise price equal to the
market value of the Company’s common stock on the date of grant. The options generally expire ten years from the
date of grant. The Company also has a restricted stock plan that allows for the granting of non-vested shares of
common stock to employees and executives and a restricted stock plan that allows for the granting of non-vested
shares of common stock to non-employee directors.

As of January 30, 2010, 641,748 shares were available for grant under the various stock option plans, of which
452,111 were available for grant to executive officers. Also as of January 30, 2010, 208,372 shares were available for
grant under the various restricted stock plans, of which 129,248 were available for grant to executive officers.

The Company accounts for stock-based compensation in accordance with FASB ASC 718, Compensation-Stock
Compensation. Compensation expense was recognized fiscal 2009, 2008, and 2007 for new awards, based on the
grant date fair value, as well as for the portion of awards granted in fiscal years prior to FASB ASC 718 adoption that
was not vested as of the beginning of fiscal 2006. The fair value of stock options is determined using the
Black-Scholes option pricing model, while the fair value of grants of non-vested common stock awards is the stock
price on the date of grant.

Information regarding the impact of stock-based compensation expense is as follows:

Fiscal Years Ended
January 30, January 31, February 2,

2010 2009 2008
Stock-based compensation expense, before tax:
Stock options $ 175 $ 289 $ 293
Non-vested shares of common stock 4,988 4,879 3,886

Total stock-based compensation expense, before tax $ 5,163 $ 5,168 $ 4,179

Total stock-based compensation expense, after tax $ 3,253 $ 3,256 $ 2,633

FASB ASC 718 requires the benefits of tax deductions in excess of the compensation cost recognized for stock
options exercised during the period to be classified as financing cash inflows. This amount is shown as “excess tax
benefit from stock option exercises” on the statements of cash flows. For fiscal 2009, 2008, and 2007, the excess tax
benefit realized from exercised stock options was $2,661, $11,268, and $7,744, respectively.
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No stock options were granted during fiscal 2009. Stock options granted during fiscal 2008 and 2007 were granted
under the Company’s 1993 Director Stock Option Plan. Grants were made with an exercise price equal to the market
value of the Company’s common stock on the date of grant and a contractual term of ten years. Options granted under
the 1993 Director Stock Option Plan typically vest over a period of three years.
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The weighted average grant date fair value of options granted during the fiscal year was $8.41 and $8.54 per option
for fiscal 2008 and 2007, respectively. The fair value of options granted was estimated at the date of grant using the
Black-Scholes option pricing model with the following assumptions:

Fiscal Years Ended
January 31, February 2,

2009 2008

Risk-free interest rate  (1) 3.10% 4.80%
Dividend yield  (2) 2.40% 2.40%
Expected volatility  (3) 33.00% 39.00%
Expected lives - years (4) 7.0 7.0

(1)Based on the U.S. Treasury yield curve in effect at the time of grant with a term consistent with the expected lives
of stock options.

(2) Based on expected dividend yield as of the date of grant.
(3)Based on historical volatility of the Company’s common stock over a period consistent with the expected lives of

stock options.
(4) Based on historical and expected exercise behavior.

On September 15, 2008, the Board of Directors authorized a $3.00 per share ($2.00 per share after 3-for-2 stock split)
special one-time cash dividend to be paid on October 27, 2008 to shareholders of record at the close of business on
October 15, 2008. Additionally, on September 21, 2009, the Board of Directors authorized a $1.80 per share special
one-time cash dividend to be paid on October 27, 2009 to shareholders of record at the close of business on October
15, 2009. To preserve the intrinsic value for option holders, the Board also approved on each occasion, pursuant to the
terms of the Company’s various stock option plans, a proportional adjustment to both the exercise price and the
number of shares covered by each award for all outstanding stock options. This adjustment did not result in any
incremental compensation expense.

A summary of the Company’s stock-based compensation activity related to stock options for the fiscal year ended
January 30, 2010 is as follows:

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic

Shares Price Life Value

Outstanding - beginning of year 1,635,163 $ 6.91
Granted - -
Other (1) 447 5.83
Expired/forfeited (5,069) 24.21
Exercised (278,430) 6.56

Outstanding - end of year 1,352,111 $ 5.02 3.29years $ 34,237

Exercisable - end of year 1,331,816 $ 4.75 3.22years $ 34,076

(1)An adjustment was made to the exercise price and number of options outstanding for the special cash dividend paid
during October 2009. “Other” represents additional options issued as a result of this adjustment in the third quarter of
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fiscal 2009.
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The total intrinsic value of options exercised during fiscal 2009, 2008, and 2007, respectively, was $7,477, $35,447,
and $23,135. As of January 30, 2010, there was $64 of unrecognized compensation expense related to non-vested
stock options. It is expected that this expense will be recognized over a weighted average period of approximately 1.0
year.

Non-vested shares of common stock granted during fiscal 2007 and 2008 were granted pursuant to the Company’s
2005 Restricted Stock Plan. Non-vested shares granted during fiscal 2009 were granted pursuant to the Company’s
2005 Restricted Stock Plan and the Company’s 2008 Director Restricted Stock Plan. Shares granted under the 2005
Plan typically vest over a period of four years, only upon certification by the Compensation Committee of the Board
of Directors that the Company has achieved its pre-established performance targets for the fiscal year. Shares granted
under the 2008 Director Plan vest 25% on the date of grant and then in equal portions on each of the first three
anniversaries of the date of grant.

A summary of the Company’s stock-based compensation activity related to grants of non-vested shares of common
stock for the fiscal year ended January 30, 2010 is as follows:

Weighted Average
Grant Date

Shares Fair Value

Non-Vested - beginning of year 423,171 $ 23.84
Granted 243,800 21.20
Forfeited (47,232) 22.66
Vested (214,394) 22.14

Non-Vested - end of year 405,345 $ 23.29

As of January 30, 2010, there was $4,066 of unrecognized compensation expense related to grants of non-vested
shares. It is expected that this expense will be recognized over a weighted average period of approximately 1.9 years.
The total fair value of shares vested during fiscal 2009, 2008, and 2007 was $6,517, $5,128, and $4,398, respectively.

K. EARNINGS PER SHARE

The following table provides reconciliation between basic and diluted earnings per share:

Fiscal Years Ended
January 30, 2010 January 31, 2009 February 2, 2008

Weighted Per Weighted Per Weighted Per
Average Share Average Share Average Share

Income Shares Amount Income Shares Amount Income Shares Amount
Basic EPS
Net income $ 127,303 45,699 $ 2.79 $ 104,409 45,367 $ 2.30 $ 75,247 44,551 $ 1.69

Effect of
Dilutive
Securities
Stock
options and

- 993 (0.06) - 1,207 (0.06) - 1,703 (0.06)
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non-vested
shares

Diluted
EPS $ 127,303 46,692 $ 2.73 $ 104,409 46,574 $ 2.24 $ 75,247 46,254 $ 1.63

Stock options to purchase 72,637 shares of common stock were not included in the computation of diluted earnings
per share for fiscal 2008 because the options would be considered anti-dilutive. No stock options were deemed
anti-dilutive and excluded from the computation of diluted earnings per share for either fiscal 2009 or 2007.
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L.       SEGMENT INFORMATION

The Company is a retailer of medium to better-priced casual apparel, footwear, and accessories. The Company
operated 401 stores located in 41 states throughout the continental United States as of January 30, 2010. The
Company operates its business as one segment.

The following is information regarding the Company’s major product lines and is stated as a percentage of the
Company’s net sales:

Fiscal Years Ended
January 30, January 31, February 2,

2010 2009 2008

Denims 42.9% 41.4% 43.2%
Tops (including sweaters) 36.7 39.0 36.1
Accessories 7.7 7.7 7.7
Sportswear/fashions 5.0 4.6 4.3
Footwear 4.7 4.6 5.6
Outerwear 2.5 2.0 2.0
Casual bottoms 0.4 0.6 1.0
Other 0.1 0.1 0.1

100.0% 100.0% 100.0%

M. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Selected unaudited quarterly financial information for fiscal 2009 and 2008 are as follows:

Quarter
Fiscal 2009 First Second Third Fourth

Net sales $ 199,697 $ 192,906 $ 231,238 $ 274,446
Gross profit $ 86,703 $ 82,278 $ 102,117 $ 129,521
Net income $ 26,862 $ 24,994 $ 33,305 $ 42,142
Basic earnings per share $ 0.59 $ 0.55 $ 0.73 $ 0.92
Diluted earnings per share $ 0.58 $ 0.54 $ 0.71 $ 0.90

Quarter
Fiscal 2008 First Second Third Fourth

Net sales $ 160,300 $ 169,765 $ 210,567 $ 251,414
Gross profit $ 65,622 $ 70,268 $ 91,805 $ 115,793
Net income $ 18,717 $ 22,276 $ 29,076 $ 34,340
Basic earnings per share $ 0.42 $ 0.49 $ 0.64 $ 0.75
Diluted earnings per share $ 0.41 $ 0.48 $ 0.62 $ 0.74

Basic and diluted shares outstanding are computed independently for each of the quarters presented and, therefore,
may not sum to the totals for the year.

Edgar Filing: ORRSTOWN FINANCIAL SERVICES INC - Form DEFA14A

77



49

Edgar Filing: ORRSTOWN FINANCIAL SERVICES INC - Form DEFA14A

78



ITEM 9 - CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A - CONTROLS AND PROCEDURES

The Company maintains a system of disclosure controls and procedures that are designed to provide reasonable
assurance that material information, which is required to be timely disclosed, is accumulated and communicated to
management in a timely manner. An evaluation of the effectiveness of the design and operation of our disclosure
controls and procedures (as defined in Rules 13a-15(e) of the Securities Exchange Act of 1934 (the “Exchange Act”))
was performed as of the end of the period covered by this report. This evaluation was performed under the supervision
and with the participation of the Company’s Chief Executive Officer and Chief Financial Officer. Based upon that
evaluation, the Chief Executive Officer and Chief Financial Officer concluded that, as of the end of the period covered
by this report, the Company’s disclosure controls and procedures are effective to provide reasonable assurance that
information required to be disclosed by the Company in the Company’s reports that it files or submits under the
Exchange Act is accumulated and communicated to management, including its Chief Executive Officer and Chief
Financial Officer, as appropriate, to allow timely decisions regarding required disclosure and are effective to provide
reasonable assurance that such information is recorded, processed, summarized, and reported within the time periods
specified by the SEC’s rules and forms.

Change in Internal Control Over Financial Reporting – There were no changes in the Company's internal control over
financial reporting that occurred during the Company's last fiscal quarter that have materially affected, or are
reasonable likely to materially affect, the Company's internal control over financial reporting.

Management’s Report on Internal Control Over Financial Reporting – Management of the Company is responsible for
establishing and maintaining adequate internal control over financial reporting as defined in Rules 13a-15(f) and
15d-15(f) under the Securities Exchange Act of 1934. The Company’s internal control over financial reporting is
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with accounting principles generally accepted in the United
State of America (“GAAP”).

All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems
determined to be effective can provide only reasonable assurance with respect to financial statement preparation and
presentation. Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements.

Management has assessed the effectiveness of the Company’s internal control over financial reporting as of January
30, 2010, based on the criteria set forth by the Committee of Sponsoring Organizations (“COSO”) of the Treadway
Commission in their Internal Control–Integrated Framework. In making its assessment of internal control over financial
reporting, management has concluded that the Company’s internal control over financial reporting was effective as of
January 30, 2010.

The Company’s independent registered public accounting firm, Deloitte & Touche LLP, has audited the effectiveness
of the Company’s internal control over financial reporting. Their report appears herein.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
The Buckle, Inc.
Kearney, Nebraska

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

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

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the
company’s principal executive and principal financial officers, or persons performing similar functions, and effected by
the company’s board of directors, management, and other personnel to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use or disposition of the company’s assets that could have a material effect on
the financial statements.

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

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

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the financial statements and financial statement schedule as of and for the fiscal year ended January 30, 2010,
of the Company and our report dated March 31, 2010 expressed an unqualified opinion on those financial statements
and financial statement schedule.
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/s/ Deloitte & Touche LLP

DELOITTE & TOUCHE LLP
Omaha, Nebraska
March 31, 2010
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ITEM 9B – OTHER INFORMATION

As required by Section 303A of the New York Stock Exchange’s Corporate Governance Standards, the Company’s
Chief Executive Officer submitted a certification to the New York Stock Exchange in fiscal 2009 that he was not
aware of any violation by the Company of the New York Stock Exchange’s Corporate Governance Standards as of the
date of the certification, June 29, 2009.

PART III

ITEM 10 – DIRECTORS, EXECUTIVE OFFICERS, AND CORPORATE GOVERNANCE

The information required by this item appears under the captions "Executive Officers of the Company" appearing on
pages 10 and 11 of this report and "Election of Directors" in the Company's Proxy Statement for its 2010 Annual
Shareholders' Meeting and is incorporated by reference.

ITEM 11- EXECUTIVE COMPENSATION

Information required by this item appears under the following captions in the Company's Proxy Statement for its 2010
Annual Shareholders' Meeting and is incorporated by reference: “Executive Compensation,” “Director Compensation”
(included under the “Election of Directors” section), and “Report of the Audit Committee.”

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

The information required by this item appears under the captions "Beneficial Ownership of Common Stock" and
“Election of Directors” in the Company's Proxy Statement for its 2010 Annual Shareholders' Meeting and in the Notes
to Financial Statements under Footnote J on pages 46 to 48 of this report and is incorporated by reference.

ITEM 13 - CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required by this item appears under the captions “Independence” and “Related Party Transactions”
(included under the “Election of Directors” section) in the Company's Proxy for its 2010 Annual Shareholders' Meeting
and is incorporated by reference.

ITEM 14 – PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information regarding the fees billed by our independent registered public accounting firm and the nature of services
comprising the fees for each of the two most recent fiscal years is set forth under the caption “Ratification of
Independent Registered Public Accounting Firm” in the Company’s Proxy Statement for its 2010 Annual Shareholders'
Meeting and is incorporated by reference.

PART IV

ITEM 15 – EXHIBITS AND FINANCIAL STATEMENT SCHEDULE

 (a) Financial Statement Schedule
Valuation and Qualifying Account. This schedule is on page 54.
All other schedules are omitted because they are not applicable or the required information is presented in the
financial statements or notes thereto.
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 (b)  Exhibits
See index to exhibits on pages 55 and 56.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

THE BUCKLE, INC.

Date:  March 31, 2010 By: /s/ DENNIS H. NELSON
Dennis H. Nelson,
President and Chief Executive Officer

Date:  March 31, 2010 By: /s/ KAREN B. RHOADS
Karen B. Rhoads,
Vice President of Finance, Treasurer,
and Principal Accounting Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following
persons on behalf of the registrant and in the capacities indicated on the 31st day of March, 2010.

/s/ DANIEL J. HIRSCHFELD /s/ BILL L .FAIRFIELD
Daniel J. Hirschfeld Bill L. Fairfield
Chairman of the Board and Director Director

/s/ DENNIS H. NELSON
Dennis H. Nelson Bruce L. Hoberman
President and Chief Executive Officer Director
and Director

/s/ KAREN B. RHOADS
Karen B. Rhoads Michael Huss
Vice President of Finance and Director
Principal Accounting Officer and Director

/s/ JOHN P. PEETZ /s/ JAMES E. SHADA
John P. Peetz, III James E. Shada
Director Director

Robert E. Campbell
Director

53

Edgar Filing: ORRSTOWN FINANCIAL SERVICES INC - Form DEFA14A

84



SCHEDULE II - Valuation and Qualifying Accounts and Reserves

Allowance for
Doubtful Accounts

Balance February 4, 2007 $ 72,000

Amounts charged to costs and expenses 328,377
Write-off of uncollectible accounts (338,377)

Balance, February 2, 2008 62,000

Amounts charged to costs and expenses 275,558
Write-off of uncollectible accounts (291,558)

Balance, January 31, 2009 46,000

Amounts charged to costs and expenses 358,065
Write-off of uncollectible accounts (369,065)

Balance, January 30, 2010 $ 35,000
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INDEX TO EXHIBITS

Exhibits Page Number or Incorporation
by Reference to

(3) Articles of Incorporation and By-Laws.
(3.1)    Articles of Incorporation Exhibit 3.1 to Form S-1
of The Buckle, Inc. as amended No. 33-46294
(3.1.1)   Amendment to the Articles of
Incorporation of The Buckle, Inc.
(3.2) By-Laws of The Buckle, Inc. Exhibit 3.2 to Form S-1

No. 33-46294
(4) Instruments defining the rights of security

holders, including indentures
(4.1) See Exhibits 3.1 and 3.2 for
provisions
of the Articles of Incorporation and
By-laws of the Registrant defining rights
of holders of Common Stock of the
registrant

(4.2) Form of stock certificate for
Common Stock

Exhibit 4.1 to Form S-1

No. 33-46294
(9) Not applicable

(10) Material Contracts
  (10.1)   Acknowledgment for Dennis H.
Nelson
dated March 22, 2010 (*)

  (10.2)   Acknowledgment for Karen B.
Rhoads
dated March 22, 2010 (*)

  (10.3)   Acknowledgment for Brett P.
Milkie
dated March 22, 2010 (*)

   (10.4)   Acknowledgment for Patricia K.
Whisler
dated March 22, 2010 (*)

  (10.5)   Acknowledgment for Kari G.
Smith
dated March 22, 2010 (*)

  (10.6)    Cash or Deferred Profit Sharing
Plan

Exhibit 10.10 to Form
S-1
No. 33-46294
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(10.6.1)   Non-Qualified Deferred
Compensation Plan

  (10.7)            Revolving Line of Credit
Note and Second
Amendment to Credit Agreement, dated
July 31, 2009 between The Buckle, Inc.
and
Wells Fargo Bank, N.A. for a $17.5
million
line of credit

Exhibit 10.7 to Form
10-K
filed for the fiscal year
ended
January 30, 2010

  (10.8)   1993 Director Stock Option Plan Exhibit B to Proxy
Statement

Amended and Restated (*) for Annual Meeting held
June 2, 2006

  (10.9)   1997 Executive Stock Option
Plan (*)

Exhibit B to Proxy
Statement
for Annual Meeting held
May 28, 1998

(10.10)   1998 Restricted Stock Plan (*) Exhibit C to Proxy
Statement
for Annual Meeting held
May 28, 1998
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(10.11) 2005 Restricted Stock Plan (*) Exhibit B to Proxy Statement
for Annual Meeting held
June 2, 2005

(10.12) 2008 Management Incentive Plan (*) Exhibit A to Proxy Statement
for Annual Meeting held
May 28, 2008

(10.13) 2008 Director Restricted Stock Plan (*) Exhibit B to Proxy Statement
For Annual Meeting held
May 28, 2008

(10.14) 2009 Management Incentive Plan (*) Exhibit A to Proxy Statement
for Annual Meeting held
May 29, 2009

(11) Not applicable

(12) Not applicable

(13) Not applicable

(14) Not applicable

(16) Not applicable

(18) Not applicable

(19) Not applicable

(21) Not applicable

(22) Not applicable

(23) Consent of Deloitte & Touche LLP

(25) Not applicable

(28) Not applicable

(31a) Certification Pursuant to Rule 13a-14(a) or 15d-14(a)
Under the Securities Exchange Act of 1934, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

(31b) Certification Pursuant to Rule 13a-14(a) or 15d-14(a)
Under the Securities Exchange Act of 1934, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

(32) Certifications Pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.
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(*) Denotes management contract or compensatory plan or arrangement.
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