
April 25, 2002

To Our Shareholders:

On behalf of the Board of Directors and management of Krispy Kreme Doughnuts, Inc., I cordially invite
you to the Annual Meeting of Shareholders to be held on Wednesday, June 5, 2002, at 9:00 AM, Eastern
Time, at the Adams Mark Winston Plaza Hotel, 425 N. Cherry Street, Winston-Salem, North Carolina. Your
Board of Directors and management look forward to personally greeting those shareholders able to attend.

Details of business to be conducted at the Annual Meeting are provided in the enclosed Notice of Annual
Meeting of Shareholders and Proxy Statement. Also enclosed for your information is a copy of our 2002
Annual Report to Shareholders, which contains Ñnancial statements and other important information about
our business.

It is important that your shares are represented at the meeting whether or not you plan to attend.
Accordingly, we request your cooperation by signing, dating and mailing the enclosed proxy card, voting by
telephone or voting by using the Internet as soon as possible to ensure your representation at the Annual
Meeting. If you do attend the meeting and wish to vote in person, you may revoke your proxy at any time.

Sincerely,

SCOTT A. LIVENGOOD
Chairman of the Board, President and
Chief Executive OÇcer



KRISPY KREME DOUGHNUTS, INC.
370 Knollwood Street

Winston-Salem, North Carolina 27103

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD JUNE 5, 2002

To the Shareholders of
Krispy Kreme Doughnuts, Inc.:

Notice is hereby given that the Annual Meeting of Shareholders of Krispy Kreme Doughnuts, Inc. will be
held at 9:00 AM, Eastern Time, on Wednesday, June 5, 2002, at the Adams Mark Winston Plaza Hotel,
425 N. Cherry Street, Winston-Salem, North Carolina for the following purposes:

1. To elect four directors, all of whose terms will expire in 2005;

2. To approve an amendment to our articles of incorporation increasing the number of authorized
shares of common stock from 100,000,000 shares to 300,000,000 shares;

3. To approve amendments to our 2000 Stock Incentive Plan increasing the number of shares of
common stock issuable over the term of the plan by 5,500,000 shares to 9,996,000 shares in the aggregate;

4. To consider and act upon a proposal to ratify the appointment, by the Board of Directors, of
PricewaterhouseCoopers LLP as our independent accountants; and

5. To consider such other matters as may properly come before the meeting and any adjournment or
postponement thereof.

Only shareholders of record as of April 8, 2002 are entitled to notice of and to vote at the Annual Meeting
and any adjournment or postponement thereof.

A Proxy Statement and a proxy solicited by the Board of Directors are enclosed herewith. Please sign,
date and return the proxy card in the enclosed business reply envelope, vote by telephone or vote by using the
Internet as soon as possible to ensure your representation at the annual meeting. If you attend the meeting you
may, if you wish, withdraw your proxy and vote in person.

BY ORDER OF THE BOARD OF DIRECTORS,

RANDY S. CASSTEVENS
Secretary

April 25, 2002

Whether or not you expect to be present at the Annual Meeting, please complete, date, sign and return the
enclosed proxy card in the enclosed postage-paid business reply envelope, vote by telephone or vote by using
the Internet as soon as possible. The proxy may be revoked at any time prior to exercise, and if you are
present at the Annual Meeting, you may, if you wish, revoke your proxy at that time and exercise the right to
vote your shares personally.



PROXY STATEMENT
Dated April 25, 2002

For the Annual Meeting of Shareholders
To be Held June 5, 2002

This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of Directors
of Krispy Kreme Doughnuts, Inc. for use at Krispy Kreme's 2002 Annual Meeting of Shareholders to be held
on Wednesday, June 5, 2002, including any postponement, adjournment or adjournments thereof, for the
purposes set forth in the accompanying Notice of Annual Meeting. Management intends to mail this Proxy
Statement and the accompanying proxy to shareholders on or about April 25, 2002.

Only shareholders of record at the close of business on April 8, 2002 (the ""Record Date'') are entitled to
notice of and to vote in person or by proxy at the Annual Meeting. As of the Record Date, there were
54,399,707 shares of common stock, no par value, of Krispy Kreme outstanding and entitled to vote at the
Annual Meeting. The presence of a majority of such shares is required, in person or by proxy, to constitute a
quorum for the conduct of business at the Annual Meeting. Each share is entitled to one vote on any matter
submitted for vote by the shareholders.

For shares registered directly in the name of the shareholder. Shareholders with shares registered
directly in their name in our stock records maintained by our transfer agent can vote by mail, by telephone or
by using the Internet as described below.

‚ You can vote by mail. If you choose to vote by mail, simply mark your proxy card, date and sign it,
and return it in the postage-paid envelope provided.

‚ You can vote by telephone. You can vote by calling the toll-free telephone number noted on your
proxy card. Telephone voting is available 24 hours a day and will be accessible until 11:59 p.m. Eastern
Time on June 4, 2002. Easy-to-follow voice prompts allow you to vote your shares and conÑrm that
your instructions have been properly recorded. Our telephone voting procedures are designed to
authenticate shareholders by using individual control numbers. If you vote by telephone, you do not
need to return your proxy card.

‚ You can vote by using the Internet. You also can choose to vote by using the Internet. The address of
the web site for Internet voting is www.proxyvoting.com/kkd. Internet voting is available 24 hours a
day and will be accessible until 11:59 p.m. Eastern Time on June 4, 2002. As with telephone voting,
you can conÑrm that your instructions have been properly recorded. If you vote by using the Internet,
you do not need to return your proxy card.

For shares registered in the name of a bank or brokerage Ñrm. If you hold shares of our common stock
through a bank or brokerage Ñrm, please refer to your proxy card or the information forwarded by your bank or
brokerage Ñrm to see which options are available to you. A number of banks and brokerage Ñrms are
participating in a program provided through ADP Investor Communication Services that also oÅers telephone
and Internet voting options, although this program is diÅerent than the program provided for shares registered
directly in the name of the shareholder. Votes submitted by telephone or by using the Internet through the
ADP Investor Communication Services program must be received by 11:59 p.m. Eastern Time on June 4,
2002.

The method you use to vote will not limit your right to vote at the Annual Meeting if you decide to attend
in person. Written ballots will be passed out to anyone who wants to vote at the Annual Meeting. If you hold
your shares in ""street name,'' you must obtain a proxy, executed in your favor, from the record holder to be
able to vote in person at the Annual Meeting.
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You may revoke your proxy and change your vote at any time prior to the voting of the proxy. You may
do this by sending written notice of revocation to our Corporate Secretary at 370 Knollwood Street, Winston-
Salem, North Carolina 27103, submitting a subsequent proxy by mail, telephone or Internet with a later date
or voting in person at the Annual Meeting. Attendance at the meeting will not by itself revoke a proxy.

Proxies that are executed, but do not contain any speciÑc instructions, will be voted ""FOR'' the election
of all the nominees for directors speciÑed herein, ""FOR'' the approval of an amendment to our articles of
incorporation increasing the number of authorized shares of common stock from 100,000,000 to 300,000,000
shares, ""FOR'' the approval of amendments to our 2000 Stock Incentive Plan increasing the number of shares
of common stock issuable over the term of the plan by 5,500,000 shares to 9,996,000 shares and ""FOR'' the
ratiÑcation of the appointment of PricewaterhouseCoopers LLP as Krispy Kreme's independent accountants.
Each nominee for director has indicated that he will serve if elected, but if the situation should arise that any
nominee is no longer able or willing to serve, the proxy may be voted for the election of such other person as
may be designated by the Board of Directors. The persons appointed as proxies will vote in their discretion on
any other matter that may properly come before the Annual Meeting or any postponement, adjournment or
adjournments thereof, including any vote to postpone or adjourn the Annual Meeting.

A copy of our 2002 Annual Report to Shareholders is being furnished herewith to each shareholder of
record as of the close of business on the Record Date.

Quorum and Voting Requirements

The holders of a majority of the shares entitled to vote on the Record Date, represented in person or by
proxy, shall constitute a quorum for the purpose of transacting business at the Annual Meeting. Each
outstanding share shall be entitled to one vote on each matter submitted to a vote at the Annual Meeting. In
the election of directors, those nominees receiving the greatest number of votes at the Annual Meeting,
assuming a quorum is present, shall be deemed elected, even though such nominees may not receive a
majority. For the approval of the amendment to our articles of incorporation, the approval of amendments to
our 2000 Stock Incentive Plan and the ratiÑcation of the appointment of Krispy Kreme's independent
accountants and any other business at the Annual Meeting, the vote of a majority of the shares voted on the
matter, assuming a quorum is present, shall be the act of the shareholders on each such matter, unless the vote
of a greater number is required by law. In counting the votes cast, only those cast ""FOR'' and ""AGAINST'' a
matter are included, although you cannot vote ""against'' a nominee for director. An abstention and a ""broker
non-vote'' are counted only for purposes of determining the presence of a quorum at the Annual Meeting.
""Broker non-votes'' are votes that brokers holding shares of record for their customers (i.e., in ""street name'')
are not permitted to cast under applicable regulations because the brokers have not received clear voting
instructions from their customers.
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VOTING SECURITIES AND PRINCIPAL SHAREHOLDERS

The following table sets forth the information concerning the beneÑcial ownership of the common stock
of Krispy Kreme, which is our only class of voting stock, on April 8, 2002, by:

‚ each person known to Krispy Kreme to beneÑcially own more than 5% of the common stock;

‚ each director, including directors nominated for re-election, the Chief Executive OÇcer and the four
other most highly compensated executive oÇcers; and

‚ all of Krispy Kreme's directors and executive oÇcers as a group.

BeneÑcial ownership is determined under the rules of the Securities and Exchange Commission, or SEC.
These rules deem common stock subject to options currently exercisable, or exercisable within 60 days, to be
outstanding for purposes of computing the percentage ownership of the person holding the options or of a
group of which the person is a member, but they do not deem such stock to be outstanding for purposes of
computing the percentage ownership of any other person or group. To our knowledge, except under applicable
community property laws or as otherwise indicated, the persons named in the table have sole voting and sole
investment control with regard to all shares beneÑcially owned. The applicable percentage ownership for each
shareholder is based on 54,399,707 shares of common stock outstanding as of April 8, 2002. Unless otherwise
speciÑed, the address for each of our directors and oÇcers named below is c/o Krispy Kreme Doughnuts, Inc.,
370 Knollwood Street, Winston-Salem, NC 27103.

Percentage
Number of Shares BeneÑcially

BeneÑcial Owner BeneÑcially Owned Owned

J. Paul Breitbach(1) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 751,496 1.4%
Randy S. Casstevens(2) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 165,182 *
Frank E. Guthrie(3) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 869,920 1.6
Mary Davis Holt(4) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 52,000 *
Scott A. Livengood(5) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,379,231 2.5
William T. Lynch, Jr.(6) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 206,800 *
John N. McAleer(7)(15)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3,991,409 7.3
Joseph A. McAleer, Jr.(8) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,475,224 4.5
Robert L. McCoy(9)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,284,520 4.2
James H. Morgan(10) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 56,000 *
Steven D. Smith(11)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 979,120 1.8
Robert L. Strickland(12) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 248,000 *
John W. Tate(13) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 62,000 *
Togo D. West, Jr.(14) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 54,000 *
Jubilee Investments Limited Partnership(15) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3,157,452 5.8
All directors and executive oÇcers as a group (14 persons) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 13,574,902 23.9

* Less than one percent.

(1) Includes (a) 2,817 shares held by a tax-qualiÑed trust pursuant to the Krispy Kreme ProÑt-Sharing

Stock Ownership Plan; (b) 5,844 shares held under the Krispy Kreme NonqualiÑed Stock Ownership

Plan; and (c) 200,000 shares issuable upon the exercise of currently exercisable stock options.

(2) Includes (a) 2,817 shares held by a tax-qualiÑed trust pursuant to the Krispy Kreme ProÑt-Sharing

Stock Ownership Plan; (b) 1,106 shares held under the Krispy Kreme NonqualiÑed Stock Ownership

Plan; and (c) 80,000 shares issuable upon the exercise of currently exercisable stock options.

(3) Includes (a) 528,000 shares owned by Mr. Guthrie indirectly through his ownership of all of the

outstanding voting shares of Augusta Doughnut Company; (b) 179,920 shares, and 156,000 shares

issuable upon the exercise of currently exercisable stock options, owned by Mr. Guthrie indirectly

through his ownership of all of the outstanding shares of the general partner of Frank E. Guthrie
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Enterprises, LLLP; and (c) 6,000 shares owned by Frank D. Guthrie, Mr. Guthrie's father, over which

Mr. Guthrie has a general power of attorney.

(4) Consists of 52,000 shares issuable upon the exercise of currently exercisable options.

(5) Includes (a) 2,817 shares held by a tax-qualiÑed trust pursuant to the Krispy Kreme ProÑt-Sharing

Stock Ownership Plan; (b) 9,506 shares held under the Krispy Kreme NonqualiÑed Stock Ownership

Plan; (c) 600 shares owned by Matthew Scott Livengood, Mr. Livengood's son; and (d) 971,198 shares

issuable upon the exercise of currently exercisable stock options (447,133 of which are subject to the

terms of a divorce settlement agreement).

(6) Includes (a) 800 shares owned by Molly C. Lynch, Mr. Lynch's daughter, of which Mr. Lynch

disclaims beneÑcial ownership; and (b) 156,000 shares issuable upon the exercise of currently

exercisable stock options.

(7) Includes (a) 3,157,452 shares held by Jubilee Investments Limited Partnership described in note

(15) below, of which Mr. McAleer is one of six general partners; (b) 4,000 shares held by Jennifer A.

McAleer, Mr. McAleer's daughter; (c) 4,000 shares held by Lauren E. McAleer, Mr. McAleer's

daughter; (d) 4,000 shares held by Alexander B. McAleer, Mr. McAleer's son; (e) 2,817 shares held by

a tax-qualiÑed trust pursuant to the Krispy Kreme ProÑt-Sharing Stock Ownership Plan; (f) 4,526

shares held under the Krispy Kreme NonqualiÑed Stock Ownership Plan; and (g) 200,000 shares

issuable upon the exercise of currently exercisable stock options.

(8) Includes (a) 5,300 shares held by the Joseph A. McAleer Senior Trust; (b) 2,000 shares held in

Mr. McAleer's IRA account; and (c) 156,000 shares issuable upon the exercise of currently exercisable

options.

(9) Includes (a) 1,114,800 shares held by the B.L. McCoy, Jr. Revocable Trust, a trust of which Carolyn

McCoy, Robert L. McCoy and Bonnie Silvey Vandegrift are co-trustees; (b) 340,000 shares owned by

Mr. McCoy indirectly through his ownership of R&P Six Limited Partnership; (c) 156,000 shares

owned by Mr. McCoy indirectly through his ownership of R&P 6 Investment Corp.; (d) 37,200 shares

held by the William Robert McCoy Trust established under the Florida Uniform Trust for Minors Act,

a trust of which Mr. McCoy is the sole custodian; (e) 37,600 shares held by the Julie Ann McCoy Trust

established under the Florida Uniform Trust for Minors Act, a trust of which Mr. McCoy is the sole

custodian; (f) 36,400 shares held by the Robert Bailey McCoy Trust established under the Florida

Uniform Trust for Minors Act, a trust of which Mr. McCoy is the sole custodian; (g) 36,400 shares held

by the Sarah Elizabeth McCoy Trust established under the Florida Uniform Trust for Minors Act, a

trust of which Mr. McCoy is the sole custodian; (h) 36,400 shares held by the Lisa Michelle McCoy

Trust established under the Florida Uniform Trust for Minors Act, a trust of which Mr. McCoy is the

sole custodian; (i) 36,400 shares held by the Michael Phillip McCoy Trust established under the Florida

Uniform Trust for Minors Act, a trust of which Mr. McCoy is the sole custodian; (j) 401,840 shares

held by the Robert L. McCoy Revocable Trust; and (k) 50,800 shares held by the Patricia B. McCoy

Revocable Trust.

(10) Consists of (a) 4,000 shares owned beneÑcially by Margaret O. Morgan, Mr. Morgan's spouse; and

(b) 52,000 shares issuable upon the exercise of currently exercisable stock options.

(11) Includes (a) 133,280 shares owned beneÑcially by Connie Sue Smith, Mr. Smith's spouse; and

(b) 156,000 shares issuable upon the exercise of currently exercisable stock options.

(12) Includes (a) 80,000 shares held by the Robert Louis Strickland Revocable Living Trust, a trust of

which Mr. Strickland is the sole trustee; (b) 12,000 shares held by Mr. Strickland's spouse; and

(c) 156,000 shares issuable upon the exercise of currently exercisable stock options.

(13) Includes 60,000 shares issuable upon the exercise of currently exercisable stock options.

(14) Includes 52,000 shares issuable upon the exercise of currently exercisable stock options.

(15) Jubilee Investments Limited Partnership, formerly McAleer Investments Limited Partnership, is a

partnership established by members of the McAleer family, including John N. McAleer as described in

4



note (7) above, to hold shares of Krispy Kreme common stock. The other general partners of Jubilee

Investments Limited Partnership are Jeanne Sanderford, Shannon M. Silvernail, Sandra M.

Middlebrooks, Elizabeth Tillman and Patricia Dorgan. While none of the general partners has the sole

power to dispose of or vote the shares owned by the limited partnership, each of them, including John N.

McAleer, may be deemed to have shared dispositive and voting power. In addition to the 3,157,452

shares held by Jubilee Investments Limited Partnership, the general partners beneÑcially own, directly

or indirectly, the following number of shares of our common stock: John N. McAleer Ì 833,957 shares;

Jeanne Sanderford Ì 469,504 shares; Shannon M. Silvernail Ì 568,424 shares; Sandra M. Mid-

dlebrooks Ì 497,724 shares; Elizabeth Tillman Ì 543,704 shares; and Patricia Dorgan Ì 525,434

shares. The address for Jubilee Investments Limited Partnership is 435 Westover Avenue, Winston-

Salem, NC 27104.
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ELECTION OF DIRECTORS
(Item Number 1 on the Proxy Card)

Composition of the Board of Directors

Our bylaws provide that the Board of Directors shall consist of not less than nine nor more than Ñfteen
directors, with the exact number being set from time to time by the Board of Directors. Our Board of
Directors presently consists of eleven directors, Ñve of whom are independent directors. The Board of
Directors is divided into three classes of directors. The term of each director in Class III expires this year, the
term of each director in Class I expires in 2003 and the term of each Class II director expires in 2004. Upon
the expiration of the terms for each class of directors, the directors of such class, if reelected, will serve for a
term of three years.

Future Appointments

We currently intend, following our annual meeting of shareholders, to increase the size of our Board of
Directors to thirteen members and to appoint two additional independent directors.

Recommendation of the Board of Directors

The Board of Directors recommends a vote ""FOR'' the nominees for director listed below for election to
the Board of Directors.

Nomination of Class III Directors

All of the nominees for director are current Class III directors who are being nominated for reelection. If
reelected, their terms will expire in 2005. The nominees for reelection as Class III directors are John N.
McAleer, Robert L. Strickland, William T. Lynch and James H. Morgan.

About the Nominees

The following information as of April 8, 2002 has been furnished by the nominees for director.

Name (Age) Information About the Nominees

Nominees for Class III Directors
Whose Terms Will Expire in 2005

John N. McAleer (43) ÏÏÏÏÏÏÏÏÏÏÏÏ John N. McAleer has been employed by Krispy Kreme since
1981. Mr. McAleer has served as Executive Vice President,
Concept Development and as Vice Chairman of the Board of
Directors since October 1999. He has also served as Executive
Vice President, Brand Development from March 1998 until
October 1999, Executive Vice President, Marketing from August
1992 until March 1998 and as Senior Vice President, Marketing,
Real Estate and Construction from September 1990 until August
1992. Mr. McAleer has served as a director since September 1990
and served as Chairman of the Board of Directors from February
1998 until October 1999. Mr. McAleer is the brother of
Mr. Joseph A. McAleer, Jr., another member of the Board of
Directors.

Robert L. Strickland (71) ÏÏÏÏÏÏÏÏÏÏ Robert L. Strickland has been a director since November 1998.
Mr. Strickland retired as Chairman of the Board of Directors of
Lowe's Companies, Inc., a home improvement retailer, in January
1998, after 41 years of service, and is now Chairman Emeritus.
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Name (Age) Information About the Nominees

William T. Lynch (59) ÏÏÏÏÏÏÏÏÏÏÏÏ William T. Lynch, Jr. has been a director since November 1998.
He has served as President and Chief Executive OÇcer of Liam
Holdings LLC, a marketing and capital management Ñrm, since
April 1997. Mr. Lynch retired as President and Chief Executive
OÇcer of Leo Burnett Co. in March 1997 after serving with that
advertising agency for 31 years.

James H. Morgan (54) ÏÏÏÏÏÏÏÏÏÏÏÏ James H. Morgan has been a director since July 2000.
Mr. Morgan has served as Chairman of The Morgan Crossroads
Fund since April 2001. Prior to that time, Mr. Morgan served as
a consultant for Wachovia Securities, Inc., a securities and
investment banking Ñrm, since January 2000. From April 1999
through December 1999, Mr. Morgan was employed as Chairman
and Chief Executive OÇcer of Wachovia Securities, Inc.
Mr. Morgan was employed by Interstate/Johnson Lane from 1990
to 1999 in various capacities, including as Chairman and Chief
Executive OÇcer, and led the transition during the merger of
Interstate/Johnson Lane and Wachovia Securities in 1999.

About the Continuing Directors

The following information as of April 8, 2002 has been furnished by the continuing directors who are not
up for election at this Annual Meeting.

Name (Age) Information About the Continuing Directors

Class I Directors Whose Terms Will
Expire in 2003

Frank E. Guthrie (63) ÏÏÏÏÏÏÏÏÏÏÏÏ Frank E. Guthrie has been a director since February 1994.
Mr. Guthrie has been President of Magic City Doughnuts
Corporation, our Orlando area franchisee, since 1998, and co-owns
that company with another one of our directors, Mr. McCoy. He
has also been President and owner of Classic City Doughnuts
Corp., our Athens, Georgia franchisee, since 1992. Additionally, he
has been employed by Augusta Doughnut Company, our Augusta,
Georgia franchisee, in various capacities since 1961, and he is
currently its President and majority owner.

Mary Davis Holt (51) ÏÏÏÏÏÏÏÏÏÏÏÏ Mary Davis Holt has been a director since July 2000. Ms. Holt
has been with Time Inc. for 29 years where she has held the
positions of Chief Operations OÇcer of Time Life Inc., a direct-
marketing media company, since 1992 and Senior Executive Vice
President of Time Life since 1999. Ms. Holt was employed by
Time Life as Chief Operating OÇcer and Executive Vice
President of Time-Life Kids and Time-Life Education from 1996
to 1999, and as President of Time Life Books from 1991 to 1992.

Robert L. McCoy (52) ÏÏÏÏÏÏÏÏÏÏÏ Robert L. McCoy has been a director since February 1994.
Mr. McCoy has been President and majority owner of Gulf Florida
Doughnut Corp., our Tampa, Florida franchisee, since November
1983, and he is Vice President and co-owner of Magic City
Doughnuts with Mr. Guthrie.

7



Name (Age) Information About the Continuing Directors

Togo D. West, Jr. (59) ÏÏÏÏÏÏÏÏÏÏÏ Togo D. West, Jr. has been a director since July 2000. Mr. West
served as Secretary of Veterans AÅairs and a member of President
Clinton's Cabinet from 1998 to 2000. He served as Secretary of
the Army from 1993 to 1998. Mr. West is an attorney who has
practiced with the law Ñrm of Covington & Burling in Washington,
D.C. and has been a partner of Patterson, Belknap, Webb & Tyler.
He has been General Counsel of the Department of Defense,
General Counsel of the Department of the Navy and has served
with the U.S. Department of Justice. Prior to his most recent
government service, Mr. West was Senior Vice President for
Government AÅairs for the Northrop Corporation, an aerospace
and defense systems company.

Class II Directors Whose Terms Will
Expire in 2004

Scott A. Livengood (49) ÏÏÏÏÏÏÏÏÏÏ Scott A. Livengood has been employed by Krispy Kreme since
1977. He was appointed Chairman of the Board of Directors in
October 1999. He has served as Chief Executive OÇcer since
February 1998 and as President since August 1992. From August
1992 to January 1998, Mr. Livengood was also Chief Operating
OÇcer. He has served as a director since February 1994.

Joseph A. McAleer, Jr. (52)ÏÏÏÏÏÏÏ Joseph A. McAleer, Jr. has been a director since May 1988.
Mr. McAleer served as Chairman of the Board of Directors from
September 1995 until his retirement from Krispy Kreme in
January 1998. He also served as Chief Executive OÇcer from
August 1992 to January 1998 and as President and Chief
Operating OÇcer from May 1988 until August 1992. Mr. McAleer
is a co-owner with Mr. Smith, another one of our directors, of
Dallas Doughnuts, our Dallas/Fort Worth franchisee. Mr. McAleer
is also manager and owner of Mackk LLC, our Mobile, Alabama
franchisee. Mr. McAleer is the brother of John N. McAleer, Vice
Chairman of our Board of Directors.

Steven D. Smith (49) Steven D. Smith has been a director since April 1991. Since April
1997, Mr. Smith has been President, and a co-owner with
Mr. Joseph A. McAleer, Jr., of Dallas Doughnuts. He has also
been President and majority owner of Dale's Doughnut Corp., our
Tallahassee and Panama City, Florida franchisee, since 1985 and
Dale's Doughnuts of Dothan, Inc., our Dothan, Alabama
franchisee, since 1991. He has also been the Chief Executive
OÇcer and owner of Smiths Doughnuts, Inc., our Tuscaloosa,
Alabama franchisee, since 1994.

Meetings and Committees of the Board of Directors

The Board of Directors meets on a regular basis to supervise, review and direct Krispy Kreme's business
and aÅairs. During our Ñscal year ended February 3, 2002, the Board of Directors held eight meetings. The
Board of Directors has established an Audit Committee and a Compensation Committee to which it has
assigned certain responsibilities in connection with the governance and management of Krispy Kreme's aÅairs.

Audit Committee. The Audit Committee's primary duties and responsibilities are to monitor the
integrity of Krispy Kreme's Ñnancial reporting process and internal controls, monitor the independence and
performance of our independent accountants and internal auditors and to provide an avenue of communication
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among our independent accountants, management, internal auditors and the Board of Directors. As part of
these responsibilities, the Audit Committee annually recommends to the Board of Directors the appointment
of Krispy Kreme's independent accountants and approves all fees and other signiÑcant compensation paid to
them. William T. Lynch, Jr., Mary Davis Holt and James H. Morgan are the members of the Audit
Committee. The Audit Committee held six meetings during Ñscal 2002. See ""Report of the Audit
Committee.''

Compensation Committee. The Compensation Committee reviews and approves the compensation and
beneÑts for our executive oÇcers, other than our Chief Executive OÇcer, and the employee beneÑt plans for
all other employees. With respect to our Chief Executive OÇcer, it makes a recommendation to our Board of
Directors. Robert L. Strickland, Robert L. McCoy, Joseph A. McAleer, Jr. and Togo D. West, Jr. are the
members of the Compensation Committee. The Compensation Committee held six meetings during Ñscal
2002. See ""Report of the Compensation Committee on Executive Compensation.''

During Ñscal 2002, each of our directors attended at least 75% of the aggregate meetings of the Board of
Directors and committees on which they served.

Directors' Compensation

We compensate each director who is not an employee with an annual fee of $18,800, which we pay
quarterly. Non-employee directors also receive additional fees of $300 per quarter for miscellaneous expenses
and approximately $200 monthly for insurance coverage for themselves and their spouses. In addition to these
fees, we reimburse each director for travel and other related expenses incurred in attending meetings of the
Board of Directors.

In Ñscal 1999, we granted nonqualiÑed stock options for 156,000 shares to each of Messrs. Frank E.
Guthrie, William T. Lynch, Jr., Joseph A. McAleer, Jr., Robert L. McCoy, Robert J. Simmons, Steven D.
Smith and Robert L. Strickland under Krispy Kreme's 1998 Stock Option Plan. These options vest ratably
over a three-year period commencing on the grant date and have an exercise price of $1.30 per share. In Ñscal
2001, we granted nonqualiÑed stock options for 156,000 shares to each of Ms. Holt and Messrs. Morgan and
West under Krispy Kreme's 2000 Stock Incentive Plan. These options vest ratably over a three year period
commencing on the grant date and have an exercise price of $14.77 per share. In Ñscal 2002, we granted
options for 7,500 shares to each of our non-employee directors (or options for 8,600 shares for non-employee
directors who chose to receive additional options in lieu of their cash fee). These options vest ratably over a
four-year period commencing the date of grant and have an exercise price of $31.19 per share. Options for
936,000 shares are currently exercisable.

EXECUTIVE OFFICERS

The following information as of April 8, 2002 has been furnished by the executive oÇcers who are not
serving as directors.

Name (Age) Information About the Executive OÇcers

J. Paul Breitbach (64) ÏÏÏÏÏ J. Paul Breitbach has been employed by Krispy Kreme since November
1992. Mr. Breitbach is currently transitioning into his new responsibilities
with Krispy Kreme relating to charitable giving and other special projects,
and will no longer have day-to-day responsibilities in Krispy Kreme's
management. Mr. Breitbach served as Executive Vice President and Chief
Financial OÇcer through October 2000 and continued to serve as
Executive Vice President until February 2002. From 1973 to November
1992, Mr. Breitbach was a partner at the accounting Ñrm of Price
Waterhouse, and from 1983 to 1992, was managing partner of that Ñrm's
Winston-Salem, North Carolina oÇce. From 1987 to 1992, he was also
group managing partner for all Price Waterhouse oÇces in North Carolina
and South Carolina. Mr. Breitbach is a certiÑed public accountant.
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Name (Age) Information About the Executive OÇcers

Randy S. Casstevens (36) ÏÏ Randy S. Casstevens has been employed by Krispy Kreme since 1993.
Mr. Casstevens was appointed Chief Financial OÇcer in January 2002.
Prior to that time, Mr. Casstevens served as Senior Vice President,
Corporate Finance, from April 1998. Mr. Casstevens has also served as
Secretary since November 1995 and as Treasurer since August 2000. Prior
to joining Krispy Kreme, Mr. Casstevens was employed by Price
Waterhouse from 1987 to 1993. Mr. Casstevens is a certiÑed public
accountant.

John W. Tate (51) ÏÏÏÏÏÏÏÏ John W. Tate has served as Krispy Kreme's Chief Operating OÇcer since
January 2002. Mr. Tate began his employment with Krispy Kreme as
Chief Financial OÇcer and President of Krispy Kreme Manufacturing and
Distribution (""KKM&D'') in October 2000. Prior to joining Krispy
Kreme, Mr. Tate served as Senior Vice President and Chief Financial
OÇcer of Williams-Sonoma, Inc., a home furnishings lifestyle retailer,
since July 1999. From November 1997 until July 1999, Mr. Tate served as
Corporate Chief Financial OÇcer for Dole Food Company Inc. He also
served from January 1993 to November 1997, in two Senior Vice
President, Chief Financial OÇcer positions for Dole in Europe and
Northern California. Mr. Tate held a variety of Ñnancial and general
management positions with Ryder System Inc. from May 1986 until
December 1992.

APPROVAL OF AN AMENDMENT TO OUR
ARTICLES OF INCORPORATION
(Item Number 2 on the Proxy Card)

Under our articles of incorporation, as currently amended, we are authorized to issue up to 100,000,000
shares of common stock. In March 2002, our Board of Directors approved an amendment to our articles of
incorporation that increases the maximum number of authorized shares by 200,000,000 shares to a total of
300,000,000 shares, subject to approval by our shareholders. As of April 8, 2002, we had 54,399,707 shares of
common stock issued and 15,984,961 shares of common stock underlying outstanding options or reserved for
future issuance under all of our equity incentive and stock purchase plans.

The purpose of the amendment is to provide suÇcient shares for general corporate purposes, including
stock splits, stock dividends, other recapitalizations, acquisitions, equity Ñnancings, grants or equity awards
and other corporate transactions.

Except in connection with reserved shares under our equity incentive and stock purchase plans and for
shares which we may issue in connection with our previously announced proposed acquisition of our Akron,
Ohio and Cleveland, Ohio franchises, we do not have any commitments or understandings that would require
the issuance of additional shares of common stock. We do not require any of these additional authorized
shares to complete the acquisition of our Akron, Ohio and Cleveland, Ohio franchises or to provide reserved
shares under our equity incentive and stock purchase plans, including following approval of the amendments to
our 2000 Stock Incentive Plan for which we are seeking shareholder approval at the Annual Meeting. We
periodically evaluate the issuance of additional shares in connection with stock splits. We have a history of
stock splits, having declared two-for-one stock splits in March 2001 and June 2001. In deciding whether to
eÅect a stock split, our Board of Directors considers a number of factors, including general market conditions.
We have determined that securing shareholder approval of 200,000,000 additional authorized shares of
common stock would provide us with the Öexibility to consider a combination of possible actions, including
stock splits and acquisitions, that would require the issuance of additional shares of common stock.

Once authorized, the additional shares of common stock may be issued with approval of our Board of
Directors but without further approval of our shareholders unless shareholder approval is required by
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applicable law, rule or regulation. Accordingly, this solicitation may be the only opportunity for shareholders
to approve such stock splits, stock dividends, recapitalizations, acquisitions and other corporate transactions.

Under our articles of incorporation, our shareholders do not have preemptive rights with respect to
common stock and their interests could be diluted by the issuance of additional shares. Pursuant to our
shareholder rights plan, rights to purchase preferred stock will accompany additional shares issued as a result
of the approval of this proposal.

This proposal could, under certain circumstances, have an anti-takeover eÅect, although that is not its
intention. For example, if we were the subject of a hostile takeover attempt, we could try to impede the
takeover by issuing shares of common stock, thereby diluting the voting power of the other outstanding shares
and increasing the potential cost of the takeover. Our Board of Directors is not aware of any attempt or plan to
acquire control of our company, and this proposal is not being presented as an anti-takeover device.

Shareholder approval of this proposal is required under North Carolina law. Approval of the amendment
to our articles of incorporation increasing the number of authorized shares of common stock by 200,000,000
shares requires the aÇrmative vote of the holders of a majority of the shares of common stock voting thereon.
In the event our shareholders vote in favor of this proposal, we intend to amend our articles of incorporation
shortly thereafter to provide for the increase in our authorized common stock. If the shareholders do not
approve the amendment, then the number of authorized shares of Krispy Kreme common stock will remain at
100,000,000 shares.

Recommendation of the Board of Directors

The Board of Directors, which unanimously approved the amendment to our articles of incorporation,
recommends a vote ""FOR'' this proposal to amend our articles of incorporation to increase the number of
authorized shares of our common stock from 100,000,000 shares to 300,000,000 shares.

APPROVAL OF AMENDMENTS TO OUR 2000 STOCK INCENTIVE PLAN
(Item Number 3 on the Proxy Card)

The Board of Directors has adopted, subject to shareholder approval, amendments to our 2000 Stock
Incentive Plan to increase the number of shares of common stock issuable under the plan by 5,500,000 shares
to 9,996,000 shares in the aggregate.

The following description of the material features of the 2000 Stock Incentive Plan is a summary and is
qualiÑed in its entirety by reference to the 2000 Stock Incentive Plan. We will provide promptly, upon request
and without charge, a copy of the full text of the 2000 Stock Incentive Plan to each person to whom this proxy
statement is delivered. The 2000 Stock Incentive Plan is not subject to the provisions of the Employee
Retirement Income Security Act of 1974.

Eligibility

Employees, non-employee directors and independent consultants and advisors of Krispy Kreme and its
subsidiaries may be granted awards under the 2000 Stock Incentive Plan. Awards are generally made at the
discretion of the Compensation Committee of the Board of Directors.

Description of Awards

General. Awards granted under the 2000 Stock Incentive Plan may be ""incentive stock options''
(""ISOs''), as deÑned in Section 422 of the Internal Revenue Code of 1986, as amended (the ""Code''),
""nonqualiÑed stock options'' (""NQSOs''), stock appreciation rights (""SARs''), performance units, restricted
stock (or units) and share awards.

The Compensation Committee of the Board of Directors (or a subcommittee thereof) (the ""Commit-
tee'') generally has discretion to set the terms and conditions of grants and awards, including the term,
exercise price and vesting conditions (including vesting based on our performance); to select the persons who
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receive such grants and awards; and to interpret and administer the 2000 Stock Incentive Plan. Currently, the
maximum number of shares of our common stock with respect to which awards may be granted under the
2000 Stock Incentive Plan is 4,000,000 shares, plus 496,000 shares that remain available for grant under our
1998 Stock Option Plan. As of February 3, 2002, options to purchase 2,472,061 shares of our common stock,
of which 469,608 were exercisable, and restricted awards for 12,239 restricted shares were outstanding under
the 2000 Stock Incentive Plan and 2,011,700 shares remained available for future grant. The 2000 Stock
Incentive Plan provides aggregate limits on grants of the various types of awards in the amount of 3,000,000
shares for ISOs and 1,200,000 shares, in the aggregate, for SARs, performance units, restricted stock and
stock awards. The maximum number of shares for which options (ISOs and NQSOs) or SARs may be
granted to any individual during any calendar year is 1,000,000 shares, subject to anti-dilution and similar
provisions; provided, however, that to the extent the maximum permissible award is not made in a year, such
amount may be carried over to subsequent years. The maximum number of shares for which restricted stock
grants intended to be subject to Section 162(m) of the Code or performance units may be granted to any
individual during any calendar year is 300,000 shares. The Board of Directors may at any time amend or
terminate the 2000 Stock Incentive Plan, subject to applicable laws. We pay the administrative costs of the
2000 Stock Incentive Plan.

Options. The Committee may grant ISOs only to our employees, including oÇcers. NQSOs may be
granted to any person employed by or performing services for us, including non-employee directors. The
exercise price for each option may be not less than 100% of the fair market value of our common stock subject
to the option. ISOs are also subject to certain limitations prescribed by the Code, including the requirement
that such options may not be granted to employees who own more than 10% of the combined voting power of
all classes of our voting stock (a ""principal shareholder''), unless the option price is at least 110% of the fair
market value of our common stock subject to the option at the time of grant. In addition, an ISO granted to a
principal shareholder may not be exercisable more than Ñve years from its date of grant.

Full payment of the option price must be made when an option is exercised. The purchase price may be
paid in cash or in such other form of consideration as the Committee may approve, which may include shares
of our common stock valued at their fair market value on the date of exercise, company-provided loans, or by
any other means which the Committee determines to be consistent with the 2000 Stock Incentive Plan's
purpose and applicable law. A participant will have no rights as a shareholder with respect to the shares
subject to his option until the option is exercised.

Stock Appreciation Rights. The Committee may grant a SAR in connection with all or any portion of a
previously or contemporaneously granted option or independent of any option grant. A SAR entitles the
participant to receive the amount by which the fair market value of a speciÑed number of shares on the
exercise date exceeds an exercise price established by the Committee, which shall not be less than 100% of the
fair market value of our common stock at the time the SAR is granted or the option exercise price of the
related option. Such excess amount shall be payable in our common stock, in cash, or in a combination
thereof, as determined by the Committee.

Performance Units. The Committee may grant performance units (a right to receive a designated dollar
amount of our common stock or cash contingent on achievement of performance or other objectives). The full
and/or partial payment of performance unit awards granted will be made only upon certiÑcation by the
Committee of the attainment by us, over a performance period established by the Committee, of any one or
more performance targets, which have been established by the Committee and which are based on objective
criteria. No payment will be made if the targets are not met.

Restricted and Other Stock Awards. The Committee may grant restricted stock awards (a grant of our
common stock or the right to receive our common stock, with such awards subject to a risk of forfeiture or
other restrictions that lapse upon the achievement of one or more performance or other objectives, as
determined by the Committee) or share awards (a grant of our common stock). Any such awards shall be
subject to such conditions, restrictions and contingencies as the Committee determines. These conditions may
include, for example, a requirement that the participant continue employment with us for a speciÑed period or
that we or the participant achieve certain stated objectives.
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Termination of Awards

The terms of an award may provide that it will terminate, among other reasons, upon the holder's
termination of employment or other status with Krispy Kreme or our subsidiaries, upon a speciÑed date, upon
the holder's death or disability, or upon the occurrence of a change in control. Also, the Committee may,
within the terms of the 2000 Stock Incentive Plan, provide in an award agreement for the acceleration of
vesting for any of the above reasons.

Compliance With Section 162(m) of the Internal Revenue Code

A federal income tax deduction will generally be unavailable to Krispy Kreme for annual compensation in
excess of one million dollars paid to its chief executive oÇcer and its other four most highly compensated
executive oÇcers. However, amounts that constitute ""performance-based'' compensation are not counted
toward the one million dollar limit. The Committee may generally designate any award described above as
intended to be ""performance-based'' compensation. Any awards so designated shall be conditioned on the
achievement of one or more performance goals, as required by Section 162(m) of the Code. The performance
goals that may be used by the Committee for such awards shall be based on any one or more of the following
performance measures, as selected by the Committee: earnings, earnings per share, earnings before interest,
taxes and depreciation and amortization, growth in earnings per share, achievement of annual operating proÑt
plans, operating proÑt margin, return on equity performance, total shareholder return, stock price, system-wide
sales, customer satisfaction, store income as a percentage of sales, comparable store sales growth, number of
new store operating weeks, achievement of new store sales standards, EBITDA, return on assets, general
administrative expenses as a percentage of revenue, or aging of accounts receivable. Each goal may be based
on or otherwise employ comparisons relating to capital, shareholders' equity and/or shares outstanding,
investments or to assets or net assets.

Certain Federal Income Tax Consequences

The following discussion summarizes the principal federal income tax consequences of the 2000 Stock
Incentive Plan. This discussion is based on current provisions of the Code, the Treasury regulations
promulgated thereunder, and administrative and judicial interpretations thereof as in eÅect on the date hereof.
The summary does not address any foreign, state or local tax consequences of participation in the 2000 Stock
Incentive Plan.

Stock Options. In general, the grant of a stock option will not be a taxable event to the recipient and it
will not result in a deduction to Krispy Kreme. The tax consequences associated with the exercise of an option
and the subsequent disposition of shares of common stock acquired on the exercise of such option depend on
whether the option is an ISO or a NQSO.

Upon the exercise of a NQSO, the optionee will recognize ordinary taxable income equal to the excess of
the fair market value of the shares of common stock received upon exercise over the exercise price. Krispy
Kreme will generally be able to claim a deduction in an equivalent amount. Any gain or loss upon a
subsequent sale or exchange of the shares of common stock will be capital gain or loss, long-term or short-
term, depending on the holding period for the shares of common stock.

Generally, an optionee will not recognize ordinary taxable income at the time of exercise of an ISO and
no deduction will be available to Krispy Kreme, provided the option is exercised while the optionee is an
employee or within three months following termination of employment (longer, in the case of termination of
employment by reason of disability or death). If an ISO granted under the 2000 Stock Incentive Plan is
exercised after these periods, the exercise will be treated for federal income tax purposes as the exercise of a
NQSO. Also, an ISO granted under the 2000 Stock Incentive Plan will be treated as a NQSO to the extent it
(together with any other ISOs granted under other plans of Krispy Kreme and its subsidiaries) Ñrst becomes
exercisable in any calendar year for shares of common stock having a fair market value, determined as of the
date of grant, in excess of $100,000.
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If shares of common stock acquired upon exercise of an ISO are sold or exchanged more than one year
after the date of exercise and more than two years after the date of grant of the option, any gain or loss will be
long-term capital gain or loss. If shares of common stock acquired upon exercise of an ISO are disposed of
prior to the expiration of these one-year or two-year holding periods (a ""Disqualifying Disposition''), the
optionee will recognize ordinary income at the time of disposition, and Krispy Kreme will generally be able to
claim a deduction, in an amount equal to the excess of the fair market value of the shares of common stock at
the date of exercise over the exercise price. Any additional gain will be treated as capital gain, long-term or
short-term, depending on how long the shares of common stock have been held. Where shares of common
stock are sold or exchanged in a Disqualifying Disposition (other than certain related party transactions) for
an amount less than their fair market value at the date of exercise, any ordinary income recognized in
connection with the Disqualifying Disposition will be limited to the amount of gain, if any, recognized in the
sale or exchange, and any loss will be a long-term or short-term capital loss, depending on how long the shares
of common stock have been held.

Although the exercise of an ISO as described above would not produce ordinary taxable income to the
optionee, it would result in an increase in the optionee's alternative minimum taxable income and may result
in an alternative minimum tax liability.

Restricted Stock. A participant who receives shares of restricted stock will generally recognize ordinary
income at the time the restrictions lapse, i.e., when the shares vest. The amount of ordinary income so
recognized will generally be the fair market value of the common stock at the time the shares vest. This
amount is generally deductible for federal income tax purposes by Krispy Kreme. Dividends paid with respect
to unvested restricted stock will be ordinary compensation income to the participant (and generally deductible
by Krispy Kreme). Any gain or loss upon a subsequent sale or exchange of the shares of common stock,
measured by the diÅerence between the sale price and the fair market value on the date the shares vest, will be
capital gain or loss, long-term or short-term, depending on the holding period for the shares of common stock.
The holding period for this purpose will begin on the date following the date the shares vest.

In lieu of the treatment described above, a participant may elect immediate recognition of income under
Section 83(b) of the Code. In such event, the participant will recognize as income the fair market value of the
restricted stock at the time of grant (determined without regard to any restrictions other than restrictions
which by their terms will never lapse), and Krispy Kreme will generally be entitled to a corresponding
deduction. Dividends paid with respect to shares as to which a proper Section 83(b) election has been made
will not be deductible to Krispy Kreme. If a Section 83(b) election is made and the restricted stock is
subsequently forfeited, the participant will not be entitled to any oÅsetting tax deduction.

Stock Appreciation Rights and Other Awards. With respect to stock appreciation rights and other
awards under the 2000 Stock Incentive Plan not described above, generally, when a participant receives
payment with respect to an award granted to him or her under the 2000 Stock Incentive Plan, the amount of
cash and the fair market value of any other property received will be ordinary income to such participant and
will be allowed as a deduction for federal income tax purposes to Krispy Kreme.

Payment of Withholding Taxes. Krispy Kreme may withhold, or require a participant to remit to Krispy
Kreme, an amount suÇcient to satisfy any federal, state or local withholding tax requirements associated with
awards under the 2002 Stock Incentive Plan.

Special Rules. Certain special rules apply if the exercise price for an option is paid in shares previously
owned by the optionee rather than in cash.

Limitation on Deductibility. Section 162(m) of the Code generally limits the deductible amount of
annual compensation paid (including, unless an exception applies, compensation otherwise deductible in
connection with awards granted under the 2000 Stock Incentive Plan) by a public company to each ""covered
employee'' (the chief executive oÇcer and four other most highly compensated executive oÇcers of Krispy
Kreme) to no more than one million dollars. Krispy Kreme currently intends to structure stock options
granted under the 2000 Stock Incentive Plan to comply with an exception to nondeductibility under
Section 162(m) of the Code.
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Approval of the amendments to the 2000 Stock Incentive Plan to increase the number of shares issuable
over the term of the plan by 5,500,000 shares to 9,996,000 shares requires the aÇrmative vote of the holders of
a majority of the shares of common stock voting thereon.

Recommendation of the Board of Directors

The Board of Directors, which unanimously approved the amendments to our 2000 Stock Incentive Plan,
recommends a vote ""FOR'' approval of the amendments to our 2000 Stock Incentive Plan.

RATIFICATION OF APPOINTMENT OF ACCOUNTANTS
(Item Number 4 on the Proxy Card)

Upon recommendation of the Audit Committee, the Board of Directors has appointed Price-
waterhouseCoopers LLP, independent public accountants, to audit Krispy Kreme's accounts for its Ñscal year
ending February 2, 2003. PricewaterhouseCoopers LLP audited the accounts of Krispy Kreme for Ñscal 2002
and has served as independent public accountants to Krispy Kreme since 1992. While ratiÑcation by the
shareholders of this appointment is not required by law or by our articles of incorporation or bylaws, our
management believes that such ratiÑcation is desirable. A representative of PricewaterhouseCoopers LLP is
expected to be present at the Annual Meeting, will have an opportunity to make a statement if he or she so
desires, and is expected to be available to respond to appropriate questions.

Recommendation of the Board of Directors

The Board of Directors recommends a vote ""FOR'' ratiÑcation of PricewaterhouseCoopers LLP as
independent public accountants to Krispy Kreme.
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EXECUTIVE COMPENSATION

The table below provides information concerning the total compensation received for services rendered to
Krispy Kreme during the three Ñscal years ended February 3, 2002 by our Chief Executive OÇcer and our
four other highest paid executive oÇcers, who are collectively referred to as the named oÇcers. ""Other
Annual Compensation'' includes perquisites and other personal beneÑts paid to each of the named oÇcers,
such as automobile allowances, club dues and medical insurance premiums.

Amounts under ""LTIP Payouts'' represent bonuses paid to cover loan repayments due to Krispy Kreme
in connection with the recognition of income upon the conversion of the Long-Term Incentive Plan, or LTIP,
by the named oÇcer. Amounts under ""All Other Compensation'' represent the dollar value of bonuses
credited to the named oÇcers under our stock bonus plans.

Summary Compensation Table

Long Term Compensation

Annual Compensation Awards Payouts

Other Annual Restricted Stock Securities LTIP All Other
Named OÇcer Year Salary Bonus Compensation Awards Underlying Options Payouts Compensation

Scott A. Livengood ÏÏÏÏÏÏÏÏÏÏ 2002 $450,000 $714,751 $112,276 Ì 582,800 $112,709 $77,773

Chairman of the Board, 2001 375,000 686,045 66,795 Ì 90,800 111,098 57,774

President and Chief 2000 332,446 450,339 66,751 Ì Ì 151,098 46,331

Executive OÇcer

J. Paul Breitbach ÏÏÏÏÏÏÏÏÏÏÏÏ 2002 252,000 432,027 112,407 Ì 32,000 133,397 50,268

Executive Vice President 2001 252,000 466,108 57,591 Ì Ì 146,962 38,950

2000 234,731 298,611 57,547 Ì Ì 162,434 33,169

Randy S. Casstevens(1) ÏÏÏÏÏÏ 2002 152,000 181,070 45,812 Ì 18,000 8,030 23,610

Chief Financial OÇcer, 2001 133,568 185,289 35,808 Ì Ì 7,915 18,382

Secretary and Treasurer 2000 123,670 128,637 9,372 Ì Ì 10,164 14,921

John N. McAleer ÏÏÏÏÏÏÏÏÏÏÏ 2002 230,000 213,469 88,070 Ì 24,000 65,512 40,737

Vice Chairman of the Board 2001 214,000 351,956 57,947 Ì Ì 64,576 32,776

and Executive Vice 2000 199,845 254,232 52,903 Ì Ì 80,636 28,240

President, Concept

Development

John W. Tate(2) ÏÏÏÏÏÏÏÏÏÏÏÏ 2002 350,000 556,406 188,659 Ì 130,000 Ì 6,563

Chief Operating OÇcer of 2001 83,769 304,943 142,508 $165,000 230,000 Ì Ì

Krispy Kreme and President 2000 Ì Ì Ì Ì Ì Ì Ì

of KKM&D

(1) On January 30, 2002, Mr. Casstevens was appointed our Chief Financial OÇcer.
(2) Mr. Tate commenced his employment with us in October 2000. Mr. Tate's annual bonus for our Ñscal

year ended January 28, 2001 consists of a hiring bonus of $150,000 along with an annual bonus of
$154,943 and his other annual compensation includes a relocation reimbursement of $131,972. On
January 30, 2002, Mr. Tate was appointed our Chief Operating OÇcer.
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Option Grants in Last Fiscal Year

The following table shows information with respect to grants of options to each of our named oÇcers
during our Ñscal year ended February 3, 2002. The options were granted at exercise prices which were not less
than the fair market value of the common stock at the time of grant. The potential realizable value at assumed
annual rates of stock price appreciation was based on the last reported sales price for our common stock on
The New York Stock Exchange on February 1, 2002 of $39.02 per share.

Individual Grants
Potential Realizable% of Total
Value at AssumedOptions Number of

Annual Rates of StockGranted to Securities Exercise
Price AppreciationEmployees Underlying or Base
for Options Termin Fiscal Options Price Expiration

Name Year Granted ($/Sh) Date 5% 10%

Scott A. LivengoodÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 240,000 11.06% $15.13 08/06/2008 $1,478,263 $3,444,982
32,000 1.47 16.94 08/06/2008 220,681 514,281

230,800 10.64 31.93 08/06/2008 1,437,905 3,643,933
80,000 3.69 28.58 08/08/2011 3,000,104 6,991,518

J. Paul Breitbach ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 32,000 1.47 28.58 08/08/2011 575,162 1,457,573

Randy S. Casstevens ÏÏÏÏÏÏÏÏÏÏÏÏ 18,000 0.83 28.58 08/08/2011 323,529 819,885

John N. McAleer ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 24,000 1.11 28.58 08/08/2011 431,731 1,093,180

John W. Tate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 70,000 3.23 16.22 01/31/2011 714,047 1,809,535
60,000 2.77 28.58 08/08/2011 1,078,429 2,732,950

Fiscal Year End Option Values

The following table shows information concerning stock options held by each of the named oÇcers at
February 3, 2002. The value of unexercised in-the-money options was based on the last reported sales price for
our common stock on The New York Stock Exchange on February 1, 2002 of $39.02 per share.

Common Shares Value of Unexercised
Underlying Unexercised In-the-Money Options

Options at Fiscal Year End at Fiscal Year End

Named OÇcer Exercisable Unexercisable Exercisable Unexercisable

Scott A. Livengood(1)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 971,198 2,022,402 $32,761,160 $66,357,656
J. Paul BreitbachÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 200,000 432,000 7,544,000 15,422,080
Randy S. CasstevensÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 80,000 178,000 3,017,600 6,223,120
John N. McAleer ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 200,000 424,000 7,544,000 15,338,560
John W. TateÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 75,000 285,000 1,528,225 5,211,075

(1) Common shares underlying 447,133 exercisable and 894,267 unexercisable options granted to
Mr. Livengood are subject to the terms of a divorce settlement agreement.

Retirement Income Plan For Key Employees

EÅective May 1, 1994, we established a noncontributory, nonqualiÑed deÑned beneÑt pension plan known
as the Retirement Income Plan for Key Employees for certain of our key employees. The beneÑts under the
retirement plan are based on years of service after 1993 and average base salary compensation during the last
Ñve years of the employee's employment with Krispy Kreme.
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The following table shows estimated annual beneÑts payable to participants in the retirement plan upon
retirement at age 65 at the speciÑed remuneration in the various years of service classiÑcations:

Retirement Plan Table

Years of Service

Final Average Compensation 15 20 25 30

$100,000.ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $15,000 $20,000 $25,000 $30,000
$200,000.ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 30,000 40,000 50,000 60,000
$300,000.ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 45,000 60,000 75,000 90,000
$400,000.ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 60,000 80,000 100,000 120,000

In March 2000, we closed the plan to new participants. Except for Mr. Tate, each of the named oÇcers is
eligible to participate in the retirement plan upon his retirement from Krispy Kreme and vesting of his rights
under the plan. Other than Mr. Tate and Mr. Casstevens, each of the named oÇcers' rights in the plan have
vested. BeneÑts are computed on a straight-life annuity basis and are not subject to any deductions.

Executive Contracts, Termination, Change-In-Control And Other Arrangements

Employment Contracts

Krispy Kreme has entered into employment agreements with the following named oÇcers:

Scott A. Livengood. Mr. Livengood's employment agreement, dated August 10, 1999, provides for an
initial three-year term that automatically extends for successive one-year periods each year as of August 10,
commencing August 10, 2000, unless Krispy Kreme notiÑes him, on or before that date each year, that his
term is not being extended. Mr. Livengood received a salary of $450,000 for Ñscal 2002 and is eligible for
annual increases and a performance-based bonus. Additionally, Mr. Livengood receives non-incentive
compensation in the amount of $5,127 per month. He is entitled to participate in and receive other employee
beneÑts which may include, but are not limited to, beneÑts under any life, health, accident, disability, medical,
dental and hospitalization insurance plans, use of a company automobile or an automobile allowance and other
perquisites and beneÑts as are provided to senior managers.

Mr. Livengood's employment agreement may be terminated by Krispy Kreme for good cause. If the
agreement is terminated without good cause, Mr. Livengood is entitled to a severance payment consisting of:

‚ An amount equal to his current annual base salary and non-incentive compensation through the
expiration date of the agreement

‚ A lump sum payment, payable within 30 days of termination, equal to his current monthly base salary
multiplied by the number of months between the month of discharge and the preceding August,
inclusive

‚ A lump sum payment, payable within 30 days of termination, equal to three times Mr. Livengood's
bonus, calculated at 50% of his annualized base salary for the then current Ñscal year, and discounted
at the rate of 6% per annum.

Mr. Livengood is entitled to the same payments if he terminates his employment after a change in control
of Krispy Kreme and his duties or responsibilities with Krispy Kreme are diminished, or he is required to
relocate or Krispy Kreme fails to maintain his compensation or beneÑts levels.

If Mr. Livengood's employment is terminated by reason of death, retirement or voluntary termination,
Krispy Kreme will pay him or his estate his base salary, non-incentive compensation, bonuses and beneÑts
through the expiration date of the agreement. In the event of death, his estate will be paid a $5,000 beneÑt. In
the event Mr. Livengood's employment is terminated by reason of disability, Krispy Kreme will pay his base
salary, non-incentive compensation, bonuses and beneÑts for a period of six months following the date of
disability. In addition, if Mr. Livengood is terminated for any reason other than by voluntary termination or
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upon a change in control of Krispy Kreme (whether or not he terminates employment), his outstanding stock
options will fully vest.

Krispy Kreme will also pay Mr. Livengood an additional amount equal to any excise tax he is required to
pay due to any payments under his agreement constituting ""excess parachute payments'' under the Code, as
well as any additional income taxes or excise taxes imposed on such payments.

In the event Mr. Livengood's employment is terminated for good cause or he terminates voluntarily,
Mr. Livengood will be subject to a non-compete agreement for a period of two years following the termination.
During this two year period, Mr. Livengood will be prohibited from engaging in the business of making and
selling doughnuts and complementary products within certain deÑned geographical areas. This prohibition
does not apply, however, to Mr. Livengood's development rights described in ""Related Party Transactions.''

In addition, under separate arrangements, our Board of Directors approved the transfer to Mr. Livengood
of some membership beneÑts to the Educational Foundation of the University of North Carolina at
Chapel Hill upon Mr. Livengood's termination of service.

John N. McAleer. Mr. McAleer's employment agreement expires on August 10, 2002. Commencing on
August 10, 2000, the term of this agreement automatically extends for successive one-year periods each year
as of August 10, unless Krispy Kreme notiÑes him, on or before that date each year, that his term is not being
extended. Mr. McAleer received a salary of $230,000 for Ñscal 2002 and is eligible for annual increases and a
performance-based bonus. Additionally, Mr. McAleer receives non-incentive compensation in the amount of
$3,927 per month. Mr. McAleer is entitled to participate in and receive other employee beneÑts and
perquisites similar to those provided to Mr. Livengood, and the severance provisions for Mr. McAleer are also
similar to Mr. Livengood's.

J. Paul Breitbach. Mr. Breitbach's employment agreement, which was in eÅect during Ñscal 2002,
expired on February 3, 2002. Mr. Breitbach received a salary of $252,000 for Ñscal 2002. Additionally, in Ñscal
2002, Mr. Breitbach received non-incentive compensation in the amount of $4,197 per month. Under this
agreement, Mr. Breitbach was entitled to participate in and receive other employee beneÑts and perquisites
similar to those provided to Mr. Livengood, and the severance provisions for Mr. Breitbach were also similar
to Mr. Livengood's.

John W. Tate. Mr. Tate's employment agreement, dated February 1, 2001, provides for an initial
three-year term that automatically extends for successive one-year periods each year as of February 1,
commencing February 1, 2002, unless Krispy Kreme notiÑes him, on or before that date each year, that his
term is not being extended. Mr. Tate received a salary of $350,000 for Ñscal 2002 and is eligible for annual
increases and a performance based bonus. Additionally, Mr. Tate receives non-incentive compensation in the
amount of $3,558 per month. Mr. Tate is entitled to participate in and receive other employee beneÑts and
perquisites similar to those provided to Mr. Livengood, and the severance provisions for Mr. Tate are also
similar to Mr. Livengood's.

Randy S. Casstevens. Mr. Casstevens' employment agreement, dated December 1, 2000, provides for
an initial two-year term that automatically extends for successive one-year periods each December 1,
commencing December 1, 2001, unless Krispy Kreme notiÑes him, on or before that date each year, that his
term is not being extended. Mr. Casstevens received a salary of $152,000 for Ñscal 2002 and is eligible for
annual increases and a performance-based bonus. Additionally, Mr. Casstevens receives non-incentive
compensation in the amount of $2,327 per month. Mr. Casstevens is entitled to participate in and receive other
employee beneÑts and perquisites similar to those provided to Mr. Livengood, and the severance provisions for
Mr. Casstevens are also similar to Mr. Livengood's.

Change-in-control arrangements

The option agreements under our stock option plans provide that all options become vested and
exercisable upon a corporate reorganization, as deÑned in the option agreements, provided that the participant
is employed by Krispy Kreme on the date of that corporate reorganization.
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RELATED PARTY TRANSACTIONS

Associates' License Agreements with Related Parties

We are parties to franchise agreements, referred to as associates' license agreements, with some of our
directors. Our associates' license agreements permit the associate to sublicense the franchise to a company
which is majority-owned and principally managed by the associate. Our director-associates have generally
sublicensed in this manner. These agreements grant each associate a license to produce, market, package and
sell Krispy Kreme doughnuts and other products in a speciÑed territory.

Each associate must purchase mixes and equipment from us and, as a result, we have outstanding
accounts receivable, from time to time, with each of our associates. Additionally, our associates pay us
franchise royalties. The table below shows KKM&D sales to and royalties from our directors' aÇliated
franchise companies during our Ñscal year ended February 3, 2002.

Fiscal Year Ended
Director and Franchise Companies February 3, 2002

(In thousands)

Frank E. Guthrie:
Augusta Doughnut Company ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 880
Classic City Doughnuts Corp. ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 332

Frank E. Guthrie and Robert L. McCoy:
Magic City Doughnuts Corporation ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,863

Joseph A. McAleer, Jr.:
Mackk LLC ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,152
Joe LeBeau ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,086

Joseph A. McAleer, Jr. and Steven D. Smith:
Dallas Doughnuts ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 6,928

Robert L. McCoy:
Gulf Florida Doughnut Corp. ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5,148

Steven D. Smith:
Dale's Doughnut Corp. ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,939
Dale's Doughnuts of Dothan, Inc. ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 442
Smiths Doughnuts, Inc. ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 626

Our agreement with Mr. Guthrie, which he has sublicensed to Magic City Doughnuts Corporation,
obligates him to develop and operate a total of four stores in the Orlando, Florida area, two of which were open
as of February 3, 2002. Mr. Guthrie co-owns Magic City Doughnuts with Mr. McCoy. Our agreement with
Mr. Joseph A. McAleer, Jr., which he has sublicensed to Dallas Doughnuts, obligates him to develop and
operate a total of eight stores in the Dallas/Fort Worth territory by December 31, 2003, three of which were
open as of February 3, 2002. Mr. Joseph A. McAleer, Jr. co-owns Dallas Doughnuts with Mr. Smith.

We are also parties to associates' license agreements with two brothers-in-law of Messrs. Joseph A.
McAleer, Jr. and John N. McAleer, our Vice Chairman and Executive Vice President, Concept Development.
Mr. William J. Dorgan operates stores in Biloxi and Gulfport, Mississippi through Dorgan's Doughnut
Company, Inc. Total KKM&D sales to and royalties from Dorgan's Doughnuts were $582,000 in Ñscal 2002.
Since September 1998, Pat Silvernail has operated two stores in Macon, Georgia through S&P of Macon, Inc.
Total KKM&D sales to and royalties from S&P of Macon were $1,111,000 in Ñscal 2002.

The Kingsmill Plan

In December 1994, we implemented a plan to provide franchise opportunities to corporate management,
which we refer to as the Kingsmill Plan. Under the terms of the Kingsmill Plan, we agreed to make franchise
opportunities available to members of corporate management who met our ordinary franchisee qualiÑcations
and to provide Ñnancial assistance in the form of collateral repurchase agreements and company guaranties of
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bank loans. We established similar franchise opportunity plans for store managers and associate operators. We
have terminated the plan, except for existing participants with whom we have entered into a franchise
agreement. The collateral repurchase agreements and guaranties we have made pursuant to the Kingsmill Plan
are described below.

Area Developer Equity Fund

In March 2000, we established a pooled investment fund, the Krispy Kreme Equity Group, LLC, which
invested in new area developers in certain markets. Krispy Kreme oÇcers were eligible to invest in the fund.
Members of our Board of Directors who were not Krispy Kreme oÇcers were not eligible to invest in the fund.
Krispy Kreme did not provide any funds to its oÇcers to invest in the fund or provide guarantees for the
investment. The fund invested exclusively in new area developers, obtaining up to a Ñve percent interest in
them. As of February 3, 2002, the fund had invested in six area developers. On March 5, 2002, the members of
the fund unanimously voted to sell their interests in the fund to Krispy Kreme. We paid each member of the
fund an amount equal to his or her original investment, totaling an aggregate of $940,100. On March 6, 2002,
the fund was dissolved.

Development Rights of OÇcers and Directors

We entered into a letter agreement with Mr. Scott A. Livengood, our Chairman, President and Chief
Executive OÇcer, on April 12, 1994, under which we granted Mr. Livengood the option to develop stores in
Alamance, Durham and Orange Counties, North Carolina, and the State of Colorado pursuant to the
Kingsmill Plan. Mr. Livengood subsequently relinquished his development rights to the State of Colorado and
obtained the rights to develop stores in Northern California, also pursuant to the Kingsmill Plan.
Mr. Livengood released these rights in favor of Krispy Kreme in exchange for the right to purchase a minority
interest (approximately 3.0%) in future joint ventures between Krispy Kreme and area developers, including
the Northern California joint venture for which we had guaranteed the payments on several leases and 59% of
the line of credit and term loan. On March 5, 2002, Mr. Livengood sold his ownership interests in the joint
ventures to us at his original cost of $558,800.

In August 1999, Mr. John N. McAleer, our Vice Chairman and Executive Vice President, Concept
Development, obtained area development rights for the metropolitan areas of Portland and Seattle pursuant to
the Kingsmill Plan. In February 2000, Mr. McAleer released these rights in favor of Krispy Kreme. As of
February 3, 2002, Mr. McAleer owned a minority interest in a limited liability company to which Krispy
Kreme has granted area development rights for the metropolitan areas of Portland, Seattle, Anchorage,
Hawaii and Vancouver. On March 5, 2002, Mr. McAleer sold his ownership interest in this limited liability
company to us at his original cost of $75,800.

Pursuant to the Kingsmill Plan, we are a party to an area development agreement with Midwest
Doughnuts, LLC, dated May 29, 1996. Mr. Philip R.S. Waugh, Jr., our Senior Vice President, Franchise
Development, owns 50% of the membership interests in Midwest Doughnuts. Under the terms of the
agreement, the area developer is required to open a minimum of four stores in the Kansas City territory, three
of which were open as of February 3, 2002. The requirement to open a fourth store has been suspended. Total
KKM&D sales to and royalties from Midwest Doughnuts were $2,393,000 in Ñscal 2002. In September 2000,
we entered into an additional development agreement with Heartland Dough, LLC and Show Me Dough,
LLC to develop one store in each of the Wichita, Kansas and SpringÑeld, Missouri markets. Mr. Waugh owns
50% of the membership interests in Heartland Dough and Show Me Dough. These agreements are not subject
to the terms of the Kingsmill Plan.

We entered into a letter agreement with Mr. Joseph A. McAleer, Jr., a Krispy Kreme director, on
February 15, 1994 granting him the option to acquire three stores located in Mobile, Alabama. Mr. McAleer
purchased the stores on February 1, 1998 for a total purchase price of $1.6 million, subject to certain
adjustments. The purchase price was determined on the basis of the amount paid for the stores in 1990, the
face value of store receivables and the cost of the store's inventory, mutually determined by Mr. McAleer and
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Krispy Kreme. We also granted Mr. McAleer the right to develop up to ten stores in the New Orleans,
Louisiana territory.

Conversion of the Long-Term Incentive Plan

The Employees' Long-Term Incentive Plan, or the LTIP, which was established in 1992, enabled eligible
employees to defer some or all of bonuses earned under our incentive compensation plans. The deferred
amounts were converted to units of phantom stock based on a formula contained in the LTIP. The phantom
stock units granted under the LTIP were credited with dividends in a manner identical to our common stock.
Pursuant to the terms of the LTIP, a participant's account was to be distributed to him in accordance with the
deferral election made by the participant.

In August 1998, we determined that it was in Krispy Kreme's best interest to liquidate the LTIP.
Accordingly, we undertook a conversion program whereby phantom stock units under the LTIP were
converted into an equivalent number of actual shares of Krispy Kreme common stock. Participants who
elected to participate in the conversion received a distribution of shares of our common stock. Non-
participants received a cash payout.

Because the distribution of shares of our common stock pursuant to the conversion triggered recognition
of income for participants, we established a loan program by which we made 10-year loans with Ñxed 6% rates
of interest available to senior executive participants in an amount equal to 45% of the amount of income
recognized as a result of the conversion. Pursuant to this program, we extended loans to the following oÇcers
and directors on August 31, 1998:

Amount Outstanding as
OÇcer or Director Principal Amount of February 3, 2002

Scott A. LivengoodÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $449,730 $341,105
J. Paul Breitbach ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 532,279 403,716
John N. McAleer ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 261,406 198,268
Joseph A. McAleer, JrÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 504,390 382,563
Randy S. Casstevens ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 32,040 24,302

Some of our other oÇcers and directors also received loans of less than $60,000. Although we are not
legally obligated to do so, we have paid and intend to pay supplemental bonuses to the participants over the
ten-year period of the loan in an amount necessary to enable the participant to make the loan payment due us
after payment of federal and state taxes. The amounts shown in the ""Summary Compensation Table'' under
the ""LTIP Payouts'' column reÖect the bonuses paid to the named oÇcers in that year.

Collateral Repurchase Agreements, Franchisee Guaranties and Other Agreements

On December 21, 1998, we entered into collateral repurchase agreements in favor of Suntrust Bank,
Central Florida, National Association with respect to a loan incurred by Magic City Doughnut Corporation in
the original principal amount of $435,000. Messrs. Frank E. Guthrie and Robert L. McCoy, two of our
directors, co-own Magic City Doughnut Corporation. The loan was secured by the equipment used in the
operation of a Krispy Kreme store located in Winter Park, Florida and a pledge of company stock owned by
Mr. Guthrie, a trust of which Mr. McCoy is the sole trustee and Mrs. Patricia B. McCoy, who is Mr. McCoy's
spouse. In the event that the borrower defaulted on the loan, we were obligated to repurchase the equipment at
a purchase price equal to the lesser of $302,000 or the unpaid balance of the loan. We were also obligated to
purchase the pledged shares from the bank at book value. During Ñscal 2002, we were released from our
obligations under these arrangements.

On September 18, 1998, we entered into a guaranty agreement with Mr. Beattie F. Armstrong and
Beattie F. Armstrong, Inc. for Mr. Pat Silvernail and his wife, Mrs. Shannon McAleer Silvernail, and S&P of
Macon, Inc., our Macon, Georgia franchisee. Mrs. Silvernail is the sister of, and Mr. Silvernail is consequently
a brother-in-law to, Mr. Joseph A. McAleer, Jr. and Mr. John N. McAleer. Under the terms of the
agreement, we agreed to guarantee two loans in the combined original principal amount of $1.0 million
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obtained by the Silvernails and S&P of Macon to Ñnance the purchase of a Krispy Kreme associates' license
agreement and the two Macon stores.

On May 29, 1996, we entered into a collateral repurchase agreement and a guaranty agreement in favor of
The First National Bank of Olathe with respect to a loan in the amount of $905,000 incurred by Mr. Waugh
and the other members of Midwest Doughnuts under the terms of the Kingsmill Plan. The loan was secured
by the equipment used in the operation of a Krispy Kreme store located in Independence, Missouri. In the
event Midwest Doughnuts defaulted on the loan, we were obligated to repurchase the equipment at a purchase
price equal to the lesser of $300,000 or the unpaid portion of the loan used to fund the purchase of the pledged
assets. In addition to our obligation under the collateral repurchase agreement, we were obligated under the
guaranty agreement to pay the lender up to $300,000 in the event Midwest Doughnuts defaulted on the loan.
During Ñscal 2002, we were released from our obligations under these arrangements.

On February 25, 1994, we entered into an equipment repurchase and amendment to associates' license
agreement with Mr. William J. Dorgan, a brother-in-law to Messrs. Joseph A. McAleer, Jr. and John N.
McAleer. This agreement was in connection with Ñnancing in the aggregate amount of $1.2 million obtained
by Mr. Dorgan and his wife, Mrs. Patricia M. Dorgan, from Branch Banking and Trust Company, relating to
Mr. Dorgan's Biloxi and Gulfport, Mississippi franchises. Upon termination of Mr. Dorgan's associates'
license agreement for any reason, we were obligated to repurchase some equipment used in the operation of
Mr. Dorgan's stores at a purchase price of $350,000. During Ñscal 2002, we were released from our obligations
under this arrangement.

On September 22, 1992, we entered into an equipment repurchase and amendment to associates' license
agreement with Mr. Guthrie, one of our directors. Upon the termination of Mr. Guthrie's associates' license
agreement for any reason, we are obligated to repurchase some equipment used in the operation of the
franchise store in Athens, Georgia at a purchase price equal to the greater of its amortized cost or 20% of its
original cost of $348,000. Mr. Guthrie operates his Athens franchise through Classic City Doughnuts.

Loan Agreements and Other Transactions

We have entered into loan agreements with some of our directors and oÇcers as described below.

We have waived the payment of royalties by Mr. Guthrie in connection with his Athens, Georgia store,
operated through Classic City Doughnuts, during the past several years due to operational diÇculties the store
has encountered. The cumulative amount of these royalties during the last three Ñscal years did not exceed
$60,000. Mr. Guthrie began paying royalties on the Athens, Georgia store in February 2002.

We have extended loans to some of our oÇcers and directors to cover tax payments in connection with
the conversion of our LTIP and to purchase shares of restricted stock, as described in ""Ì Conversion of Long-
Term Incentive Plan.''

Policy on Related Party Transactions

Our Board of Directors has adopted a resolution whereby all transactions with related parties, including
any loans from us to our oÇcers, directors, principal shareholders or aÇliates, must be approved by a majority
of the disinterested members of the Board of Directors and must be on terms no less favorable to us than could
be obtained from unaÇliated third parties. The Audit Committee is responsible for reviewing all related party
transactions on a continuing basis and potential conÖict of interest situations where appropriate.

Compensation Committee Interlocks and Insider Participation

Messrs. Robert L. Strickland, Robert L. McCoy, Joseph A. McAleer, Jr. and Togo D. West comprised
the members of the Compensation Committee during our Ñscal year ended February 3, 2002. Mr. McAleer is
a former executive oÇcer of Krispy Kreme, and both Messrs. McAleer and McCoy conduct business with
Krispy Kreme through franchises as described in ""Related Party Transactions.''
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REPORT OF THE AUDIT COMMITTEE

Our Audit Committee is comprised of three independent directors and operates under a written charter
which is attached as Annex A to this Proxy Statement. The Audit Committee, in its oversight role over
(1) Krispy Kreme's Ñnancial accounting and reporting process, (2) Krispy Kreme's system of internal
controls established by management and (3) the external audit process, has met with management and the
independent auditors of Krispy Kreme. Discussions about Krispy Kreme's audited Ñnancial statements
included the independent auditor's judgments about the quality, not just the acceptability, of Krispy Kreme's
accounting principles and underlying estimates used in Krispy Kreme's Ñnancial statements, as well as other
matters, as required by Statement on Auditing Standards No. 61, Communication with Audit Committees
(""SAS 61''), as amended by Statement on Auditing Standards No. 90, Audit Committee Communications
(""SAS 90'') and by the Audit Committee Charter. In conjunction with the speciÑc activities performed by
the Audit Committee in its oversight role, it issued the following report as of April 8, 2002:

1. The Audit Committee has reviewed and discussed the audited Ñnancial statements as of and for
the year ended February 3, 2002 with management of Krispy Kreme.

2. The Audit Committee has discussed with the independent auditors the matters required to be
discussed by SAS 61 and SAS 90.

3. The Audit Committee has received from the independent accountants, as required by Indepen-
dence Standards Board Standard No. 1, Independence Discussions with Audit Committee, (i) a written
disclosure indicating all relationships, if any, between the independent auditor and its related entities and
Krispy Kreme and its related entities which, in the auditor's professional judgment, reasonably may be
thought to bear on the auditor's independence, and (ii) a letter from the independent auditor conÑrming
that, in its professional judgment, it is independent of Krispy Kreme; and the Audit Committee has
discussed with the auditor and considered the auditor's independence from the company.

Based on the review and discussions referred to in paragraphs (1) through (3) above, the Audit
Committee recommended to the Board of Directors that the audited Ñnancial statements should be included
in Krispy Kreme's Annual Report on Form 10-K for the Ñscal year ended February 3, 2002 for Ñling with the
Securities and Exchange Commission.

William T. Lynch, Jr., Chairman
Mary Davis Holt
James H. Morgan

Audit Fees, Financial Information Design and Implementation Fees and All Other Fees Paid to
PricewaterhouseCoopers LLP during Fiscal 2002 and Fiscal 2001

For its Ñscal 2002 and 2001 services, Krispy Kreme paid PricewaterhouseCoopers total fees of $708,000
and $1,094,000, respectively, comprised of:

‚ Audit Fees: $215,000 and $151,000 for services rendered for the review of Krispy Kreme's
quarterly Ñnancial statements and audit of Krispy Kreme's annual Ñnancial statements for Ñscal
2002 and 2001, respectively.

‚ Financial Information Systems Design and Implementation Fees: There were no services
rendered related to information systems in Ñscal 2002 or Ñscal 2001.

‚ All Other Fees: $493,000 and $943,000 in Ñscal 2002 and Ñscal 2001, respectively, for all other
matters.

The fees in Ñscal 2002 were primarily audit and tax related. The fees in Ñscal 2001 were related to our
initial public oÅering as well as other audit and tax matters.

The Audit Committee has considered whether the provision of audit-related and other non-audit services
by PricewaterhouseCoopers is compatible with maintaining PricewaterhouseCoopers' independence.
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REPORT OF THE COMPENSATION COMMITTEE ON EXECUTIVE COMPENSATION

This report sets forth the duties of the Compensation Committee and the current strategy and
components of Krispy Kreme's compensation programs for its executive oÇcers, which for the Ñscal year
ended February 3, 2002 included Mr. Livengood, our Chief Executive OÇcer, oÇcers at the Executive Vice
President level and certain oÇcers at the Senior Vice President level. This report also describes the basis on
which compensation determinations were made with respect to these executive oÇcers for the Ñscal year
ended February 3, 2002.

The Compensation Committee

The Compensation Committee of the Board of Directors was formed in Ñscal 1999 and currently is
comprised of four directors. The Compensation Committee is responsible for the review and recommendation
to the Board of Directors of the compensation of Krispy Kreme's Chief Executive OÇcer and review and
approval of the compensation of the other executive oÇcers and of employee beneÑt plans. Among other
responsibilities, the Compensation Committee speciÑcally:

‚ Develops, in consultation with management and compensation professionals, executive compensation
policies and philosophies;

‚ Reviews and approves the short-term and long-term incentive compensation programs, including the
performance goals, for our executive oÇcers;

‚ Evaluates the performance of the Chief Executive OÇcer;

‚ Reviews and recommends to the Board of Directors salary adjustments and incentive compensation
payments, including annual and long-term incentives, for the Chief Executive OÇcer; and

‚ Reviews and approves the salaries and incentive compensation for other executive oÇcers.

The Compensation Committee has retained a national executive compensation consulting Ñrm to advise
it and Krispy Kreme on executive compensation issues.

Executive Compensation Policies

Krispy Kreme's executive compensation program is designed to establish a strong connection between the
creation of shareholder value and the compensation earned by its executives Ì primarily by tying base
compensation increases and incentive compensation to the attainment of company performance goals and
increases in its stock price. The current general program was formulated in Ñscal 1999 with the assistance of
PricewaterhouseCoopers LLP. Krispy Kreme's fundamental executive compensation objectives are to:

‚ Link executive compensation to Krispy Kreme's economic performance;

‚ Promote the achievement of economic goals and focus executive oÇcers on the creation of shareholder
value;

‚ Maximize Krispy Kreme's growth opportunities and emphasize variable executive compensation over
Ñxed compensation; and

‚ Attract and retain executive oÇcers and further align the interests of these key employees with the
interests of Krispy Kreme's shareholders.

To determine the market for executive compensation in Krispy Kreme's industry, we study the
compensation paid by a group of its peers to their executive oÇcers. Our strategy is to provide compensation
which, when compared with these peer companies, is:

‚ Comparable with the market when targeted Ñnancial goals are met;

‚ Above the market when targeted goals are exceeded; and

‚ Below the market when targeted performance goals are not achieved.
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All executive oÇcers, including the Chief Executive OÇcer, participate in the same compensation
programs as the other executives, with the only diÅerences being the amount of compensation that is at risk,
the overall magnitude of the potential awards and the performance criteria for individual oÇcers. Senior
executive oÇcers, such as the Chief Executive OÇcer, have a larger percentage of their total compensation at
risk on the basis of Krispy Kreme's performance than do other oÇcers.

Stock Ownership by OÇcers and Other Employees. The Compensation Committee believes that
executive oÇcers should be encouraged to own our common stock to align further their interests with those of
our shareholders. In Ñscal years prior to our initial public oÅering, this goal was implemented through stock
options and restricted stock awards. Stock options and restricted stock awards are available to our employees
under our 2000 Stock Incentive Plan (which replaced the 1998 Stock Option Plan under which prior stock
options were granted). Other mechanisms to promote stock ownership by oÇcers and employees include the
Krispy Kreme ProÑt-Sharing Stock Ownership Plan, the Krispy Kreme Doughnut Corporation NonqualiÑed
Stock Ownership Plan and the Krispy Kreme Doughnuts, Inc. Employee Stock Purchase Plan, and the Krispy
Kreme Doughnut Corporation Retirement Savings Plan, which allows participants in Krispy Kreme's 401(k)
plan to direct that some or all of their accounts to be invested in Krispy Kreme common stock. The
Compensation Committee regularly consults with advisors to determine the appropriate level of option grants
and other equity incentives for our executives, with particular reference to the practices of peer companies.

Principal Executive Compensation Elements

Krispy Kreme's executive compensation program is comprised of the following principal elements: base
salaries; annual incentive stock or cash bonuses; and long-term stock incentives.

Base Salary. Salaries for executive oÇcers are established on the basis of the qualiÑcations and
experience of the executive, the nature of the job responsibilities and the range of salaries for similar positions
at peer companies. Base salaries for executive oÇcers tend to be below the market for similar companies, as
Krispy Kreme's compensation strategy is to emphasize performance-based compensation. Base salaries may
be increased periodically for oÇcers who meet or exceed their individual performance goals. Salaries for
executive oÇcers (other than our Chief Executive OÇcer) were increased approximately 10.7% in Ñscal 2002
as compared to Ñscal 2001. The increases were based upon performance measures, such as Krispy Kreme's
strong earnings growth and strong balance sheet for Ñscal 2002, the value created by the oÇcers for Krispy
Kreme's shareholders and other successful business indicators.

Annual Incentives. Annual incentives for executive oÇcers are determined under our Senior Executive
Incentive Compensation Plan. This plan ties the incentive compensation payable to the Chief Executive
OÇcer and other executive oÇcers directly to the attainment of speciÑc, objective performance targets,
thereby aligning the interests of management with the interests of our shareholders.

The amount of bonuses potentially payable to executive oÇcers is determined as a range of percentages of
an individual oÇcer's salary. Bonus amounts are generally established so that an individual's total annual
compensation, assuming a bonus is earned, will be comparable to or exceed the total annual compensation
paid by peer companies to similarly situated oÇcers. Cash or stock bonuses paid in accordance with the plan
can be based on the achievement of several enumerated performance criteria. Exceeding targeted performance
measures generally results in higher bonuses, with caps on bonuses tied to certain criteria.

For Ñscal 2002, bonuses for all executive oÇcers were contingent upon meeting or exceeding targets for
two performance measures: (1) attainment of a certain level of return on assets, measured by earnings before
interest, taxes and depreciation and amortization, and (2) a percentage increase in earnings per share of
common stock. Both targets were met or exceeded for Ñscal 2002. Bonuses for individual executive oÇcers
were further contingent upon meeting or exceeding other performance criteria, selected as appropriate for the
individual oÇcer's duties. These individual criteria include systemwide sales growth, store income as a
percentage of sales, store openings, customer satisfaction and other measures.

Long-Term Stock Incentives. Our philosophy regarding long-term incentive compensation is to provide
stock option grants that approximate the median of peer company practices. We believe that stock options and
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other stock incentives play an integral role in our ability to attract and retain employees and to provide
incentives for such persons to promote the Ñnancial success of Krispy Kreme. Moreover, stock incentives
beneÑt Krispy Kreme by closely aligning the interests of grantees with the interests of our shareholders. For
details on stock options grants to our Chief Executive OÇcer and the named oÇcers see ""Executive
Compensation'' above.

BeneÑts and Perquisites. Executives also participate in our regular employee beneÑt programs, including
group medical and dental coverage, group life insurance and group long-term disability insurance. Perquisites
include items such as automobile allowances and club dues.

The Chief Executive OÇcer's Compensation for Fiscal 2002

Compensation decisions for Mr. Livengood, as our Chief Executive OÇcer, are made under the same
methodology used in determining the compensation of other executives. Mr. Livengood has a greater
proportion of his total compensation at risk than do the other executive oÇcers.

In February 2001, on the recommendation of the Compensation Committee, the Board of Directors
increased Mr. Livengood's annual base salary from $375,000 to $450,000, a 20% increase. The Compensation
Committee made its decision based upon the signiÑcant value created by Mr. Livengood's leadership, Krispy
Kreme's strong earnings growth and strong balance sheet for Ñscal 2001 and other successful business
indicators.

The Compensation Committee recommended payment to Mr. Livengood of an annual bonus of $714,751
for Ñscal 2002. Mr. Livengood's bonus was earned on the basis of performance in four measures: our return on
assets, measured by earnings before interest, taxes and depreciation and amortization; our earnings per share
of common stock; our total sales; and our customer satisfaction.

Compensation Deductibility Policy

An income tax deduction under federal law will generally be available for annual compensation in excess
of one million dollars paid to the Chief Executive OÇcer and the named oÇcers of a public corporation only if
such compensation is ""performance-based'' and complies with certain other tax law requirements. Our policy
is to maximize the deductibility of all executive compensation. Also in furtherance of this policy, the
compensation committee expects to undertake responsibility in the future for compensation decisions for all
the named oÇcers, in addition to oÇcers at the executive vice president level and above. Notwithstanding this
policy, the Compensation Committee retains the discretion to award compensation that is not deductible
under Section 162(m) of the Code when it is in the best interests of Krispy Kreme and our shareholders to do
so.

Summary

The Compensation Committee believes the executive compensation policies and programs maintained by
Krispy Kreme and described in this report serve the interests of Krispy Kreme and our shareholders and that
executive compensation has been strongly linked to Krispy Kreme's performance and the enhancement of
shareholder value. The Compensation Committee intends to continually reevaluate these compensation
policies and plans, with the assistance of management and advisors, to ensure that they are appropriately
conÑgured to help continue to achieve our long-term goals of performance, growth and enhancement of
shareholder value.

Robert L. Strickland, Chairman
Robert L. McCoy
Joseph A. McAleer, Jr.
Togo D. West, Jr.
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STOCK PERFORMANCE GRAPH

The performance graph shown below compares the percentage change in the cumulative total shareholder
return of our common stock against the cumulative total return of the Nasdaq Composite Index, the NYSE
Composite Index and the Standard & Poor's Restaurants Index for the period from April 5, 2000 (the Ñrst day
of trading of our common stock on the Nasdaq National Market) through July 30, 2000 and the six-month
period from August 1, 2000 through February 3, 2002. We have included the NYSE Composite Index in
addition to the Nasdaq Composite Index, which we have presented in prior Proxy Statements, to reÖect the
commencement of trading of our common stock on The New York Stock Exchange on May 17, 2001. We
anticipate including the NYSE Composite Index, and not the Nasdaq Composite Index, in future perform-
ance graphs. The graph assumes an initial investment of $100 and the reinvestment of any dividends.

0

50

100

150

200

250

300

350

400

450

2/3/027/29/011/28/017/30/004/5/00

NYSE Composite Index

Nasdaq Composite Index

Krispy Kreme Doughnuts, Inc.

Standard & Poor’s Restaurants Index

D
O

L
L

A
R

S

April 5, 2000 July 30, 2000 January 28, 2001 July 29, 2001 February 3, 2002

Krispy Kreme Doughnuts, Inc. 100 184 181 349 421

Nasdaq Composite Index 100 90 68 49 46

NYSE Composite Index 100 98 101 94 89

Standard & Poor's Restaurants Index 100 85 89 87 91

Compliance with Section 16(a) of the Securities Exchange Act of 1934

Section 16(a) of the Securities Exchange Act of 1934 requires our executive oÇcers and directors and
persons who own more than 10% of a registered class of our equity securities to Ñle initial reports of beneÑcial
ownership and changes in such with the SEC. Such oÇcers, directors and shareholders are required by SEC
regulations to furnish us with copies of all Section 16(a) forms they Ñle. Based solely on a review of the copies
of such forms furnished to us and written representations from our executive oÇcers and directors, all persons
subject to the reporting requirements of Section 16(a) Ñled the required reports on a timely basis, except for
(1) one late Ñling for each of the following directors: William T. Lynch (relating to two sale transactions),
Robert L. McCoy (relating to six sale transactions) and Togo D. West (relating to two purchase
transactions), (2) one late Ñling for each of the following oÇcers: Scott A. Livengood (relating to one
purchase transaction of 100 shares upon the listing of our common stock on The New York Stock Exchange)
and Steve Gorman and Donald B. Henshall (each relating to initial ownership upon becoming an oÇcer) and
(3) three late Ñlings (in each case relating to initial ownership upon becoming a 10% or greater beneÑcial
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holder and eleven sales transactions) for each of the following members of Jubilee Investments Limited
Partnership (formerly McAleer Investments Limited Partnership) who are deemed to beneÑcially hold more
than 10% of our common stock: Jeanne Sanderford, Shannon M. Silverman, Sandra M. Middlebrooks,
Elizabeth Tillman and Patricia Dorgan.

VIEW PROXY STATEMENTS AND ANNUAL REPORTS ON THE INTERNET

We may in the future give our shareholders the option of viewing proxy statements and annual reports to
shareholders on the internet instead of receiving them by mail. If we make this option available to
shareholders, and if you agree to access future proxy statements and annual reports to shareholders online, we
expect you will continue to receive a proxy card in the mail, but not paper copies of the proxy statement and
annual report to shareholders. These proxy cards will contain the web site address and other necessary
information to view the proxy statement and annual report to shareholders online, and to submit your vote. In
order to take advantage of the Internet viewing option, you will need access to a computer, an internet access
account and may need software such as Adobe Acrobat Reader.

If you wish to take advantage of this option (if and when we oÅer it), you may make this election when
completing the enclosed proxy card for this year's annual meeting by checking the appropriate box next to the
statement concerning the viewing of proxy statements and annual reports of shareholders on the Internet. If
we oÅer the option to view these materials online in the future, your consent to view them online rather than
receiving them by mail will be eÅective until you cease being a shareholder, until we cease oÅering the
Internet viewing option or until you revoke your consent. If you elect to view these materials on the Internet,
and then later change your mind, you may revoke your election at any time by sending a letter to Krispy
Kreme Doughnuts, Inc., 370 Knollwood Street, Winston-Salem, North Carolina 27103, Attention: Secretary.
We will resume sending you paper copies if you revoke your election.

SHAREHOLDERS' PROPOSALS FOR 2003 ANNUAL MEETING

Any shareholder who wishes to present a proposal appropriate for consideration at Krispy Kreme's 2003
Annual Meeting of Shareholders must submit the proposal in proper form to Krispy Kreme at the address set
forth on the Ñrst page of this Proxy Statement no later than December 25, 2002 for the proposal to be
considered for inclusion in Krispy Kreme's Proxy Statement and form of proxy relating to such annual
meeting. Krispy Kreme must be notiÑed of any other shareholder proposal intended to be presented for
consideration at the 2003 Annual Meeting not later than March 10, 2003 or else proxies may be voted on such
proposal at the discretion of the persons named in the 2003 proxy.

HOUSEHOLDING

In 2001, we adopted a new procedure approved by the Securities and Exchange Commission called
""householding.'' Under this procedure, multiple shareholders who share the same last name and address and
do not participate in electronic delivery will receive only one copy of the annual proxy materials, unless they
notify us that they wish to continue receiving multiple copies. We have undertaken householding to reduce our
printing costs and postage fees.

If you wish to opt-out of householding and continue to receive multiple copies of the proxy materials at
the same address, you may do so at any time prior to thirty days before the mailing of proxy materials, which
typically are mailed in April of each year, by notifying us in writing at: Investor Relations, 370 Knollwood
Street, Winston-Salem, North Carolina 27103. You also may request additional copies of the proxy materials
by notifying us in writing at the same address.

If you share an address with another shareholder and currently are receiving multiple copies of the proxy
materials, you may request householding by notifying us at the above-referenced address.
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OTHER MATTERS

All of the expenses involved in preparing, assembling, and mailing this Proxy Statement and the materials
enclosed herewith and soliciting proxies will be paid by Krispy Kreme. We may reimburse banks, brokerage
Ñrms and other custodians, nominees and Ñduciaries for expenses reasonably incurred by them in sending
proxy materials to beneÑcial owners of our common stock. The solicitation of proxies will be conducted
primarily by mail but may include telephone, electronic or oral communications by directors, oÇcers or
regular employees of Krispy Kreme, acting without special compensation.

The Board of Directors is aware of no other matters, except for those incidental to the conduct of the
annual meeting, that are to be presented to shareholders for formal action at the Annual Meeting. If, however,
any other matters properly come before the Annual Meeting or any postponement, adjournment or
adjournments thereof, it is the intention of the persons named in the proxy to vote the proxy in accordance
with their judgment.

If you plan to attend the Annual Meeting, please indicate your plan to do so as provided in the proxy.
Whether or not you plan to attend, you are urged to Ñll in, date, sign and mail the accompanying proxy card,
vote by telephone or vote by using the Internet as soon as possible. If you do attend and wish to vote at the
Annual Meeting, you may revoke your proxy at that time.

BY ORDER OF THE BOARD OF DIRECTORS,

RANDY S. CASSTEVENS
Secretary
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ANNEX A

Krispy Kreme Doughnuts, Inc.

Charter of the Audit Committee of the Board of Directors

I. Audit Committee Purpose

The Audit Committee of Krispy Kreme Doughnuts, Inc. is appointed by the Board of Directors to assist
the Board in fulÑlling its oversight responsibilities. The Audit Committee's primary duties and responsibilities
are to:

‚ Monitor the integrity of the Company's Ñnancial reporting process and systems of internal controls
regarding Ñnance, accounting, and legal compliance.

‚ Monitor the independence and performance of the Company's independent auditors and internal
auditing department.

‚ Provide an avenue of communication among the independent auditors, management, the internal
auditing department, and the Board of Directors.

The Audit Committee has the authority to conduct any investigation appropriate to fulÑlling its
responsibilities, and it has direct access to the independent auditors as well as to anyone in the organization.
The Audit Committee has the ability to retain, at the Company's expense, special legal, accounting, or other
consultants or experts it deems necessary or appropriate in the performance of its duties.

II. Audit Committee Composition and Meetings

Audit Committee members shall meet the requirements of the New York Stock Exchange. The Audit
Committee shall be comprised of three or more directors as determined by the Board, each of whom shall be
independent, non-executive directors, free from any relationship that would interfere with the exercise of his or
her independent judgment. All members of the Committee shall have a basic understanding of Ñnance and
accounting and be able to read and understand fundamental Ñnancial statements, and at least one member of
the Committee shall have accounting or related Ñnancial management expertise.

Audit Committee members shall be appointed by the Board. If an Audit Committee Chairman is not
designated or not present at any scheduled Audit Committee meeting, the members of the Committee may
designate a Chairman by majority vote of the Committee membership.

The Committee shall meet at least four times annually, or more frequently as circumstances dictate. The
Audit Committee Chairman shall prepare and/or approve an agenda in advance of each meeting. The
Committee should meet privately in executive session at least annually with management, the independent
auditors, and as a Committee to discuss any matters that the Committee or any of these groups indicate to the
Committee should be discussed. In addition, the Committee, or at least its Chairman, should communicate
with management and the independent auditors quarterly to review the Company's Ñnancial statements and
signiÑcant Ñndings based upon the auditors' limited review procedures.

III. Audit Committee Responsibilities and Duties

Review Procedures

1. Review and reassess the adequacy of this Charter at least annually. Submit the Charter to the Board of
Directors for approval and have the document published at least every three years in accordance with
SEC regulations.

2. Review the Company's annual audited Ñnancial statements prior to Ñling or distribution. Review
should include discussion with management and independent auditors of signiÑcant issues regarding
accounting principles, practices and judgments. Discuss any signiÑcant changes to the Company's
accounting principles and any items required to be communicated by the independent auditors in
accordance with SAS 61.
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3. In consultation with the Company's management, independent auditors, and internal auditors,
consider the integrity of the Company's Ñnancial reporting processes and controls. Discuss signiÑcant
Ñnancial risk exposures and the steps management has taken to monitor, control, and report such
exposures. Review signiÑcant Ñndings prepared by the independent auditors and the internal auditing
department together with management's responses.

4. Review with Ñnancial management and the independent auditors the Company's quarterly Ñnancial
results prior to the public release of earnings and/or the Company's quarterly Ñnancial statements
prior to Ñling or distribution. The Chairman of the Committee may represent the entire Audit
Committee for purposes of this review.

Independent Auditors

1. The independent auditors are ultimately accountable to the Audit Committee and to the Board of
Directors. The Audit Committee shall review the independence and performance of the auditors and
annually recommend to the Board of Directors the appointment of the independent auditors or
approve any discharge of auditors when circumstances warrant.

2. Approve the fees and other signiÑcant compensation to be paid to the independent auditors.

3. On an annual basis, the Committee should review and discuss with the independent auditors all
signiÑcant relationships they have with the Company that could impair the auditors' independence.

4. Review the independent auditors' audit plan Ì discuss scope, staÇng, locations, reliance upon
management, and internal audit and general audit approach.

5. Prior to releasing the year-end earnings, discuss the results of the audit with the independent auditors.
Discuss certain matters required to be communicated to audit committees in accordance with SAS 61.

6. Consider the independent auditors' judgment about the quality of appropriateness of the Company's
accounting principles as applied in its Ñnancial reporting.

Internal Audit Department and Legal Compliance

1. On at least an annual basis, review the activities, and organizational structure of the internal audit
department. Also, as needed, review any reports of the internal audit department along with
management's response to these reports.

2. On at least an annual basis, review with the Company's counsel any legal matters that could have a
signiÑcant impact on the organization's Ñnancial statements, the Company's compliance with
applicable laws and regulations, and inquiries received from regulators or governmental agencies.

Other Audit Committee Responsibilities

1. Annually prepare a report to shareholders as required by the Securities and Exchange Commission.
The report should be included in the Company's annual proxy statement.

2. Perform any other activities consistent with this Charter, the Company's by-laws, and governing law,
as the Committee of the Board deems necessary or appropriate.

3. Maintain minutes of meetings and periodically report to the Board of Directors on signiÑcant results.

4. Periodically perform self-assessment of Audit Committee performance.

5. Review Ñnancial and accounting personnel succession planning within the Company.

6. Annually review policies and procedures associated with Directors' and OÇcers expense accounts and
perquisites. Annually review a summary of Director and OÇcers' related party transactions and
potential conÖicts of interest.
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Krispy Kreme Doughnuts, Inc.
Investor Relations

370 Knollwood Street
Winston-Salem, North Carolina 27103

Vote by Internet - www.proxyvoting.com/KKD. Use the Internet to transmit your voting instructions and for electronic delivery of information until 11:59 p.m. Eastern
Time on June 4, 2002. Have your proxy card in hand when you access the web site. You will be prompted to enter your 8-digit Control Number which is located above to
obtain your records and to create an electronic voting instruction form. If you vote by Internet, you do not need to return the proxy card.

Vote by Telephone - 1-800-404-7833. Use any touch-tone telephone to transmit your voting instructions until 11:59 p.m. Eastern Time on June 4, 2002. Have your proxy
card in hand when you call. You will be prompted to enter your 8-digit Control Number which is located above and then follow the simple instructions the Vote Voice
provides you. If you vote by telephone, you do not need to return the proxy card.

Vote by Mail. Mark, sign, and date your proxy card and return it in the postage-paid envelope we have provided or return it to Krispy Kreme Doughnuts, Inc., c/o Proxy
Services, P.O. Box 2022, Jersey City, NJ 07303-9661.

COMMON STOCK OF KRISPY KREME DOUGHNUTS, INC.
This proxy is solicited by the Board of Directors for the June 5, 2002 Annual Meeting of Shareholders

The undersigned hereby appoints Scott A. Livengood, John W. Tate and Randy S. Casstevens, and each of them, the proxy of the undersigned to vote the common stock
of the undersigned at the Annual Meeting of Shareholders of Krispy Kreme Doughnuts, Inc. (the ""Company'') to be held on June 5, 2002, and any adjournment or
postponement thereof.

1. Election of Class III Directors. 3. Approval of amendments to the Company's 2000 Stock Incentive Plan
01) John N. McAleer, 02) Robert L. Strickland, 03) William T. Lynch and increasing the number of shares of common stock issuable over the term of the
04) James H. Morgan plan by 5,500,000 shares to 9,996,000 shares in the aggregate.
n FOR all nominees for director listed above (except as marked to the

n FOR amendment.
contrary).

n AGAINST amendment.
n WITHHOLD AUTHORITY to vote for all nominees listed above.

n ABSTAIN.
n WITHHOLD AUTHORITY to vote for an individual nominee. Write

4. RatiÑcation of the appointment of PricewaterhouseCoopers LLP as thename(s) below.
independent public accountants for the 2003 Ñscal year.

n FOR ratiÑcation.
2. Approval of an amendment to the Company's articles of incorporation increas-

n AGAINST ratiÑcation.
ing the number of authorized shares of common stock from 100,000,000 shares

n ABSTAIN.
to 300,000,000 shares.

5. In accordance with their best judgment with respect to any other matters that
n FOR amendment.

may properly come before the meeting.
n AGAINST amendment.

n ABSTAIN.
(Continued and to be signed on opposite side)

If you agree to view future Proxy Statements and Annual Reports to Shareholders of the Company on the Internet instead of receiving paper copies

in the mail as described in the accompanying Proxy Statement (to the extent the Company makes such option available), please check the following

box: n

If you plan to attend the Annual Meeting of Shareholders in person, please check the following box: n

The Board of Directors favors a vote ""FOR'' the election as directors of the persons named in this proxy and accompanying Proxy Statement,

""FOR'' the approval of an amendment to the Company's articles of incorporation increasing the number of authorized shares of common stock from

100,000,000 to 300,000,000 shares, ""FOR'' the approval of amendments to the Company's 2000 Stock Incentive Plan increasing the number of shares

issuable over the term of the plan by 5,500,000 shares to 9,996,000 shares and ""FOR'' ratiÑcation of the appointment of PricewaterhouseCoopers LLP

as the Company's independent public accountants, and unless instructions to the contrary are indicated in the space provided, this proxy will be so

voted.

Date: , 2002

Please sign this Proxy exactly as name appears on the Proxy.

Note: When signing as attorney, trustee, administrator or guardian,

please give your title as such. In the case of joint tenants, each joint

owner must sign.



Krispy Kreme Doughnuts, Inc.
Investor Relations
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COMMON STOCK OF KRISPY KREME DOUGHNUTS, INC.

This proxy is solicited by the Board of Directors for the June 5, 2002 Annual Meeting of Shareholders

The undersigned hereby appoints Scott A. Livengood, John W. Tate and Randy S. Casstevens, and each of them, the proxy of the
undersigned to vote the common stock of the undersigned at the Annual Meeting of Shareholders of Krispy Kreme Doughnuts, Inc.
(the ""Company'') to be held on June 5, 2002, and any adjournment or postponement thereof.

1. Election of Class III Directors. 3. Approval of amendments to the Company's 2000 Stock Incentive
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tion increasing the number of authorized shares of common stock

n ABSTAIN.
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n AGAINST amendment.

n ABSTAIN.
(Continued and to be signed on opposite side)

If you agree to view future Proxy Statements and Annual Reports to Shareholders of the Company on the Internet instead of receiving paper copies

in the mail as described in the accompanying Proxy Statement (to the extent the Company makes such option available), please check the following

box: n

If you plan to attend the Annual Meeting of Shareholders in person, please check the following box: n

The Board of Directors favors a vote ""FOR'' the election as directors of the persons named in this proxy and accompanying Proxy Statement,

""FOR'' the approval of an amendment to the Company's articles of incorporation increasing the number of authorized shares of common stock from

100,000,000 to 300,000,000 shares, ""FOR'' the approval of amendments to the Company's 2000 Stock Incentive Plan increasing the number of shares

issuable over the term of the plan by 5,500,000 shares to 9,996,000 shares and ""FOR'' ratiÑcation of the appointment of PricewaterhouseCoopers LLP

as the Company's independent public accountants, and unless instructions to the contrary are indicated in the space provided, this proxy will be so

voted.

Date: , 2002

Please sign this Proxy exactly as name appears on the Proxy.

Note: When signing as attorney, trustee, administrator or guardian,

please give your title as such. In the case of joint tenants, each joint

owner must sign.
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