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Item 1.01 Entry into a Material Definitive Agreement

At its March 18, 2005 meeting, the Compensation Committee (the “Committee”) of the
Board of Directors of Stage Stores, Inc. (the “Company”) took the following actions:

Fiscal 2004 Incentive Bonuses and Payments. The Committee approved the payment of
annual bonus awards (“Incentive Bonuses”) in 2005 for 2004 fiscal year performance to the
Company’s eight executive officers under the Company’s Bonus Incentive Plan based upon
the Company’s achievement of a combination of the following business criteria as
approved by the Company’s shareholders at the 2004 Annual Meeting of Shareholders: (i)
the Company’s Pre-Tax Income and (ii) the Company’s comparable store sales increase
versus a designated comparator group.

The Committee recognized that the Incentive Bonuses were negatively affected by the
impact of the lease accounting changes reported by the Company in a Form 8-K filed on
March 21, 2005. The Committee considered the fact that the lease accounting changes did
not impact the trend of operations or net cash flow. As approved by the Company’s
shareholders, the business criteria described above are subject to adjustments by the
Committee to remove or add the effect of unusual events. In addition, the Incentive
Bonuses are subject to modification at the discretion of the Committee. The Committee
concluded that the impact of the lease accounting changes constituted an unusual event
which should not negatively affect the amount of the Incentive Bonuses to be paid in 2005.
Therefore, the Committee approved the payment of additional, discretionary Incentive
Bonuses to each of the eight executive officers in the aggregate amount of approximately
$282,000 to offset the negative impact of the lease accounting changes and to reward those
individuals to the full extent they would have been rewarded had the lease accounting
changes not been made.

Material Terms of the 2005 Executive Officer Performance Goals. The Committee
approved the participants, performance targets and business criteria for Incentive Bonuses
to be paid in 2006 for performance during the fiscal year ending January 28, 2006. As
approved by the Company’s sharcholders at the 2004 Annual Meeting, the approved
business criteria are a combination of (i) the Company’s Pre-Tax Income and (ii) the
Company’s comparable store sales increase versus a designated comparator group.
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