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We faced unique and unprecedented
chaiienges this past fiscal year, as economic
conditions, particularly in the second half
of the year, influenced the discretionary
spending and behavior of our customers.
In the face of these challenges, we continued
1o make strides 'ins*t’sfehgthemng our
infrastructure and téki’mg the strategic
steps needéd to position the

Compamy for the future.

Owy fiscal 2010 initiatives will
put the Comgmn}f n a stronger
long-term paéiﬁaﬂ to drive sales

and become more profitable.

We continue to '?’eh%iéin:tme to

our brands - offering Co;ﬁpelliﬂg
merchandise assortments that i

our customers’ needs, style, versdiiiity
and comfort with a strong quality

value proposition.

Lorna Nagler
President & CEO




For fiscal 2009, Christopher & Banks' results fell well
short of our expectations. Sales were $531 million,
down 5.4% from the year before, and we reported
a loss, including discontinued operations, of $0.36
per share. We have no long-term debt and our bal-
ance sheet remains strong, as we ended the year
with $95 million in cash, cash equivalents and long-
term investments, while internally funding more
than $18 million in capital expenditures.

We continue to manage our business thought-
fully and conservatively. We made considerable
progress on a number of strategies intended to
reposition the Company for long-term growth,
as well as adjust our business model in response
to the extraordinary economic conditions. Qur
entire team is currently focused on five key initia-
tives that present considerable opportunity for
productivity and operating margin recovery over
the next several years: (i) cost controls, inven-
tory management and preserving our strong bal-
ance sheet; (i) enhancing our value message and
brand differentiation; (iii) increasing our focus on
the smaller markets on which the Company was
founded; (iv) growing our plus size market share;
and (v) expanding our e-Commerce business.

These initiatives reflect our commitment to our cus-
tomers, to our associates, to our community and,
most importantly, to our financial strength, all of
which support our commitment to our shareholders.

Commitment to Financial Strength.

During the year, we made a number of significant,
and in some cases difficult, changes in our busi-
ness model to reduce expenses, improve efficien-
cies and position us for a return to profitability.

* Our first full year of e-Commerce business ex-
ceeded our expectations and represents consid-
erable future growth opportunities.

¢ In December we completed the closing of our
Acorn division. This will allow us to focus solely
on our two core brands and we expect this will be
accretive to future earnings.

* We scrutinized our entire business model and in
response implemented a number of SG&A cost
recluctions. As a result, we expect to achieve
more than $15 million in SG&A savings this year.

» Our supply chain has been analyzed from start
to finish, resulting in a number of efficiencies
and considerable freight cost savings. We ex-
pect to achieve additional savings and operat-
ing efficiencies in fiscal 2010 from these efforts.

* We reduced headcount at our headquarters and
streamlined our store operations organization.

Commitment to Our Customers.

Cost savings alone are not the road to long-term
success. We are committed to offering personal
customer service, attention to fit, exceptional
value and unique designs she has come to expect.

* As our brand continues to be more customer
centric it is essential we understand her prefer-
ences and expectations. This past year, we lis-
tened to our customers by conducting fit clinics,
focus groups, and qualitative and quantitative
research studies.

* We continue to identify ways to improve our
products and the customer experience. These
include the introduction of a Petite line of cloth-
ing — now in over 300 stores; accessories such as
jewelry to enhance her wardrobe — now in more
than 350 stores; and an enhanced fit initiative to
offer our customers solutions for her size and
shape, that are comfortable and make her look
and feel her best.

e Our two e-Commerce sites enable us to reach
new customers and offer 24/7 shopping. We will
continue to enhance our e-Commerce offerings
and features.

¢ Introduction of our first dual store concept that
creates one store for missy, petite and plus ... so
each customer feels valued under one roof while
we realize operational efficiencies.



Commitment to Our Community.

We also understand the importance of being a good
corporate citizen and the positive effect our actions
have on the community and our environment.

» A Commitment to Ethical Sourcing — Our manu-
facturers are expected to meet and are inspect-
ed on our social compliance standards relating
to working conditions, overtime, health and
safety issues, among others.

A Commitment to Giving Back — This year a
teacher scholarship program was launched to
fund 35 scholarships annually to assist aspiring or
current teachers with tuition costs. We continue
to be a long-time sponsor of various MS Society
events, including the Minnesota MS Walk.

A Commitment to Being “Green” — There are
a number of initiatives at headquarters and in
the field to eliminate or reduce waste. Our new
shopping bags are made from 100% recycled
materials. Also, this year’s annual report is print-
ed on recycled paper and will be distributed to
most shareholders electronically.

Commitment to Our Associates.

We recognize that investing in our associates
creates dedicated and focused individuals com-
mitted to executing our strategies, enhancing the
customer store experience and delivering value to
our shareholders.

e Building a sense of community and an in-
novative culture through various recognition
programs, including quarterly Leadership and
Unsung Hero awards.

* Effective communications through lunch and learn
programs, informal town hall meetings with
the Company’s associates, employee satisfaction
surveys and enhanced foundational management
training.

e Attracting new leadership and investing in key
positions such as Logistics, Planning & Allocation,
and Store Operations.

In closing, we understand that we face a difficult
economic environment in fiscal 2010. Nonethe-
less, we intend to meet these challenges head-
on. Through our continued focus both on our five
key initiatives and our commitments, we expect
to emerge as a stronger company when the econ-
omy improves and deliver on our commitment to
you, our shareholders — to provide value over the
fong-term.

Sincerely,

W

Lorna E. Nagler
President and Chief Executive Officer
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PART I
ITEM 1.
BUSINESS

General

Christopher & Banks Corporation is a Minneapolis, Minnesota-based retailer of women’s apparel, which
operates retail stores through its wholly-owned subsidiaries, collectively referred to as “Christopher & Banks” or the
“Company.” As of May 1, 2009, the Company operated 814 stores in 46 states, including 547 Christopher & Banks
stores and 267 C.J. Banks stores. The company also operates two e-commerce enabled web sites for its two brands
at www.christopherandbanks.com and www.cjbanks.com.

History

Christopher & Banks Corporation, a Delaware Corporation, was incorporated in 1986 to acquire Braun’s
Fashions, Inc., which had operated as a family-owned business since 1956. The Company became a publicly traded
corporation in 1992 and in July 2000, the Company’s stockholders approved a change in the Company’s name from
Braun’s Fashions Corporation to Christopher & Banks Corporation. The Company’s plus-size C.J. Banks brand
was developed internally and opened its first stores in August 2000. The Company’s Christopher & Banks and C.J.
Banks e-commerce websites began operating in February 2008 to further meet its customers’ needs for quality,
value and convenience. On July 31, 2008, the Company announced its decision to exit its Acorn business, which it
acquired in November 2004, and all 36 of the Company’s Acorn stores were closed by December 31, 2008.

Christopher & Banks/C.J. Banks Brands

The Company’s Christopher & Banks brand offers distinctive fashions featuring exclusively designed,
coordinated assortments of women’s apparel in sizes 4 to 16 in its 547 stores and on its web site at
www.christopherandbanks.com. In addition, petite sizes are offered in approximately 300 of the Company’s
Christopher & Banks stores. The Company’s C.J. Banks brand offers similar assortments of women’s apparel in
sizes 14W to 24W in its 267 stores an on its web site at www.cjbanks.com. Approximately 350 of the Company’s
stores also offer a unique selection of accessories to compliment its apparel assortments.

The casual lifestyle brand fashions sold by Christopher & Banks and C.J. Banks are typically suitable for
both work and leisure activitics and are offered at moderate price points. The target customer for Christopher &
Banks and C.J. Banks generally ranges in age from 40 to 60 and is typically part of the female baby boomer
demographic.

Segments
For details regarding the operating performance of the Company’s reportable segments, see Note 20 to the
Consolidated Financial Statements, which is incorporated herein by reference.

Strategy .

The Company strives to provide its Customers quality apparel at a great value with a perfect fit. The
Company’s overall strategy for its two brands, Christopher & Banks and C.J. Banks, is to consistently offer a
fashionable apparel assortment through its stores and e-commerce web sites in order to satisfy its target customer’s
expectations for style, quality, value and fit, while providing exceptional, personalized customer service.

The Company has competitively positioned itself to offer merchandise assortments reflecting current
fashion, balanced between classic and trend right apparel, at affordable prices. To differentiate itself from its
competitors, the Company’s buyers, working in conjunction with the Company’s internal design group, create a
merchandise assortment of coordinated outfits which is manufactured exclusively for the Company under its
proprietary Christopher & Banks and C.J. Banks brand names.

Strategic Initiatives
Following is a summary of several key strategic initiatives on which the Company is focusing its efforts in
fiscal 2010. Other information related to these key elements of the Company’s business follows this summary.



Cost Controls

The Company will continue to execute its cost-savings initiatives in fiscal 2010. For the year, selling,
general and administrative (“SG&A”) expenses are expected to be reduced by at least $15 million through
reductions of store-related costs, headcount, travel, and marketing expenditures. In addition to the savings
in SG&A expenses, the Company plans to realize approximately $3 million of savings in outbound freight
costs. The Company will also continue to focus on reducing occupancy costs through aggressive lease
renegotiations and diligently exercising rent reductions related to sales volume and opening or co-tenancy
violations.

Reduction of Capital Expenditures

The Company has taken a conservative approach to store growth in fiscal 2010, planning to open a
maximum of five new stores. Total fiscal 2010 capital expenditures are planned to range from $8 to $9
million, down approximately 50% from the $18.4 million of capital expenditures in fiscal 2009.

Inventory Management

In fiscal 2010, the Company will continue to employ strict inventory management, targeting continued
inventory reductions in the first half of the year. Inventory receipts were planned down approximately 20%
in the spring season. During the year, the Company will continue to manage its inventory levels through
SKU rationalization and improved store assorting based on sales volume, climate, and size and fashion
preferences.

E-commerce

In fiscal 2010, the Company plans to continue to grow its Christopher & Banks and C.J. Banks e-commerce
businesses. Web site visual presentation will be enhanced and merchandise offerings will be expanded to
include exclusive online-only merchandise categories, styles, sizes and lengths. In an effort to drive
additional traffic to its web sites, the Company plans to increase its online marketing efforts and leverage
its newly-launched online associate ordering system, which allows the Company’s store associates the
opportunity to service customers through direct access to the Company’s e-commerce sites.

Marketing

In fiscal 2010, the Company plans to strengthen its customer relationship management (“CRM”) programs.
The Company will continue to accumulate and incorporate customer data into its CRM program in an effort
to drive additional customer traffic to its stores and web sites and increase overall brand awareness. The
Company’s database of customer names increased 30% in fiscal 2009, while the number of customer email
addresses doubled to 1.8 million over the same period. Fiscal 2010 CRM efforts will focus primarily on
email communication, which management believes is the most cost effective and efficient method of
communicating with customers.

Small Markets

*

In fiscal 2010, the Company plans to renew its focus on the smaller markets that have traditionally been the
foundation of the Company’s success. Stores located in smaller, rural markets generally have higher
productivity and lower occupancy costs, resulting in higher operating margins. Approximately 50% of the
Company’s stores are located in small, rural and captured markets. While same-store sales have declined in
these markets, the declines have been somewhat less than in the remainder of the Company’s stores. The
Company plans to develop its grass roots marketing efforts to increase communication and connections
with customers in these markets in an effort to improve its overall results of operations.

Growth — C.J. Banks

The Company will continue to focus on growth opportunities with its plus size brand, C.J. Banks, in fiscal
2010. In late summer 2009, the Company plans to open its first dual store concept which will give it the
opportunity to offer all three size ranges, missy, petite and plus, within one store, resulting in greater
operating efficiencies. In addition, in fall 2009, the Company plans to introduce capsules of its C.J. Banks
plus size merchandise in a select test group of Christopher & Banks stores to further capitalize on
increasing its plus size market share.



Merchandise

In fiscal 2009, the Company’s merchandise primarily included women’s apparel generally consisting of
knit tops, shirtings, novelty jackets, sweaters, skirts, denim bottoms and bottoms of other fabrications. The
Company carried dresses in a select number of stores and also began selling a variety of accessories to compliment
its apparel assortments in approximately 350 stores in fiscal 2009.

Historically, sweaters have accounted for a large percentage of the Company’s sales. Over the past few
years, the Company has shifted merchandise receipts away from its sweater category and expanded its offerings in
other merchandise categories. Sweaters comprised approximately 20% of the Company’s sales in fiscal 2009 and
2008, and 23% of its sales in fiscal 2007.

With the assistance of a new merchandise planning and allocation system, the Company analyzed and
reduced the number of SKUs carried at each store in an effort to increase inventory productivity. In addition, the
new system gave the Company the capability to manage its merchandise assortment by climate zone. In fiscal 2009,
the Company began tailoring its assortment for “cold,” “mild” and “hot” climates.

In fiscal 2009, the Company transitioned away from delivering new product assortments six times each
year to a more even pattern of flowing fresh styles and colors to its stores on a monthly basis. During the year, the
Company continued to refine and update its merchandise offerings. The Company focused on balancing its more
traditional novelty styles with core basics and updated silhouettes, patterns and prints. In addition, the Company
offered various solution-based products that addressed its customers’ desires for comfort and fit. The Company’s
recent fit initiative also established technical specifications for the Company’s merchandise to ensure consistent
high-quality fabrication and uniform standards for size and fit.

The Company plans to continue to explore potential merchandise and brand extensions that could be
complementary to its current products and brands. In fiscal 2008, the Company tested a collection of petite sizes in
approximately 95 Christopher & Banks stores. Based on favorable customer response, the Company expanded the
program in fiscal 2009 to feature petite sizes in approximately 300 Christopher & Banks stores. Beginning in fiscal
2009, accessories were carried in approximately 150 of the Company’s stores. In fiscal 2010, jewelry will be
available in approximately 350 stores and scarves will be offered in all stores in fiscal 2010.

In fiscal 2010, the Company also plans to further capitalize on its plus-size C.J. Banks brand. Capsules of
C.J. Banks merchandise will be carried in approximately 30 test Christopher & Banks stores located in markets that
do not have C.J. Banks store locations. The Company will analyze the results of this test and, based on demand,
may add C.J. Banks merchandise to additional Christopher & Banks locations to meet the needs of its plus size
customer in markets where she is underserved.

Sourcing

In fiscal 2009, the Company began executing a significant shift in its sourcing strategy by aligning itself
with new key suppliers with expertise along all of the Company’s merchandise categories. As a result of partnering
with these new vendors, the Company was able to diversify country of production, improve payment terms, increase
flexibility and reduce risk. These vendor partners also possess significant expertise in consistent production
standards and quality control. Prior to fiscal 2009, the Company directly imported the majority of its goods as the
declared importer of record, with substantially all production occurring in China, Hong Kong and Singapore. As a
result of implementing its new sourcing structure, the Company reduced its level of direct importing as the declared
importer of record. Approximately 48% of its merchandise purchases were imported directly in fiscal 2009,
compared to 78% of its purchases in fiscal 2008. The Company anticipates the amount of merchandise it imports
directly will continue to decline in fiscal 2010. In spite of the reduction of direct imports, substantially all of the
Company’s merchandise was manufactured overseas in fiscal 2009 and management expects this to continue in
fiscal 2010.

During fiscal 2009, the Company’s ten largest vendors provided approximately 52% of the Company’s
purchases. One vendor accounted for approximately 15% of the Company’s purchases, while another supplied the
Company with 11% of its merchandise. Although the Company has strong partnerships with these vendors, there
can be no assurance that these relationships can be maintained in the future or that these vendors will continue to
supply merchandise to the Company. If there should be any significant disruption in the supply of merchandise
from these vendors, management believes that it will be able to shift production to other suppliers so as to continue
to secure the required volume of products. Nevertheless, it is possible that any significant disruption in supply could
have a material adverse impact on the Company’s financial position or results of operations.
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In fiscal 2009 and 2008, the Company purchased approximately 25% and 47% of its merchandise,
respectively, through one buying agent (the “Agent”). As the Company has continued the process of establishing
relationships with additional primary suppliers, the Company and the Agent terminated their sourcing arrangement
effective as of December 2008. The Company is not subject to long-term purchase commitments or arrangements
with any of its suppliers or agents.

Marketing

In order to increase awareness of its brands, the Company continued the expansion of its marketing efforts
in fiscal 2009. The Company spent approximately 1.5% of its net sales on marketing-related expenditures in fiscal
2009, compared to approximately 1.0% of net sales in fiscal 2008. In fiscal 2010, the Company plans to execute its
marketing strategies as efficiently as possible and limit marketing-related expenditures to approximately 1.0% of
anticipated revenues for the year. Compelling window and in-store marketing materials are used to communicate
the Company’s fashion and promotional messages. The Company utilizes its CRM database, which is hosted by an
outside service provider, to analyze customer purchase history to make strategic decisions regarding various
marketing initiatives. The Company also issues email messages to customers regarding new product arrivals and
features, in-store promotions or other offers and events.

The Company plans to maximize its CRM programs in fiscal 2010. The Company will continue to
accumulate and incorporate customer data into its CRM program in an effort to drive additional customer traffic to
its stores and web sites, encourage cross shopping between its stores and online web sites and increase overall brand
awareness. The Company’s database of customer names increased 30% in fiscal 2009, while the number of
customer email addresses doubled to 1.8 million over the same period. Fiscal 2010 CRM efforts will focus
primarily on email communication, which is the most cost-effective and efficient method of communicating with
customers. In addition, the Company plans to continue to tailor its email messages to segmented groups of
customers in an effort to drive stronger response rates from its messages.

In addition to maximizing its CRM programs, the Company plans to increase its focus on grass roots
marketing efforts in fiscal 2010. These special events, many of which are coordinated at the store level, are
designed to create a sense of community in our stores that reward customer loyalty while giving the Company an
opportunity to attract new customers.

In fiscal 2010, the Company also plans to renew its focus on the smaller markets that have traditionally
been the foundation of the Company’s success. Approximately 50% of the Company’s stores are located in small,
rural or captured markets. While same-store sales have declined in these markets, the declines have been slightly
less than in the remainder of the Company’s stores. The Company plans to utilize its grass roots marketing efforts to
increase communication and connections with customers in these markets. Stores located in the smaller, rural
markets generally have higher productivity and lower occupancy costs, resulting in higher operating margins.

E-commerce

In February 2008, the Company launched separate e-commerce web sites for its Christopher & Banks and
C.J. Banks brands. These web sites give customers the ability to view and purchase the Company’s merchandise
online at www.christopherandbanks.com and www.cjbanks.com. The Company currently sells essentially the same
selection of merchandise on its web sites that it features in its Christopher & Banks and C.J. Banks stores. In fiscal
2009, the Company began offering a greater size selection through its e-commerce web sites.

Inventory and order fulfillment for the Company’s e-commerce operations is handled by a third-party
provider. The Company’s web sites offer convenience and product research capabilities to its customers, which
management believes will generate incremental sales. Further, management believes that the web sites provide the
Company with a means to drive additional traffic to its Christopher & Banks and C.J. Banks stores and increase
brand awareness.

In fiscal 2010, the Company plans to continue to grow its Christopher & Banks and C.J. Banks e-commerce
businesses. Web site visual presentation will be enhanced and merchandise offerings will be expanded to include
exclusive online-only merchandise categories, styles, sizes and lengths. In an effort to drive additional traffic to its
web sites, the Company plans to increase its online marketing efforts and leverage its newly-launched online
associate ordering system, which allows the Company’s store associates the opportunity to service customers
through direct access to the Company’s e-commerce sites.
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~ The Company’s web sites referenced above are for textual reference only and such references are not
intended to incorporate the Company’s web sites into this Annual Report on Form 10-K.

Information Technology

Management continued to make upgrades to critical components of its information systems in fiscal 2009.
In the first quarter the Company completed the installation of new point-of-sale registers in 550 of its stores. The
new registers provide the Company with updated point-of-sale (“POS”) technology. Management anticipates these
new registers will help improve operating efficiencies and provide enhanced communication abilities with its stores.
All of the Company’s POS registers are polled nightly to collect SKU-level sales data and inventory information,
including information by style, color and size. Management evaluates this information to analyze same-store sales
results, profitability and to formulate and implement Company-wide merchandise pricing decisions.

In fiscal 2009, the Company completed the installation of a new merchandise planning and allocation
system. The system allows enhanced product allocation models which gives the Company increased flexibility
regarding product distribution by store sales volume, climate and customer size and fashion preferences. In
addition, the financial planning modules of this system have begun to provide the Company with more in-depth
product analysis capabilities. The Company also completed the implementation of a new suite of financial software
applications in fiscal 2009.

In fiscal 2010, while the Company plans to conservatively approach additional investment in its
information systems, it is committed to maintaining its existing systems and making certain critical enhancements.
The Company plans to implement an upgrade to its store software application that will facilitate enhanced customer
service through electronic signature capture and facilitation of PIN-based debit transactions.

Distribution, Planning and Allocation .
The Company utilizes a single distribution center in Plymouth, Minnesota to receive and distribute
merchandise to its stores. Once received at the Company’s distribution center, merchandise is counted and
processed for distribution to its stores. In fiscal 2009, the Company analyzed its supply chain and implemented
process improvements resulting in increased efficiency in merchandise receiving, packing and distribution. In
addition, the Company transitioned to a new national carrier to deliver daily shipments from the Company’s
distribution center to its stores which resulted in decreased merchandise time-in-transit and reduced shipping costs.

In fiscal 2009, the Company completed the implementation of its new merchandise planning and allocation
system. Through the use of the new allocation modules, the Company has gained increased flexibility in product
placement. Functionality from this system has allowed the Company to more easily manage its merchandise
assortment based on differences in store sales volume and climate, as well as customer size and fashion
preferences. The system has provided the Company with improved forecasting of sales, merchandise margins and
inventory levels and allows the Company to continue to execute strict inventory controls. Throughout fiscal 2010,
the Company will utilize the system to enhance inventory productivity by performing SKU rationalization analysis
and store unit capacity planning, resulting in improved product flow. The Company began to realize benefits from
the new planning and atlocation system in the second half of fiscal 2009 and anticipates increased benefits in fiscal
2010.

Real Estate/Leasing

During fiscal 2009, the Company opened 15 new Christopher & Banks stores and 14 new C.J. Banks
stores. The Company closed ten Christopher & Banks stores and four C.J. Banks stores during the year. In addition,
the Company closed all of its Acorn stores in conjunction with its plan announced in July 2008 to fully exit its
Acorn division business by December 31, 2008.

Given the current economic environment, and the Company’s desire to control capital investments to
facilitate cash preservation, management is planning a more conservative approach to store expansion for fiscal
2010. In fiscal 2010, the Company is planning to open a maximum of five new stores, including its first dual store
concept as described further below. The Company also intends to close approximately 15 stores. Total fiscal 2010
capital expenditures are planned to range from $8 to $9 million, down approximately 50% ftom the $18.4 million of
capital expenditures in fiscal 2009. The Company will also continue to focus on reducing occupancy costs through
aggressive lease renegotiations and diligently exercising rent reductions related to sales volume and co-tenancy
violations.

5



The Company typically uses a prototype store design for each of its store concepts. These store designs are
regularly modified and updated, with an updated Christopher & Banks store prototype most recently developed in
fiscal 2008. The store design is intended to provide an open and inviting environment, which enables the Company
to deliver a focused merchandise presentation to its customers. In fiscal 2010, the Company plans to open its first
dual store concept which will give it the opportunity to offer all three size ranges, missy, petite and plus, within one
store, resulting in greater operating efficiencies.

The Company historically completed a major or minor remodeling of each store on a ten-year cycle as
leases expired. However, since a substantial majority of the Company’s stores currently utilize a similar prototype
design, the Company plans to remodel stores on an as-needed basis in fiscal 2010. Nonetheless, minor
improvements, such as carpet replacement and painting, will continue to be made throughout the Company’s stores
as appropriate.

The Company has historically operated the majority of its stores in enclosed shopping malls. Management
intends to focus future store expansion in off-mall locations due to the convenience these locations provide the
Company’s customers. Management also believes it has the greatest opportunity for future store growth with its C.J.
Banks brand, which operates 267 stores, compared to its 547 Christopher & Banks locations. While the Company
may from time to time consider the acquisition or organic development of other retail concepts, it is not exploring
such options at this time.

Store Operations

The Company manages its stores in a manner that encourages participation by the store manager in the
execution of the Company’s business and operational strategies. The Company’s store operations are organized into
districts and regions. Each district is managed by a district manager, who typically supervises an average of 14
stores. The Company has three regional vice presidents who supervise its district managers.

In January 2009, the Company reorganized its field supervision structure. Districts and regions were
realigned geographically across both the Christopher & Banks and C.J. Banks brands. The reorganization resulted
in increased efficiencies and cost savings, allowing field supervisors to spend less time traveling and more time in
their stores working with and managing their team of associates.

The Company strives to provide a quality in-store experience. Its friendly and knowledgeable associates
work to cater to its customers’ needs. Store associate training includes on-the-floor selling programs and
information about product knowledge and wardrobing solutions.

Competition

The women’s retail apparel business is highly competitive. To differentiate itself from its competitors, the
Company’s buyers, working in conjunction with the Company’s internal design group, create a merchandise
assortment which is manufactured exclusively for the Company under its proprietary Christopher & Banks and C.J.
Banks brand names. The Company believes that the principal bases upon which it competes are unique, exclusively
designed merchandise selection, quality garment construction, value, visual merchandise presentation, personalized
customer service and store location. The Company competes with a broad range of national and regional retail
chains that sell similar merchandise, including department stores and specialty stores. Many of these competitors
are larger and have greater financial resources than the Company. The Company believes that its unique
merchandise assortments, strong visual presentation, product quality, affordable merchandise price and customer
service enable the Company to compete effectively.

Employees

As of May 1, 2009, the Company had approximately 2,100 full-time and 6,200 part-time employees. The
number of part-time employees typically increases during November and December. Approximately 228 of the
Company’s associates are employed at its corporate office and distribution center facility, with the remaining
associates employed in its store organization. None of the Company’s employees is represented by a labor union or
is subject to a collective bargaining agreement. The Company has never experienced a work stoppage and considers
its relationship with its employees to be good.



Seasonality

The Company’s quarterly results may fluctuate significantly depending on a number of factors, including
general economic conditions, consumer confidence, customer response to the Company’s seasonal merchandise mix,
timing of new store openings, adverse weather conditions, shifts in the timing of certain holidays and shifts in the
timing of promotional events.

Trademarks and Service Marks

The Company, through its wholly-owned subsidiary, Christopher & Banks Company, is the owner of the
federally registered trademark and service mark “christopher & banks,” which is its predominant private brand, and
“cj banks,” its plus-size private brand. Management believes these primary marks are important to the Company’s
business and are recognized in the women’s retail apparel industry. Accordingly, the Company intends to maintain
these marks and the related registrations. U.S. trademark registrations are for a term of ten years and are renewable
every ten years as long as the trademarks are used in the regular course of trade. Management is not aware of any
challenges to the Company’s right to use these marks in the United States.

Available Information

The Company makes available free of charge, on or through its web site, located at
www.christopherandbanks.com under the heading Investor Relations, its Annual Report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as soon as reasonably practicable after the Company
electronically files such material with, or furnishes it to, the Securities and Exchange Commission.

ITEM 1A.
RISK FACTORS

Our business is subject to a variety of risk and the following risk factors should be considered carefully in
evaluating our business and the forward-looking information in this document. Set forth below are the most
significant factors which could cause actual results to differ materially from the forward-looking statements or
information in this document. Please also see the “Statement Regarding Forward-Looking Disclosures™ in Item 7
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.” The risks described
below are not the only risks our business faces. We may also be adversely affected by additional risks not presently
known to us or that we currently deem less significant or unlikely than those listed.

The global economic crisis could have a material adverse effect on the Company s liquidity.

The recent distress in the financial markets has resulted in extreme volatility in security prices and
diminished liquidity and credit availability, and there can be no assurance that our liquidity will not be affected by
changes in the financial markets and the global economy. Although we believe that the cash provided by our
operations and through our short and long-term investments will provide us with sufficient liquidity through the
current credit crisis, the current economic crisis could be more prolonged and pervasive than anticipated. We have
significant amounts of cash and cash equivalents that are invested in various tax exempt or treasury money market
funds. With the current financial environment and the instability of financial institutions, we cannot be assured that
we will not experience losses on our investments.

All of our stores are located within the United States, making us highly susceptible to deteriorations in U.S.
macroeconomic conditions and consumer confidence.

All of our stores are located within the United States, making our results highly dependent on U.S.
consumer confidence and the health of the U.S. economy. In addition, a significant portion of our total sales is
derived from stores located in eight states: Indiana, lowa, Michigan, Minnesota, Illinois, Ohio, Pennsylvania and
Wisconsin, resulting in further dependence on local economic conditions in these states. Deterioration in
macroeconomic conditions and consumer confidence could negatively impact our business in many ways, including:



* slowing sales growth or reduction in overall sales;
o reducing gross margins; and
e  increasing our expenses.

The current downturn in the U.S. economy is likely to continue to negatively affect discretionary consumer
purchases of apparel, including our merchandise, and thus impact our results of operations and continued growth. It
is difficult to predict how long the current economic, capital and credit market conditions will continue and what
long-term impact, if any, they will have on our business. In the short-term, however, these conditions have
negatively affected our results of operations.

If we are unable to anticipate or react to changing consumer preferences in a timely manner, our sales,
merchandise margins and operating income could decline.

Our success largely depends on our ability to consistently gauge fashion trends and provide merchandise
that satisfies customer demands for each of our two brands in a timely manner. Any missteps may affect
merchandise desirability and inventory levels, since we enter into agreements to manufacture and purchase our
merchandise well in advance of the selling season for such merchandise. Our failure to anticipate, identify or react
appropriately in a timely manner to changes in fashion trends could lead to lower sales, missed opportunities, excess
inventories and more frequent and larger markdowns, which could have a material adverse impact on our business.
Merchandise misjudgments could also negatively impact our image with our customers and result in diminished
brand loyalty.

Our ability to manage inventory levels may impact our results.

The long lead time usually required for our merchandise makes customer demand difficult to predict and
responding to changes quickly a challenge. Our financial condition could be materially adversely affected if we are
unable to manage inventory levels and respond to short-term shifts in customer demand patterns. Inventory levels in
excess of customer demand may result in excessive markdowns and, therefore, lower than planned margins. On the
other hand, if we underestimate demand for our merchandise we may experience inventory shortages resulting in
missed sales and lost revenues. Either of these events could harm our operating results and brand image.

The absence of or further reduction in mall traffic could significantly reduce our sales and leave us with unsold
inventory.

A significant portion of our current stores are located in shopping malls. Sales at these stores are
contingent, in large part, on the volume of traffic in those malls. Sales volume has been adversely affected by the
reduction in traffic at malls generally and at specific malls due to the economic downturn, the closing of anchor
department stores and competition from non-mall retailers and other malls where we have fewer stores. A decline in
the desirability of the shopping environment of a particular mall, or in the popularity of mall shopping generally
among our customers, could limit the number of customers visiting our stores. This could decrease our level of sales
and leave us with excess inventory. In such circumstances, we may respond by increasing markdowns or initiating
marketing promotions to reduce excess inventory, which could further decrease our merchandise margins and
operating income.

We operate in a highly competitive retail industry. The size and resources of some of our competitors may allow
them to compete more effectively than we can, which could result in loss of market share.

The women’s specialty retail industry is highly competitive. We compete primarily with women’s apparel
retailers, department stores, catalog retailers and Internet businesses that also engage in the retail sale of women’s
apparel. We believe that the principal bases upon which we compete are the quality, design and price of our
merchandise and the quality of our customer service. Many of our competitors are companies with greater financial,
marketing and other resources. They may be able to adapt to changes in customer requirements more quickly,
devote greater resources to the marketing and sale of their products, generate greater national brand recognition
and/or adopt more aggressive pricing policies than we can. In addition, an increased level of promotions or
discounted sales by our competitors may adversely affect response rates to our merchandise or to our own level of
promotions or sales. As a result, we may lose market share, which could reduce our revenues, merchandise margins
and operating income. In addition to competing for sales, we compete for favorable store locations, lease terms and
qualified associates. ‘



Fluctuations in our level of same-store sales could adversely affect our earnings growth and stock price.

A variety of factors has historically affected, and will continue to affect, our comparable stores sales results
and profit margins. These factors include fashion trends and customer preferences, changes in our merchandise mix,
competition, economic conditions, weather, effective inventory management and new store openings. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” under Item 7. There is
no assurance that we will achieve positive levels of same-store salés and earnings growth, and any decline in our
future growth or performance could have a material adverse effect on the market price of our common stock, as well
as result in further impairment in our long-lived (i.e., store) assets.

Our stock price has experienced, and could continue to experience in the future, substantial volatility as a
result of many factors, including recent global economic conditions, broad market fluctuations and public perception
of the prospects for the women’s apparel industry. Failure to meet market expectations, particularly with respect to
comparable store sales, net revenues, operating margins and earnings per share, would likely result in a decline in
the market price of our stock.

Our results of operations could deteriorate if we fail to attract, develop and retain qualified employees.

Our success depends to a significant extent both on the continued services of our current executive and
senior management team, as well as our ability to attract, hire, motivate and retain qualified employees, including
store personnel, in the future. The turnover rate in the retail industry’s store operations is high, and qualified
individuals of the requisite caliber and number needed to fill open positions may be in short supply in some
geographic areas. Significant increases in employee turnover rates could have a material adverse effect on our
business, financial condition and results of operations. We believe we have benefited substantially from the
leadership and strategic guidance of our key executives and members of our creative team, who are primarily
responsible for developing our merchandise and reinforcing our brand identity. The loss, for any reason, of the
services of any of these key individuals could delay or adversely affect the implementation of our strategies and
tactics or the merchandise we offer.

Our ability to achieve the results of our SG&A expense and capital expenditure reduction program may impact our
operating results.

In order to maintain or improve our operating margins, we need to successfully manage our operating costs.
We have previously announced a program to reduce our SG&A expenses by more than $15 million and our capital
expenditures by $8 million in fiscal 2010, as part of a major drive to improve overall operating effectiveness. The
benefits associated with our initiatives are based on forecasts, which may vary substantially from our actual results.
We cannot assure the successful implementation of our planned cost reductions and capital expenditure reduction
plans. Our inability to successfully manage labor costs, occupancy costs or other operating costs, or our inability to
take advantage of opportunities to reduce operating costs, could adversely affect our operating margins and our
results of operations. '

We are highly dependent on a few suppliers who primarily manufacture overseas and our reliance on foreign
sources of production poses various risks.

We do not own or operate any manufacturing facilities and depend on independent third parties to
manufacture our merchandise. We cannot be certain that we will not experience operational difficulties with our
manufacturers, such as reductions in the availability of production capacity, errors in complying with merchandise
specifications, insufficient quality control and failures to meet production deadlines or increases in manufacturing
costs.

In fiscal 2009, approximately 48% of our merchandise was directly imported from foreign factories and our
ten largest suppliers accounted for approximately 52% of the merchandise we purchased. Substantially all of the
Company’s directly imported merchandise is manufactured in Southeast Asia. Purchases from the Company’s
largest overseas supplier accounted for approximately 15% of total purchases in fiscal 2009. The majority of these
goods are produced in China, Hong Kong and Singapore. An adverse change in the status of our relationship with
our largest supplier or any event causing a sudden disruption of manufacturing or imports from Asia or elsewhere,
including the imposition of additional import restrictions, could materially harm our operations. We have no long-
term merchandise supply contracts, and we compete with other companies for production facilities and import quota

capacity.



As we purchase a significant portion of our merchandise that is manufactured overseas, we are subject to

the various risks of doing business in foreign markets and importing merchandise from abroad, such as:

e imposition of new legislation relating to import quotas or other restrictions that may limit the quantity
of our merchandise that may be imported into the United States from countries in regions where we do
business;
significant delays in the delivery of cargo due to port security considerations;

e imposition of anti-dumping or countervailing duties in response to an investigation as to whether a
particular product being sold in the United States at less than fair value may cause (or threaten to
cause) material injury to the relevant domestic industry;

e financial or political instability in any of the countries in which our merchandise is manufactured;
impact of natural disasters and public health concerns on our foreign sourcing offices and vendor
manufacturing operations;

e fluctuation in the value of the U.S. dollar against foreign currencies or restrictions on the transfer of
funds;

e potential recalls for any merchandise that does not meet our quality standards; and

e disruption of imports by labor disputes and local business practices.

We cannot predict whether any of the foreign countries in which our merchandise is manufactured, or in
which our merchandise may be manufactured in the future, will be subject to import restrictions by the
U.S. government. Any sudden disruption of manufacturing or imposition of trade restrictions, such as increased
tariffs or more restrictive quotas on apparel or other items we sell, could affect the import of such merchandise and
could increase the cost or reduce the supply of merchandise available to us and adversely affect our business,
financial condition, results of operations or liquidity. '

In addition, the raw materials used to manufacture our merchandise are subject to availability constraints
and price volatility caused by high demand for fabrics, weather conditions, supply conditions, government
regulations, economic climate and other unpredictable factors. Increases in the demand for, or the price of, raw
materials used to manufacture our merchandise could have a material adverse effect on our cost of sales or our
ability to meet our customers’ needs. We may not be able to pass all or a material portion of such higher raw
material costs on to our customers, which could negatively impact our profitability.

Our inability to maintain the value of our brands and our trademarks may adversely affect our business and
financial performance.

Our success depends in part on the value of our Christopher & Banks and C.J. Banks brands. The
Christopher & Banks and C.J. Banks names are integral to our business, as well as to the implementation of our
strategies for expanding our business. Maintaining, promoting and positioning our brands will depend largely on the
success of our design, merchandising and marketing efforts and our ability to provide a consistent, high quality
customer experience. Our brands could be adversely affected if we fail to achieve these objectives for one or both of
these brands and our public image and reputation could be tarnished by negative publicity. Any of these events
could negatively impact sales.

We also believe that our “christopher & banks” and “cj banks” trademarks are important to our success. -
Even though we register and protect our trademarks and other intellectual property rights, there is no assurance that
our actions will protect us from the prior registration by others or prevent others from infringing our trademarks and
proprietary rights or seeking to block sales of our products as infringements of their trademarks and proprietary
rights. If we cannot adequately protect our marks or prevent infringement of them, our business and financial
performance could suffer. '

We face challenges to grow our business and to manage our growth.

Our growth is dependent, in large part, upon our ability to successfully add new stores. In addition, on a
routine basis, we close underperforming stores, which may result in write-offs. The success of our growth strategy,
which involves opening fewer stores in fiscal 2010 than in the past several years, depends upon a number of factors,
including the identification of suitable markets and sites for new stores, negotiation of leases on acceptable terms,
construction or renovation of sites in a timely manner at acceptable costs and maintenance of the productivity of our
existing store base. Our failure to open new stores on a timely basis, obtain acceptance in markets in which we
currently have limited or no presence, attract qualified management and personnel or appropriately adjust
operational systems and procedures would have an adverse affect on our growth prospects.
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Our ability to successfully upgrade and maintain our information systems to support the needs of the organization is
subject to various risks.

We rely heavily on information systems to manage our operations, including a full range of retail, financial,
sourcing and merchandising systems, and regularly make investments to upgrade, enhance or replace these systems.
We have invested significantly the past several years in a number of system implementations and upgrades at a
considerable cost and it is possible these improvements will not be as effective as planned or yield the anticipated
benefits. The reliability and capacity of our information systems is critical. Despite our preventative efforts, our
systems are vulnerable from time-to-time to damage or interruption from, among other things, security breaches,
computer viruses, power outages and other technical malfunctions. Any disruptions affecting our information
systems, or any delays or difficulties in transitioning to new systems or in integrating them with current systems,
could have a material adverse impact on our business. Any failure to maintain adequate system security controls to
protect our computer assets and sensitive data, including customer data, from unauthorized access, disclosure or use
could also damage our reputation with our customers.

In addition, our ability to continue to operate our business without significant interruption in the event of a
disaster or other disruption depends in part on the ability of our information systems to operate in accordance with
our disaster recovery and business continuity plans.

We depend significantly on a single operations and distribution facility.

All of our administrative and distribution operations are housed in a single facility. A significant
interruption in the operation of this facility due to natural disasters, accidents or other events could reduce our ability
to receive and provi