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3250 Van Ness Avenue
San Francisco, California 94109

www.williams-sonomainc.com

NOTICE OF 2006 ANNUAL MEETING OF SHAREHOLDERS

MEETING DATE: Tuesday, May 23, 2006
TIME: 9:00 a.m. Pacific Daylight Time
PLACE: Williams-Sonoma, Inc.

3250 Van Ness Avenue

San Francisco, California 94109
ITEMS OF BUSINESS: 1)  The election of our Board of Directors;

2)  The amendment and restatement of the Williams-Sonoma, Inc. 2001 Long-Term
Incentive Plan to (i) increase the shares issuable under the plan by 6,000,000 shares, plus
705,743 shares that remain available for issuance in our 1993 Stock Option Plan and our 2000
Nonqualified Stock Option Plan as of March 15, 2006, plus any shares subject to outstanding
options under these plans that subsequently expire unexercised, up to a maximum of 754,160
shares and (ii) to make certain other amendments;

3)  The ratification of the selection of Deloitte & Touche LLP as our independent registered
public accounting firm for the fiscal year ending January 28, 2007; and

4)  Such other business as may properly come before the meeting or any adjournment or
postponement of the meeting.

WHO CAN VOTE: You may vote if you were a shareholder of record as of March 24, 2006.

DATE OF MAILING: This notice, the Proxy Statement and the Annual Report are first being mailed to shareholders
on or about April 14, 2006.

By Order of the Board of Directors

Seth R. Jaffe

Secretary

YOUR VOTE IS IMPORTANT

Instructions for submitting your proxy are summarized in the Proxy Statement and on your proxy card. It is important that your shares be
represented and voted at the Annual Meeting. Please submit your proxy through the Internet, by telephone, or mark, sign, date and promptly
return the enclosed proxy card in the enclosed envelope. Any proxy may be revoked at any time prior to its exercise at the Annual Meeting.
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3250 Van Ness Avenue
San Francisco, California 94109

www.williams-sonomainc.com

PROXY STATEMENT FOR 2006 ANNUAL MEETING OF SHAREHOLDERS

GENERAL INFORMATION

Our Board of Directors is soliciting this Proxy Statement and the enclosed proxy card for use at our 2006 Annual Meeting of Shareholders, to be
held on Tuesday, May 23, 2006 at 9:00 a.m. Pacific Daylight Time, and for any adjournment or postponement of the meeting. Our Annual
Meeting will be held at our corporate headquarters located at 3250 Van Ness Avenue, San Francisco, California 94109. Our Annual Report to
Shareholders for the fiscal year ended January 29, 2006, or fiscal 2005, including our financial statements for fiscal 2005, is also enclosed. These
proxy materials are first being mailed to shareholders on or about April 14, 2006.

What is the purpose of the Annual Meeting?

Shareholders will be asked to vote on the following matters:

1) The election of our Board of Directors;

2) The amendment and restatement of the Williams-Sonoma, Inc. 2001 Long-Term Incentive Plan to (i) increase the shares issuable
under the plan by 6,000,000 shares, plus 705,743 shares that remain available for issuance in our 1993 Stock Option Plan and our
2000 Nonqualified Stock Option Plan as of March 15, 2006, plus any shares subject to outstanding options under these plans that
subsequently expire unexercised, up to a maximum of 754,160 shares and (ii) to make certain other amendments;

3) The ratification of the selection of Deloitte & Touche LLP as our independent registered public accounting firm for the fiscal year
ending January 28, 2007; and

4) Such other business as may properly come before the meeting or any adjournment or postponement of the meeting, including
shareholder proposals. At this time, we do not know of any other matters to be brought before the Annual Meeting.

Who may vote?
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Only shareholders of record at the close of business on March 24, 2006, the record date, are entitled to receive notice of and to vote at the
Annual Meeting. Each holder of our common stock will be entitled to one vote for each share of our common stock owned as of the record date.
As of the record date, there were 114,893,520 shares of our common stock outstanding and entitled to vote, and there were 503 shareholders of
record, which number does not include shares held in the name of a bank or brokerage firm. We do not have any outstanding shares of preferred
stock.

How do I vote?

You may vote in person at the Annual Meeting, electronically by submitting your proxy through the Internet, by telephone or by returning the
enclosed proxy card in the enclosed envelope before the Annual Meeting. Proxies properly executed, returned to us on a timely basis and not
revoked will be voted in accordance with the instructions contained in the proxy. If any matter not described in this Proxy Statement is properly
presented for action at the meeting, the persons named in the enclosed proxy will have discretionary authority to vote according to their best
judgment.
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How do I vote electronically or by telephone?

You may vote electronically by submitting your proxy through the Internet or by telephone. The Internet and telephone voting procedures are
designed to authenticate your identity as a Williams-Sonoma, Inc. shareholder, to allow you to vote your shares and to confirm that your
instructions have been properly recorded. Specific instructions to be followed for voting through the Internet or by telephone are summarized
below in this Proxy Statement and on your proxy card.

Shares Registered Directly in the Name of the Shareholder

If your shares are registered directly in your name in our stock records maintained by our transfer agent, Wells Fargo Shareowner Services, then
you may vote your shares:

on the Internet at www.eproxy.com/wsm/; or

by calling Wells Fargo Shareowner Services from within the United States at 800-560-1965.

Proxies for shares registered directly in your name that are submitted through the Internet or by telephone must be received before noon Pacific

Daylight Time on Monday, May 22, 2006.

Shares Registered in the Name of a Brokerage Firm or Bank

If your shares are held in an account at a brokerage firm or bank, you should follow the voting instructions on your proxy card.

What if I return my proxy card directly to the company, but do not provide voting instructions?

If a signed proxy card is returned to us without any indication of how your shares should be voted, votes will be cast FOR the election of the
directors named in this Proxy Statement, FOR the described amendment and restatement of our 2001 Long-Term Incentive Plan and FOR the
ratification of the selection of Deloitte & Touche LLP as our independent registered public accounting firm for the fiscal year ending January 28,
2007.

How many votes must be present to hold the Annual Meeting?

Shareholders holding a majority of our outstanding shares as of the record date must be present in person or by proxy at the Annual Meeting so
that we may transact business. This is known as a quorum. Shares that are voted in person or by the Internet, telephone or signed proxy card, and
abstentions and broker non-votes, will be included in the calculation of the number of shares considered to be present for purposes of
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determining whether there is a quorum at the Annual Meeting.

What is a broker non-vote?

The term broker non-vote refers to shares that are held of record by a broker for the benefit of the broker s clients but that are not voted at the
Annual Meeting on certain non-routine matters set forth in New York Stock Exchange, or NYSE, Rule 402.08(b) because a broker did not
receive instructions from the broker s clients on how to vote the shares and, therefore, was prohibited from voting the shares.

What is cumulative voting and when does it occur?

Cumulative voting is a system of shareholder voting to elect directors that allows a shareholder to cast all of the shareholder s votes for a single
director or multiple directors. If a shareholder requests that cumulative voting take place, then every shareholder entitled to vote may cumulate
votes for director nominees, and you will be entitled to cast as many votes as are equal to the number of shares owned by you as of the record
date multiplied by the number of directors to be elected. To engage in cumulative voting, a shareholder entitled to vote at the Annual Meeting
must give notice of the shareholder s intention to cumulate votes before voting begins. If that occurs, you may cumulate votes only with respect
to the election of director nominees whose names were placed
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in nomination prior to the voting for directors. Cumulative votes may be cast for one director nominee or distributed among two or more director
nominees. For example, if you owned 100 shares of our common stock as of the record date and ten directors were being elected, you would
have 1,000 votes (100 shares multiplied by ten directors) to cast for one or more of the director nominees at the Annual Meeting.

A director elected by cumulative voting only can be removed without cause by the same cumulative voting standards.

As of the date of this Proxy Statement, we have not received notice that any shareholder has requested the ability to cumulate votes for directors.

How many votes are needed to elect directors?

The ten director nominees receiving the highest number of votes at the Annual Meeting will be elected as directors. This is called a plurality.
Your proxy will be voted in accordance with your instructions. If no instructions are given, the proxy holders will vote FOR each of the director
nominees. Since directors are elected by a plurality, broker non-votes and abstentions will have no effect on the outcome of the election.

How many votes are needed to approve Proposals 2 and 3?

Proposal 2, the amendment and restatement of our 2001 Long-Term Incentive Plan, and Proposal 3, the ratification of the selection of our
independent registered public accounting firm, require the affirmative vote of a majority of the shares represented and voting at the Annual

Meeting and a majority of the quorum required to transact business at the Annual Meeting. Proxy cards marked abstain and broker non-votes are
not counted as votes cast. Proxy cards marked abstain or broker non-votes will have the effect of a NO vote on Proposal 2 and Proposal 3 if the
number of affirmative votes cast for either proposal is a majority of the votes cast but does not constitute a majority of the quorum required to
transact business at the Annual Meeting.

Are there any shareholder proposals this year?

No. We did not receive notice on or before December 21, 2005 of any shareholder proposals requesting inclusion in our Proxy Statement for the
Annual Meeting or of any shareholder proposals to be raised at the Annual Meeting.

What if I want to change my vote(s)?

You may revoke your proxy prior to the close of voting at the Annual Meeting by any of the following methods:

sending written notice of revocation to our Secretary;
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sending a signed proxy card bearing a later date to our Secretary; or

attending the Annual Meeting, revoking your proxy and voting in person.

What is householding?

Householding is a cost-cutting procedure used by us and approved by the Securities and Exchange Commission, or SEC. Under the
householding procedure, we send only one Annual Report and Proxy Statement to shareholders of record who share the same address and last
name, unless one of those shareholders notifies us that the shareholder would like a separate Annual Report and Proxy Statement. A shareholder
may notify us that the shareholder would like a separate Annual Report and Proxy Statement by phone at 415-421-7900 or at the following
mailing address: 3250 Van Ness Avenue, San Francisco, California 94109, Attention: Annual Report Administrator. If we receive such
notification that the shareholder wishes to receive a separate Annual Report and Proxy Statement, we will promptly deliver such Annual Report
and Proxy Statement. A separate proxy card is included in the materials for each shareholder of record. If you wish to update your participation
in householding, you may contact your broker or our mailing agent, ADP Investor Communication Services, at 800-542-1061.

10
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What if I received more than one proxy card?

If you received more than one proxy card, it means that you have multiple accounts with brokers and/or our transfer agent. You must complete
each proxy card in order to vote all of your shares. If you are interested in consolidating your accounts, you may contact your broker or our
transfer agent, Wells Fargo Shareowner Services, at 800-468-9716.

Who pays the expenses incurred in connection with the solicitation of proxies?

We pay all of the expenses incurred in preparing, assembling and mailing this Proxy Statement and the materials enclosed. We have retained
Skinner & Company to assist in the solicitation of proxies at an estimated cost to us of $6,000. Some of our officers or employees may solicit
proxies personally or by telephone or other means. None of those officers or employees will receive special compensation for such services.

11
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PROPOSAL 1

ELECTION OF DIRECTORS

What is this proposal?

This is a proposal to elect our Board of Directors.

How many members are on our Board?

Our Board consists of ten members who are elected annually.

Has the Board determined which directors are independent?

The Board has determined that Sanjiv Ahuja, Adrian D.P. Bellamy, Adrian T. Dillon, Jeanne P. Jackson, Michael R. Lynch, Richard T.
Robertson and David B. Zenoff meet the independence requirements of our Policy Regarding Director Independence, which is part of our
Corporate Governance Guidelines. Accordingly, the Board has determined that none of these directors has a material relationship with us and
that they are independent within the meaning of the NYSE and SEC director independence standards, as currently in effect. Further, our Board
committees satisfy the independence requirements of the NYSE and SEC. The Board s independence determination was based on information
provided by our directors and discussions among our officers and directors.

How often did our Board meet in fiscal 2005?

During fiscal 2005, our Board held a total of 6 meetings. Each incumbent director who was a member of our Board during fiscal 2005 attended
at least 75% of the total Board meetings and the meetings held by all committees of the Board on which such director served.

What is our policy for director attendance at the Annual Meeting?

Our policy is that directors who are up for election at our Annual Meeting should attend the Annual Meeting. All but one of the incumbent
directors who was a member of our Board at the time of our 2005 Annual Meeting attended the meeting.

How can shareholders communicate with members of the Board?

12
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Shareholders may send written communications to the Board or to any of the directors at the following address: Secretary, Williams-Sonoma,
Inc., 3250 Van Ness Avenue, San Francisco, California 94109. All communications will be compiled by our Secretary and submitted to the
Board or an individual director, as appropriate, on a periodic basis.

What will happen if a nominee is unwilling or unable to serve prior to the Annual Meeting?

Our Board has no reason to believe that any of the nominees will be unwilling or unable to serve as a director. However, should a nominee
become unwilling or unable to serve prior to the Annual Meeting, our Nominations and Corporate Governance Committee would recommend
another person or persons to be nominated by our Board to stand for election, and your proxies would be voted for the person or persons selected
by the committee.

How are the directors compensated?

Directors do not presently receive any cash compensation for their service on our Board or Board committees. As their exclusive compensation
relating to Board and Board committee service, non-employee directors are awarded stock options. Specifically, we grant each non-employee
director an option to purchase 13,500 shares of our common stock upon the non-employee director s initial election to our Board. We also grant
to each non-employee director on the date of the Annual Meeting an option to purchase 12,500 shares of the company s common stock (so long
as the non-employee director has been serving on our Board for at least three months).

13
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We also annually grant to the chairperson of the Audit and Finance Committee an option to purchase 3,000 shares of our common stock and to
the chairpersons of the Compensation Committee and the Nominations and Corporate Governance Committee an option to purchase 1,000
shares of our common stock. The exercise price of these options is equal to the fair market value of our common stock on the date of the option
grant. These options granted to our non-employee directors and committee chairpersons vest one year from the date of grant. In addition, we
reimburse travel expenses related to attending Board, committee or our business meetings and offer discounts on our merchandise to all
non-employee directors and their spouses.

Does the Board hold executive sessions?

It is the Board s policy to have a separate meeting time for independent directors, typically during the regularly scheduled Board meetings. The
executive sessions are led by the chairperson of the Nominations and Corporate Governance Committee of the Board, an independent director.
The chairperson of the Nominations and Corporate Governance Committee is currently Michael R. Lynch.

Are there any family or other special relationships among the director nominees and our executive officers?

No. There are no family or special relationships between any director nominee or executive officer and any other director nominee or executive
officer. There are no arrangements or understandings between any director nominee or executive officer and any other person pursuant to which
he or she has been or will be selected as our director and/or executive officer.

Were any incumbent directors not elected at the 2005 Annual Meeting?

Yes. David B. Zenoff was appointed to the Board on August 17, 2005. Dr. Zenoff was identified by the Chairman of our Board, and his
candidacy was reviewed by the Nominations and Corporate Governance Committee and the full Board.

Information Regarding the Director Nominees

The following table sets forth information, as of March 24, 2006, with respect to each director nominee. Each director nominee furnished the
biographical information set forth below.

Executive Officers:

Director
Nominee Since Position with the Company and Recent Business Experience
W. Howard Lester 1979 Chairman since 1986
Chief Executive Officer, 1979 2001
Age 70 Director of Harold s Department Stores, Inc. (retail sales)

14
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Age 59
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1999 Chief Executive Officer since 2003
President and Chief Executive Officer, Ameritech (telecommunications), 2000 2002

President, SBC International Operations (telecommunications), 1999 2000

1983 Executive Vice President, Chief Marketing Officer since 2000

Executive Vice President, General Manager, Catalog, 1995 2000

15
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Independent Directors:

Nominee

Sanjiv Ahuja

Age 49

Adrian D.P. Bellamy

Age 64

Adrian T. Dillon

Age 52

Jeanne P. Jackson

Age 54

Michael R. Lynch

Age 54

Richard T. Robertson
Age 60
David B. Zenoff

Age 68

Director

Since

Position with the Company and Recent Business Experience

2003

1997

2005

2003

2000

2000

2005

Member of the Nominations and Corporate Governance Committee

Chief Executive Officer, Orange SA (wireless communications) since 2004

Chief Operating Officer, Orange SA, 2003 2004

Chief Executive Officer, Comstellar Technologies (telecommunications), 2000 2003
President, Telcordia Technologies (telecommunications), 1997 2000

Director of Mobistar S.A. (telecommunications)

Chairman of the Compensation Committee and member of the Nominations and Corporate
Governance Committee

Executive Chairman and Director of The Body Shop International PLC (personal care products)
since 2002

Chairman and Director of Reckitt Benckiser PLC (household, personal, health and food products)

Director of Gap Inc. (clothing)

Chairman of the Audit and Finance Committee

Executive Vice President Finance and Administration, Chief Financial Officer, Agilent
Technologies, Inc. (technology testing and analysis solutions) since 2001

Executive Vice President and Chief Financial and Planning Officer, Eaton Corporation
(diversified industrial manufacturing), 1997 2001

Member of the Audit and Finance Committee and Compensation Committee

Founding Partner, MSP Capital (strategy and investment services) since 2002

President and Chief Executive Officer, Walmart.com (on-line retail), 2000 2002

President and Chief Executive Officer, Banana Republic, division of Gap Inc. (clothing), 1995
2000

President and Chief Executive Officer, Gap Inc. Direct, division of Gap Inc., 1998 2000

Director of:

McDonald s Corporation (fast food)

Nike, Inc. (athletic apparel)

Nordstrom, Inc. (apparel)

Chairman of the Nominations and Corporate Governance Committee and member of the Audit and
Finance Committee

Advisory Board Member, GSC Partners (investment advisor) since 2005

Managing Director, Goldman, Sachs & Co. (investment banking), 1996 2005

Member of the Compensation Committee
President, Warner Bros. Domestic Television Distribution (entertainment) since 1989
Member of the Nominations and Corporate Governance Committee

President, David B. Zenoff and Associates, Inc. since 1973

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE ELECTION OF ALL OF THE
DIRECTORS LISTED ABOVE.

16
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What is our Director Emeritus program, and when was it initiated?

In 2003, we initiated our Director Emeritus program for directors who have, in the opinion of the Board, provided long and meritorious service
as members of the Board. Individuals who accept appointment to the position of Director Emeritus agree to provide advisory and consulting
services on such business matters as the Board may determine. These individuals may attend meetings of the Board, but do not vote on Board
matters.

Information Regarding Directors Emeriti

The following table sets forth information, as of March 24, 2006, with respect to each Director Emeritus.

Director

Emeritus
Director Emeritus Since Position with the Company and Business Experience
Charles E. Williams 2003 Director, 1973 2003
Age 90 Vice Chairman, 1986 2003

Founder

James A. McMahan 2003 Director, 1979 2003
Age 83 Chief Executive Officer of McMahan Furniture Stores (furniture), 1947 1999

What are the committees of our Board?

Our Board has the following committees, with the following members as of April 14, 2006:

Number of
Meetings in

Committee and Members Functions of Committee Fiscal 2005

Audit and Finance: Assists our Board in its oversight of: the integrity of our financial 6
statements; the qualifications, independence and performance of our

Adrian T. Dillon, Chairman independent auditor; the performance of our internal audit function; and

compliance by us with legal and regulatory requirements;

Jeanne P. Jackson
Prepares the report that the Securities and Exchange Commission rules

Michael R. Lynch require to be included in our annual proxy statement; and

Oversees the financial impact of selected strategic initiatives and
reviews selected financing, dividend and stock repurchase policies and
plans.

Compensation: Reviews and determines our executive officers compensation; 5

Adrian D.P. Bellamy, Chairman

17
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Reviews and determines our general compensation goals and
guidelines for our employees;

Reviews and determines our compensation policy for our
non-employee directors; and

Administers certain of our compensation plans and provides assistance
and recommendations with respect to other compensation plans.

18
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Number of
Meetings in

Committee and Members Functions of Committee Fiscal 2005
Nominations and Corporate 6
Reviews and recommends corporate governance policies;
Governance:
) ) Identifies and makes recommendations for nominees for director and
Michael R. Lynch, Chairman considers criteria for selecting director candidates;
Sanjiv Ahuja Considers shareholders director nominations; and
Adrian D.P. Bellamy Evaluates the performance of our Chief Executive Officer and
oversees the evaluation of the performance of our management and our
David B. Zenoff Board.

Will our Nominations and Corporate Governance Committee consider nominees recommended by shareholders?

Yes. Our Nominations and Corporate Governance Committee will consider nominees recommended by shareholders provided that such
nominees are submitted pursuant to the procedures and timelines described in the Nominations and Corporate Governance Committee Report
and Shareholder Proposals sections of this Proxy Statement.

Are there any disclosures relating to Compensation Committee interlocks and insider participation?

During fiscal 2005, none of our executive officers served as a member of the board of directors or compensation committee of any entity that has
one or more executive officers serving as a member of our Board or Compensation Committee.

19
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PROPOSAL 2

AMENDMENT AND RESTATEMENT OF OUR 2001 LONG-TERM INCENTIVE PLAN

What is this proposal?

This is a proposal to amend and restate our 2001 Long-Term Incentive Plan, so that we can use it to attract and retain employees to achieve our
goals and also receive a federal income tax deduction for certain compensation paid under the plan. The amended and restated plan is attached to
this Proxy Statement as Exhibit A.

Has our Board approved the amended and restated plan?

On March 15, 2006, our Board approved the amended and restated plan, subject to approval from our shareholders at the Annual Meeting. Our
named executive officers and directors have an interest in this proposal.

What changes are being made to the current plan?

The amended and restated plan includes a number of changes. The term of the amended and restated plan has been extended to March 15, 2016,
which is ten years from the date our Board adopted the amendment and restatement, unless the plan is terminated earlier by the Board. The
amended and restated plan will also increase the number of authorized shares of our common stock available for grant by 6,000,000 shares to
14,500,000 shares and will provide that any shares that remain available for issuance in our 1993 Stock Option Plan and our 2000 Nonqualified
Stock Option Plan as of March 15, 2006 up to a maximum of 705,743 shares, and any shares subject to outstanding options under these plans
that subsequently expire unexercised, up to a maximum of 754,160 shares, will instead be added to the pool of available shares under the 2001
Long-Term Incentive Plan. The 1993 Stock Option Plan and the 2000 Nonqualified Stock Option Plan will no longer be used to grant future
awards.

The amended and restated plan no longer will provide that no more than 30% of the shares available under the plan may be issued as restricted
stock or deferred stock awards. Instead, the shares now available for issuance under the plan will be reduced by one and nine-tenths shares for
every one share issued subject to a restricted stock, restricted stock unit or deferred stock award that is granted with a purchase or exercise price
of less than 100% of the fair market value after the date of this amendment and restatement. Currently, issuances of these awards reduce the pool
of shares available for future issuance by only one share for each share subject to the award.

The plan previously was amended to clarify that awards of restricted stock units and stock-settled stock appreciation rights may be granted under
the plan. However, the amended and restated plan is additionally amended to permit us to grant dividend equivalents. The per person limits on
stock options that may be granted in one calendar year now will represent a joint per person limit on stock options and stock-settled stock
appreciation rights. When a stock appreciation right is exercised, the amended and restated plan requires that all shares subject to the exercised
portion of the stock appreciation right (and not just the number of shares paid out under the award) will reduce the reserve of shares available for
future issuance under the plan on a one to one basis. The per person limits on restricted stock, restricted stock units and deferred stock awards
that may be granted in one calendar year now will represent a joint per person limit on restricted stock, restricted stock units and deferred stock
awards, and will be increased from 200,000 to 400,000.
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The amended and restated plan also now requires that future awards of restricted stock, restricted stock units and deferred stock awards have
minimum vesting schedules: if the award vests upon the achievement of performance objectives, the minimum period in which the award could
vest in full will be one year; if the award vests upon the recipient s continued service to us, then the award may not vest in full in less than three
years, except that the vesting of any award can be accelerated as a result of a merger or similar corporate event. In addition, to avoid potentially
adverse accounting consequences to us, the amended and restated plan provides that no award may be cashed out in the event of a merger or
similar corporate event and that, other than dividend equivalents, no awards may be paid out in cash.

10
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Finally, the amended and restated plan provides that the performance goals that the administrative committee may apply to an award may apply
to either the company, one of our business units, a product line or specific markets. The administrative committee s evaluation of performance
goals shall be appropriately adjusted to exclude any extraordinary non-recurring items or the effect of any changes in accounting principles
affecting our (or the applicable business unit s) reported results.

The changes will help us to achieve our goal of attracting, retaining and motivating our talented employees. The amended and restated plan will
also help us to increase shareholder value by giving us the expanded ability to link some of the vesting of awards to our performance and, as
noted above, may help us avoid adverse accounting treatment that could be imposed with respect to awards that may be paid in cash. We should
also be able to receive a federal income tax deduction for certain compensation paid under the plan.

How many shares are available for issuance under the amended and restated plan?

The plan initially allowed for the grant of up to 5,000,000 shares of our common stock and an additional 3,500,000 shares were authorized in
May 2004, for a total of 8,500,000 shares. As of March 24, 2006, 5,878,846 of these reserved shares were subject to outstanding options and
1,643,315 of these reserved shares remained available for grant. The amended and restated plan will increase the number of shares reserved for
grant by 6,000,000 shares, plus any shares that remain available for issuance in our 1993 Stock Option Plan and our 2000 Nonqualified Stock
Option Plan as of March 15, 2006, up to a maximum of 705,743 shares, plus any shares subject to outstanding options under these plans that
subsequently expire unexercised, up to a maximum of 754,160 shares. No future awards will be granted under the 1993 Stock Option Plan or the
2000 Nonqualified Stock Option Plan.

The amended and restated plan no longer will provide that no more than 30% of the shares available under the plan may be issued as restricted
stock or deferred stock awards. Instead, the shares now available for issuance under the plan will be reduced by one and nine-tenths shares for
every one share issued subject to a restricted stock, restricted stock unit or deferred stock award that is granted with a purchase or exercise price
of less than 100% of fair market value after the date of this amendment and restatement. Currently, issuances under these awards reduce the pool
of shares available for future issuance by only one share for each share subject to the award. Shares subject to stock options and stock
appreciation rights reduce the pool of shares available for future grant by one share for every share subject to the award. When a stock
appreciation right is exercised, all shares subject to the exercised portion of the stock appreciation right (and not just the number of shares paid
out under the award) will reduce the reserve of shares available for future issuance under the plan on a one to one basis. Shares used to pay the
exercise price of a stock option or used to satisfy tax withholding obligations shall not become available for future grant under the plan. Any
payout of dividend equivalents will not reduce the number of shares available for issuance under the plan, because such awards are payable in
cash. Similarly, the forfeiture of dividend equivalents will not increase the number of shares available for issuance under the plan.

SUMMARY OF THE AMENDED AND RESTATED PLAN

The following questions and answers provide a summary of the principal features of the amended and restated plan and its operation. This
summary is qualified in its entirety by the 2001 Long-Term Incentive Plan attached hereto as Exhibit A.

What types of awards are available under the plan?

We may grant the following types of incentive awards under the plan: (i) stock options; (ii) restricted stock; (iii) restricted stock units; (iv) stock
appreciation rights that are settled in shares; and (v) deferred stock awards.
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Who administers the plan?

A committee of at least two non-employee members of our Board administers the plan. To make grants to our officers or directors, the members
of the committee must qualify as non-employee directors under Rule 16b-3
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of the Securities Exchange Act of 1934, as amended. Members of the committee must also qualify as outside directors under Section 162(m) of
the Internal Revenue Code so that we can receive a federal tax deduction for certain compensation paid under the plan to our Chief Executive
Officer and the next four highest paid employees. The committee may delegate its authority under the plan to two or more members of the

Board, but only with respect to grants to certain of our employees with a corporate rank below senior vice president.

What are the powers of the committee?

Subject to the terms of the plan, the committee has the sole discretion to: (i) select the employees and directors who will receive awards;

(ii) determine the terms and conditions of awards such as the exercise price and vesting schedule; and (iii) interpret the provisions of the plan
and outstanding awards. The committee may not reduce the exercise price of stock options or stock appreciation rights, nor may it allow
employees to cancel an existing stock option or stock appreciation right in exchange for a new award, without prior consent from our
shareholders.

Who is eligible to receive awards?

The committee selects the employees and non-employee directors who will be granted awards under the plan. In addition, our non-employee
directors receive awards under the plan as compensation for Board service. The actual number of employees and non-employee directors who
will receive an award under the plan cannot be determined in advance because the committee has the discretion to select the participants. As of
March 14, 2006, 469 employees and seven non-employee directors were eligible to participate in the plan.

What awards may non-employee directors receive?

Non-employee directors are eligible for any of the awards available under the plan. In addition, our non-employee directors will receive annual
awards under the non-employee director award program portion of the plan, in connection with their service on our Board. The plan previously
was amended to provide that such annual awards may be of nonqualified stock options or such other awards as the committee determines.

Pursuant to the non-employee director award program portion of the plan, each new non-employee director will receive an option to purchase a
number of shares of our common stock determined by the committee, or such other awards as the committee determines, upon his or her election
to the Board and annually thereafter on the date of our Annual Meeting provided that he or she has then served as a non-employee director for at
least three months. For 2006, each new non-employee director will receive an option to purchase 13,500 shares of our common stock upon the
director s election to the Board and each continuing non-employee director who has served as a non-employee director for at least three months
will receive an option to purchase 12,500 shares of our common stock. In addition, the chairperson of the Audit and Finance Committee will
receive an option to purchase 3,000 shares of our common stock and the chairperson of each of the Compensation and Nominations and
Corporate Governance Committees will receive an option to purchase 1,000 shares of our common stock. The exercise price of each option
granted to a non-employee director shall be equal to 100% of the fair market value on the date of grant of the shares covered by the option.
Subject to the terms of the plan, the committee determines the other terms and conditions applicable to the options.

What is a stock option?
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A stock option is the right to acquire shares of our common stock at a fixed exercise price for a fixed period of time. Under the plan, the
committee may grant nonqualified stock options and incentive stock options. Our practice has been to grant nonqualified stock options under the
plan. The committee will determine the number of shares covered by each option, but the committee may not grant more than an aggregate of
1,000,000 shares covered by options or stock appreciation rights to any one person during any calendar year.

What is the exercise price of an option?

The exercise price of the shares subject to each option is set by the committee, but cannot be less than 100% of the fair market value on the date
of grant of the shares covered by the option. With respect to an incentive stock
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option granted to a 10% shareholder, the exercise price cannot be less than 110% of the fair market value on the date of grant of the shares
covered by the option.

When can an option be exercised?

An option granted under the plan generally cannot be exercised until it vests. The committee establishes the vesting schedule of each option at
the time of grant. Options granted under the plan expire at the times established by the committee, but not later than 10 years after the grant date
(and not later than 5 years after the grant date in the case of an incentive stock option granted to an optionee who is a 10% shareholder). Except
as the committee may otherwise provide, stock options generally may be exercised, to the extent vested, for 90 days after the optionee ceases to
provide services to us for any reason other than death or disability. If the optionee ceases to provide services to us as a result of his or her death
or disability, or the optionee dies within 30 days after the optionee ceases to be an employee, the option generally may be exercised, to the extent
vested, for 180 days after the optionee s death or date of termination as a result of disability.

How can optionees pay us for the exercise price of an option?

The exercise price of each option granted under the plan may be paid by any of the methods included in a participant s option agreement. Such
methods may include payment by (i) cash, (ii) certified or bank check, (iii) through the tender of shares that are already owned by the
participant, (iv) through a cashless exercise, or (v) through a net exercise. The participant must pay any taxes we are required to withhold at the
time of exercise. If permitted by the committee, such taxes may be paid through the withholding of shares issued as a result of an award s
exercise.

What is restricted stock?

Restricted stock awards are shares of our common stock granted to participants subject to vesting in accordance with the terms and conditions
established by the committee. Awards of restricted stock may be granted at no cost to the participant. The committee will determine the number
of shares of restricted stock granted to any participant, but no participant may be granted more than an aggregate of 400,000 shares covered by
awards of restricted stock, restricted stock units or deferred stock awards during any calendar year.

How does restricted stock vest?

Vesting of restricted stock awards may be based on the achievement of performance goals established by the committee or on continued service
to us. The shares available for issuance under the plan will be reduced by one and nine-tenths shares for every one share issued subject to a
restricted stock award that is granted with a purchase or exercise price of less than 100% of fair market value after the date of this amendment
and restatement, and if such an award is forfeited, canceled or otherwise terminated without vesting, the reserve of shares available for future
awards will be replenished as to one and nine-tenths shares for every one share subject to the forfeited, canceled or terminated portion of the
award.

The committee determines the vesting schedule of restricted stock awards. However, the amended and restated plan requires that future grants of
restricted stock awards will vest in full no earlier than three years from the award grant date if the award will vest based solely on continued
service to us, and no earlier than one year from the award grant date if the award will not vest based solely on continued service to us. Subject to
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the minimum vesting requirements, the committee generally has the authority to accelerate the vesting of any award. However, regardless of the
minimum vesting requirement, the vesting of any award can be accelerated as a result of a merger or similar corporate event.

What is a restricted stock unit?

Restricted stock units are essentially the same as awards of restricted stock, except that instead of the shares being issued immediately and then
being subject to forfeit or repurchase until vested, the shares or other payments for the award are not actually issued unless and until the award
vests. Awards of restricted stock units may be granted at no cost to the participant. The committee will determine the number of restricted stock
units
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granted to any participant, but no participant may be granted more than an aggregate of 400,000 shares covered by awards of restricted stock
units, restricted stock or deferred stock awards during any calendar year. Upon the grant of an award of restricted stock units, the recipient will
receive an award agreement that specifies the terms and conditions of the award, including the number of restricted stock units granted and the
terms, conditions and restrictions related to the award.

How do restricted stock units vest?

Vesting of restricted stock unit awards may be based on the achievement of performance goals established by the committee or on continued
service to us. The shares available for issuance under the plan will be reduced by one and nine-tenths shares for every one share issued subject to
a restricted stock unit award that is granted with a purchase or exercise price of less than 100% of fair market value after the date of this
amendment and restatement, and if such an award is forfeited, canceled or otherwise terminated without vesting, the reserve of shares available
for future awards will be replenished as to one and nine-tenths shares for every one share subject to the forfeited, canceled or terminated portion
of the award.

The committee determines the vesting schedule of restricted stock unit awards. However, the amended and restated plan requires that future
grants of restricted stock unit awards will vest no earlier than three years from the award grant date if the award will vest based solely on
continued service to us, and no earlier than one year from the award grant date if the award will not vest based solely on continued service to us.
Subject to the minimum vesting requirements, the committee generally has the authority to accelerate the vesting of any award. However,
regardless of the minimum vesting requirement, the vesting of any award can be accelerated as a result of a merger or similar corporate event.

What is a stock-settled stock appreciation right?

A stock-settled stock appreciation right is an award that allows the recipient to receive the appreciation in fair market value between the date of
the grant and the exercise date for the number of shares as to which the right is exercised, which is payable only in shares of our common stock.
Thus, a stock appreciation right will have value only if the shares increase in value after the date of grant. The increased appreciation will be
paid with shares of our common stock of equivalent value. The committee determines the terms of the stock appreciation right, including when
the right becomes exercisable. The same expiration rules that apply to options generally also apply to stock appreciation rights. The committee
will determine the number of shares covered by each stock appreciation right, but the committee may not grant more than an aggregate of
1,000,000 shares covered by stock appreciation rights or options to any one person during any calendar year.

A stock appreciation right granted under the plan generally cannot be exercised until it vests. The committee establishes the vesting schedule of
each stock appreciation right at the time of grant.

Upon the grant of an award of stock appreciation rights, the recipient will receive an award agreement that specifies the terms and conditions of
the award, including the number of shares subject to the stock appreciation right and the terms, conditions and restrictions related to the award.

What is the exercise price of a stock appreciation right?

The exercise price of the shares subject to each stock appreciation right is set by the committee, but cannot be less than 100% of the fair market
value on the date of grant of the shares covered by the stock appreciation right.
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What is a dividend equivalent right?

Dividend equivalent rights are credits, payable in cash and granted at the discretion of the committee, to the account of a participant. The credit
is payable in an amount equal to the cash dividends paid on one share for each share represented by an award held by the participant.
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What is a deferred stock award?

A deferred stock award is an award of a right to receive shares of common stock at the end of a specified deferral period determined by the
committee or the participant. The committee may determine that the right to the award vests based on continued service to us or on the
achievement of specific performance goals established by the committee. The committee determines the vesting schedule of deferred stock
awards. However, the amended and restated plan requires that future grants of deferred stock awards will vest no earlier than three years from
the award grant date if the award will vest based solely on continued service to us, and no earlier than one year from the award grant date if the
award will not vest based solely on continued service to us. Subject to the minimum vesting requirements, the committee generally has the
authority to accelerate the vesting of any award. However, regardless of the minimum vesting requirement, the vesting of any award can be
accelerated as a result of a merger or similar corporate event.

The participant may defer receipt of the shares beyond vesting (for instance, until termination of employment or other specified time). Deferred
stock awards may allow participants to defer income tax until the receipt of the shares (please refer to the questions and answers below dealing
with tax consequences of deferred stock awards).

The shares available for issuance under the plan will be reduced by one and nine-tenths shares for every share issued subject to a deferred stock
award, and if the award is forfeited, canceled or otherwise terminated, the reserve of shares available for future awards will be replenished as to
one and nine-tenths shares for every one share subject to the forfeited, canceled or terminated portion of the award.

The committee will determine the number of shares of deferred stock awards granted to any participant, but no participant may be granted more
than an aggregate of 400,000 shares covered by awards of deferred stock awards, restricted stock or restricted stock units during any calendar
year.

May a participant elect to further defer shares covered by a deferred stock award?

If the committee permits it, a participant may elect to further defer receipt of the shares payable under a deferred stock award for an additional
specified period or until a specified event, if the election is made in accordance with the requirements of Section 409A of the Internal Revenue
Code.

What are performance goals?

We have designed the plan so that it permits us to pay compensation that qualifies as performance-based under Section 162(m) of the Internal
Revenue Code. This allows the committee to make performance goals applicable to a participant with respect to an award. At the committee s
discretion, one or more of the following performance goals may apply: (i) annual revenue; (ii) cash position; (iii) earnings per share; (iv) net
income; (v) operating cash flow; (vi) operating income; (vii) return on assets; (viii) return on equity; (ix) return on sales; and (x) total
shareholder return. Except for total shareholder return, these performance goals may apply to either the company, one of our business units, a
product line or specific markets. The committee s evaluation of performance goals, shall be appropriately adjusted to exclude any extraordinary
non-recurring items or the effect of any changes in accounting principles affecting our (or the applicable business unit s) reported results.

What happens to awards that expire or are forfeited?
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If an award expires or is canceled or otherwise terminated without having been fully exercised or vested, the unvested, expired, canceled or
otherwise terminated shares generally will be returned to the available pool of shares reserved for issuance under the plan. However, the
available pool of shares reserved for issuance under the plan will be reduced by one and nine-tenths shares for every share issued subject to an
award of restricted stock, restricted stock units or deferred stock, so if such an award expires or is canceled or otherwise terminated without
vesting, the reserve of shares available for future awards will be replenished as to one and nine-tenths shares for every one share subject to the
expired, canceled or terminated portion of the award.
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Any payout of dividend equivalents will not reduce the number of shares available for issuance under the plan, because such awards are payable
in cash. Similarly, the forfeiture of dividend equivalents will not increase the number of shares available for issuance under the plan.

What happens if our capital structure changes as a result of a stock split or other similar event?

If we experience a change in our capital structure as a result of a stock dividend, reorganization, merger, consolidation, sale of all or
substantially all of our assets, recapitalization, reclassification, stock split, reverse stock split, stock dividend or other similar transaction, the
committee may make an appropriate or proportionate adjustment to (i) the maximum number of shares available for issuance under the plan,
(ii) the per person limits on awards, (iii) the number and kind of shares subject to outstanding awards, and (iv) the exercise price of outstanding
awards, as appropriate to reflect the change to our capital structure.

What happens in the event of a merger or similar transaction?

In the event that we (i) merge or consolidate with another corporation, (ii) sell all or substantially all of our assets, (iii) reorganize, (iv) liquidate,
or (v) dissolve, the committee may, in its discretion, provide that outstanding awards will be assumed or substituted for by the successor
corporation or provide that all outstanding awards will accelerate vesting and terminate immediately prior to the consummation of the
transaction. In the event of the acceleration and termination of awards in lieu of assumption or substitution, awards other than options and stock
appreciation rights will be settled in securities in an amount determined by the committee after taking into consideration the amount per share
received by shareholders in the transaction (that is, the transaction price). Under such circumstances, options and stock appreciation rights will
be settled in securities in an amount per share equal to the transaction price minus the aggregate exercise price of such options or stock
appreciation rights.

Can awards be transferred by the participant?

Incentive stock options are not transferable, other than by will or by the applicable laws of descent and distribution. Unless otherwise determined
by the committee, other awards (including nonqualified stock options) granted under the plan will not be transferable, other than by will or by
the applicable laws of descent and distribution.

What are the federal tax consequences to participants as a result of receiving an award under the plan?

The following paragraphs are a summary of the general federal income tax consequences to U.S. taxpayers resulting from awards granted under
the plan. Tax consequences for any particular individual may be different.

Nonqualified Stock Options

No taxable income generally is reportable when a nonqualified stock option is granted to a participant. Upon exercise, the participant generally
will recognize ordinary income in an amount equal to the difference between the fair market value of the purchased shares on the exercise date
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and the exercise price of the option. Any additional gain or loss recognized upon any later disposition of the shares would be a capital gain or
loss. As a result of Section 409A of the Internal Revenue Code ( Section 409A ), however, nonstatutory stock options granted with an exercise
price below the fair market value of the underlying stock may be taxable to participants before exercise of an award. As of the date of this proxy,
the IRS has not clarified how such awards will be taxed.

Incentive Stock Options

No taxable income is reportable when an incentive stock option is granted or exercised, unless the alternative minimum tax rules apply, in which
case taxation will occur in the year of exercise. If the participant exercises the option and then later sells or otherwise disposes of the shares more
than two years after the grant date and more than one year after the exercise date, the difference between the sale price and the exercise price
will be taxed as a capital gain or loss. If the participant exercises the option and then later sells or otherwise disposes of the shares before the end
of the two or one year holding periods described above, the participant generally will have
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ordinary income at the time of the sale equal to the difference between the fair market value of the shares on the exercise date, or the sale price,
if less, and the exercise price of the option. Any additional gain or loss generally will be taxable at long-term or short-term capital gain rates,
depending on whether the participant has held the shares for more than one year.

Restricted Stock

A participant will not recognize taxable income upon the grant of restricted stock unless the participant elects to be taxed at that time. Instead, a
participant generally will recognize ordinary income at the time of vesting equal to the difference between the fair market value of the shares on
the vesting date and the amount, if any, paid for the shares. However, the recipient of a restricted stock award may elect, through a filing with
the Internal Revenue Service, to recognize income at the time he or she receives the award in an amount equal to the fair market value of the
shares underlying the award (less any cash paid for the shares) on the date the award is granted.

Restricted Stock Units

A participant will not recognize taxable income upon grant of restricted stock units unless the participant elects to be taxed at that time. Instead,
the participant generally will recognize ordinary income at the time of vesting equal to the fair market value of the shares on the vesting date less
the amount, if any, paid for the shares.

Stock Appreciation Rights

A participant generally will not recognize taxable income upon the grant of a stock appreciation right. Upon exercise, the participant generally
will recognize ordinary income in an amount equal to the fair market value of any shares received. Any additional gain or loss recognized upon
any later disposition of the shares would be a capital gain or loss. As a result of Section 409A, however, stock appreciation rights granted with
an exercise price below the fair market value of the underlying stock may be taxable to the participant before exercise of an award. As of the
date of this proxy, how such awards will be taxed is unclear.

Dividend Equivalents

A participant generally will recognize ordinary income each time a dividend is paid pursuant to the dividend equivalent in an amount equal to
the fair market value of the dividend received. If the dividends are deferred, additional requirements must be met to ensure that the dividend is
taxable upon actual delivery of the shares, instead of the grant of the dividend.

Deferred Stock Awards

A participant generally will not have taxable income upon the grant of a deferred stock award. Instead, a participant generally will recognize
ordinary income at the time of the receipt of the shares subject to the award equal to the difference between the fair market value of the shares at
the time of receipt and the amount, if any, paid for the shares. However, a participant will be subject to employment taxes (FICA and, where
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applicable, state disability insurance taxes) at the time a deferred stock award vests, even if the participant has not yet received the shares subject
to the award. We do not guarantee the federal or state income tax treatment of the deferred amounts. If the Internal Revenue Service successfully
asserts that the deferral was ineffective, the recipient could be liable for taxes, interest and penalties. In addition, the recipient could be liable for
additional penalties and interest as a result of Section 409A.

What are the tax effects to us as a result of grants of awards under the plan?

We generally will be entitled to a tax deduction in connection with an award under the plan in an amount equal to the ordinary income realized
by a participant at the time the participant recognizes such income, such as when a participant exercises a nonqualified stock option. Special
rules limit the deductibility of compensation paid to our Chief Executive Officer and to each of our four most highly compensated executive
officers. Under
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Section 162(m) of the Internal Revenue Code, the annual compensation paid to any of these specified executives will be deductible only to the
extent that it does not exceed $1,000,000. However, we can preserve the deductibility of certain compensation in excess of $1,000,000 if the
conditions of Section 162(m) are met. These conditions include: (i) shareholder approval of the plan; (ii) setting limits on the number of awards
that any individual may receive; and (iii) establishing performance criteria that must be met before the award actually will vest or be paid. The
plan has been designed to permit the committee to grant awards that qualify as performance-based for purposes of satisfying the conditions of
Section 162(m), thereby permitting us to continue to receive a federal income tax deduction in connection with such awards.

How can we amend or terminate the plan?

The Board generally may amend or terminate the plan at any time and for any reason. Amendments will be contingent on shareholder approval if
required by applicable law, stock exchange listing requirements or if so promised by the Board. By its terms, the amended and restated plan will
automatically terminate on March 15, 2016, which is 10 years from the date the Board approved the amended and restated plan.

Why do we recommend that the 2001 Long-Term Incentive Plan be amended and restated?

We believe that the amended and restated plan is essential to our continued success. Our employees are our most valuable asset. Stock options
and other awards such as those provided under the plan will substantially assist us in continuing to attract and retain employees and
non-employee directors in the extremely competitive labor markets in which we compete. Such awards also are crucial to our ability to motivate
employees to achieve our goals. We will benefit from increased stock ownership by selected executives, other employees and non-employee
directors. The increase in the reserve of common stock available under the plan will enable us to grant such awards to executives, other eligible
employees and our non-employee directors.

What vote is required to approve this proposal?

To approve this proposal, a majority of the shares represented and voting at the Annual Meeting and a majority of the quorum required to
transact business at the Annual Meeting must vote FOR  this proposal.

Brokers and other nominees that are NYSE member organizations are prohibited from voting in favor of proposals relating to equity
compensation plans, such as the amended and restated 2001 Long-Term Incentive Plan, unless they receive specific instructions from the
beneficial owner of the shares to vote on such matters. Therefore, for any of your shares held through a broker or other nominee that is a NYSE
member organization, such shares will only be voted on this proposal if you have provided specific voting instructions to your broker or other
nominee on how to vote your shares. As a result, proxy cards marked abstain and broker non-votes are not counted as votes cast.

If approved, when would the amended and restated plan become effective?

The amended and restated plan would become effective upon shareholder approval at the Annual Meeting.
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THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE APPROVAL OF THE
AMENDMENT AND RESTATEMENT OF THE 2001 LONG-TERM INCENTIVE PLAN.
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PROPOSAL 3

RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

What is this proposal?

This is a proposal to ratify the selection of Deloitte & Touche LLP, or Deloitte, as our independent registered public accounting firm for the
fiscal year ending January 28, 2007. The Audit and Finance Committee selected Deloitte as our independent registered public accounting firm
for the year ending January 28, 2007, subject to ratification by our shareholders. Although shareholder ratification of our independent registered
public accounting firm is not required by law, as a matter of corporate governance we are requesting that our shareholders ratify such selection.

What relationship does Deloitte currently have with us?

Deloitte has audited our financial statements for the last twenty-six years. Based in part upon information provided by Deloitte, the Audit and
Finance Committee determined that Deloitte is independent under applicable independence standards.

Will a Deloitte representative be present at the Annual Meeting?

A Deloitte representative will be present at the Annual Meeting and will have the opportunity to make a statement. Deloitte s representative will
be available to respond to appropriate questions.

What services did Deloitte provide in fiscal 2005?

Deloitte s services for fiscal 2005 included: the issuance of an opinion on (i) our annual consolidated financial statements, (ii) management s
assessment of our internal control, (iii) the effectiveness of our internal control and (iv) our associate stock incentive plan; review of our
quarterly consolidated financial statements; review of our internal control over financial reporting; and audit services related to periodic filings
made with the SEC. In fiscal 2005, Deloitte also performed certain audit-related and tax services, and discussed certain matters with our Audit
and Finance Committee, in each case as more fully described in the Audit and Finance Committee Report and the Audit and Related Fees
section below.

What vote is required to approve this proposal?

To approve this proposal, a majority of the shares represented and voting at the Annual Meeting and a majority of the quorum required to
transact business at the Annual Meeting must vote FOR  this proposal.
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What will happen if shareholders vote against this proposal?

If shareholders vote against this proposal, we will consider interviewing other independent registered public accounting firms. There can be no
assurance, however, that we will choose to appoint another independent registered public accounting firm even if this proposal is not approved.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE RATIFICATION OF THE
SELECTION OF DELOITTE & TOUCHE LLP AS OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR THE
FISCAL YEAR ENDING JANUARY 28, 2007.
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INFORMATION CONCERNING EXECUTIVE OFFICERS

This table provides certain information about our executive officers as of March 24, 2006. The executive officers are elected by our Board and
serve at the pleasure of our Board, subject to rights, if any, under employment contracts.

Name

W. Howard Lester
Age 70

Edward A. Mueller
Age 58

Laura J. Alber

Age 37

Patrick J. Connolly
Age 59

David M. DeMattei
Age 49

Seth R. Jaffe

Age 49

Sharon L. McCollam

Position with the Company and Business Experience

President, Pottery Barn Brands since 2002
Executive Vice President, Pottery Barn, 2000 2002

Senior Vice President, Pottery Barn Catalog and Pottery Barn Kids Retail, 1999 2000

President, Emerging Brands since 2003
President, North America Retail and Wholesale Divisions of Coach, Inc. (luxury goods), 1998 2003

Senior Vice President, General Counsel and Secretary since 2003

Vice President, Deputy General Counsel, 2002 2003

Senior Vice President and General Counsel of CareThere, Inc. (healthcare technology), 2000 2001
Chief Counsel, Levi Strauss & Co. (apparel), 1996 1999

Executive Vice President, Chief Financial Officer since 2003

Senior Vice President, Chief Financial Officer, 2000 2003

Age 43 Vice President, Finance, 2000
Chief Financial Officer of Dole Fresh Vegetables, Inc. (food products),
1996 2000
Vivian M. Stephenson Chief Operating Officer since 2003
Chief Information Officer, 2003
Age 69 Technology Consultant to Target Corporation (consumer goods), Apple Computer, Inc. (computers)

and Williams-Sonoma, Inc., 2000 2003
Executive Vice President and Chief Information Officer of Target Corporation, 1999 2000

* Biographical information can be found in the table under the section titled Information Regarding the Director Nominees within this Proxy
Statement.
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Executive Compensation

This table sets forth the annual and long-term compensation earned by our Chief Executive Officer and our four other most highly compensated
executive officers during fiscal 2005. These individuals are collectively known as our named executive officers.

Summary Compensation Table

Annual Long-Term
Compensation Awards
Compensation(2)
Other Restricted Securities
Annual Stock Underlying  All Other

Name and Principal Position Year(1) Salary Bonus Compensation Awards Options(3) Compensation
W. Howard Lester 2005 $975,000 $731,300 $ 327,624(4) 12,500 $ 13,146(5)
Chairman 2004 975,000 731,300 99,397 12,500 12,990

2003 975,000 731,300 24,171 12,621
Edward A. Mueller 2005 975,000 731,300 19,063(4) 100,000 307,105(6)
Director and Chief Executive Officer 2004 975,000 731,300 3,437 100,000 7,245(7)

2003 975,000 731,300 4,193 196,250(8)
Laura J. Alber 2005 588,749 280,000 150,000(9) 60,000 12,155(10)
President, Pottery Barn Brands 2004 474,356 246,000 50,000 11,836

2003 514,471 258,800 30,000 14,027
Sharon L. McCollam 2005 516,539 274,000 150,00009) 50,000 13,739(11)
Executive Vice President, 2004 484,423 235,000 2,029 50,000 12,623
Chief Financial Officer 2003 398,346 228,600 85,000 14,129
Patrick J. Connolly 2005 547,405 230,000 40,000 11,530(12)
Director and Executive Vice President, 2004 531,971 190,000 50,000 11,069

Chief Marketing Officer 2003 514,471 193,000 186 20,000 14,027

1) Rows specified 2005, 2004 and 2003 represent fiscal years ended January 29, 2006, January 30, 2005 and February 1, 2004, respectively.

(2)  While the named executive officers enjoy certain perquisites, except as otherwise indicated in the table, the aggregate value of such
perquisites for the fiscal years shown did not equal or exceed the lesser of $50,000 or 10% of each such officer s salary and bonus for the
applicable fiscal year.

3) Figures have been adjusted to reflect stock splits.

“) For personal use of our airplane. The value of personal aircraft usage reported above for fiscal 2005 is the aggregate incremental cost to
the company (including fuel, maintenance and certain fees and expenses) as determined and published from time to time by Conklin & de
Decker Associates, Inc. for each particular aircraft type utilized by the company. The amounts reported reflect a change in valuation
methodology from prior years in which the cost of personal use of the company s aircraft had been calculated using the Standard Industry
Fare Level (SIFL) formula established by the Internal Revenue Service.

(5)  Comprised of (i) premiums in the amount of $1,000 paid by us for term life insurance in excess of $50,000, (ii) our matching contribution
of $4,325 under our Associate Stock Incentive Plan, (iii) a $6,000 car allowance paid by us, and (iv) a $1,821 executive medical
supplement paid by us.

Q)
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Comprised of (i) premiums in the amount of $1,000 paid by us for term life insurance in excess of $50,000, (ii) a $6,000 car allowance
paid by us, (iii) a $105 executive medical supplement paid by us, and (iv) $300,000 paid to Mr. Mueller in February 2005 for costs
related to his Arizona residence.

Comprised of (i) premiums in the amount of $1,140 paid by us for term life insurance in excess of $50,000, (ii) a $6,000 car allowance
paid by us, and (iii) a $105 executive medical supplement paid by us.

Comprised of (i) premiums in the amount of $1,140 paid by us for term life insurance in excess of $50,000, (ii) a $6,000 car allowance
paid by us, and (iii) $189,110 as reimbursement for relocation expenses.

Comprised of restricted stock unit grants. A portion vests based on achievement of earnings goals over a four-year period, and the
remainder vests based on achievement of earnings goals over a five-year period. The value of shares of common stock underlying the
restricted stock units, based on the closing price on March 24, 2006, was $6,330,000.
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(10) Comprised of (i) premiums in the amount of $1,000 paid by us for term life insurance in excess of $50,000, (ii) our matching contribution
of $4,325 under our Associate Stock Incentive Plan, (iii) a $6,000 car allowance paid by us, and (iv) a $830 executive medical
supplement paid by us.

(11)  Comprised of (i) premiums in the amount of $1,000 paid by us for term life insurance in excess of $50,000, (ii) our matching contribution
of $4,239 under our Associate Stock Incentive Plan, (iii) a $6,000 car allowance paid by us, and (iv) a $2,500 executive medical
supplement paid by us.

(12)  Comprised of (i) premiums in the amount of $1,000 paid by us for term life insurance in excess of $50,000, (ii) our matching contribution
of $3,332 under our Associate Stock Incentive Plan, (iii) a $6,000 car allowance paid by us, and (iv) a $1,198 executive medical
supplement paid by us.

Option Grants in Fiscal 2005

This table sets forth certain information regarding all stock option grants made to the named executive officers during fiscal 2005.

Individual Grants Potential Realized

Number of Percentage of Value at Assumed Annual

Securities Total Options Rates of Stock Price
Underlying Granted to Exercise or Appreciation for Option
Options Employees in Base Price Expiration Term(3)

Name Granted Fiscal Year(1) Per Share Date(2) 5% 10%
W. Howard Lester 12,500 0.71% $ 3884 5/27/2015 $ 305,328 $ 773,762
Edward A. Mueller 100,000 5.70 41.50 7/14/2015 2,609,913 6,614,031
Laura J. Alber 60,000 342 38.84 5/27/2015 1,465,576 3,714,057
Sharon L. McCollam 50,000 2.85 38.84 5/27/2015 1,221,313 3,095,048

Patrick J. Connolly 40,000 2.28 38.84  5/27/2015 977,051 2,476,038

(1) Infiscal 2005, we granted options to purchase 1,754,990 shares of our common stock to our employees.
(2) Stock options generally vest in equal annual installments over a five-year period.

(3) The 5% and 10% assumed rates of appreciation are required by the SEC and do not represent our estimate or projection of our future stock
price.

Aggregate Option Exercises in the Last Fiscal Year and Fiscal Year-End Option Values

This table sets forth information with respect to the named executive officers exercise of stock options during fiscal 2005 and the fiscal year-end
value of unexercised options held at the end of fiscal 2005.
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Number of Securities
Underlying Unexercised

Value of Unexercised

In-the-Money Options at

Fiscal
Shares Options at Fiscal Year-End Year-End(1)
Acquired on Value
Name Exercise Realized Exercisable  Unexercisable Exercisable Unexercisable
W. Howard Lester 80,000 $2,642,400 1,482,500 42,500 $45,801,535 $ 643,750
Edward A. Mueller 710,000 580,000 10,636,995 6,506,400
Laura J. Alber 60,000 1,637,400 313,600 198,000 8,315,594 2,916,360
Sharon L. McCollam 36,000 1,088,280 206,000 147,000 5,663,780 1,539,780
Patrick J. Connolly 810,000 100,000 22,794,756 841,920

(1) The fiscal year-end values are based upon the difference between the closing price of our common stock on the NYSE on January 27, 2006

($40.62 per share) and the exercise price of the options.
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Employment Contracts and Termination of Employment and Change-of-Control Arrangements

Laura J. Alber

We entered into an employment agreement with Laura J. Alber, effective as of March 19, 2001. She is currently President, Pottery Barn Brands.
The initial term of the agreement expired March 19, 2004 and, per its terms, automatically extends for one-year terms until Ms. Alber s
employment is terminated by her or by us. If we terminate Ms. Alber s employment without cause (as defined in the agreement), or if she
terminates her employment with us for good reason (as defined in the agreement), she will be entitled to receive (i) continuation of her base
salary at the time of termination for up to one year, and (ii) outplacement services at a level commensurate with her position at no cost to her. In
addition, we will pay the premiums for health coverage under COBRA for Ms. Alber and her dependents until Ms. Alber either commences new
employment or Ms. Alber or her dependents are no longer eligible for COBRA coverage.

Sharon L. McCollam

We entered into an employment agreement with Sharon L. McCollam, effective as of December 28, 2002. She is currently Executive Vice
President, Chief Financial Officer. The initial term of Ms. McCollam s agreement expired December 28, 2005, and, per its terms, automatically
extends for one-year terms until Ms. McCollam s employment is terminated by her or by us. If we terminate Ms. McCollam s employment
without cause (as defined in the agreement), or if Ms. McCollam terminates her employment with us for good reason (as defined in the
agreement), she will be entitled to receive (i) continuation of her base salary at the time of termination for a period of one year and her target
bonus for that year, and (ii) outplacement services at a level commensurate with her position at no cost to her. In addition, we will pay the
premiums for health care coverage under COBRA for Ms. McCollam s dependents and Ms. McCollam until she either commences new
employment or she and her dependents are no longer eligible for COBRA coverage.

Restricted Stock Unit Grants

Our named executive officers who received restricted stock unit grants in fiscal 2005, as specified in the Summary Compensation Table, will
receive accelerated vesting of such awards in the event of a change of control. These executive officers will also have such awards vest in full
upon a termination due to their death, disability or retirement after attaining age 55 and working with us or our subsidiaries for at least 10 years.

COMMITTEE REPORTS

The following reports by our Compensation Committee, Nominations and Corporate Governance Committee and Audit and Finance Committee
covering fiscal 2005 shall not be deemed to be (i) soliciting material, (ii) filed with the SEC, (iii) subject to Regulations 14A or 14C of the
Securities Exchange Act of 1934, as amended, or (iv) subject to the liabilities of Section 18 of the Securities Exchange Act of 1934, as amended.
The reports shall not be deemed incorporated by reference into any of our other filings under the Securities Exchange Act of 1934, as amended,
or the Securities Act of 1933, as amended, except to the extent we spe