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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of the 8erities Exchange Act of 1934

Filed by the RegistrantX] Filed by a Party other than Registrant [J

Check the appropriate box:

O Preliminary Proxy Stateme

O Confidential, for Use of the Commission Only (as penitted by Rule 148-6(e)(2))
Definitive Proxy Statemer

O Definitive Additional Materials

O Soliciting Material under §240.1-12

VERA BRADLEY, INC.

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if othethan the Registrant)
Payment of Filing Fee (Check the appropriate box):

No fee required

O Fee computed on table below per Exchange Act Ride-6(i)(1) and (-11.

(1) Title of each class of securities to which transscapplies

(2) Aggregate number of securities to which transacaipplies:

(3) Per unit price or other underlying value of tratgaccomputed pursuant to Exchange Act RulEl(set forth the amount on wh
the filing fee is calculated and state how it watedmined)

(4) Proposed maximum aggregate value of transac

(5) Total fee paid

Fee paid previously with preliminary materie

Check box if any part of the fee is offset as ped by Exchange Act Rule 0-11(a)(2) and identigy fiing for which the offsetting fee
was paid previously. Identify the previous filing tegistration statement number, or the Form orefale and the date of its filin
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NOTICE OF 2014 ANNUAL MEETING OF
SHAREHOLDERS

PROXY STATEMENT
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2208 Production Road
Fort Wayne, Indiana 46808

April 11, 2014
Dear Shareholder:

You are cordially invited to attend the 2014 Annhtdeting of Shareholders of Vera Bradley, Inchéoheld at 11:00
A.M., Eastern Time, on May 22, 2014 at our offitsated at 11222 Stonebridge Road, Roanoke, Indi6id3.

The attached Notice of 2014 Annual Meeting of Shal@ers and Proxy Statement provide informationceoning the
matters to be considered and voted on at the Ariviaating. Please take the time to read carefulth ed the
proposals.

Regardless of the number of shares you hold orhvehngtou plan to attend the meeting in person, yot is
important. Accordingly, please vote your sharesa as possible in accordance with the instrustyamu received.
Voting your shares prior to the Annual Meeting widit prevent you from voting your shares in persoyou
subsequently choose to attend the meeting.

Thank you for your continued support of Vera Bradle

Sincerely,

Robert Wallstron
President and Chief Executive Officer
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NOTICE OF 2014 ANNUAL MEE;I_'iNG OF SHAREHOLDERS

Date:

Time:

Place:

Record Date:

Proxy Voting:

Items of Business

May 22, 201¢
11:00 a.m. Eastern Tin

Vera Bradley Distribution Centt
11222 Stonebridge Road
Roanoke, Indiana 467¢

March 25, 2014. You are entitled to vote at the dalrMeeting and at ar
adjournments or postponements of the meeting éyiyu were a shareholder at
the close of business on the record ¢

Please submit your proxy card as soon as possitheyaur instructions so thi
your shares can be voted at the Annual Meetingspecific instructions on
voting, please refer to the instructions on youwl@sed proxy carc

* To elect four Class | directors to the Board ofddiors

* To ratify the appointment of Ernst & Young LLP as ecndepender
registered public accounting firm for fiscal 2C

» To hold an advisory vote on the compensation ofnramed executiv
officers

» To transact any other business as may properly tmfoze the meeting «
any adjournments or postponements of the me

By Order of the Board of Directors,

Anastacia S. Knapper
Secretary

April 11, 2014

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Shareholders

To Be Held on May 22, 2014: This Notice of Annual Meting and Proxy Statement and our Fiscal 2014
Annual Report are available in the “Investor Relatons” section of our website at www.verabradley.com.




Table of Contents

PROXY SUMMARY

This summary highlights information contained elkeve in this Proxy Statement. This summary doesowotain al
of the information you should consider, and youutioead the entire Proxy Statement carefully kefarting.

Annual Meeting of Shareholders

Date: May 22, 201«
Time: 11:00 a.m. Eastern Tin
Place: Vera Bradley Distribution Center

11222 Stonebridge Road
Roanoke, Indiana 467¢

Record date: March 25, 201«

Voting: Shareholders as of the record date are
entitled to vote. Each share of common si
is entitled to one vote for each director
nominee and one vote for each of the
proposals to be voted ¢

Admission to Proof of share ownership will be required

meeting: to enter the Annual Meeting — see
“Questions and Answers about the Proxy
Materials and the 2014 Annual Meeting o
Shareholders” for details.

Voting matters and vote recommendation

Board vote recommendatior

Election of four Class | directo
Advisory vote on executive compensat

Meeting agenda
« Election of four Class | directors

* Ratification of the appointment of Ernst & Young
LLP as our independent registered public
accounting firm for fiscal 2015

* Advisory vote on the compensation of our named
executive officers

 Transact other business that may properly come
before the meeting

For each director nominge
For

Ratification of the appointment of Ernst & YoungRlas our For
independent registered public accounting firm fecdl 201%
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Our directors

See“Election of Class | Directors” for additional infemation.

The following table provides summary informatioroabeach director, including nominees for elecaithe annual
meeting. We have a classified Board of Directorsscsiing of four Class | directors, three Clasditéctors, and four
Class lll directors. The term of the Class | dicestwill expire at the upcoming Annual Meeting. Weerefore, ask
that our shareholders elect the Class | directarinees designated below. Each director nomineledcsesl by a

plurality of votes cast.

Director | Occupation Inde-
since pendent

Name

Barbara Bradley
Baekgaard

Richard Baum

Robert J. Hall,
Chairman

Karen Kaplan*

John E. Kyees,
Lead Independent
Director *

Matthew McEvoy*

Patricia R. Miller

P. Michael Miller

Frances P. Philip

Edward M.
Schmults

Robert Wallstrom’

67

56

54

67

52

75

76

55

51

48

2011

2007

2012

2010

2011

1982

1990

2011

2010

2013

Co-founder and Chief
Creative Officer, Vera
Bradley, Inc.

Managing Partner, Consumer
Growth Partners

Principal, Green Gables
Partners; Principal, Andesit
Holdings

Chairman and CEOQO, Hill
Holiday, Inc.

Interim Chief Financial
Officer, Destination XL
Group, Inc.; Retired Chief
Investor Relations Officer,
Urban Outfitters, Inc
SVP, Strategy and New
Business Development,
Burberry Group plc

Co-founder, Vera Bradley,
Inc.

Retired Senior Partner, Hunt
Suedhoff Kalamaros LL
Retired Chief Merchandisin
Officer, L.L. Bean

CEO, Wild Things, LLC

President and CEO, Vera
Bradley, Inc.

Other Private/ Committee
public NFP memberships
boards | Boards
0 2
0 2 M M
0 6
0 9 M
2 2 CF
0 0 M
0 4
0 1
1 3 M C
0 1 C M
0 1

*TMZ0

Chair
Member

Audit Committee Financial Expe

Class | director nominee for election at this ahmo@eting
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Attendance

Each Class | director nominee is a current direatat attended at least 75% of the aggregate dilsadll year 201
meetings of the Board and each committee on whacbrtshe serve:
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Executive compensation matters

See“Executive Compensation Discussion and Analysis'tfadditional information.

Fiscal 2014 Business Highlights

Financial PerformanceFiscal 2014 was a challenging year
for our Company, as reflected in our full-year tesu~or
the fiscal year:

. Net revenues totaled $536.0 million, do
0.9% from $541.1 million in the prior fiscal
year.

. Net income was $58.8 million, or $1.45 |
diluted share, compared to $68.9 million, or
$1.70 per diluted share, in fiscal 20.

»  Cash flow from operations totaled $87.9
million, up from $51.5 million in the prior
year, which enabled us to reduce |-term
debt by a net of $15.0 million, fund $22.9
million of capital expenditures, and end the
fiscal year with cash and cash equivalents of
$59.2 million.

Operational and Other Achievements fiscal 2014:

«  We continued to focus on growing ¢
presence in underpenetrated markets by
opening 19 full-line stores and four outlet
stores

«  We continued to strengthen our partnership
with Dillard’s; our Vera Bradley product is in
all 284 Dillarc's locations

*  We successfully launched our Disney
Collection by Vera Bradley, sold in
Disneyland and Walt Disney World Resort
well as the Disney Parks online stc

*  We hired two key executives, each wit
myriad of retail experience, that we believe
will be instrumental in achieving future
growth: Robert Wallstrom, President and
Chief Executive Officer, and Sue Fuller, EVP
and Chief Merchandising Office

*  We began work on developing ¢
comprehensive five-year strategic growth
plan, which was finalized and unveiled in
March 2014.

Executive compensation advisory vote

Our Board of Directors recommends that sharehobdetes
to approve, on an advisory basis, the compensptahto
the Company’s Named Executive Officers, as desdribe
this proxy statement for the following reasons:

Sound program desigriWe designed our executive officer
compensation programs to attract, motivate, aradrréhe
key executives who drive our success and industry
leadership. Pay that reflects performance and gy

with the interests of long-term shareholders ase ke
principles. We achieve our objectives through comspéon
that:

» provides a competitive total pay opportun

« links a significant portion of total compensation t
performance we believe will create lotegm sharehold:
value,

» enhances retention by subjecting much of total
compensation to mu-year vesting, an

» does not encourage unnecessary and excessive risk
taking.

Pay for performanceOur compensation program allows
our Compensation Committee and Board to determarge p
based on a comprehensive view of quantitative and
gualitative factors designed to produce long-teusitess
success. The correlation between our financialteand
executive officer compensation awarded, as destiibthe
“Executive Compensation Discussion and Analysisiclvh
follows in this proxy statement, demonstrates tieesss of
this approach.

Pay practicesWe believe that appropriate corporate
governance of our executive compensation program is
enhanced by a number of practices, including: emgemt
by the Compensation Committee of its own indepehden
consultant; and the absences of tax gross-upsinedtan
any of our compensation programs (including nosxtax
gross-ups).
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Auditors

See"Principal Accounting Fees and Services” for addithal information.
We ask that our shareholders ratify our appointnoériErnst & Young LLP, or E&Y, as our independeagistere

public accounting firm for fiscal 2015. Below ismsmary information about E&YS fees for services provided for
fiscal year ended February 1, 2014:

e — Fiscal 2014

Audit fees $520,50I
Audit related fees —
Tax fees 56,00(
All other fees 2,00(
Total 578,50(

2015 Annual Meeting

Shareholder proposals submitted for inclusion in ou outside of SEC Rule 14a-8 must be delivered toous n
2015 proxy statement pursuant to SEC Rule 14a-8 earlier than December 12, 2014 and no later than
must be received by us by December 12, 2014. January 11, 2015.

Notice of shareholder proposals to be raised fios
floor of the 2015 Annual Meeting of shareholders

Note about forward-looking statements

Certain statements in this proxy statement, othem purely historical information, including estit®es, projections,
statements relating to our business plans, obgxtwnd expected operating results, and the assamaptpon which
those statements are based, are “forward-lookatgrsients” within the meaning of the Private Se@sititigation
Reform Act of 1995, Section 27A of the Securitieg Af 1933 and Section 21E of the Securities Exghakct of
1934. Forward-looking statements may appear throuigthis report, including without limitation, thiBroxy
Summary and “Executive Compensation Discussionfaralysis.” These forward-looking statements gergiaie
identified by the words “believe,” “project,” “expg” “anticipate,” “estimate,” “intend,” “strategy/;future,”
“opportunity,” “plan,” “may,” “should,” “will,” “wo uld,” “will be,” “will continue,” “will likely result,” and similar
expressions. Forward-looking statements are basedment expectations and assumptions that ajecub risks
and uncertainties which may cause actual resuligffier materially from the forward-looking statents. A detailed
discussion of risks and uncertainties that coulgseaactual results and events to differ materfadign such forward-
looking statements is included in the sectionditiRisk Factors” of our Forms 10-K and 10-Q. We ertdke no
obligation to update or revise publicly any forwdodking statements, whether as a result of nearmétion, future
events, or otherwis:
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QUESTIONS AND ANSWERS ABOUT THE PROXY
MATERIALS AND THE 2014 ANNUAL MEETING OF
SHAREHOLDERS

Why am | receiving these materials?

We are providing these proxy materials to you inretion with the solicitation, by the Board of &tors of Ver
Bradley, Inc. (we, us, the “Company” or “Vera Bragll), of proxies to be voted at the Company014 Annu:
Meeting of Shareholders and at any adjournmenfgostponements of the meeting. The Annual Meetirgh&i helc
on May 22, 2014 beginning at 11:00 A.M., Eastermdi at the Compang’offices located at 11222 Stonebridge R
Roanoke, Indiana 46783. As a shareholder, younarted to attend the Annual Meeting and are emtidad requestt
to vote on the proposals described in this ProggeBtent. This Proxy Statement and the accompamymy card ar
being mailed to shareholders starting on April 2014. The mailing address of the Compangtincipal executiv
offices is 2208 Production Road, Fort Wayne, Indid6808.

What proposals will be voted on at the Annual Mewf?
Three proposals are scheduled to be voted on @rtheal Meeting:
* The election of four Class | directors to the Boaf@directors

* The ratification of the appointment of Ernst & YauhLP (*E&Y”) as our independent registered pt
accounting firm for fiscal 201

* The approval, on an advisory basis, of the comgemsaf our named executive office

Our Board of Directors is not aware of any othextter that will be presented at the Annual Meetihgny othe
matter is properly presented at the Annual Meetthg, persons named on your proxy will, in the abseof you
instructions to the contrary, vote the shares faictv such persons have voting authority in accardanith thei
discretion on the matter.
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What are the Board of Directors’ voting recommendais?

The Company’s Board of Directors recommends thatwaie your shares:

* “FOR " the election of each of the Class | director nom&® the Board of Directo
* “ FOR "’ the ratification of the appointment of E&Y as ondependent registered public accounting firn
fiscal 2015

« “FOR” the approval, on an advisory basis, of the comgemsaf our named executive office

Who is entitled to vote?

Only holders of record of our common shares atctbse of business on March 25, 2014 (the “Recort@’Dawill be
entitled to notice of, and to vote at, the Annuadiing, or any postponements and adjournmentsahédfe/ou holc
your shares in “street namahd wish to vote your shares in person at the Ankigeting, you must obtain a le
proxy from your broker, bank or other nominee (whdhe shareholder of record), giving you the rightvote th
shares; otherwise, your broker, bank or other nemiwill vote for you pursuant to voting instructsoprovided b
you. On the Record Date, 40,612,340 common shaees issued and outstanding. Each common sharditlkeec
one vote on each matter presented at the Annuaiindee

What do | need to do now?

Please carefully consider the information in thiexy Statement and respond as soon as possibleasgdur share
will be represented at the meeting. You can resgmntbllowing the instructions for granting a proiy vote on th
proxy card or, for shares held by your broker, ba voting instruction card that your broker prowd® you
Alternatively, you may attend the Annual Meetinglarote your shares in person, in which case, oalyr ynpersol
votes will count. Remember that you will need tdami a legal proxy from your bank, broker or nonarié youi
shares are held in “street name” and you wish te woperson at the Annual Meeting.

Do | need to attend the meeting

No. You may authorize your shares to be voted llpwiing the instructions on the proxy card or, &brares held t
your broker, on the voting instruction card thatiybroker provides to you.

2
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If I wish to attend the meeting, what identificatomust | show to attend

All shareholders should bring a driver’s licensasgport or other form of governmassued identification to veri
their identities. In addition:

» If your shares are held through a broker or otharicial institution (known as holding your shame! stree
name”), you will need to bring either (1) a letteym your broker stating that you held the Comparshare
through that institution as of the Record Date(2ra copy of the notice of Annual Meeting documgot
received in the mai

» If you are a registered shareholder (meaning, gbares are held directly with the Comg’s transfer agen
you do not need anything additional because wechank your name against the list of registerededtwder
at the door

Shareholders whose shares are held jointly or gir@ucompany, group or other institution may biang other persc
with them to attend the meeting. Please underdiaaiyl for security reasons, we cannot admit tontleeting peop
who lack the proper identification.

How do | vote shares that are held by my brok

If you have shares held by a broker or other nomiryeu may instruct your broker or other nominee/dite you
shares by following the instructions that your mokr nominee provides to you. Most brokers offeting by mail
telephone and the Internet.

What is the quorum requirement for the Annual Meat?

A quorum is necessary for the Companghareholders to conduct business at the AnnuatiMe The presence at
meeting, in person or by proxy, of the holders ahajority of the shares entitled to vote on the dddDate wil
constitute a quorum, permitting us to conduct thsifess of the meeting. Proxies received but maakeabstention
if any, and broker nometes described below, will be included in the akdtion of the number of shares considere
be present at the meeting for quorum purposes.

What is the voting requirement to approve each loé pproposals?

Four Class | directors have been nominated fortiele@t the Annual Meeting. Class | directors Vviod elected by
plurality of the votes properly cast in the elentiof directors at the Annual Meeting. This meanat ttihe fou
nominees who receive the largest number of “FQBtes cast will be elected as directors. Sharehsldannc
cumulate votes in the election of directors.
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The proposal to ratify the appointment of our inelegent registered public accounting firm will bepegved if the
votes properly cast favoring the proposal exceedrtites properly cast opposing the proposal.

The advisory vote on the proposal to approve tmepsmsation of our named executive officers wilklpgroved if th
votes properly cast favoring the proposal exceedstites cast opposing the proposal.

What does it mean if | receive more than one praxyvoting instruction card?

It means your shares are registered differentlgrerin more than one account. Please provide vatstguctions fo
all proxy and voting instruction cards you receive.

Who will count the vote?

A representative of Broadridge Financial Solutiohs;., the Compang’ mailing agent, will tabulate the voi
Anastacia S. Knapper, the Company’s Secretary,aestlias the inspector of election.

How are broker norvotes counted? What if | abstain?

Your broker will NOT be able to vote your shareshwiespect to the election of directors, if you énanot provide
directions to your broker. We strongly encouragel Yo vote your shares and exercise your right tte \as
shareholder.

When a proposal is not a routine, uncontested martie the brokerage firm has not received votirggructions fror
the beneficial owner of the shares with respecthtd proposal, the brokerage firm cannot vote thares on thi
proposal. This is called a broker non-vote. Absteist and broker nowmetes will be counted for purposes
determining whether a quorum is present, but véaherally have no effect on either of the propobalsause they &
not considered votes cast.

Can | revoke my proxy or change my vote?

Yes. You may revoke your proxy or change your \gtmstructions at any time prior to the vote at Amnual Meetin
by:

»  providing written notice to the Secretary of then@any;
» delivering a valid, lat-dated proxy or a lat-dated vote on the Internet or by telephone

« attending the Annual Meeting and voting in pers

4
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Please note that your attendance in person at timeigh Meeting will not cause your previously grahpgoxy to b
revoked unless you specifically so request. Shheds in street name may be voted in person by ydheaAnnue
Meeting only if you obtain a signed proxy from tteeord holder giving you the right to vote the &saif your share
are held in street name, you must contact yourdsege firm or bank to change your vote or obtapraxy to vott
your shares if you wish to cast your votes in per@othe meeting.

Who will bear the cost of soliciting votes for tenual Meeting?

The Company is soliciting your proxy and will payetentire cost of preparing, assembling, printimgiling anc
distributing these proxy materials. In additiontb@ mailing of these proxy materials, the solioiatof proxies c
votes may be made in person, by telephone or trefec and facsimile transmission by our directaf§icers an
employees, who will not receive any additional cemgation for such solicitation activities. We magnmburs:
brokerage firms and other persons representingficesleowners of our common shares for their exgsng
forwarding solicitation material to such beneficianers.

| share an address with another shareholder, and rgeeived only one paper copy of the proxy mateviddow may
| obtain an additional copy of the proxy materials

The Company has adopted a procedure called “holdsegd which the Securities and Exchange Commission
“SEC”) has approved. Under this procedure, the Compardelisering a single copy of this Proxy Statemer
multiple shareholders who share the same addrdsssuthe Company has received contrary instrucfii@m one o
more of the shareholders. This procedure reduee€£tdmpanys printing costs, mailing costs and fees. Sharaing
who participate in householding will continue to dlge to access and receive separate proxy capms Written o
oral request, a separate copy of this Proxy Statemid be promptly delivered to any shareholdeaahared addre
to which the Company delivered a single copy. Taenee a separate copy of this Proxy Statement,saparate coj
of future proxy statements, shareholders may varteall Broadridge Financial Solutions, Inc. at fokkowing addres
and telephone number: Householding Department, &icddles Way, Edgewood, New York 11717 or 1-800-54.
1061. Shareholders who hold shares in street name aontact their brokerage firm, bank, brokealer or othe
similar organization to request information abooti$eholding.

Can | access the Company’s proxy materials and AahReport electronically?

This Proxy Statement and copies of the CompanyisuahReport on Form 1R-for the fiscal year ended Februar
2014, as filed with the SEC, are available to dhaiders free of charge in the “Investor Relatiosgttion of th
Companys website at www.verabradley.com or by writing ter& Bradley, Inc., 2208 Production Road, Fort We
Indiana 46808.
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Where can | find the voting results of the Annual d&ting?

The Company will announce preliminary voting reswat the Annual Meeting and publish preliminaryultss or fina
results if available, in a Current Report on Fori &ithin four business days of the Annual Meeting.

6
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PROPOSAL NO. 1
ELECTION OF CLASS | DIRECTORS

We have a classified Board of Directors consisbhdour Class | directors, three Class Il directi@sd fou
Class lll directors, who will serve until the anhumeetings of shareholders to be held in 2014, 2848 201¢
respectively, and until their respective successames duly elected and qualified. At each annual tmgeof
shareholders, directors are elected for a terrhreetyears to succeed those directors whose teqoire @t the annu
meeting.

The term of the Class | directors will expire a tipcoming Annual Meeting. Accordingly, four people tc
be elected to serve as Class | directors at thau@lnvieeting. Our Nominating and Corporate Goversa@ommitte
has nominated for election by the shareholdershéo Glass | positions, Karen Kaplan, John E. Kydéatthew
McEvoy, and Robert Wallstrom, the current Classdmbers of the Board. If elected, Messrs. Kyees, \WigEanc
Wallstrom and Ms. Kaplan will serve as Class | clioes until our annual meeting of shareholdersQ@72and unt
their successors are duly elected and qualified.

The Board of Directors has no reason to believe #rgy of Messrs. Kyees, McEvoy, Wallstrom
Ms. Kaplan will be unable to serve as a directhhdwever, any nominee becomes unavailable, tbrigs will hav
discretionary authority to vote for a substitutenaee.

Unless authority to do so is withheld, the persoasied as proxies will vote “FORhe election of Messi
Kyees, McEvoy and Wallstrom and Ms. Kaplan.

Background information on each of the directorsluding the Class | director nominees, appearsvelo

If a quorum is present and voting, the four nomsnkee Class | directors receiving the highest nundfe/ote:
will be elected as Class | directors. Abstentiamd lbroker non-votes will have no effect on the vote

BOARD OF DIRECTORS INFORMATION

VERA BRADLEY’'S BOARD OF DIRECTORS UNANIMOUSLY RECOM MENDS A
VOTE “FOR” THE ELECTION OF THE FOLLOWING CLASS INO MINEES TO
THE BOARD OF DIRECTORS.

7
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Nominees for Election as Class | Directors at th2014 Annual Meeting

2014 Director Nominees Age Director Since

Karen Kaplan 54 2012

Since 2013, Ms. Kaplan has served as Chairman hied Executive Officer of Hill
Holliday, Inc., one of the nation’s largest adw&rg agencies. Ms. Kaplan has
served in various roles for Hill Holliday since Z98s. Kaplan is a Trustee of
Fidelity Investments, a multinational financial\gees corporation, where she
serves on the Audit Committee and Governance amdidNding Committee. In
addition, Ms. Kaplan currently serves as Chairmiathe® Greater Boston Chamber
of Commerce, on the Board of Governors of the Chiedcutives’ Club of

Boston, on the Board of Directors of Jobs for Maksiaetts, National Association
of Corporate Directors New England Chapter, antherMassachusetts Conference
for Women. Ms. Kaplan is a Trustee of the Postd@ffsquare Trust, as well as a
member of the Clinton Global Initiative. She iscatgspast President of the
Massachusetts Wom's Forum.

Qualifications.
Ms. Kaplan brings to our Board of Directors sigraint marketing and brandi
experience, as well as a strong tactical and fiahbackground.

John E. Kyees — Lead Independent Director 67 2010

Mr. Kyees is currently serving as the interim CHi@fiancial Officer of Destinatic
XL Group, Inc., a retail chain headquartered in t8an Massachusetts. In 20
Mr. Kyees retired from Urban Outfitters, Inc., ataie chain headquartered
Philadelphia, Pennsylvania, after serving as thefCinvestor Relations Office
Mr. Kyees also served as Chief Financial Officetuoban Outfitters from 2003
2010. Mr. Kyees formerly held the position of Chihancial Officer and Chi
Administrative Officer for bebe stores, Inc., aaietchain headquartered in ¢
Francisco, California, from 2002 to 2003. Mr. Kyeisscurrently a director
Destination XL Group, Inc.; and a director and membf the audit committee
Rackwise Inc., a publiclyraded provider of data center infrastructure mansan
software. In addition, Mr. Kyees is also a direadbrArhaus Furniture, a privately-
held retailer and Applaud, LLC, a privat-held social networking sit

8
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2014 Director Nominees

Age

Director Since

Qualifications::

Mr. Kyees brings to our Board of Directors over yi€ars of experience in t
consumer products retail and manufacturing indestrHe has over 30 years
experience as a chief financial officer and ninargeserving in that role for a put
company. Institutional Investor magazine selectedkiees as a top specialty re
chief financial officer on five separate occasioasgidencing his strong skills
corporate finance, strategic, and accounting nstter

Matthew McEvoy

Matthew McEvoy has served as a director since 20ly1. Mr. McEvoy is Chief
Strategy and New Business Development at Burbergu@plc, a luxury appal
and accessories company based in London. Priooitong Burberry in 200:.
Mr. McEvoy worked for nearly fifteen years at Goldm Sachs & Co., a glol
investment banking, securities and investment mamagt firm, where he he
positions of increasing responsibility, includingc¥ President of the Retail ¢
Apparel Focus Group from 1993 to 20!

Qualifications:

Mr. McEvoy brings to the Board of Directors extessiexperience in reti
operations and strategic planning, years of expeei@s a Senior Vice Presiden
an international retail public company, and a proweack record of drivin
international growth and expansion.

52

2011

Robert Wallstrom — President and Chief Executive Cficer

Mr. Wallstrom joined Vera Bradley as its Presidantl Chief Executive officer
2013. From 2007 to 2013, Mr. Wallstrom served asigent of Saks Fifth Aven
OFF 5th, the outlet chain operated by Saks Fifth AvenueviBusly, he was Grol
Senior Vice President and General Manager of S&gship New York store fro
2002 to 2007. Prior to joining Saks, Mr. Wallstréweld a variety of roles at retai
Macy’s Inc. from 1987 to 1995 and began his career B31& J. W. Robins(
department stores, a division of Associated Dry d&o€orp., which was lat
acquired by May Department Stores Company. Mr. Stfalin serves on the Boi
of Directors of the LIM Fashion Education Foundati

48
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2014 Director Nominees

Age

Director Since

Qualifications::

Mr. Wallstrom is a successful retail executive witktensive brand managen
experience, proven leadership abilities and a gttosck record of driving growt
As President of Saks Fifth Avenue OFFt5, Mr. Wallstrom developed a
implemented a strategic plan that repositioned division as a growth engir
propelling it to a market leading position. Mr. igdom is extremely weliegarde
in the retail industry and has a proven track récdeveloping and successft
executing strategic growth plans. He has a deefgbagnd in brand positionin
product development, store operations and plaraigallocation.

Directors Continuing in Office

Class Il Directors Serving until the 2015 Annual Meting

Age

Director Since

Robert J. Hall - Chairman

Mr. Hall has served as Chairman of the Board sBegtember 2010. Mr. Hall is 1
principal of Green Gables Partners, a private imest firm that he founded
2010. Prior to founding Green Gables, Mr. Hall tetdrAndesite Holdings, a priv:
equity firm, where he continues to serve as prigcipMr. Hall served as
Executive Director for UBS Financial Services fr@d00 to 2007.

Mr. Hall also serves as a director of FlyLow Gear,@ privatelyheld manufactur
of outerwear; New World Stoneworks LLC, a privatbid retailer of stor
products; and Bill's Khakis, a privateheld clothing retailer. Mr. Hall also serve:
the Chairman of the Board of the Midlantic region of Teach for America; is
member of the Board of the Philadelphia Schoolrfeaship; and serves as truste
The Holderness Schoc

Qualifications::
Mr. Hall provides our Board of Directors with inkigand perspective on gene
strategic and financial matters, stemming from kigensive experience
investment banking, investment management, finhnplanning, and priva
placements.

56

2007
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Class Il Directors Serving until the 2015 Annual Meting

Age

Director Since

P. Michael Miller

In 2013, Mr. Miller retired as a senior partnertire law firm of Hunt Suedhc
Kalamaros LLP, where he served as a partner frod7.18rom 1990 through Ju
2010, Mr. Miller served as our Secretary and TresswMr. Miller also serves as
director of the Vera Bradley Foundation for Bre@ancer

Qualifications:

Mr. Miller has been involved with Vera Bradley sinits inception and brings to «
Board of Directors a broad array of institutionahokledge and historic
perspective. Mr. Miller also provides insight andidance on legal and busin
matters, stemming from his experience as a pragtiaitorney.

Edward M. Schmults

Since 2009, Mr. Schmults has served as the Chietiwe Officer and a direct
of Wild Things, LLC, a privatehheld company that provides technical app
packs and bags to the U.S. military, federal aatedaw enforcement agencies
the consumer market. From 2005 to 2009, Mr. Sclenattirved as the Ch
Executive Officer of FAO Schwarz, a toy retailerioP to joining FAO Schwarz, |
was employed at RedEnvelope, Inc., a catalog atainiet retailer of affordak
luxury goods, where he started as Senior Vice 8eesiof Operations in 2004 ¢
was promoted to Chief Operating Officer in 2005.

Mr. Schmults currently serves on the advisory boafdFirst Insight, Inc.,

privately-held retail consulting company; is a member of Board of Trustees

the National Outdoor Leadership School; is a menob#ne National Council of tt
American Prairie Foundation; and is a member of Board of Directors of tt
Outdoor Industry Association, the industry grouptfee outdoor retail industry.

Qualifications::

Mr. Schmults brings to our Board of Directors o) years of experience
branded consumer products, direcetmsumer sales, finance, informa
technology, and socially responsible business jpex

75

51

1990

2010

11
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Class Il Directors Serving until the 2016 Annual Meeting Age Director Since

Barbara Bradley Baekgaard— Co-Founder 75 1982
Ms. Baekgaard cteunded Vera Bradley in 1982. From 1982 througheJaa1C

she also served as @wesident. In May 2010, she was appointed Chiehie

Officer. She currently serves as a board membéhefindiana University Melv

and Bren Simon Cancer Center Development Board ted Vera Bradle

Foundation for Breast Cancer.

Qualifications:

As Cc-Founder of Vera Bradley, Ms. Baekgaard serves ddayership role on o
Board of Directors and provides the Board with @aor array of institution
knowledge and historical perspective as well aimatepth knowledge of busine
strategy, branding, product development, and stiesign. Since our foundir
Ms. Baekgaard has provided leadership and stratdgection in our brand’
development by providing creative vision to areashsas marketing, prodt
design, assortment planning, and the design amn@lviserchandising of our store

Richard Baum 67 2011
Mr. Baum is the managing partner of Consumer GroRdltners, a private eqt

firm with an exclusive investment focus on spegia#itail and branded consur

products companies, which he helped to found irb2@0@ior to founding Consurr

Growth Partners, Mr. Baum spent more than a desadeing in various equi

research roles with investment banking, securéiesinvestment management fii

Credit Suisse, Goldman Sachs and Sanford Bern

Qualifications:

Mr. Baum brings to the Board of Directors particlkkaowledge and experience
finance and capital structure, strategic plannoogsumer brand strategy and retail
merchandising and operatiol

12
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Class Il Directors Serving until the 2016 Annual Meeting Age Director Since

Patricia R. Miller — Co-Founder 75 1982
Ms. Miller co-founded Vera Bradley in 1982. Fron82%hrough June 2010, she

also served as Cresident. In June 2010, she was appointed Nat®ptespersc

for the Company where she continued to promotécamd until her retirement in

October 2012. Ms. Miller served as the first Seagedbf Commerce for the State of

Indiana and the Chief Executive Officer of the Bt Economic Development

Corporation from 2005 to 2006. Ms. Miller servesaadirector for the Indiana

University Foundation and for the Vera Bradley Faation for Breast Cance

Qualifications::

As Cc-Founder of Vera Bradley, Ms. Miller brings to oundd of Directors a bro:
array of institutional knowledge and historical ggctive. Ms. Miller also provides
insight and perspective on general strategic asthbss matters, stemming from
executive and finance experience as Secretary win@oce for the State of Indiana
and as Chief Executive Officer of the Indiana EcoimDevelopment Corporation.
Since our founding, Ms. Miller has provided leathgzsand strategic direction to t
business, guiding the development of our operatmassupply chain infrastructure
and the growth of our employee ba

Frances P. Philip 55 2011
From 1994 to 2011, Ms. Philip held positions ofrgasing responsibility at L.1

Bean, a privately-held outdoor apparel and equigmegailer based in Freeport,

Maine, including Chief Merchandising Officer frod@ to 2011. Prior to working

at L.L. Bean, Ms. Philip was one of three princgpaho launched the innovative

fresh flower catalog, Calyx & Corolla, and she sehin a variety of roles with oth

specialty retailers, including The Nature Compaflliams-Sonoma, and The Ge

13
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Class Il Directors Serving until the 2016 Annual Meeting Age Director Since

Ms. Philip also serves on the boards of Pacificvar of California, Inc.,
publicly-traded specialty retailer of branded anadpietary casual apparel,
accessories and footwear; Crane & Co., Inc., aafely-held manufacturer of US
currency paper and fine cotton papers used fonkasiand personalized stationery;
and Sea Bags, a retailer of handcrafted tote badjsecessories from recycled s
She also serves on the advisory board of Kind Exgléga privately-held company;
and on the Board of the Coastal Humane Societgn-profit organization

Qualifications::

Ms. Philip brings to our Board of Directors extergsexperience in product design
and development, multihannel merchandising and the retail and consunoelupt:
industry.

Meeting Attendance

Our Board of Directors held twelve meetings durfregal 2014. Each of the standing committees of Board o
Directors held the number of meetings indicate@WweDuring fiscal 2014, each of our directors attesh at least 75
of the total number of meetings of the Board adohthe committees of the Board of which such clioe was
member held during the period in which such direstrved. Directors are encouraged to attend ocumammeeting
of shareholders, and all directors serving attiha¢ attended the shareholders meeting held on30a013.

The following table sets forth the three standiogmittees of the Board of Directors and the nunabeneetings hel
by each committee during fiscal 2014

Nominating and

Corporate
Audit Compensatior Governance
13 9 6

Committees

Our Board of Directors has established an Audit @atee, a Compensation Committee and a Nominatimg
Corporate Governance Committee. Our Board hasnafively determined that all members of these cdteet
satisfy the independence requirements of The NAS[346gk Market.

14
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Audit Committee

Our Audit Committee reviews and recommends to tbar8 of Directors internal accounting and financmhtrols an
accounting principles and auditing practices tebwloyed in the preparation and review of our foahstatement
In addition, our Audit Committee has the authotiblyengage, oversee and dismiss public accountarasidit ou
annual financial statements and determine the sobpke audit to be undertaken by such account&is. Audii
Committee also reviews the fairness of relatedyp@ainsactions in accordance with the rules of NA&SDAQ Stocl
Market.

Compensation Committee

Our Compensation Committee reviews and recommemdsiit Chief Executive Officer and the Board of B
policies, practices and procedures relating tocmpensation of executive officers, including thieief Executiva
Officer, and the establishment and administratibncertain employee benefit plans for executive aafifs. Th
Compensation Committee has the authority to adteinsur 2010 Equity and Incentive Plan and advisé @nsul
with our officers regarding managerial personnéicpes.

Nominating and Cor por ate Gover nance Committee

Our Nominating and Corporate Governance Commitssests thdBoard of Directors with its responsibilities regag
the identification of individuals qualified to bene directors, the selection of the director nonmsniee the next annu
meeting of shareholders and the selection of direz@ndidates to fill any vacancies on the Boar®ioéctors. It als
reviews and makes recommendations to the Boarddiegathe preparation and review of, and compliandh,
corporate governance policies and reviews and nraoesnmendations to the Board regarding succegdaoming fo
the Chief Executive Officer and tenure and retiretypmlicies for directors.

Summary of Director Compensation

In March 2013, our Board of Directors approved apensation program for non-employeéectors, to b
reviewed biannually. In doing so, the Board revidviee recommendations of the Compensation Commidiea
with a review by our outside compensation constilznnonemployee director compensation among peer (
companies. In reviewing total compensation for own-employee directors, our consultant evaluated ther
compensation programs and long-term equity incenfprograms for noemployee directors of compara
companies. All directors other than Mr. WallstromdaMs. Baekgaard participate in our nemployee direct
compensation program.

15
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Under the cash compensation program, we pay eachirofionemployee directors a cash retainer of $5&
annually, and have eliminated all meeting feedbfiih Board and committee meetings. We pay the @aiEon of oL
Board of Directors an additional $30,000 retaiae the Lead Independent Director an additionaimet of $10,00(
In addition, we pay the following annual retainBmscommittee service:

Audit Committee Chai $15,00(
Audit Committee Member $10,00(
Compensation Committee Ch. $10,00(
Compensation Committee Memb: $7,00(
Nominating and Corporate Governance Committee ( $8,75(
Nominating and Corporate Governance Committee Mest $6,00(

We also pay each of our n@mployee directors an annual equity grant with laevaf $85,000. On March
2013, our Compensation Committee approved the graBt597 restricted stock units to each of our-rorploye:
directors, with a grant date of March 29, 2013. seheestricted stock units vest and settle in ourraon shares, or
one-forone basis, on the first anniversary of the grate.dehe applicable award agreement also provicegte unit
shall vest immediately upon the death or disabdityhe director and upon the occurrence of a ceangontrol of th
Company, as defined in the agreement.

All of our directors will continue to be reimbursddr reasonable travel and other expenses incuirn
connection with attending meetings of the Boar®wéctors and its committees.

16
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Fiscal 2014 Director Compensation

The following table summarizes compensation that rmn-employee directors earned during fiscal 201«
services as members of our Board of Directors.

Fees Earned o

Stock
Paid in Awards
Name® Cash @) Total
Richard Baun $71,000 84,997 $155,9¢7
Robert J. Hal 85,000 84,997 169,97
Karen Kaplar 62,000 84,997 146,97
John E. Kyee 80,000 84,997 164,97
Matthew McEvoy 65,000 84,997 149,97
Patricia R. Miller 55,000 84,997 139,97
P. Michael Miller 55,000 84,997 139,947
Frances P. Phili 70,750 84,997 155,747
Edward M. Schmult 71,000 84,997 155,9¢7

(1) We did not pay our employee directors, Mr. Wallsirand Ms. Baekgaard, any compensation for thewices on our Board
Directors in fiscal 2014

(2) Represents the aggregate grant date fair valuestficted stock awarded during the fiscal year asegh in accordance with FA¢
ASC Topic 718. Additional information regarding thelculation of these values is included in Notean?l 9 to our consolidat
financial statement:

Indemnification of Directors and Officers

Our second amended and restated articles of incaipn provide for indemnification, to the fulleskten
permitted by the Indiana Business Corporation Lasvamended (the “IBCL")f our directors and officers agai
liability and reasonable expenses that may be redury them in connection with proceedings to whiahdirectors «
officers are made a party by reason of their refethip to the Company. Our second amended andeésidicles ¢
incorporation and amended and restated bylawspat®dde for indemnification of our directors andioérs wher
they have acted in good faith and in a manner teagonably believed to be in, or not opposed to best interest
and in the case of criminal proceedings, they leadaonable cause to believe the action was lawfithey had n
reasonable cause to believe the action was unlaWwfelhave obtained insurance that insures ourtdrgand officer
against specified losses.

In addition, we have entered into separate indeoatibn agreements with our directors and executive
officers. We believe that these provisions and egents are necessary to attract and retain qubpgesons as
directors and executive officers. These indemnificeagreements may require us to indemnify owdaors and
executive officers for related expenses, includitigrneys’ fees, judgments, fines and amounts ipaséttlement that
were actually and reasonably incurred or suffered director or executive officer in an action oogeeding arising
out of his or her service as one of our directorsx@cutive officers.
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CORPORATE GOVERNANCE

Corporate governance at Vera Bradley is used tmpte the longerm interests of our shareholders, as
as to maintain internal checks and balances, dtitengnanagement accountability, engender publgt,tand foste
responsible decision making and accountability. &¥etinue to strengthen existing governance practce develc
new policies that make us a better company.

Our Board of Directors periodically reviews evolyitegal, regulatory, and best practice developmés
determine those that will best serve the interestaur shareholders. Our Corporate Governance Guoéewere mo:
recently updated in August 2013. Highlights of oarporate governance framework include:

Board Independence

Six of our eleven directors are independent of @lmenpany and management. Our Board of Director:
affirmatively determined that Richard Baum, Kareapkan, John E. Kyees, Matthew McEvoy, Frances HipPinc
Edward M. Schmults satisfy the independence remergs of The NASDAQ Stock Market for service on 8aarc
of Directors and each of its committees. Our Boafdirectors has determined that Barbara BradlegkBaarc
Robert J. Hall, Patricia R. Miller, P. Michael Mitl, and Robert Wallstrom are not independent uigerlisting
standards of The NASDAQ Stock Market. See “CerRatationships and Related Party Transactidosa descriptio
of such relationships.

At each regular meeting of directors, time is satl@ for the directors to meet in executive sessidhout
management present. In addition, the independeattdrs also meet without the inside directors \egre regula
meeting.

Only independent directors are members of the Au@mmpensation, and Nominating and Corpc
Governance Committees.

Chief Executive Officer, Chairman, and Lead Indepeuent Director

Currently, the positions of Chairman of the BoarfdDirectors and Chief Executive Officer are held
separate persons because the Board of Directomdebasnined that this structure aids in the ovétsig manageme
and is in the best interests of the Company arghaseholders at this point in time.

In addition, the independent directors have appdiniohn E. Kyees, Chairman of the Companiudit
Committee, to serve as Lead Independent Director.
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Stock Ownership Guidelines for Officers and Directos

Our Board of Directors has adopted stock ownersfuijgelines for directors, executive officers, artties
senior executives. These guidelines were establishesncourage a long-teroutlook for the management of
business and to help align the interests of manageand shareholders.

The stock ownership guidelines require that aleciors hold share units of the Compangbmmon stoc
with a value equal to four times the annual cashimer. Until such time as a director has attaitmedapplicable sha
ownership guideline, he or she is expected tonmed@Po of the share units awarded to him or heheyGompany, n
of amounts required to pay taxes and exercise rideereafter, he or she is expected to retaina foeriod of at lea
two years, at least 50% of the Shares Units witiciwhe or she is credited as a result of equityrdsvanade by tt
Company subsequent to attainment of the share aWwipeguideline, net of amounts required to pay saasd exercis
prices.

The Chief Executive Officer is required to hold shanits with a value equal to three times his ahibas
salary. Executive Vice Presidents and other keg@tkees as determined by the Compensation Comnatieeequire
to hold share units with a value equal to two tirttesir annual base salary. Until such time as theefCExecutivi
Officer or another officer covered by the guidefingas attained the applicable share ownership lquédehey ar
expected to retain 60% the share units awardetrt@hher by the Company, net of amounts requiogolly taxes ar
exercise prices. Thereafter, the executive is drpeto retain, for a period of at least two yeatsleast 50% of tt
total shares with earned as a result of equity dsvarade by the Company, net of amounts requirgahyctaxes ar
exercise prices.

For purposes of the stock ownership guidelinesslare unit’is defined as each share of Vera Bra
common stock beneficially owned, included shareesfricted stock, restricted stock units, and esi@re underlyir
any stock option. Both vested and unvested shdresstricted stock and restricted stock units sbhallincluded i
calculating share units, except that unvested ycwards which are subject to performance critshall not b
included.

Director Orientation and Continuing Education

The Nominating and Corporate Governance Committed management are responsible for dire
continuing education programs to assist directonsaintaining skills and knowledge necessary or@mmte for th
performance of their responsibilities.
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Continuing education programs for directors mayude a combination of internally developed materehc
presentations, programs presented by third padresfinancial and administrative support for atamce at qualifyin
academic or other independent programs.

Risk Oversight

In its governance role, and particularly in exearngsits duty of care and diligence, the Board ofedtors i
responsible for ensuring that appropriate risk rmgangent policies and procedures are in place toegtrathe
Companys assets and business. While the Board of Direttassthe ultimate oversight responsibility for ek
management process, it has delegated to the Auwditn@ittee the initial responsibility of overseeirigetCompanyg
risk assessment and risk management. In fulfilitsgdelegated responsibility, the Audit Committess hdirecte
management to ensure that an approach to risk reareag is implemented as part of the daylag-operations of tl
Company, and to design internal control systemb witiew to identifying and managing material risks

On a periodic basis (not less than quarterly), felit Committee reviews and discusses with
management, the Compansysignificant financial risk exposure and the stdzd management has taken to mor
control and report such risks. In addition, the A@bmmittee regularly evaluates the Compargolicies, procedur
and practices with respect to enterprise risk assest and risk management, including discussiotts nvanageme
about material risk exposures and the steps bakentto monitor, control and report such risks. Aadit Committe
reports its activities to the full Board of Direcdoon a regular basis and in that regard makes reecgmmendations
the Board of Directors with respect to risk asse&sgrand management as it may deem necessary arapagfe.

Director Qualifications

We believe that our Board of Directors as a whdleutdd encompass a range of talent, skill, diversaiy
expertise enabling it to provide sound guidancé waspect to our operations and interests. In iatdid considering
candidates background and accomplishments, candidates @eved in the context of the current compositiorooi
Board of Directors and the evolving needs of owiess. Our Board of Directors identifies candigdite election t
the Board of Directors and reviews their skillsadctteristics and experience.
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Our Board of Directors seeks directors with stroggutations and experience in areas relevant tettageg
and operations of our business, particularly indestand growth segments that we serve. We bekawoh of oL
current directors has experience that meets thiscte. We believe that our Board of Directorslectively ha:
experience in core management skills, such asegicaaind financial planning, public company finahaeporting
corporate governance, risk management and leagetshelopment.

Our Board of Directors also believes that each wf current directors has other key attributes tra
important to an effective board: integrity and destoated high ethical standards; sound judgmeratyacal skills
the ability to engage management and each other éonstructive and collaborative fashion; diversifyorigin,
background, experience and thought; and the comenitrto devote significant time and energy to senon ou
Board of Directors.

Corporate Governance Guidelines, Committee Charterand Code of Ethics

Our Corporate Governance Guidelines and the clsadkithe three standing committees of the Boal
Directors describe our governance framework. Thep@ate Governance Guidelines and charters aradate t(
ensure our Board has the necessary authority autiges in place to review and evaluate our businpgrations at
to make decisions that are independent of manage®em Corporate Governance Guidelines also aenddd t
align the interests of directors and managemenh wibse of our shareholders, and comply with oreegcth
requirements of the NASDAQ Stock Market (“NASDAGiNd applicable law.

Our Board annually conducts a seifaluation to identify opportunities to improve Bdgerformance. Tt
Board periodically reviews our Corporate Governam@@delines and committee charters and updates tas
necessary to reflect changes in regulatory requ@ngsnand evolving oversight practices.

We have adopted a code of ethics, our Conflictdérest and Business Ethics Policy, applicable it
directors, officers, employees, representativesntsg and consultants of the Company. In additiobeing subject
the Conflict of Interest and Business Ethics Pglauyr Chief Executive Officer, Chief Financial Qfé#r, Treasurer, ai
Corporate Controller are also subject to our Cddethics for Senior Financial Officers. Any amendrht, or waive
from, a provision of our Conflict of Interest andifness Ethics Policy or Code of Ethics for Sefioancial Officer
that applies to our principal executive officeringrpal financial officer, principal accounting afér, controller, ¢
persons performing similar functions and that eddab any element of the Policy or the Code enui@élia paragraf
(b) of Item 406 of Regulation S-K shall be disclb$y posting such information on our website.
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If you would like additional information about tleeslocuments, you may view the following documert
http://investors.verabradley.com/governance.cfragpé note that our website is not a part of tlegypstatement):

Corporate Governance Guidelir

Audit Committee Charte

Compensation Committee Char

Nominating and Corporate Governance Committee €h
Conflicts of Interest and Business Ethics Po

Code of Ethics for Senior Financial Office

Board Leadership Structure and Lead Independent Diector

Our Board of Directors believes that one of its triogortant functions is to protect shareholdensérest
through independent oversight of management, imeduthe Chief Executive Officer; however, the BoafDirector:
does not believe that effective management oversigbessarily mandates a particular managemerutstey such ¢
a separation of the role and identities of the @han of the Board of Directors and Chief Execut®icer. The
Board considers it important to retain flexibilitp exercise its judgment as to the most appropmnad@ageme!
structure for us, based on the particular circuntsta facing us from time to time. Currently, theipons of Chairma
of the Board of Directors and Chief Executive Géfiare held by separate persons because the BoBickotors ha
determined that this structure aids in the ovetsighmanagement and is in the best interests ofCimpany and i
shareholders at this point in time.

In addition, the independent directors have appdiniohn E. Kyees, Chairman of the Companiudit
Committee, to serve as Lead Independent Directbe Tead Independent Director, among other thingsirs
executive sessions of the independent directorgeseas a spokesperson for the independent diseatat serves a:
liaison between the Company’s other independemctirs and the Comparsymanagement, auditors and cou
between Board meetings. The Board believes thiststre allows all of the independent directors actipipate in th
full range of the Board’s responsibilities with pest to its oversight of the Compasynanagement. The Boarc
Directors has determined that this leadership 8trads appropriate given the size and complexityhhe Company, tt
number of directors overseeing the Company anddaed of Directorsoversight responsibilities. Further, the Bc
of Directors believes that these responsibilitipprapriately and effectively complement our Chainntd the Boar
and Chief Executive Officer structure.

Director Nominations

In accordance with our Corporate Governance Guids)i the Nominating and Corporate Govern
Committee reviews the appropriate skills and charatics required
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of directors in the context of prevailing businessditions and for making recommendations regardiegsize ar
composition of the Board, all on an annual baske ©bjective is a Board that brings to the Compansariety o
perspectives and skills that are derived from tjghlity business and professional experience aachite aligned wit
the Company’s strategic objectives.

The Nominating and Corporate Governance Commiti@esiders nominees recommended by direc
officers, employees, shareholders, and others hgsad each candidasefualifications, including whether a candic
possesses any of the specific qualities and shdtgrable in certain members of the Board. Nomirfieeshe Boar
must be committed to enhancing loregm shareholder value and possess a high levpérsional and professiol
ethics, sound business judgment, appropriate expezi and achievements, personal character andiiptdgoarc
members are expected to understand our businesthanddustry in which we operate, regularly att@whrd an
committee meetings, participate in meetings andsaet making processes in an objective and constrienanne
and be available to advise our officers and managéentvaluations of candidates generally involveedew o
background materials, internal discussions, arehwews with selected candidates, as approprigtent$election of
gualified candidate, the Nominating and Corporate€nance Committee recommends the candidate t8dhed
The Nominating and Corporate Governance Committag emgage consultants or thpdsty search firms to assisi
identifying and evaluating potential nominees.

As described in our Corporate Governance Guidelinke Board also seeks members from di
backgrounds so that the Board consists of memb#rsavbroad spectrum of experience and expertisevath ¢
reputation for integrity. Directors should have espnce in positions with a high degree of resqauilitsi, be leaders |
the companies or institutions with which they afliated, and be selected based upon contributithiag they ca
make to the Company. Once the Nominating and CatpdBovernance Committee has confirmed that awithdil
meets the general qualifications for a directod has further determined that such individual igrapriately qualifie
to serve on our Board, the Nominating and Corpo@dgernance Committee then considers the extewhtoh the
membership of the candidate on the Board would ptema diversity of perspectives, backgrounds argeesnce
among the directors, including expertise and egpee in a variety of substantive matters pertaimingur busines
however, the Board does not believe the subjecive varying nature of this nomination process leitgkdf to ¢
formal policy or fixed rules with respect to thevelisity of the Board.

The Nominating and Corporate Governance Committdlecansider director candidates recommende
shareholders. The Nominating and Corporate Govema&ommittee will evaluate director candidates igitl of
several factors, including the general criteria feeth above. Shareholders who wish to recommenddvituals fo
consideration by the Nominating and Corporate Guasece Committee to become nominees for electioneto
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Board at an annual meeting of shareholders musbda accordance with the procedures set fortiRiequirement:
Including Deadlines, For Submission of Proxy Prap®s Nomination of Directors and Other Busines:
Shareholders’section of this Proxy Statement and in complianéth wur bylaws. To date, the Nominating .
Corporate Governance Committee has not receivéetar nomination from a shareholder.

Family Relationships

Barbara Bradley Baekgaard and Patricia Miller faththe Company in 1982 in Fort Wayne, Indiana.
Ms. Baekgaard and Ms. Miller continue to serve am Board of Directors. P. Michael Miller, a directas the
husband of Ms. Miller. Robert J. Hall, our Chairmanthe son-idaw of Ms. Baekgaard, who also serves as our |
Creative Officer.

Compensation Committee Interlocks and Insider Parttipation

The members of the Compensation Committee as aukgbl, 2014 were Karen Kaplan, Frances P. F
and Edward M. Schmults. None of the members ofGbmpensation Committee are now serving or prewohale
served as employees or officers of the Companynyr subsidiary, nor has any member of the Compem
Committee engaged in any transaction with the Camppaquired to be disclosed pursuant to Item 40Regulatiol
S-K. None of the Company’executive officers serve as directors of, orng aompensation related capacity
companies with which members of the Compensatiani@ittee are affiliated.

Communications with Directors

Shareholders may communicate with our directorgragsmitting correspondence to our investor reta
desk via the internet at http://investors.veralmadiom/contactBoard.cfm or to our Secretary at:

Secretary and General Counsel
c/o Vera Bradley, Inc.

5620 Industrial Road

Fort Wayne, Indiana 46825

The Secretary will, as appropriate, forward comroations to the Board of Directors or to any indial director
directors, or committee to whom the communicat®directed.
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PROPOSAL NO. 2
RATIFICATION OF INDEPENDENT AUDITOR

PROPOSAL

The Audit Committee has selected Ernst & Young L&PE&Y, as our independent registered public antiag
firm to audit the consolidated financial statemenitd/era Bradley for the fiscal year ending Januzty 2015. Th
Audit Committee and the Board of Directors seekave the shareholders ratify the Audit Commitegppointmer
of E&Y. Representatives of E&Y will be present AetAnnual Meeting and will have the opportunityniake
statement, if they desire to do so, and to resporappropriate questions. E&Y served as our inddeehregistere
public accounting firm for fiscal 2014. PricewateuseCoopers LLP, or PwWC, served as our indepemndgidtere
public accounting firm for fiscal 2013.

Principal Accounting Fees and Services

The following table sets forth the aggregate fakbsdoto Vera Bradley for the fiscal year ended ey 1, 201
by E&Y, and for the fiscal year ended February@.2by PwC:

Fiscal 2014 Fiscal 2013
Audit Fees $520,500(%) $ 607,50(
Audit-Related Fee®) — 17,240
Tax Fees 56,000 —
All Other Fee<4) 2,001 4,200
Total $ 578,50( $ 628,940

(1) Audit Fees for fiscal 2014 consist of feesgonfessional services rendered by E&Y in connectiith the integrated audit of the
consolidated financial statements and the effegige of the Company’s controls over financial répgrand reviews of our interim
consolidated financial statemer

(2) Audit Fees for fiscal 2013 consist of feesgonfessional services rendered by PwC in connegtitinthe integrated audit of the
consolidated financial statements and the effeatige of the Company’s controls over financial répgrand reviews of our interim
consolidated financial statemer

(3) Audit-Related Fees for fiscal 2013 consist of fees rélaiemployee benefit plan audi

(4)  All Other Fees consist of fees for products serices other than the above-described senlicémth years, these fees related
primarily to subscriptions to online research datss

The Audit Committee has adopted a policy that nexguithe Audit Committee to pegprove, prior t
engagement, all audit and permissible aowlit services provided by the independent regdtpublic accounting fir
on an individual basis. All of the services desedlin the table above were papproved by the Audit Committee. 1
Audit Committee considered the services listed abtw be compatible with maintaining E&Y’s and PwC’
independence, respectively.
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Change in Independent Registered Public Accountingirm

The Audit Committee completed a competitive prodesgview the appointment of the Companyidepende
registered public accounting firm for the year egdirebruary 1, 2014.

As a result of this process, on January 29, 2088, Audit Committee appointed E&Y as the Company’
independent registered public accounting firm foe fiscal year ending February 1, 2014, and disdig3wC fron
that role, effective as of the date of Pw@ompletion of the audit services for the fisoaduyended February 2, 2(
and the filing of the Company’s 2013 Annual ReportSecurities and Exchange Commission Form 10-K.

PwC'’s reports on the Compagy’consolidated financial statements as of and Her fiscal years end
February 2, 2013 and January 28, 2012 did not comtia adverse opinion or a disclaimer of opinionl avere nc
qualified or modified as to uncertainty, audit seopr accounting principles. The audit reports ofCPan the
effectiveness of internal control over financigbaeting as of February 2, 2013 and January 28, 2d 2ot contai
any adverse opinion, nor were they qualified or iied as to uncertainty, audit scope, or accoungmgciples
During the fiscal years February 2, 2013 and Jan2@y 2012, and the subsequent interim period tirofpril 2,
2013, there were (i) no “disagreements” as tha ter defined in Item 304(a)(1)(iv) of RegulationkS-between th
Company and PwC on any matter of accounting priesipr practices, financial statement disclosuraualiting scop
or procedure, which disagreements, if not resolicedhe satisfaction of PwC, would have caused PwG@nake
reference to the subject matter of the disagreemeheir reports on the financial statements tartsyears, and (ii) r
“reportable events” as that term is defined in I&dd(a)(1)(v) of Regulation S-K.

During the fiscal years ended February 2, 2013Jamdiary 28, 2012, and the subsequent interim pérrodgl
April 2, 2013, neither the Company nor anyone acom its behalf has consulted with E&Y with respext(i) the
application of accounting principles to a specifteansaction, either completed or proposed, ortyipe of audi
opinion that might be rendered on the Compaiiiyiancial statements, and neither a written repor oral advice we
provided to the Company that E&Y concluded was rapartant factor considered by the Company in resagh
decision as to any accounting, auditing, or finahoeporting issue or (ii) any matter that was @itthe subject of
“disagreement” (as that term is defined in Item(@0d)(iv) of Regulation ¥ and the related instructions)
“reportable event” (as that term is defined in [t8@4(a)(1)(v) of Regulation S-K).
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Vote Required and Board Recommendation

This proposal will be approved if a quorum is prése person or by proxy, at the Annual Meeting éme vote
properly cast favoring the proposal exceed thes/pteperly cast opposing the proposal. Abstentatsbroker non-
votes will each be counted as present for purpokdstermining the presence of a quorum but witllmve any effe:
on the outcome of the proposal.

VERA BRADLEY’'S BOARD OF DIRECTORS UNANIMOUSLY RECOM MENDS A
VOTE “FOR” THE RATIFICATION OF THE APPOINTMENT OF E &Y AS OUR
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR F ISCAL 2015.
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AUDIT COMMITTEE REPORT

Management is responsible for the preparationgmtason and integrity of Vera Bradley’s consoletht
financial statements and the Company’s internatrobover financial reporting. The independent ségried public
accounting firm of Ernst & Young LLP, or E&Y, wassponsible in fiscal 2014 for performing an inteégdsaudit of
the Company’s consolidated financial statementsthaceffectiveness of the Company’s controls owerfcial
reporting. The Audit Committee’s responsibilitytismonitor and oversee these processes. The Aodin@ttee is
also responsible for selecting and evaluatingidependence of the Company’s independent regispenad
accounting firm and for pre-approving the servieasdered by that firm.

In this context, the Audit Committee reports asofok:

1. The Audit Committee has reviewed and discussed mv@ghagement Vera Brad’s auditec
consolidated financial statements for the fiscaryended February 1, 201

2. The Audit Committee has discussed with represemminf PwC the matters required to be discu
by Statement on Auditing Standards No. 61, as ap@(BICPA, Professional Standards, Vol. 1, AU
section 380), as adopted by the Public Company éutag Oversight Board in Rule 320C

3.  The Audit Committee has received and reviewed thien disclosures and the letter from P
required by applicable requirements of the Pubban@any Accounting Oversight Board regarding
PwC’s communications with the Audit Committee canagg independence, and has discussed with
PwC its independence; a

4.  The Audit Committee has considered whether theipion by PwC of non-audit services to Vera
Bradley is compatible with maintaining P¥s independenct

Based on these procedures and discussions, thé @oimittee recommended to the Board of Directioas the
Company’s audited consolidated financial statemigitsred to above be included in Vera Bradley’ s1éal Report
on Form 10-K for the fiscal year ended FebruarQi,4, for filing with the Securities and Exchangan@nission.

SUBMITTED BY THE AUDIT COMMITTEE
John E. Kyees, Chairmz

Richard Baun

Matthew McEvoy
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PROPOSAL NO. 3
ADVISORY VOTE ON THE COMPENSATION OF OUR NAMED
EXECUTIVE OFFICERS

Proposal

The guiding principles of our compensation policiasd decisions include aligning each execusive’
compensation with our business strategy and thexests of our shareholders and providing incentivesded t
attract, motivate and retain key executives wharaportant to our longerm success. Consistent with this philoso
a significant portion of the total incentive compation for each of our executives is directly miato our earning
and to other performance factors that measure rogr@ss against the goals of our strategic andatipgrplans.

Shareholders are urged to read the “Executive Cosgi®n Discussion and Analysiséction of this prox
statement, which discusses how our compensatioigrdes\d practices reflect our compensation philago he
Compensation Committee and the board of directelis\e that our compensation design and practicesféective ii
implementing our guiding principles.

We are required to submit a proposal to sharehslf@r a (norbinding) advisory vote to approve
compensation of our named executive officers pumstm Section 14A of the Securities Exchange Actl984, a
amended, or the Exchange Act. This proposal, conyriorown as a “say-on-paygroposal, gives our shareholc
the opportunity to express their views on the camspéon of our named executive officers. This vsteot intended f
address any specific item of compensation, bueratie overall compensation of our named executifreers and th
principles, policies and practices described is firoxy statement. Accordingly, the following ragan is submitte
for shareholder vote at the Annual Meeting:

“RESOLVED, that the shareholders of Vera Bradleyg, approve, on an advisory basis, the compensat
its named executive officers as disclosed in thexyrstatement for the Annual Meeting, including
Summary Compensation Table and the Executive Cosapen Discussion and Analysis set forth in ¢
proxy statement and other related tables and digs.”

Because this vote is advisory, the result will betbinding on us, our board of directors or our Gensatio
Committee, although our Compensation Committee wahsider the outcome of the vote when evaluatioc
compensation principles, design and practices.i®smsubmitted without direction pursuant to thiscsation will be
voted
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“FOR” the approval of the compensation of our named d@xecofficers, as disclosed in this proxy statememntep
with respect to shares held in street name, forchvlyiou must direct your broker to vote such shaFedlowing
shareholder approval at the 2011 Annual Meetingtafreholders, we have determined to hold a sgyagn+ote evel
three years and, therefore, our next say-on-pag wal take place at the 2017 annual meeting.

Vote Required and Board Recommendation

This proposal will be approved if a quorum is présén person or by proxy, at the Annual Meetingl adime
votes properly cast favoring the proposal exceedvitites cast opposing the proposal. Abstentionsbaokier non-
votes will each be counted as present for purpodstermining the presence of a quorum but witllmve any effe:
on the outcome of the proposal.

VERA BRADLEY 'S BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR”
THE APPROVAL, ON AN ADVISORY BASIS, OF THE COMPENSA TION OF
OUR NAMED EXECUTIVE OFFICERS, AS DISCLOSED IN THIS PROXY
STATEMENT.
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EXECUTIVE COMPENSATION DISCUSSION AND ANALYSIS

Compensation Committee Report

The Compensation Committee of the Board of Direchas reviewed and discussed the following Compiem:
Discussion and Analysis with management and, basesiich review and discussion, has recommenddu tBdard
of Directors that the Compensation Discussion andlysis be included in this Proxy Statement anthenCompany’s
annual report on Form 10-K for the fiscal year ehBebruary 1, 2014.

SUBMITTED BY THE COMPENSATION COMMITTEI
Edward M. Schmults, Ch:

Karen Kapla

Frances P. Phil

Compensation Discussion and Analysis

This is a presentation of the material elementeuwfcompensation practices for our named execuifieers
The following executives are our “named executiffecers” for fiscal 2014, as that term is defined by the usiges
and Exchange Commission:

. Robert Wallstrom, President and Chief Executivad@fi

. Kevin J. Sierks, Executive Vice President, Chiefdficial Officer

. Barbara Bradley Baekgaard, Chief Creative Off

. Kimberly F. Colby, Executive Vice Preside— Design

. Sue Fuller, Executive Vice President, Chief Merchsing Officer

In addition, both Michael C. Ray, our former Chietecutive Officer, and Bonita Inza, our former Extace
Vice President, Sales and Marketing, are consideécede “named executive officersfor purposes of th

Compensation Discussion and Analysis. Mr. Ray edtirom the Company in November 2013 and Ms. lefiathe
Company in March 2014.

To assist in understanding our named executiveafitompensation program, we have included a dsnu®
our compensation policies and decisions for perioefore and after fiscal 2014 where relevant. Gamgensatio
program is designed to provide some common stasddmobughout the Company. Therefore, much of wk
disclosed below applies to executives in generdlismot limited to our named executive officers.

The information provided in this section shouldrbad together with the tables and narratives tbebrapan
the information presented.
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Fiscal 2014 Business Highlights

Fiscal 2014 was a challenging year for the Compasygflected in our full-year results. For thedisyear:
e Net revenues totaled $536.0 million, down 0.9% fi®d 1.1 million in the prior fiscal yee

* Revenues in our Direct segment increased 11.59826.8 million from $292.6 million in the prior fial
year, driven by new store growth but partially effey a comparable store sales decline of 5

* Revenues in our Indirect segment decreased 15.6$206.8 million from $248.6 million in the pri
year, primarily due to lower orders from the Comparspecialty retail accounts combined with clo
approximately 400 underperforming specialty redatounts during the yea

* Gross profit totaled $295.4 million, or 55.1% oft mevenues, compared to $308.3 million, or 57.0!
net revenues, in the prior year; fiscal year 20idfipmargin was negatively affected by a yeac
inventory write-down, increased year-owear promotional activity, and an increase in tales mix o
lower-margin product

e Operating income totaled $94.3 million, or 17.6%neft revenues, compared to operating incon
$110.1 million, or 20.4% of net revenues in thepfiscal year

 Netincome was $58.8 million, or $1.45 per dilugtire, compared to $68.9 million, or $1.70 pertdd
share, in fiscal 201:

* Cash flow from operations totaled $87.9 million, fapm $51.5 million in the prior year, which enati
us to reduce longerm debt by a net of $15.0 million, fund $22.9lioil of capital expenditures, and ¢
the fiscal year with cash and cash equivalents6fZsmillion.

In fiscal 2014:

* We continued to focus on growing our presence idegpenetrated markets by opening 19-line
stores and four outlet store

* We continued to strengthen our partnership withabdls; our Vera Bradley product is in all Z
Dillard’s locations
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*  We successfully launched our Disney Collection lera/Bradley, sold in Disneyland and Walt Dis
World Resorts as well as the Disney Parks onlioges

* We hired two key executives, each with a myriadrefail experience, that we believe will
instrumental in achieving future growth: Robert Wabm, Chief Executive Officer, and Sue Fu
EVP and Chief Merchandising Office

* We began work on developing our comprehensive-year strategic growth plan, which was finali
and unveiled in March 201«

How We Make Executive Compensation Decisions
Role of the Compensation Committee

The Compensation Committee is responsible to trerdtor overseeing the development and administrati
our compensation programs. The Compensation Cosenid composed of three independent directors s
responsible for the review and approval of all agpef executive compensation. The Committee igpasupd in it
work by the head of the Human Resources Departntent,staff, and an independent executive compeam
consultant, as described below.

Role of Management

Our Compensation Committee generally seeks inputh four chief executive officer when discussing
performance and compensation levels of the otheredaexecutive officers. The Compensation Commétse work:
with our chief executive officer, our chief finaatiofficer, and the head of our human resourcesarde@nt i
evaluating the financial, accounting, tax, and met& implications of our various compensation pergs. Neithe
Mr. Wallstrom nor any of our other executives papiates in deliberations relating to his or her @empensation.

Role of the Compensation Consultant

The Compensation Committee has retained Meridiamgemsation Partners, LLC (“Meridiandp its executiv
compensation consultant. Meridian is retained by agports directly to the Compensation Committed &me
Committee may replace the consultant or hire amluhli consultants at any time. A Meridian repredargaattend
Compensation Committee meetings, as requested¢c@nchunicates with the chair of the Compensation Bitae
between meetings. Our Compensation Committee, henvewakes all decisions regarding the compensatioour
named executive officers.
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Meridian was not given a narrow list of instrucsorbut rather was engaged to provide the Commitide
information and advice that might assist the Conteaiin performing its duties. During fiscal 2014efdlian service
included the following:

. updated the Committee on regulatory changes imgactmpensation plan
. provided information on market trends, practicesl ather data

. reviewed the Compar’'s compensation peer group and conducted a conpetitialysis of compensat
for executives and outside directc

. assisted in reviewing and designing various comga@ns program element
. updated and provided guidance and advice relatdtetoverall executive compensation structure;

. reviewed compensation peer group information anmigoted a competitive analysis of compensatio
the hiring of the President and Chief Executive i€2ff and the Executive Vice President, C
Merchandising Officer

Philosophy and Objectives of Our Executive Compensian Program

Our executive compensation program is designeacowgage our named executive officers to focustoling
shareholder value, maximizing growth and profitégiland continuing to maintain our unique cultamed build ou
strong brand. We strive to provide our named exeeubfficers with a compensation package that ispetitive
within our industry. We also view compensation pias as a means for communicating our goals anchéivating
and rewarding employees in relation to their ackmeents.

Our objective is to provide a competitive total eeds compensation package to attract and retaimp&esonne
and drive effective results. Our executive compgosgrogram provides for the following main elerteen

. base salaries, which are designed to allow udracaand retain qualified candidates in a higldynpetitive
market;

. annual incentive compensation, which provides &lthl cash compensation and is designed to suppt
pay-for-performance philosoph

. equity compensation, in order to compete for exeeutalent and align the interests of our emplo)
including our named executive officers, with thas¢he Compan’s shareholders; ar
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. a comprehensive benefits package that is avaitaldé of our employee:
A detailed description of these components is gedibelow.

The Compensation Committee seeks to ensure thdistastial portion of the total compensation awdriethe
named executive officers is performaragsed and is comprised of both annual and long itecentives. The mix «
compensation is set such that the base salarysegpsea much smaller portion of total target corspgon than i
represented by performance based incentives.

Fiscal 2014 target compensation for CEO as percentage of total compensation:

O Base Pay (33%)
B Annual Incentive {25%)
O Performanice Based RSU

[25%)
OTime Based RSU (17%)

Fiscal 2014 target compensation for named executive officers as percentage of total compensation:

O Baze Pay (98%)
@ Annual Incentive [243%)
B Performance Based RSU

{17%)
OTime Based RSU {11%)

35



Table of Contents

Elements of Our Executive Compensation Program Gemally

Peer Group and Benchmarking. At least annually, the Compensation Committee, ik assistance of Meridi
conducts a review of a peer group used for exeewdmpensation comparisons to ensure all peer auggpeemai
an appropriate basis for comparison. In selectiagr pompanies, the Compensation Committee aimsleotify
companies with similar characteristics to our Conyp&pecifically, we look for peer group compantiest are in th
retail industry or another related industry, hawatrang consumer brand, are highly profitable a®d §rowing, and a
of a comparablesize (based on revenue, operating income and maej®talization). Based on these criteria,
Compensation Committee utilized the following 1&peompanies for fiscal 2014 pay decisions:

bebe stores, in Body Central Corp The Buckle, Inc

Cache, Inc Crocs, Inc. Destination Maternity Corporatic
The Finish Line, Inc G-Il Apparel Group, Ltd K-Swiss Inc.

lululemon athletica inc Steven Madden, Lt Maidenform Brands, In¢
Movado Group, Inc Oxford Industries, Inc rue2l, inc

Under Armour, Inc The Wet Seal, Inc Zumiez Inc.

Base Salary. We utilize base salary as the primary means ofighay compensation for performing the esse
elements of an executiw’'job. Base salaries are intended to provide aaiceievel of fixed compensati
commensurate with an executiggiosition, responsibilities, tenure, historicamng@nsation, retention risk and curi
and future contributions to the Company. We beliewebase salaries are set at levels that allotw airact and reta
executives in competitive markets. In particulae, set base salaries keeping in mind that we ae& oficruiting fror
a fashion and retail marketplace that is not typid@aund in the Compang hometown of Ft Wayne, Indiana. W
these principles in mind, base salaries are revdestdeast annually by our Compensation Commiiee, may b
adjusted from time to time based on the resultshid review. Meridian prepares a report for the @ensatio
Committee annually that contains an assessmeheaéxecutive officerscompensation, including base salary, an
cash incentives, and equibgsed incentives, relative to comparable positairtee peer group companies. In addii
the Compensation Committee reviews the merit scofesach named executive officerannual performance revi
which is performed by the Chief Executive OfficEhe only exceptions are the Chief Executive Offiegnose annu
review is made by the Board of Directors, and MaelBjaard, who does not typically receive any anhaaé salal
increase.

Annual Incentive Compensation. Our annual incentive compensation, in the form mfaanual cash bonus,
intended to compensate our named executive offfoenmeeting our shoterm corporate objectives and to incenti
our named executive officers to meet these
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objectives by tying the entire cash incentive t@ficial goals. In fiscal 2014, these financial otij@s were weighte
equally between net revenue and net income. ThepEnsation Committee selected net revenue becagsbelev
as a company still in the early stages of growdb, line growth is important to our shareholders mthe ultimat
performance of the Company. Top line growth, howerist be accompanied by improvement to the botioe sc
the Compensation Committee selected net income seca@nd performance metric. In the future, as tbengan
grows and circumstances change, the Compensatiomm@tee will review the application of other permftance
measures. The Compensation Committee typicallysédsget level of performance at which the fulg&t bonus ce
be earned. The Compensation Committee also séteshold level of performance below which no boisusarne
and a maximum level of performance that resuli maximum bonus.

Long-Term Incentive Compensation. We also grant longerm equity awards under our executive compens
program in order to compete for executive talend atign the interests of our employees, including name:
executive officers, with those of the Companghareholders. These awards are intended to retxecutives
tying a portion of their incentive compensatioritte performance of our common stock over the lengnt We believ
these awards also serve as motivation to executivesntinue to improve the lortgrm performance of the Compa
In fiscal 2014, the Compensation Committee gratited-based and performance based restricted stock tonatgr
our executives’ interests with those of our shalddrs, to serve as a lorigkm retention tool and to provide
immediate ownership stake in the Company. Please“B&ecutive Summary-Response to Advisory Vote
Executive Compensation” for a discussion of chamgade to fiscal 2013 long-term incentive compepsati

Benefits. The named executive officers are eligible for thms level and offering of benefits available toet
employees. Our benefits, such as our basic hedtteflls, 401(k) plan, life insurance, paid time, afiatchin
charitable gifts program, tuition reimbursement aigtounts on certain company products, are inténolgrovide
stable array of support to our employees and flagmilies throughout various stages of their careansl these co
benefits are provided to all employees. The 40X{lgn allows participants to defer amounts of thamua
compensation before taxes, up to the cap set bintemal Revenue Code, which was $17,500 per pefisocalende
year 2013. Employees’ elective deferrals are imatetli vested and ndierfeitable upon contribution to the 401
plan. We currently provide matching contributiorgual to 50% of an employe’individual contribution, up to
maximum of 10% of the participant’s annual salarg aubject to certain other limits, including vagtrequirements.

Response to Advisory Vote on Executive Compensation . At the 2011 Annual Meeting of Shareholders, wee
pleased that approximately 80% of the votes cashemdvisory vote on our executive compensatiogiam voted i
support of the compensation paid to the named ¢xecofficers. In addition, shareholders also votedapprov
future advisory
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votes on compensation every three years. In keepitingthat shareholder approval in 2011, the Comgpdid not holc
a shareholder advisory vote on executive compensati either the 2012 or the 2013 Annual Meetirglo#ing the
2011 meeting, we continued to have ongoing disoasswith our shareholders on this topic. In setfisgal 201:
executive compensation, the Compensation Commiteewed the results of the 2011 shareholder vate iapu
received from shareholders in those discussionslzagkd on the significant support we receivecerdehed that tr
results of the vote did not call for any major ohes to the executive compensation plans.

The Committee did revise executive compensatiogrnaras in fiscal 2013 and retained many of thosegési it
setting fiscal 2014 compensation. Specificallyptore closely reflect competitive and market pragiand to bett
link compensation to long-term performance, chatge®mpensation included the following:

Long-term incentive:

. In fiscal 2013, the Compensation Committee appravemh¢-term incentive grant to each named exec!
officer which was made up of 60% performance-basstticted stock units and 40% tirhased restricte
stock units. The performance-based restricted stwats provide for vesting at the end of a thyee+
performance period, and the number of units agtwedined will depend on our net income perform
over that performance period, with threshold ankimam performance levels set at 90% and 1:
respectively, of target performance. The tibased restricted stock units provide for vestinthiee equi
annual installments on the first, second and thirdiversaries of the grant date. We believe thatimg
from time-based equity compensation to a mix oktinased and performanbased equity compensat
will serve to better align management and sharehmnaiderests, as well as achieve a better balagiveck!
fixed and variable elements of compensat

. For fiscal 2014 (the period covered by this CD&#&)e Compensation Committee again adopted a-
term incentive grant to each named executive affiwhich was made up of 60% performarizese:
restricted stock units and 40% tirbased restricted stock units, with terms that alestntially similar t
those of the fiscal 2013 grant. Threshold and marinperformance levels were set at 93% and 1
respectively, of target performance. Before makihg decision to narrow the range of threshold
maximum performance, the Compensation Committeenagaisagement engaged in a goal setting pr
that resulted in setting maximum performance levietg they believed would require exceptional
and performance by the management team. The Cortpen&ommittee will continue to evaluate
payout levels and performance levels in accordanmitk business conditions and prevailing ma
practices
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Annual Incentive:

. For fiscal 2013, the Compensation Committee agauided to base potential bonus payouts 50% c
revenue and 50% on net income performance. Howeyah threshold and maximum performe
measures were adjusted. Threshold and maximum rpaafece levels were set at 90% and 1!
respectively, of target performance. Before makihg decision to narrow the range of threshold
maximum performance, the Compensation Committeenaantagement engaged in a rigorous goal st
process that resulted in setting maximum performdewels that they believe will require exceptic
effort and performance by the management teamddiitian, to be more in line with competitive mai
practices at the time and to reward executivepérformance, the Compensation Committee adjust
payout maximum from 150% to 200"

. For fiscal 2014 (the period covered by this CD&&e Compensation Committee adopted an annual
structure that is substantially similar to thatfisical 2013. Both threshold and maximum perform.
measures were adjusted. Threshold and maximum rpaafece levels were set at 93% and 1(
respectively, of target performance. Before makihg decision to narrow the range of threshold
maximum performance, the Compensation Committeenagisagement engaged in a goal setting pr
that resulted in setting maximum performance levietg they believed would require exceptional &
and performance by the management team. The Comtpan£ommittee will continue to evaluate
payout levels and performance levels in accordamite business conditions and prevailing ma
practices

In addition, we believe that appropriate corporgtevernance of our executive compensation progre
enhanced by a number of practices, including: eag@mt by the Compensation Committee of its own pedder
consultant, and the absences of tax gugsscontained in any of our compensation prograntduding no excise te
gross-ups).

Determining the Amount of Each Element of Compensatin

Overview. Generally, the amount of each element of our corsgion program is determined by
Compensation Committee on an annual basis takilegcionsideration our results of operations, lomgatand short-
term goals, the competitive market for our nameecakve officers, individual performance and gehe@@nomir
factors. Our approach has been to provide executvith a base salary, annual bonus opportunity land-termr
incentive opportunity that generally are compegitivith the level of those elements paid for comiplargositions ¢
comparable companies. Once the level of compemsktiset for the year, the Compensation Committag ravisit it
decisions if there are material developments dutiegyear, such as promotions, changes in respbinssh or other
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factors, that may warrant a change in compensafitier the year is over, the Compensation Commitesgews ou
financial performance to determine the achieveroém@innual incentive compensation targets and tesasthe over:
functioning of our compensation plans against malg) The Compensation Committee believes thabikeall desig
of the Companys compensation program and the amounts paid toaimed executive officers are appropriate an
in keeping with the compensation philosophy anectbjes of the compensation program.

Base Pay. In its March 2013 review of base salaries for fift 4, our Compensation Committee considere
Companys overall approach to merit increases, which waedaipon a target level of a 3.5% merit increasieh
was then adjusted up or down based upon an empfopeeormance; any changes in his or her role spaesibility
and the information provided by Meridian regardbagse salaries for executives within the peer gommpanies. O1
objective is generally to be within the competitramge of the peer group median, on average, fee balaries of o
executive officers, including our named executifficers. We consider a range of ¥% around the market med
(50thpercentile) to be competitive but still capableedfognizing differences among executives.

Chief Executive Officer

Mr. Ray served as chief executive officer of therpany during most of fiscal 2014, retiring in Nousan 2015
After consideration of the above-described infoiorgtthe Compensation Committee decided to adjusiRdy’s bas
salary upward by 3% for fiscal 2014.

Mr. Wallstrom was appointed President and Chiefdatge Officer in November 2013. His base salanyfigca
2014 and fiscal 2015 is set in his employment agesd (see “Agreements with Named Executive Offitbedow fol
additional information). In negotiating Mr. Wallstn’s compensation package, including base salary
Compensation Committee considered the competitta df the peer group company chief executive efficas we
as Mr. Wallstrom’s extensive retail experience,dumpensation package at his prior employer, atedrial parity.

Chief Financial Officer

As of March 2013, when fiscal 2014 compensation sets Mr. Sierks was serving as Interim Chief Fmal
Officer. Due to the interim nature of the appointtighe Compensation Committee did not benchmarkSvarks’
base salary at that time against other chief firgwdficers in the peer group when determining hisrit increase, b
relied primarily upon Mr. Rayg assessment of Mr. Sierks performance. This psocesulted in the Compensal
Committee adjusting Mr. Sierks’ base salary upwar®% for fiscal 2014.

40



Table of Contents

Other Named Executives

As a founder of the Company, Ms. Baekgaard wascansidered for an increase to her base salarydoalf4
Ms. Colby received a 3% base salary increase smafi2014, in line with both her individual perfante and tt
budgeted merit increase, as well as within the aditiype range of the peer group median.

Ms. Inza was hired in February 2013, and her fi2€dl4 base salary and other compensation were iatggbt
that time. In negotiating Ms. Inmcompensation, including base salary, the Compiens@ommittee considered i
competitive data of the peer group companies fmilar positions, as well as Ms. Ingaéxtensive retail experien
her compensation package at her prior employerjraachal parity.

Ms. Fuller was hired in January 2014, and her lsatary and other compensation for the remainddisodl
2014 and fiscal 2015 were negotiated at that timeegotiating Ms. Fulles compensation, including base salary
Compensation Committee considered the competitia df the peer group companies for similar pasgj@as well ¢
Ms. Fuller’s extensive merchant experience, herpmmation package at her prior employer, and iatgrarity.
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The following table shows base salary rate incre&seeach of our named executive officers fordiz014:

Fiscal

Fiscal Fiscal 2014

2013 Base 2014 Base Percentage
Name and Principal Positior Salary Rate(™) Salary Rate® Increase
Robert wallstom $ 750,00 N/A
President and Chief Executive Offic
Michael C. Ray 599,54 616,59( 3.0%
Former Chief Executive Office
Kevin Sierks 236,9¢4 244 ,66( 3.0%
Executive Vice President, Chief Financial Offi
Barbara Bradley Baekgaard 465,7¢4 465,76¢ 0.0%
Chief Creative Office
Kimberly F. Colby 407,37 418,99( 3.0%
Executive Vice President, Desii
Sue Fuller e 500,00( N/A
Executive Vice President, Chief Merchandising Cfi
Bonitalnza e 350,01 N/A

former Executive Vice President, Sales and Markg

(1) Effective February 26, 2012. This amount represariiase rate of pay; actual earnings during alfieza may vary based upon a var
of factors, including the number of weeks in treeél year

(2) Effective February 24, 2013 for Mr. Ray, Mr. Sierkds. Baekgaard and Ms. Colby. This amount repitssarbase rate of pay; aci
earnings during a fiscal year may vary based upeariaty of factors, including the number of weakshe fiscal year

Annual Incentive Compensation . Annual incentive compensation opportunities arevided under the 20:
Equity and Incentive Plan (the “2010 Plan”), ddsed further in “— 2010 Equity and Incentive Plapélow. Ou
Compensation Committee establishes the goals foAanual Incentive Bonus Program on an annual basid th
payouts, if any, are typically made after the erideach fiscal year following the Compensation Cotteris
determination of the extent to which the goals hiagen achieved. The Compensation Committee, howbaeasrth
authority to modify or adjust awards upon the ooence of certain unusual or nonrecurring events. Campensatic
Committee did not modify or adjust awards madefigral 2014. The amount of bonus earned for figH4 wa
determined based 50% on net revenue and 50% oncoebe performance. The Compensation Committeetselae
revenue as a performance measure for the Annuahtive Plan because, we believe as a companyrstile earl
stages following a public
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offering, top-line growth is important to our shiaoéders and to the ultimate performance of the Gamgp Topline
growth, however, must be accompanied by improveneettie bottom line, so the Compensation Commstdecte
net income as a second performance metric.

In fiscal 2014, threshold performance levels fot revenue and net income were not met and therefoe
named executive officers received no payout untteeAinnual Incentive Bonus Program for fiscal 200He followincg
table sets forth the goals for net revenue andrmeeime, as well as actual performance for fiscdl428nd the boni
opportunity associated with each:

($in millions) Net Revenue Net Income Bonus Opportunity
Thresholc $ 576. $ 749 50%
Target $ 619. $ 80.6 100%
Maximum $ 662 $ 86.2 200%
Fiscal 2014 Actual Resul $ 536. $ 588 0%

The Compensation Committee sets, on an annual, lzagiseshold, target, and maximum payout oppdstdor
the named executive officers expressed as a pageof eligible earnings. The Compensation Commdiened to s
the annual target bonus opportunity in fiscal 2@d4our named executive officers generally to apptothe 60h
percentile of comparable positions at comparabiepamies within the peer group, consistent with @ampanywide
approach of targeting annual incentive opportusitiear the peer group 680percentile for all employees. T
following table sets forth each named executiveceffs threshold, target, and maximum annual bonus oty as
percentage of eligible earnings for fiscal 2014

Fiscal 2014
Threshold/Target/Maximum
Bonus as a Percentage of

Name Eligible Earnings
Robert Wallstron(2) N/A
Michael C. Ray 37.5% /75% /1509
Kevin J. Sierks 22.5% /45% /84.49
Barbara Bradley Baekgaa 25% /50% /100%
Kimberly F. Colby 25% /50% /100¥
Sue Fuller@ N/A

Bonita Inza 25% /50% /100Y

(1) Eligible earnings are defined as gross wages eanneér regular employment status during the figeslr, excluding any incenti
payments and taxable fringe benet

(2) Mr. Wallstrom and Ms. Fuller were not partiaipg in the Company’ fiscal 2014 Annual Incentive Plan due to thespective dates
hire late in the Plan yee

Mr. Ray'’s target bonus opportunity for fiscal 2014 wasaset5% of his fiscal 2014 base salary, which i®Ww
the 60t percentile of comparable positions within the pgeup.
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Mr. Sierks target bonus opportunity for fiscal 20d/ds set at the same level as other vice presidentise
Company.

Ms. Colby and Ms. Inza had a fiscal 2014 targetusoopportunity of 50% of their fiscal 2014 baseasal Fo
both executives, sufficient positional data was attdinable from the peer group. As such, in sgttire target boni
opportunities, the Committee took into considerasapplementary data from general industry souaegrovided Lt
its compensation consultant, the specific rolesrasgonsibilities as related to other positiondimithe company, t
internal compensation structure, experience anehtgquerformance.

There is no peer group data for Ms. Baekgaardle within the Company. Her target bonus wasas&i0% o
her fiscal 2014 base salary, in alignment with néduereecutive officers at the executive vice predidievel.

Long-Term Incentive Compensation . In fiscal 2014, the Compensation Committee girtmebased an
performance-based restricted stock units, to alignexecutives interests with those of our shareholders, toesasv
longterm retention tool and to provide an ownershiesta the Company. These grants were made pursoaht
2010 Plan.

The time-based restricted stock units vest andesetbur common shares, on a one-doe basis in three eq:
annual installments on the first, second and thimdiversaries of the date of grant. The applicallard agreeme
also provides that the units shall vest immediatglgn the named executive officedisability (as defined in the 2C
Plan) or death. Provided the executive remainsimootisly employed with the Company until a Chang€ontrol (a
defined in the 2010 Plan), then the portion of anistanding award that is not yet vested as ofilte of the Chan
in Control shall become immediately and fully velséend paid immediately prior to the Change in Gantr

The performance-based restricted stock units peofad vesting at the end of a thrgear performance peric
and the number of units earned will depend on airincome performance over that performance perida
applicable award agreement also provides thatite shall vest at the target grant level immedyat@on the name
executive officers disability (as defined in the 2010 Plan) or dehtraddition, in the event of a Change in Confes
defined in the award documents) the units shatré&ted as earned (i) with respect to Performarears/(as define
in the award documents) that have been completdteaime of such Change in Control, such unitdl $leearne
and vested only to the extent of actual performdocesuch Performance Year, and (ii) with respecPéerformanc
Years that have not been completed at the timeaf €hange in Control, each such unit shall be @éeimbe earnt
at the target level, with any such earned unit®mcg fully vested.

See “— Potential Payments Upon Termination or CedngControl.”
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The size of each individual restricted stock unétrg was based primarily on a combination of ireépay equit
considerations and overall dilution of current ovangp. We also reviewed, solely as a referencetpamma not fo
benchmarking purposes, market data on long-tereniinee opportunities within the compensation peaeug.

Based on these factors, Mr. Ray was granted 1Q&r@rmance-based restricted stock units and 13o4a-
based restricted stock units, which was equal inevtb approximately 125% of his fiscal 2014 baaary. Mr. Sierk
received a grant which was equal in value to apprately 50% of his fiscal 2014 base salary, resglin a grant ¢
3,106 performance-based restricted stock unit2adidl time-based restricted stock units.

Messes. Baekgaard, Colby and Inza all receivedigrahich were equal in value to approximately 60Rtheir
fiscal 2014 base salary. This equaled 7,096 pedoo®-based restricted stock units and 4,731 hiased restricte
stock units for Ms. Baekgaard; 6,383 performancgetaestricted stock units and 4,256 tibased restricted stc
units for Ms. Colby; and 5,332 performance-baseatricted stock units and 3,555 tirbased restricted stock units
Ms. Inza.

Sgn-on Grants. In connection with being retained as Chief Exeau®fficer, Mr. Wallstrom received 49,C
restricted stock units, valued at approximatel\28@,000. Sixty percent of these restricted stodiswill vest on th
third anniversary of the date of grant provided tie price of the Compang/’stock hits certain targets for at l¢
twenty consecutive trading days during the thirdryef the grant. The remaining forty percent of Mfallstrom’s
sign-on equity grant will vest in equal amounts on eatiNovember 11, 2014, 2015 and 2016. In connectidh
making this grant, the Compensation Committee clemed Mr. Wallstrons total compensation package
comparison to both the peer group benchmarks abk aseMr. Wallstrom$ compensation package at his for
employer.

In connection with being retained as Executive \Reesident, Chief Merchandising Officer, Ms. Fulieceive:
a onetime grant of 24,793 restricted stock units, egoahpproximately $600,000. These restricted staukswes
ratably over three years from the date of grantcdnnection with making this grant, the Compensat@mmmitte
considered Ms. Fulles’ total compensation package in comparison to bwthpeer group benchmarks, as we
Ms. Fuller's compensation package at her former employerudngy unvested equity grants which were forfe
upon her termination of employment.

Finally, Ms. Inza also received a sign-grant in connection with her position as Exa@Wice President, Sal
and Marketing. Ms. Inza was granted 6,898 restiisteck units, valued at approximately $175,000¢ctviest ratabl
over three years from the date of grant. In conaeatith making this grant, the Compensation Cornteritconsidere
Ms. Inza’s total compensation package in comparigpioth the peer group benchmarks, as well asimda’s
compensation package at her former employer, inmgdudinvested equity grants which were forfeit uplos
termination of employment.
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Overall Mix of Compensation . Annually, the Compensation Committee considess tiital compensatis
opportunities for each named executive officer datermines how total potential compensation shbeldllocate
across the different elements of compensation.ddrapensation Committee does not follow a definipedicy whet
determining the mix of and structure for total camgation. Instead, it considers factors such agwasment c
corporate and individual goals, level of experiencesponsibilities, demonstrated performance, twith the
corporation, risk, and retention considerations.

Generally, the Compensation Committee consider&enaractices as reflected in the peer group dataigec
by its compensation consultant to obtain a basealin®tal potential compensation for each namedetkee officer
Using this as a starting point, the Compensatiom@dtee engages in discussions with the objectiwneuring that
material portion of each named executive officégtal compensation is at-risk and dependent onGbmpanys
financial performance. Care is taken to balancertbentives to drive performance in the short-teersus the long-
term. In this way, we encourage named executivécedff to vigorously pursue increased performanceée
discouraging incentives to take excessive risksrttey be beneficial in the short term, but harniiuhe long run. W
believe that this aligns the interests of the namewegtutive officers with those of the shareholdexar-overyear, a
well as over the long term.

Agreements with Named Executive Officers

Executive Officer Employment Agreements and Offer Letters . The material terms of our agreements
Mr. Wallstrom, Ms. Fuller, Mr. Sierks and Ms. Inaee described below.

Mr. Wallstromis Employment Agreement

Mr. Wallstrom’s employment agreement with the Compwas effective November 11, 2013 (tH&riploymen
Agreement”) and will continue until the end of t®mpanys fiscal year ending on or about January 31, :
provided that the employment agreement renews atioatly for a oneyear period after that date unless either |
gives notice of its intent not to renew.

Under the Employment Agreement, Mr. Wallstrgnmitial annual base salary is $750,000. Mr. Wiads will
have a target annual fiscal bonus of 100% of hgelsalary, with a maximum annual cash bonus ofQ@3&of hi:
annual base salary. Mr. Wallstrom will be eligilide participation in the Company’annual bonus plan for the 2(
fiscal year, and his guaranteed annual bonus &rftbcal year is 100% of his base salary. Mr. Wtedim also will b
eligible to participate in the Company’s 2010 Egwinhd Incentive Plan (the “Equity Plan”). For then@panys 201!
fiscal year, Mr. Wallstrom’s equitpased compensation grant will have an economicevatugrant of $800,000.
connection with his being retained as President@médf Executive Officer, Mr. Wallstrom receivecdaetime gran
of 49,080
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restricted stock units, equal to approximately 8@,800. Sixty percent of these restricted stocksunill vest based ¢
performance, and forty percent will vest in equaloants on each of November 11, 2014, 2015 and 20hé
Company has agreed to reimburse Mr. WallstromHerdxpenses of relocating his residence from Cditugdo the
Fort Wayne, Indiana area.

Under the Employment Agreement, if the Company ieates Mr. Wallstrons employment without Cause
Mr. Wallstrom terminates his employment for Gooda&m (each as defined in the Employment Agreen
Mr. Wallstrom will be entitled to (i) any Bonus @e&d in the fiscal year prior to the employment ieation that he
not yet been paid, (ii) a pro rata portion of tmeoant of Bonus, if any, that he would have receif@dthe year i
which his employment terminated, (iii) a lump suayment equal to two times the sum of his (A) Baa&ai§ an
(B) target Bonus for the fiscal year of terminatign) immediate accelerated full vesting of theetbased restricte
stock units under the Sign-On Award and immediatekerated vesting of the tinfmsed vesting provisions of
portion of the restricted stock units under thenS@n Award that are performanbased which will rema
outstanding pending the satisfaction (or not) oé therformancéased vesting criteria, and (v) monthly ¢
reimbursement of COBRA premiums for a period ofheegn months. If the Company terminates Mr. Wallsts
employment without Cause or Mr. Wallstrom termiisates employment for Good Reason and such terromas
within 24 months after a Change in Control of thar@any, Mr. Wallstrom will receive, in addition tbe paymen
and benefit described in the preceding sentencadditional lump sum payment equal to the sum ef() Bas:
Salary and (B) target Bonus for the fiscal yeartteyfination, in exchange for his continued comm&nvith the
Restrictive Covenants set forth in the Employmegtre®ment after the Change in Control and reimbueserfo
outplacement assistance up to a maximum amouri®@080. If the payments and benefits to Mr. Waistrunder th
Employment Agreement, together with all other antsyrayable to him following a Change in Controle(tf otal
Payments”), would be subject to an excise tax umiderprovisions of Code Section 4999 (the “Excisx’], ther
Mr. Wallstrom will receive either the Total Paymemwmtr the Total Payments will be reduced so thattheunt of th
Total Payments (after reduction) is $1.00 less ttenamount that would cause the payments to bpcuto the
Excise Tax, which would provide him with a greadéier-tax value of amounts received.

If Mr. Wallstrom’s employment is terminated by death or Disability, Wallstrom or his estate will be entitl
to: (i) any Bonus that has been earned but not, §i&ich pro+rated bonus, if any, Mr. Wallstrom would have regee
for the year in which his employment terminated) Yesting of the Sigron Award, and (iv) reimbursements
COBRA premiums.
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Ms. Fuller's Offer Letter

Ms. Fuller executed her offer letter with the Compan January 1, 2014. The offer letter providesaio annuz
base salary of $500,000 and, starting in fiscalb2@ltarget annual fiscal bonus at 50% of baseaysdiés. Fuller will
be eligible for participation in the Compasyannual bonus plan for the 2015 fiscal year, ardguaranteed anni
bonus for that fiscal year is 50% of her base galsis. Fuller also will be eligible to participaie the Companye
Equity Plan with annual target lonigrm incentive awards set at 60% of base salargoihmection with being retain
as Executive Vice President, Chief Merchandisin§c®f, Ms. Fuller received a ortene grant of 24,793 restrict
stock units, equal to approximately $600,000. Iditah, the offer letter entitles Ms. Fuller to ateéntion bonus
$375,000 to be paid in three equal installmenté&\ogust 1, 2014, August 1, 2015 and August 1, 20h& Compan
has agreed to reimburse Ms. Fuller for the expeokedocating her residence to the Fort Wayneigna area.

Ms. Fuller’s offer letter provides for severance paymentsrasiged for in an executive severance plan t
adopted in fiscal 2015 and, with respect to egawards, in accordance with the applicable grantegents. Und
the contemplated executive severance plan, if tamgany terminates Ms. Fullsremployment without Cause
Ms. Fuller terminates her employment for Good Reageach to be defined in the executive severanee)
Ms. Fuller will be entitled to (i) any Bonus earnedhe fiscal year prior to termination that has yet been paid, (ii)
pro rata portion of the amount of Bonus, if anygttehe would have received for the year in whichdmploymer
terminated, (iii) a lump sum payment equal to ond anehalf times the sum of her (A) Base Salary and &Bje
Bonus for the fiscal year of termination, (iv) amypaid portion of Ms. Fulles' retention bonus, and (v) monthly c
reimbursements of COBRA premiums for twelve monththe Company terminates Ms. Fulleemployment witho
Cause or Ms. Fuller terminates her employment foodsReason in connection with a Change in Contfahe
Company (as will be defined in the executive sevegaplan), the executive severance plan will aalld pro rat
bonus at target level performance instead of alghgerformance and a lump sum payment of two time®pposed
one and ondalf times, the sum of her (A) Base Salary andtéiBjet Bonus. In addition, Ms. Fuller will be el tc
reimbursement for outplacement assistance up taxanmum amount of $30,000.

As a condition of her employment, Ms. Fuller agreetito compete with the Company during her teraume fo
one year thereafter and to customary confidentialiid non-disparagement restrictions.
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Mr. Sierks Offer Letter

The Company negotiated an offer letter with Mr.ri&8ewhich provides that, in the event he is ter@day u
for any reason other than death, disability or gaitse (as defined in his offer letter), he willdogitled to a severan
payment equal to nine month’s base salary and agbeobonus for the portion of the year prior to teisnination, t
the extent that a bonus would be payable for tlae pased on Company performance.

Ms. Inzds Offer Letter

The Company negotiated an offer letter with Msalmehich provided that, in the event she is terngiddiy u
for any reason other than death, disability or gastse (as defined in her offer letter), she vélentitled to a severar
payment equal to nine month’s base salary and -aigbaobonus for the portion of the year prior to tegmination, t
the extent that a bonus would be payable for tlae gased on Company performance.

Effect of Accounting and Tax Treatment on Compensabn Decisions

In the review and establishment of our compensairograms, we consider, among other factors, theipatec
accounting and tax implications to us and our ettees. Section 162(m) of the Internal Revenue Codg impose
limit on the amount of compensation that we mayudédh any one year with respect to our chief exgeofficer an
each of our next three most highly compensatedutixecofficers, unless specific and detailed cidteare satisfies
Performancdsased compensation, as defined in the Internal meve&€ode, is fully deductible if the programs
approved by shareholders and meet other requiremévie will seek to maintain flexibility in comperisa oul
executives in a manner designed to promote ourocatp goals, and therefore we have not adoptedi@ypequiring
all compensation to be deductible. Our Compensafiommittee will assess the impact of Section 162¢m)ou
compensation practices and determine what furtbeéorg if any, is appropriate. The 2010 Plan allavgsto provid
compensation that meets the deductibility requimmmef Section 162(m). Because of our initial paldffering
however, compensation under the 2010 Plan is nioesuto Section 162(m) until the earliest to ocaoiir(i) the
expiration of the 2010 Plan, (ii) an amendmentef2010 Plan that results in a material modificabbthe 2010 Pla
(ii) the issuance of all of our common shares tiate been reserved for issuance under the 2000 d?lé&v) our 201
annual meeting of shareholders.
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Compensation Tables

Summary Compensation Table

The table below shows information concerning thauah compensation for services to the Company |i
capacities of the Comparsy’named executive officers during the last thrempieted fiscal years. Informati
regarding fiscal 2012 compensation for Mr. Sieriad fiscal 2012 and 2013 compensation for Mr. \Walhs,
Ms. Fuller and Ms. Inza is omitted, because theséviduals were not named executive officers dutting relevar
year.

Non-Equity All Other Total

Name and Principa Fiscal Stock Incentive Plan Compen- Compen-
Position Year Salary Bonus  Awards (M) Compensation(® sation sation
Robert Wallstrom 201¢ 9173,08: $ - $ 1,200,00 $ —  $101,923®  $ 1,475,005
President and Chief Executive Offic
Michael C. Ray 2014 556,08t - 770,74( —_ * 1,332,80!
Former Chief Executive Office 201: 608,43( - 748,29( 312,581 * 1,669,30

201z 573,39! - 687,52 356,078 * 1,617,001
Kevin J. Sierks 2014 244,21¢ — 122,333 127,474 10,2024 504,22!
Executive Vice President, Chief Financial Offi 201: 241,37: - 118,48( 82,956 * 442,80
Barbara Bradley Baekgaa 201¢ 465,93 — 279,472 — 34,5796) 779,98t
Chief Creative Office 2013 474,72: - 279,46! 162,592 35,88((0) 952,65¢

2012 465,76« - 279,47( 241,033 31,8547 1,018,12
Kimberly F. Colby 201¢ 418,28 - 251,400 — 12,2018 681,88
Executive Vice Preside— Design 2013 413,60: - 244,06¢ 141,658 11,03 810,36

2012 391,88 - 227,39 202,799 * 822,07¢
Sue Fullel 2014 38,46: — 599,991 — 80,604(3) 719,05
Executive Vice President, Chief Merchandising Gfi
Bonita Inza 2014 324,43: - 385,00: — 72,3250) 781,76

former Executive Vice President, Sales and Marketin

* Total value less than $10,0(

(1) Represents the aggregate grant date fair vdltestricted stock and restricted stock units aedrduring the fiscal year computed in
accordance with FASB ASC Topic 718. The grant @aitevalue of each individual award of restricteédck and restricted stock units
is set forth in the Fiscal 2013 Grants of Plan-Ba&#ards table below. Additional information regiagithe calculation of these
values is included in Notes 2 and 9 to our conatdid financial statement

(2) Represents annual incentive compensation paid uhd€Compan’s Annual Incentive Bonus Progra
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(3)
(4)

(5)
(6)
(7)
(8)
(9)

Represents reimbursement of relocation expe!

Represents 401(k) matching contributions madéhe Company of $10,152, and other taxable fringreefits with a total value less
than $10,00C

Represents 401(k) matching contributions madthe Company of $12,310, lease payment for autdmob$10,651, housing
provisions of $10,150, and other taxable fringedfiénwith a total value less than $10,(

Represents 401(k) matching contributions madthb Company of $9,080, lease payment for autolmaibi$10,651, housing
provisions of $14,625, and other taxable fringedfigs with a total value less than $10,0

Represents 401(k) matching contributions madéhne Company of $11,010, lease payment for autdmob$10,864, and other
taxable fringe benefits with a total value lesst$40,000

Represents 401(k) matching contributions madéhe Company of $12,151, and other taxable fringreefits with a total value less
than $10,00C

Represents 401(k) matching contributions madthb Company of $10,989 and other taxable fringreefits with a total value less
than $10,00C
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Fiscal 2014 Grants of Plan-Based Awards

The following table sets forth information regamgligrants of plambased awards in fiscal 2014. In this ti
“TRSU” stands for time based restricted stock and “PRSU” stands for performance based restritigck unit.

Estimated Future Payouts Under Estimated Future Payouts Undet
Non-Equity Incentive Plan Equity Incentive Plan
Awards (@) Awards @
Grant Date
Fair Value of
Grant
Type of All other Stock
Award Date Threshold Target Maximum Threshold Target Maximum Stock Awards Awards

Robert Wallstrom

Annual Incentiv: - - -

TRSUs November 5, 201 16,360 $ 400,00:

PRSUs November 5, 201 16,36( 32,72( 65,44( 800,00-
Michael C. Ray

Annual Incentiv $ 20853 $ 417,06 $ 834,12

TRSUs March 29, 201 13,047 308,30:

PRSUs March 29, 201 9,78t 19,57( 39,14( 462,43
Kevin J. Sierks

Annual Incentiv: 54,94¢ 109,89 206,11¢

TRSUs March 29, 201 2,071 48,93¢

PRSUs March 29, 201 1,55¢ 3,10¢ 6,212 73,39%
Barbara Bradley Baekgaard

Annual Incentiv: 116,48 232,96¢ 465,93

TRSUs March 29, 201 4,731 111,79

PRSUs March 29, 201 3,54¢ 7,09¢ 14,19: 167,67t
Kimberly F. Colby

Annual Incentiv: 104,57: 209,14 418,28

TRSUs March 29, 201 4,256 100,56¢

PRSUs March 29, 201 3,192 6,38¢ 12,76¢ 150,83(
Sue Fuller Annual Incentiv - - -

TRSUs January 6, 201 24,793 599,99:
Bonita Inza Annual Incentiv 81,10¢ 162,21° 324,43

TRSUs March 1, 201 6,898 175,00:

TRSUs March 29, 201 3,555 84,00t

PRSUs March 29, 201 2,66¢ 5,332 10,66+« 125,99!

(1)  Awards available under the Company’s fiscal£8hnual Incentive Bonus Program. Amounts showrvetare based upon actual
fiscal 2014 eligible earnings. Actual amounts edmeder the program are disclosed in the “Non-Bguitentive Plan Compensation”
column of the Summary Compensation Ta

(2) Awards made under the 2010 Plan to certain eyagls and directors, including our named execufffieers. TRSUs vest in three
equal annual installments on the first, secondthind anniversaries of the grant date. PRSUs hahee-year cliff-vesting schedule
based on continued employment and performancep@&tiermance feature is based on net income growgh the three-year
performance period. In addition, vesting would beederated in the event of death, disability ceranination of employment in
connection with a change in control. See “— Potdayments on Termination or Change in Contibklie Company were to decle
any cash dividend on its common shares, an equivaleount per RSU would be credited to an accaumgdich holder and paid to the
holder in cash (or forfeited) at the time the shanederlying the RSU are delivered to the holdefddeited). Amounts in this account
would bear interest at the prime rate reportethénMidwest Edition of The Wall Street Journal frtime date of deposit until paid to -
holder or forfeited in accordance with the 2010nP

(3) Represents the grant date fair value of each as@rputed in accordance with FASB Topic 7
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Outstanding Equity Awards at 2014 Fiscal Year-End

The following table sets for the information regagdoutstanding equity awards as of February 14201

Robert Wallstron
Michael C. Ray

Kevin J. Sierks

Barbara Bradley
Baekgaarc

Kimberly F. Colby

Sue Fullet

Bonita Inza

Stock Awards

Time-based Awards

Performance-based Awards

Number of Shares
Market Value of

Number of Shares
Market Value of

or Units of Stock Shares or or Units of Stock Shares or
that Units of Stock that that Units of Stock
Have Not Vested Have Not Have Not Vested that Have Not
#) Vested(®) #) Vested@
16,360 $392,96 32,7200) $785,93.
1,0614 25,48t = _
1,0670) 25,62¢ 2,4000) 57,64¢
2,071 49,74¢ 3,106(®) 74,60¢
2,2530) 54,11 — —
2,5160) 60,43¢ 5,661() 135,97°
4,731 113,63¢ 7,096(8) 170,44¢
1,833() 44,02 — _
2,1980) 52,79¢ 4,944(6) 118,75!
4,256(7) 102,22¢ 6,383(®) 153,32(
24,793(10) 595,52¢ — —
6,898(11) 165,69( — —
3,555(7) 85,39! 5,332(®) 128,07!

(1) Based on the closing price of $24.02 of the @any’s common shares on January 31, 2014 (théréabhg day prior to the end of the
fiscal year) as reported by The NASDAQ Stock Mar

(2) Represents grants of time-based restricted stnits made on November 11, 2013 under the 2040. Hlhese restricted stock units will
vest in three equal annual installments on thevamsary of the date of grant. In addition, vestivauld be accelerated in the event of
death, disability, or termination of employmentiomnection with a change in control. See “— PotiRayments on Termination or

Change in Contr".
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(3) Represents grants of performance-based restritbck units made on November 11, 2013 unde2@t® Plan. These restricted stock
units have a three-year cliff-vesting schedule 8asecontinued employment and performance. Thepednce feature is based on
earnings per share growth over the three-year padoce period. In addition, vesting would be agegéal in the event of death,
disability, or termination of employment in connieotwith a change in control. See “— Potential Payts on Termination or Change in
Contro”.

(4) Represents grants of time-based restricted stoits made on December 12, 2011 under the 20412 Phese restricted stock units will
vest in three equal annual installments on thé fexcond and third anniversaries of the grant dataddition, vesting would be
accelerated in the event of death, disability eomination of employment in connection with a chamgcontrol. See “— Potential
Payments on Termination or Change in Cor".

(5) Represents grants of time-based restricted stnits made on March 27, 2012 under the 2010 Rlaese restricted stock units will vest
in three equal annual installments on the firstpse and third anniversaries of the grant dataditition, vesting would be accelerated in
the event of death, disability, or termination ofgoyment in connection with a change in contrele S— Potential Payments on
Termination or Change in Cont”.

(6) Represents grants of performance-based restritbck units made on March 27, 2012 under th@ B0dn. These restricted stock units
have a three-year cliffesting schedule based on continued employmenparidrmance. The performance feature is based bineceme
growth over the three-year performance period duiteon, vesting would be accelerated in the ewdmteath, disability, or termination of
employment in connection with a change in contgele“— Potential Payments on Termination or Change in ©t".

(7) Represents grants of time-based restricted stnits made on March 29, 2013 under the 2010 Hlaese restricted stock units will vest
in three equal annual installiments on the firstpse and third anniversaries of the grant dataditition, vesting would be accelerated in
the event of death, disability, or termination ofdoyment in connection with a change in contrele S— Potential Payments on
Termination or Change in Cont”.

(8) Represents grants of performance-based restritbck units made on March 29, 2013 under th@ B0dn. These restricted stock units
have a three-year cliffesting schedule based on continued employmenparidrmance. The performance feature is based binceme
growth over the three-year performance period duiteon, vesting would be accelerated in the ewdmteath, disability, or termination of
employment in connection with a change in contgele“— Potential Payments on Termination or Change in ©t".

(9) Represents grants of time-based restricted stnits made on March 29, 2011 under the 2010 Hlaese restricted stock units will vest
in three equal annual installiments on the firstpse and third anniversaries of the grant dataditition, vesting would be accelerated in
the event of death, disability, or termination ofdoyment in connection with a change in contrele S— Potential Payments on
Termination or Change in Cont”.

(10)Represents grants of time-based restricted stoitk mmade on January 6, 2014 under the 2010 PlagseTtestricted stock units will vest
in three equal annual installments on the firstpse and third anniversaries of the grant datedutition, vesting would be accelerated in
the event of death, disability, or termination offgoyment in connection with a change in contrele S— Potential Payments on
Termination or Change in Cont”.

(11)Represents grants of time-based restricted stoitk mnade on March 1, 2013 under the 2010 Plan.& heestricted stock units will vest in
three equal annual installments on the first, sd@nd third anniversaries of the grant date. Iritanfg vesting would be accelerated in
event of death, disability, or termination of empteent in connection with a change in control. SeePotential Payments on
Termination or Change in Cont”.
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Fiscal 2014 Option Exercises and Shares Vested

We have no outstanding stock options.

The following table shows the number of restricséack units which vested for each named execultifieeo in
fiscal 2014

Number of Shares

or Units Acquired on Vesting Net Value Realized ot
#) Vesting (D)

Robert Wallstron — —
Michael C. Ray 8,909 ( 210,72
Kevin J. Sierks 1,594 36,77¢
Barbara Bradley Baekgaard 3,510 83,01%
Kimberly F. Colby 2,931 69,32t
Sue Fullet — —
Bonita Inza — —

(1) Computed by multiplying the number of sharested by the Company’s closing stock price thegd#r to the scheduled vesting
date(s).

Fiscal 2014 Pension Benefits

Aside from our 401(k) plan, we do not maintain gmgnsion plan or arrangement under which our ni
executive officers are entitled to participate ezaive post-retirement benefits.

Fiscal 2014 Nonqualified Deferred Compensation

We do not maintain any nonqualified deferred conspéion plan or arrangements under which our ni
executive officers are entitled to participate.

Potential Payments Upon Termination or Change in Cotrol
Generally

Except as described above under Agreements withelaaxecutive Officers, our named executive offi
are not specifically entitled to any severance payis upon termination of employment or upon a changcontrol
Severance arrangements with executives have tjpicaén determined on a cased®se basis upon terminatior
the past. However, we maintain an informal genseakrance policy that provides all employees, oholgiour name
executive officers, with one week of pay for eaelaryof service with the
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Company, with a minimum total payment of two weekay, in the event of an involuntary termination tbé
employee by the Company. From time to time the Cdtas) with advice from our independent compens
consultant, will review prevailing market practiegated to severance and make policy change recoduatiens.

Severance Benefits

The following table shows the value of cash seveamenefits that would have been payable to eadu
named executive officers under arrangements oracist described above, assuming an involuntaryitatron o
employment, other than for good cause by the Compas of February 1, 2014, and as to Mr. Wallstranm
Ms. Fuller a termination by the executive for G&eason:

Severance Amount

Outside of Change il Following Change ir
Name Control Control
Robert Wallstron $3,000,00( $4,500,00(
Michael C. Ray N/A N/A
Kevin J. Sierks $183,49¢ $183,49¢
Barbara Bradley Baekgaa $277,661 $277,661
Kimberly F. Colby $201,43¢ $201,43¢
Sue Fullel $1,125,00( $1,500,00(
Bonita Inza $262,50¢ $262,50¢

Treatment of Equity Awards

Please see “Determining the Amount of Each Eleroéf@ompensation — Long-Term Incentive Compensation
for a discussion of the impact of a Change in Gordn longterm incentive compensation. Information regardimg
number and dollar value of unvested restrictedkstoats that would have vested February 1, 2014efieh name
executive officer if his or her employment with t@®@mpany had been terminated by reason of deathbitlty ol
termination of employment by the Company during pleeiod described above prior to or after a changmntrol o
the Company is set forth in the table under “— @unding Equity Awards at 2014 Fiscal Year-End”,\aho

The 2010 Plan defines a “change in conttolmean the occurrence of any one or more of thewng: (a) the
acquisition of ownership, directly or indirectlyefeficially or of record, by any Person or grouptlfim the meanin
of the Exchange Act and the rules of the Securdmed Exchange Commission as in effect on the datieecaward
other than (i) Barbara Baekgaard, Patricia Millsfichael Ray and Kim Colby and their respective $iesn(
descendants and any trust established for thegfibe(i) the Company or a corporation owned dikgor indirectly
by the shareholders of the Company in substantiaflysame proportions as their ownership of stddke Company
or (iii) any employee benefit plan (or
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related trust) sponsored or maintained by the Compar any of its affiliates, of securities of theor@pan
representing more than twenty-five percent (25%hef combined voting power of the Companyhen outstandir
securities; (b) the occupation of a majority of 8eats (other than vacant seats) on the boardeftdis by persol
who were neither (i) nominated by the board ngrafiipointed by directors so nhominated; or (c) thesammation ¢
() an agreement for the sale or disposition of allsubstantially all of the Comparsy’assets, or (ii)) a merg
consolidation or reorganization of the Company wath involving any other corporation, other than &rger
consolidation or reorganization that results in ttoéing securities of the Company outstanding imiaiedy priol
thereto continuing to represent (either by remgrotstanding or by being converted into votingusigies of the
surviving entity) at least fifty percent (50%) dfet combined voting power of the voting securitiethe Company (¢
such surviving entity) outstanding immediately aiach merger, consolidation or reorganization.

The 2010 Plan provides that, in the absence ofiaitien in an employment agreement, (a) “causetefined a
(i) theft or embezzlement, or attempted theft oberzlement, of money or property of the Companitsoaffiliates
perpetration or attempted perpetration of fraudpanticipation in a fraud or attempted fraud, oa @ompany or i
affiliates, or unauthorized appropriation of, oteatpt to misappropriate, any tangible or intang#émsets or propel
of the Company or its affiliates; (ii) act or acfsdisloyalty, moral turpitude, or material miscamtl that is injurious 1
the interest, property, value, operations, businessputation of the Company or its affiliates,conviction of a crim
that results in injury to the Company or its a#fiés; or (iii) repeated refusal (other than by oeasf disability) to carr
out reasonable instructions from the named exeeutificer’s superiors or the Board; in addition, the namextebive
officer's employment will be deemed to have ternedlafor cause if, after the named executive offc@mploymer
has terminated, facts and circumstances are disstbvéhat would have justified a termination for s&uan
(b) “disability” means (i) any permanent physical or mental incéypawi disability rendering the named execu
officer unable or unfit to perform effectively tleities and obligations of his or her office, oy &ny illness, accidet
injury, physical or mental incapacity or other digigy, which condition is expected to be permanenionglasting
and has rendered the named executive officer urmahlefit to perform effectively the duties and ightions of his ¢
her office for a period of at least 180 days in amglve-consecutive month period (in either case, as détexdrnn the
good faith judgment of the Committee).

Compensation and Risk

The Compensation Committee has evaluated the skl of our compensation policies and practices
concluded that they do not motivate imprudent t&dng. In our evaluation, we reviewed our emplogempensatic
structures and noted numerous factors and desgneeglts that manage and mitigate risk without dishimg the
incentive nature of the compensation, includingnigue and strong company culture that attractsigraatse and
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motivated employees who are excited about our mtsdand our brand (as opposed to being motivateguogly
financial considerations); a balanced mix betweashcand equity and annual and longgm incentives under ¢
executive compensation program; the large percentagership of our shares by senior managementhvwamnsure
that their interests are aligned with the ldegn interests of the Company and our shareholdeasonable limits ¢
annual incentive awards (as determined by a rewtwur current business plan); with respect to ahmucentive
awards, a balanced mix of performance measuresrlpayouts between target levels and maximum payagpped
200% of target for fiscal 2014; and subjective @deiations (including a review of individual penioance) an
discretion in compensation decisions, which linhié tinfluence of formulae or objective factors orcessive ris
taking.

We also reviewed our compensation programs forawertlesign features that may have the potenti
encourage excessive risk-taking, including owerghting towards annual incentives, highly levedgayout curve
unreasonable thresholds, and steep payout cliffersin performance levels that may encouraget-¢dion busines
decisions to meet payout thresholds. We concludatidur compensation programs do not include siethents. |i
addition, we analyzed our overall enterprise riskd how compensation programs may impact individeaavior in
manner that could exacerbate these enterprise tiskdew of these analyses, we concluded that aweela balance
pay and performance program that does not encoevaggssive riskaking that is reasonably likely to have a mat
adverse effect on the Company.

2010 Equity and Incentive Plan

In connection with our initial public offering, wapproved the Vera Bradley, Inc. 2010 Equity anctiniive Pla
(referred to herein as the 2010 Plan). The pringipaposes of the 2010 Plan are to optimize thditptmlity anc
growth of the Company through short-term and lagrgatincentives that are consistent with the Comjzaaopjective
and that link participants’ interests to those loé tCompanys shareholders; to give participants an incentiw
excellence in individual performance; to promotente/ork among participants; and to give the Compasignifican
advantage in attracting and retaining key employaiesctors, and consultants. Our 2010 Plan previdethe grant «
incentive stock options within the meaning of Sati#22 of the Internal Revenue Code, nonqualifiedksoptions
stock appreciation rights, restricted stock, ret#d stock units, performance based awards (inaugierformanc
shares, performance units and annual performancesbawards), and other stock or chsised awards. There w
5,628,825 common shares, in the aggregate, availabbwards under the 2010 Plan as of March 31420

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

All transactions since the completion of our ifitublic offering between us and our directors, ceneve
officers, principal shareholders, and their aftémare approved by our
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Audit Committee, and are on terms no less favorables than those that we could obtain from unaféd thirc
parties. Our Audit Committee is responsible forieaing the fairness of related party transactionadgcordance wi
the rules of The NASDAQ Stock Market. Our Audit Qoittee operates under a written charter pursuamthich it
must approve, prior to consummation, any relgtedy transaction, which includes any transactioeesies of simile
transactions in which we are to be a participdr,amount exceeds $120,000, and a “related pefasrdefined und
SEC rules) has a direct or indirect material iderBased on its consideration of all relevantdastd circumstance
the Audit Committee decides whether or not to apgithe particular transaction and will generallp@aye only thos
transactions that are negotiated at arm’s lengthhawve terms and conditions that are reasonablewstdmary.

Related Party Transactions for Fiscal 2014

Other than the transactions described below, steteuary 2, 2013, there has not been, and thexa isurrentl
proposed, any transaction or series of similarsaations to which we were or will be a party in gthithe amoul
involved exceeded or will exceed $120,000 and iichviany of our directors, executive officers, hatdef more tha
five percent of any class of our voting securitigsany member of the immediate family of any of tbhesgoin(
persons had or will have a direct or indirect matenterest. We believe that we have executedfalhe transactior
set forth below on terms no less favorable to as the could have obtained from unaffiliated thiedties.

Real Estate Arrangements

During fiscal 2014 we were party to a triple netde with Great Dane Realty, LLC (“Great Dan@’;ompan
owned by Barbara Bradley Baekgaard, an officeeadar, and greater than ten percent shareholder‘@reat Dan
Lease”).The Great Dane Lease was for approximately 39,8dare feet of office and warehouse space in aibg
(the “Design Center”Jocated adjacent to our distribution center in Pafayne, Indiana. The Great Dane Le
included a right of first refusal and an option fms to purchase the property. On October 31, 2018,Compan
exercised its option to purchase the Design Ceotea purchase price of $2,432,715, which was apgatdy thi
Board of Directors. The purchase of the Design &ecibsed effective December 14, 2013. Prior topinehase, tt
Company made total lease payments to Great Dad@4d,142 in fiscal 2014.

We are also party to a lease extension (the “Lé&xsension”) with Milburn, LLC (“Milburn”) extending th
term of a triple net lease with Milburn from Marth2011 to February 28, 2013. The Milburn Leas®isa lease (
our corporate headquarters located at 2208 PrantuBtbad, Fort Wayne, Indiana. The Milburn Lease &dsnded ¢
the same terms and conditions as were in placerddfe extension. Pursuant to the Milburn Leaseichvine
subordinate to any mortgages placed on the prentlee€ompany is responsible for
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all repairs, maintenance, alterations and restoratand for maintaining adequate levels of fire exigénded coverac
liability, and mortgage insurance. Milburn is ade® company in which Barbara Bradley Baekgaard soarb09
interest and Patricia R. Miller and P. Michael il each a director and greater than ten percemelsblder of th
Company, each owns a 25% interest. The Milburn égasvides for aggregate payments of $168,000 a Véw
Lease Extension ended on February 28, 2013. Siatditne we have continued to occupy the buildinghee basis «
a month-to-month tenancy, paying rent of $14,000npenth.

Certain Employees of the Company

Joan Reedy, the sister of Barbara Bradley Baekgasrémployed by us in a public relations role. the
daughter of our namesake, Vera Bradley, she attextdd events to share our history with our custmsn For fisce
2014, she received compensation of $61,057 fosémtice as an Indirect sales consultant or ambassad

Kathleen Ray, the sister-law of Michael C. Ray and the niece of Barbara BradBaekgaard, is employ
by us as an Indirect sales consultant, and prelyiauss engaged by us as an independent sales eepatige. In fisc:
2014, she received compensation of $102,136 fosdmice as an Indirect sales consultant.

Bryan Ray, the brother of Michael C. Ray, is empldyy us as an SAP System Administrator. In fi2€4l4
he received compensation of $123,948.

Indemnification Agreements and Directors and Officers Liability Insurance

Our second amended and restated articles of incatipo will provide for indemnification, to the febkt exter
permitted by the IBCL, of our directors and offisexgainst liability and reasonable expenses thgthaancurred b
them in connection with proceedings to which threedrs or officers are made a party by reasomaf relationshi
to the Company. A general description of these igrons is contained under the headitgdemnification of Directol
and Officers.” In addition, we carry directors’ aofficers’ liability insurance to provide our directors andiadrs witl
insurance coverage for losses arising from claiaset on breaches of duty, negligence, errors dmet @trongfu
acts. The Company has also agreed to indemnifyofalts directors against loss or expense arisiragnfrsucl
individuals’ service to the Company and its sulzsids and affiliates and to advance attornésss and other costs
defense to such individuals in respect of clainasg thay be eligible for indemnification under camtaircumstances.

Vera Bradley Foundation for Breast Cancer

The Company routinely makes charitable contribigioh10% of the net proceeds from the sale of itorg
of certain designated patterns to the Vera BraBtayndation for
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Breast Cancer (the “Foundation”fhe Foundation was founded by the founders of theg@any, Barbara Bradl
Baekgaard and Patricia R. Miller. Ms. Baekgaard lisdMiller are directors of the Company and MseBgaard is ¢
employee, and each also serve on the board oftaliseof the Foundation. In addition, P. Michael I8t a director ¢
the Company, serves on the board of directors efRbundation. In fiscal 2014, the total amount Gbated by th
Company to the Foundation was approximately $1(m,
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SHARE OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MA  NAGEMENT

The following table sets forth certain informaticggarding ownership of our common shares as of Maik
2014 for the following individuals:

. each person known to us to own beneficially moas t8% of our outstanding common sha

. each of our executive officers named in the summampensation tabl

. each of our directors; ar

. all of our executive officers and directors as aug.

Beneficial ownership is determined in accordancth whe rules of the SEC. Except as described beio
computing the number of shares beneficially ownga Iperson and the percentage ownership of thabpecommo
shares subject to options or warrants held byphedon that are currently exercisable or exerasaiithin 60 days (
March 31, 2013, are deemed outstanding but arele@med outstanding for computing the percentagesship o
any other person. These rules generally attribeteeficial ownership of securities to persons whaspss sole
shared voting power or investment power with respecsuch securities. All of the shares reflectedhie table ai
common shares. Percentage of beneficial ownerghipased on 40,685,249 common shares outstandinof
March 31, 2014. Unless otherwise indicated, therestdof each beneficial owner listed below is chra/Bradley
Inc., 2208 Production Road, Fort Wayne, IndianaD868

Name of beneficial
owner

5% Beneficial Owner

FMR LLC @

Royce & Associate®
Joan B. Hal®
Michael C. Ray®

Directors and Executive Office

Robert Wallstromn

Barbara Bradley Baekgaa

Patricia R. Miller®)

P. Michael Miller®)

Richard Baun

Robert J. Hal®

Karen Kaplar

John E. Kyee

Matthew McEvoy

Frances P. Phili

Edward M. Schmult

Kimberly F. Colby®

Sue Fulle

Kevin Sierks

Directors and Executive Officers as a Group
(17 persons
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Common Shares

beneficially
owned
__Shares %
6,071,00:! 14.%
4,490,38 11.(%
8,851,72 21.8%
10,642,46 26.2%
0 *
7,721 *
7,025,42! 17.3%
7,025,42! 17.3%
4,60t *
8,851,72 21.8%
3,591 *
23,53t *
9,11¢ *
5,61¢ *
8,81« *
985,91( 2.4%
O *
5,90¢ *
17,014,27 41.8%
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1)

(2)

(3)

(4)

(5)

(6)
(7)

Represents beneficial ownership of less than oneepeof the outstanding shares of common sh

Information contained in the columns above timsl footnote is based on a report on Schedulefil8@&with the SEC on February 14,
2014 by FMR LLC. Various persons have the rightetmeive or the power to direct the receipt of davids from, or the proceeds from
the sale of, these shares. The principal placaeisihless for FMR LLC is 82 Devonshire Street, BosMassachusetts 021(
Information contained in the columns above #mislfootnote is based on a report on Schedulefil8@Gwith the SEC on January 16,
2014 by Royce & Associates LLC. Various personshie right to receive or the power to direct theeipt of dividends from, or the
proceeds from the sale of, these shares. The pahglace of business for Royce & Associates LLZ45 Fifth Avenue, New York,
NY 10151.

Represents 41,251 shares held by Robert J. Medl Hall's spouse and 8,810,469 shares held&yBarbara B. Baekgaard 2009
Grantor Retained Annuity Trust, of which Mrs. Higlla c«-trustee.

Represents 944,998 shares held by Michael €. 885,996 shares held by the Michael Ray 2009 tBrdRetained Annuity Trust,
1,000 shares held by Mr. Ray’s son and 8,810,468estheld by the Barbara B. Baekgaard 2009 Gr&etained Annuity Trust, of
which Mr. Ray serves as -trustee.

P. Michael Miller and Patricia R. Miller areshand and wife. Collectively, they beneficially oam aggregate of 7,016,420 common
shares. Of these shares, 1,599,839 shares hete ifiler 2007 Dynasty Trust of which Mr. Miller the trustee; 1,683,340 shares
held by the Patricia R. Miller 2007 Family Trustyehich Mr. Miller is trustee; 3,682,942 shareschbl Patricia R. Miller; and 50,299
shares held by P. Michael Mille

Represents 41,251 shares held by Robert J. HaB&14,469 shares held by the Barbara B. Baekdg0 Grantor Retained Annu
Trust, of which Mr. Ha’s spouse is a -trustee.

Represents 514,017 shares held by KimberlyotbyC 155,214 shares held by the Colby Gift Trust 816,679 shares held by the
Colby 2009 Annuity Trust

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act requires Veradlgsgas executive officers, Directors and persons

beneficially own more than 10% of our common shaoeBle initial reports of ownership and reportsahanges i
ownership with the Securities and Exchange Comuonssbuch persons are required by Commission regnatc
furnish Vera Bradley with copies of all Sectiondpforms filed by such persons. Based solely ona\igradleys
review of such forms furnished to it and writtepnesentations from certain reporting persons, \Bzedlley believe
that all filing requirements applicable to its eutee officers, directors and more than 10% shdddre wer
complied with during fiscal year 2014, except th@) a Form 4 for each of Michael C. Ray, BarbaradR)
Baekgaard, Robert J. Hall, P. Michael Miller andriee R. Miller was filed untimely and (b) a For8for each of th
Barbara B. Baekgaard 009 Grantor Retained AnnuitxgfTand Joan B. Hall was filed untimely.
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REQUIREMENTS, INCLUDING DEADLINES, FOR SUBMISSION O F PROXY PROPOSALS,
NOMINATION OF DIRECTORS AND OTHER BUSINESS OF SHARE HOLDERS

In order to submit shareholder proposals for th&528nnual meeting of shareholders for inclusiorthie
Company’s Proxy Statement pursuant to SEC Rule 8l4aaterials must be received by the Secretaryhe
Company’s principal office in Fort Wayne, Indiama, later than December 12, 2014.

The proposals must comply with all of the requiratseof SEC Rule 148: Proposals should be addresse
Anastacia S. Knapper, Vice PresidentGeneral Counsel and Secretary, Vera Bradley, B8 Production Rog
Fort Wayne, Indiana 46808. As the rules of the $idke clear, simply submitting a proposal does n@irgntee i
inclusion.

The Companys amended and restated bylaws also establish aaneelwnotice procedure with regarc
director nominations and shareholder proposalsar@anot submitted for inclusion in the Proxy Staget, but that
shareholder instead wishes to present directlynaarmmual meeting. To be properly brought before20&5 annui
meeting, a notice of the nomination or the matterghareholder wishes to present at the meetiaghareholder mt
have given written notification thereof, either pgrsonal delivery or by United States mail, postaggpaid, to th
Secretary of the Company no earlier than 120 daglsnat later than 90 days in advance of the dateaeoCompanyg
Proxy Statement released to shareholders in cannestth the previous yea’annual meeting of shareholders. ,
result, any notice given by or on behalf of a shalder pursuant to these provisions of the Commaamended al
restated bylaws (and not pursuant to SEC Rule8)4atist be received no earlier than December 1P4,26nd no late
than January 11, 2015. All director nominations ahdreholder proposals must comply with the requergs of th
Companys amended and restated bylaws, a copy of which Ipeagbtained at no cost from the Secretary o
Company.

Other than the three proposals described in tlogyP$tatement, Vera Bradley does not expect anyensatc
be presented for a vote at the Annual Meetingolf grant a proxy, the persons named as proxy olethe prox
card will have the discretion to vote your sharesaay additional matters properly presented fooi® at the Annu.
Meeting. If for any unforeseen reason, any one arenof Vera Bradleys nominees is not available as a candidat
director, the persons named as proxy holders wiié wour proxy for such other candidate or caneslats may |
nominated by the Board of Directors.

The chairman of the meeting may refuse to allowttaesaction of any business not presented befod: s
to acknowledge the nomination of any person notemad¢ompliance with the foregoing procedures.
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VERA BRADLEY, INC
2208 PRODUCTION ROAD
FORT WAYNE, IN 46808

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:

VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instructions and for electronic delivery of information up
until 11:59 P.M. Eastern Time the day before the cut-off date or meeting date. Have your proxy
card in hand when you access the web site and follow the instructions to obtain your records
and to create an electronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS

If you would like to reduce the costs incurred by our company in mailing proxy materials, you
can consent to receiving all future proxy statements, proxy cards and annual reports
electronically via e-mail or the Internet. To sign up for electronic delivery, please follow the
instructions above to vote using the Internet and, when prompted, indicate that you agree to
receive or access proxy materials electronically in future years.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting instructions up until 11:59 P.M. Eastern
Time the day before the cut-off date or meeting date. Have your proxy card in hand when you
call and then follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope we have
provided or return it to Vote Processing, c/o Broadridge, 51 Mercedes Way, Edgewood, NY
11717.

KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

adjournment thereof.

For address change/comments, mark here.
(see reverse for instructions) Yes
Please indicate if you plan to attend this meeting O

or partnership name, by authorized officer.

For Withhold  For All ) ) L .
. To withhold authority to vote for any individual nominee(s),

The Board of Directors recommends you vote FOR the All All EXCePt  mark “For All Except” and write the number(s) of the
following: nominee(s) on the line below.
1. Election of Directors O O O

Nominees
01 Karen Kaplan 02 John E. Kyees 03 Matthew McEvoy 04 Robert Wallstrom
The Board of Directors recommends you vote FOR prop  osals 2 and 3: For Against Abstain
2 To ratify the Audit Committee’s appointment of Ernst & Young LLP as the Company’s independent registered public accounting firm for fiscal O O O

2015.
3 To approve, on an advisory basis, the compensation of the Company’s named executive officers. O O O

NOTE: In their discretion, the proxy holders may vote on such other matters as may properly come before the Annual Meeting, or any

No

O

Please sign exactly as your name(s) appear(s) hereon. When signing as attorney, executor,
administrator, or other fiduciary, please give full title as such. Joint owners should each sign
personally. All holders must sign. If a corporation or partnership, please sign in full corporate

Signature [PLEASE SIGN WITHIN BOX] Date

Signature (Joint Owners) Date
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Important Notice Regarding the Availability of Prox y Materials for the Annual Meeting:  The Notice & Proxy Statement, Annual Report
is/are available at www.proxyvote.com .

VERA BRADLEY, INC
Annual Meeting of Shareholders
Thursday May 22, 2014 11:00 AM EDT
11222 Stonebridge Road
Roanoke, Indiana 46783

The undersigned hereby appoints Robert Wallstrom, Kevin Sierks and Anastacia S. Knapper, or any of them, as true and lawful
agents and proxies with full power of substitution in each, to attend and represent the undersigned on all matters to come before
the Annual Meeting of Shareholders and to vote as designated on the reverse side, all the common shares of Vera Bradley, Inc.,
held of record by the undersigned on March 25, 2014, during or at any adjournment or postponement of the Annual Meeting of
Shareholders to be held at 11:00 A.M., EDT at the Company’s offices at 11222 Stonebridge Road, Roanoke, Indiana 46783 on
Thursday, May 22, 2014. | hereby acknowledge receipt of the Notice of Annual Meeting of Shareholders and the accompanying
Proxy Statement, the terms of which are incorporated by reference, and revoke any proxy previously given by me with respect to
such meeting.

This proxy will be voted as directed, or if no dire ction is indicated, the proxy holders will vote the shares represented by
this proxy “FOR” Proposals 1, 2 and 3 and inthe di  scretion of the proxy holders on any other matter t hat may properly
come before the meeting.

Address change/comments:

R1.0.0.51160

0000209192 _2

(If you noted any Address Changes and/or Comments above, please mark corresponding box on the reverse side.)

Continued and to be signed on reverse side




