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Prospectus supplement

(To prospectus dated September 1, 2009)

Central Garden & Pet Company

$400,000,000

8.25% Senior Subordinated Notes due 2018

Issue Price: 100%

Interest payable March 1 and September 1

We are offering $400 million aggregate principal amount of senior subordinated notes, which we refer to as the notes. The notes will mature on
March 1, 2018. We will pay interest on the notes on each March 1 and September 1, beginning September 1, 2010.

We may redeem some or all of the notes at any time on or after March 1, 2014 at the redemption prices set forth under �Description of
notes�Optional redemption.� Prior to March 1, 2014, we may redeem the notes at a �make-whole� premium. In addition, at any time prior to
March 1, 2013, we may redeem up to 35% of the notes with proceeds we receive from certain equity offerings at the prices set forth under
�Description of notes�Optional redemption.� If we sell certain assets and do not reinvest the proceeds or repay borrowings under our senior credit
facilities or if we experience specific kinds of changes in control, we must offer to repurchase the notes.

The notes will be our unsecured senior subordinated obligations and will be subordinated to all of our existing and future senior debt, including
our senior secured credit facilities.

The obligations under the notes will be fully and unconditionally guaranteed on a senior subordinated basis by each of our existing and future
domestic restricted subsidiaries with certain exceptions. The guarantees will be general unsecured senior subordinated obligations of the
guarantors and will be subordinated to all existing and future senior debt of the guarantors.

Investing in the notes involves risks. See �Risk factors� beginning on page S-10.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these notes or determined
if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Price to public(1)

Underwriting

discounts

and commissions

Proceeds, before

expenses, to

Central Garden & Pet Company(1)

Per note 100.000% 2.000% 98.000%
Total $ 400,000,000 $ 8,000,000 $ 392,000,000

(1) Plus accrued interest, if any, from March 8, 2010.
The notes will not be listed on any securities exchange. Currently, there is no public market for the notes.
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The underwriters expect to deliver the notes on or about March 8, 2010 in book-entry form through The Depository Trust Company for the
account of its participants, including Clearstream Banking sociéte anonyme and Euroclear Bank S.A./N.V.

Joint book-running managers

J.P. Morgan Oppenheimer & Co.

Co-managers

SunTrust Robinson Humphrey Deutsche Bank Securities
February 25, 2010
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About this prospectus supplement
This document is in two parts. The first part is the prospectus supplement, which describes the specific terms of the notes we are offering and
certain other matters relating to us and our financial condition. The second part, the accompanying prospectus, gives more general information
about securities we may offer from time to time, some of which may not apply to the notes we are offering hereby. You should read this
prospectus supplement along with the accompanying prospectus, the documents incorporated by reference herein and therein, as well as any free
writing prospectus that is filed, including the term sheet for the notes we are offering. If the description of the offering varies between this
prospectus supplement and the accompanying prospectus, you should rely on the information in this prospectus supplement.

Non-GAAP financial measures
In this prospectus supplement, we use the non-GAAP financial measure of EBITDA. See �Summary�Summary historical consolidated financial
data.� EBITDA is not a presentation made in accordance with GAAP and has important limitations as an analytical tool. You should not consider
EBITDA in isolation or as a substitute for analysis of our results as reported under GAAP. Because EBITDA excludes some, but not all, items
that affect net income and net cash provided by operating activities and is defined differently by different companies in our industries, our
definition of EBITDA may not be comparable to similarly titled measures of other companies. For a reconciliation of EBITDA to the most
directly comparable GAAP measure, see page S-9.

S-ii
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Forward-looking statements
This prospectus supplement includes �forward-looking statements.� Forward-looking statements include statements concerning our plans,
objectives, goals, strategies, future events, future revenues or performance, capital expenditures, financing needs, plans or intentions relating to
acquisitions, our competitive strengths and weaknesses, our business strategy and the trends we anticipate in the industry and economies in
which we operate and other information that is not historical information. When used in this prospectus supplement, the words �estimates,�
�expects,� �anticipates,� �projects,� �plans,� �intends,� �believes� and variations of such words or similar expressions are intended to identify
forward-looking statements. All forward-looking statements, including, without limitation, our examination of historical operating trends, are
based upon our current expectations and various assumptions. Our expectations, beliefs and projections are expressed in good faith, and we
believe there is a reasonable basis for them, but we cannot assure you that our expectations, beliefs and projections will be realized.

There are a number of risks and uncertainties that could cause our actual results to differ materially from the forward-looking statements
contained in this prospectus supplement. Important factors that could cause our actual results to differ materially from the forward-looking
statements we make in this prospectus supplement are set forth in this prospectus supplement, including the factors described in the section
entitled �Risk factors.� If any of these risks or uncertainties materialize, or if any of our underlying assumptions are incorrect, our actual results
may differ significantly from the results that we express in or imply by any of our forward-looking statements. We do not undertake any
obligation to revise these forward-looking statements to reflect future events or circumstances. Presently known risk factors include, but are not
limited to, the following factors:

� seasonality and fluctuations in our operating results and cash flow;

� fluctuations in market prices for seeds and grains;

� declines in consumer spending during economic downturns;

� inflation, deflation and other adverse macro-economic conditions;

� supply shortages in small animals and pet birds;

� adverse weather conditions;

� fluctuations in energy prices, fuel and related petrochemical costs;

� our ability to refinance our indebtedness on reasonable terms;

� future reductions in our debt capacity in the event of a future deterioration in operating results;

� access to and cost of additional capital;

� dependence on a few customers for a significant portion of our business;
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� consolidation trends in the retail industry;

� uncertainty about new product innovations and marketing programs;

S-iii
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� competition in our industries;

� risks associated with our acquisition strategy;

� dependence upon our key executive officers;

� implementation of a new enterprise resource planning information technology system;

� potential environmental liabilities;

� risk associated with international sourcing; and

� litigation and product liability claims.

Market, ranking and other data
The data included in this prospectus supplement regarding markets and ranking, including the size of certain markets and our position and the
position of our competitors and products within these markets, are based on both independent industry publications, including Packaged Facts,
Lawn & Garden Products in the U.S. 2009; Mintel, Lawn & Garden Products & Services 2007; Packaged Facts, Pet Supplies in the U.S. 2007
and Pet Food in the U.S. 2006; Mintel, Pet Food and Supplies 2007; American Pet Products Association (APPA) National Pet Owners Survey
2009-2010 and our estimates based on management�s knowledge and experience in the markets in which we operate. Our estimates have been
based on information provided by customers, suppliers, trade and business organizations and other contacts in the markets in which we operate.
We believe these estimates to be accurate as of the date of this prospectus supplement. However, this information may prove to be inaccurate
because of the method by which we obtained some of the data for our estimates or because this information cannot always be verified with
complete certainty due to the limits on the availability and reliability of raw data, the voluntary nature of the data gathering process and other
limitations and uncertainties inherent in a survey of market size. As a result, you should be aware that market, ranking and other similar data
included in this prospectus supplement, and estimates and beliefs based on that data, may not be reliable.

S-iv
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Summary
This summary highlights the information contained elsewhere in this prospectus supplement and the accompanying prospectus. Because this is
only a summary, it does not contain all of the information that may be important to you. For a more complete understanding of this offering, we
encourage you to read this entire prospectus supplement, the accompanying prospectus and documents to which we refer you. Except as
otherwise required by the context or as to otherwise noted, as used in this prospectus supplement, references to �Central,� the �company,� �we,� �us,�
�our� and similar phrases are to Central Garden & Pet Company and its consolidated subsidiaries.

Our company

Central Garden & Pet Company is a leading innovator, marketer and producer of quality branded products. We are one of the largest suppliers in
the pet and lawn and garden supplies industries in the United States. The total pet industry is estimated to be approximately $31 billion in annual
retail sales. We estimate the annual retail sales of the pet supplies and ultra-premium pet food markets in the categories in which we participate
to be approximately $15 billion. As of 2009, the total lawn and garden industry in the United States is estimated to be approximately $24 billion
in annual retail sales. We estimate the annual retail sales of the lawn and garden supplies markets in the categories in which we participate to be
approximately $6.2 billion.

Our pet supplies products include products for dogs and cats, including edible bones, premium healthy edible and non-edible chews,
ultra-premium dog and cat food and treats, leashes, collars, toys, pet carriers, grooming supplies and other accessories; products for birds, small
animals and specialty pets, including food, cages and habitats, toys, chews and related accessories; animal and household health and insect
control products; products for fish, reptiles and other aquarium-based pets, including aquariums, furniture and lighting fixtures, pumps, filters,
water conditioners, food and supplements, and information and knowledge resources; and products for horses and livestock. These products are
sold under a number of brand names including AdamsTM, All-Glass Aquarium®, Altosid®, Aqueon®, BioSpot®, Breeder�s Choice®, Coralife®,
Farnam®, Four Paws®, InterpetTM, Kaytee®, Kent Marine®, Nylabone®, Pet Select®, Pre-Strike®, Oceanic Systems®, Super PetTM, TFH® , Zilla®

and Zodiac®.

Our lawn and garden supplies products include proprietary and non-proprietary grass seed; wild bird feed, bird feeders, bird houses and other
birding accessories; weed, grass, ant and other herbicide, insecticide and pesticide products; and decorative outdoor lifestyle and lighting
products including pottery, trellises and other wood products and holiday lighting. These products are sold under a number of our own brand
names, including AMDRO®, GKI/Bethlehem Lighting®, Grant�sTM, Ironite®, Lilly Miller®, Matthews Four Seasons TM, New England Pottery®,
Norcal®, Pennington®, Over�n Out®, Smart SeedTM and The Rebels®, and under licensed brand names, including Sevin®.

In fiscal 2009, our consolidated net sales were $1.6 billion, of which our lawn and garden segment, or Garden Products, accounted for
approximately $781 million and our pet segment, or Pet Products, accounted for approximately $833 million. In fiscal 2009, our income from
operations was $126.0 million, of which Garden Products accounted for $68.9 million and Pet Products accounted for $102.2 million, before
corporate expenses and eliminations of $45.1 million. In fiscal 2009, our consolidated EBITDA was $155.1 million.

S-1
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Competitive strengths

We believe we have the following competitive strengths which serve as the foundation of our business strategy:

� Market Leadership Positions Built on a Strong Brand Portfolio.    We are one of the leaders in the premium branded U.S. pet supplies market
and in the U.S. consumer lawn and garden supplies market. We have a diversified portfolio of brands, most of which we believe are among
the leading brands in their respective U.S. market categories. The majority of our brands have been marketed and sold for more than 20 years.

� Strong Relationships with Retailers.    We have developed strong relationships with major and independent retailers through our product
innovation, premium brand names, broad product offerings, sales and logistics capabilities and high level of customer service. We believe
that major retailers value the efficiency of dealing with suppliers with national scope and strong brands. These strengths have made us one of
the largest pet supplies vendors to PETsMART, PETCO and Wal*Mart and among the largest lawn and garden supplies vendors to
Wal*Mart, Home Depot and Lowe�s. Our ability to service large retailers, to meet their unique needs for packaging and point of sale displays
and to offer new innovative products provides us with a competitive advantage. Independent retailers value our high level of customer service
and broad array of premium branded products. We are the largest supplier to independent pet supplies retailers in the United States.

� Favorable Long-Term Industry Characteristics.    The pet and lawn and garden supplies markets in the U.S. have grown and are expected to
continue to grow over the long-term due to favorable demographic and leisure trends. The key demographics bolstering our markets are the
growth rates in the number of children under 18 and the number of adults over age 55. Households with children tend to own more pets, and
adults over 55 are more likely to be �empty nesters� who keep pets as companions and have more disposable income and leisure time available
for both pets and garden activities.

� Sales and Logistics Networks.    We are a leading supplier to independent specialty retailers for the pet and lawn and garden supplies markets
through our sales and logistics networks. We believe our sales and logistics networks give us a significant competitive advantage over other
suppliers. These networks provide us with key access to independent pet specialty retail stores and retail lawn and garden customers that
require distribution for our and other manufacturers� branded products, facilitating acquisition and maintenance of premium shelf placement,
prompt product replenishment, customization of retailer programs, quick responses to changing customer and retailer preferences, rapid
deployment and feedback for new products, and immediate exposure for new internally developed and acquired brands. We plan to continue
to utilize our team of dedicated sales people and our sales and logistics networks to expand sales of our branded products.

� Innovative New Products.    We have developed a reputation for introducing innovative and high quality products. We continuously seek to
introduce new products at a reasonable cost, both as complementary extensions of existing product lines and as new product categories. We
have received approximately 21 industry awards for our new pet products in the last three years.

S-2

Edgar Filing: CENTRAL GARDEN & PET CO - Form 424B5

Table of Contents 11



Table of Contents

� Experienced and Incentivized Management Team.    Our senior management team has significant experience in the pet and lawn and garden
supplies industries. William E. Brown, our Chairman and Chief Executive Officer, has over 25 years of industry experience. Mr. Brown also
owns approximately 10% of our outstanding stock and controls approximately 52% of the voting power of our outstanding stock.

Business strategy

Our objective is to increase market share, revenue, cash flow and profitability by enhancing our position as one of the leading companies in the
U.S. pet supplies industry and lawn and garden supplies industry. To achieve our objective, we plan to capitalize on our strengths and the
favorable industry trends by implementing the following key elements of our business strategy:

� Promote Existing Brands.    With our broad product assortment, strong brand names, strong sell-through and innovative products and
packaging, we believe we can further strengthen our relationships with existing retailers to increase shelf space and sales. We believe that the
strength of our major customers provides us with a solid foundation for future growth. We intend to gain market share in the mass market,
grocery and specialty pet store channels and add new retailers through marketing and sales personnel dedicated to these channels, as well as
our innovative product introductions and packaging. We will continue to focus on using our sales and logistics network to emphasize sales of
our higher margin, proprietary brands and to use efficient supply chain capabilities that enable us to provide retailers with high service levels
and consistent in-stock positions.

� Improve Margins.    We believe there are opportunities to improve our gross and operating margins through price increases, increased sales of
our higher margin, innovative branded products and cost reductions and leveraging of our existing infrastructure. Since fiscal 2004, we have
continued to consolidate our sales and logistics centers, made capital improvements and consolidated some of our manufacturing facilities to
reduce costs and improve manufacturing efficiencies. As a result of our initiatives, gross margins have increased from 30.3% in fiscal 2004 to
32.7% in fiscal 2009.

� Reduce Our Investment In Working Capital.    We believe there are opportunities to continue to reduce our investment in working capital. In
fiscal 2009, we reduced inventory, collected receivables more efficiently and managed payables more effectively, and we will continue to
focus on these items to further strengthen our balance sheet.

� Continue New Product and Packaging Innovation.    We will continue to leverage the strength of our leading brand names by introducing
innovative new products and packaging, extending existing product lines and entering new product categories. Our new product strategy
seeks to capitalize on fulfilling consumer needs, our strong brand names, established customer relationships and history of product
innovation. We have also made investments in our corporate sales and marketing infrastructure in the areas of product development, category
management and key account sales support.

� Pursue Strategic Acquisitions.    We plan to continue to make selected strategic acquisitions of branded product companies that complement
our existing brands and product offerings. Management has substantial experience in acquiring branded products companies. By

S-3
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leveraging our marketing, manufacturing and sales and logistics capabilities, we believe we can increase the sales and improve the operating
efficiencies of acquired companies. We look for companies with the potential to have the top one or two brands in their respective categories.
The characteristics we seek when evaluating target companies are strong brand names, high quality and innovative product offerings, an
experienced management team and a history of organic earnings growth.

Corporate information

We were incorporated in Delaware in June 1992 and are the successor to a California corporation which was incorporated in 1955. Our
executive offices are located at 1340 Treat Blvd., Suite 600, Walnut Creek, CA 94597, and our telephone number is (925) 948-4000.

S-4
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The offering
The summary below describes the principal terms of the notes. Some of the terms and conditions described below are subject to important
limitations and exceptions. The �Description of notes� section of this prospectus supplement contains a more detailed description of the terms and
conditions of the notes.

Issuer Central Garden & Pet Company

The notes $400 million aggregate principal amount of 8.25% Senior Subordinated Notes due 2018.

Maturity March 1, 2018.

Interest payment dates Interest is payable on the notes on March 1 and September 1 of each year, beginning on September 1,
2010.

Optional redemption We may, at our option, redeem all or part of the notes at any time prior to March 1, 2014 at a make-whole
price, and at any time on or after March 1, 2014 at fixed redemption prices, plus accrued and unpaid
interest, if any, to the date of redemption, as described under �Description of notes�Optional redemption.� In
addition, prior to March 1, 2013, we may redeem up to 35% of the notes with the proceeds from certain
equity offerings at the redemption price listed under �Description of notes�Optional redemption.�

Guarantees The notes will be unconditionally guaranteed on a senior subordinated basis by each of our existing and
future domestic restricted subsidiaries with certain exceptions. If we cannot make payments on the notes
when they are due, the guarantors must make them instead.

Ranking The notes and the guarantees will be unsecured senior subordinated obligations. Accordingly, they will
rank:

� behind all of our and the guarantors� existing and future senior debt, whether or not secured;

� equally with all our and the guarantors� existing and future unsecured senior subordinated obligations
that do not expressly provide that they are subordinated to the notes; and

� ahead of any of our and the guarantors� future debt that expressly provides that it is subordinated to the
notes.

On a pro forma basis as of December 26, 2009, the notes and the guarantees would have been subordinated to approximately $0.5 million of
senior debt. In addition, there would have been approximately $334 million of unused commitments under our senior credit facilities.
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Covenants The indenture governing the notes will, among other things, limit our and the ability of our subsidiaries
to:

� incur additional indebtedness;

� pay dividends or distributions on, or redeem or repurchase, capital stock;

� make investments;

� engage in transactions with affiliates;

� incur liens;

� transfer or sell assets; and

� consolidate, merge or transfer all or substantially all of our assets.

Change of control Upon a Change of Control, as that term is defined in the indenture, you will have the right, subject to
certain conditions, to require us to repurchase your notes, in whole or in part, at 101% of their principal
amount, plus accrued and unpaid interest, to the repurchase date. See �Description of notes�Change of
control.�

Asset sales If we sell certain assets and do not reinvest the proceeds or repay borrowings under our senior credit
facilities, you will have the right, subject to certain conditions, to require us to repurchase your notes, in
whole or in part, at 100% of their principal amount, plus accrued and unpaid interest, to the repurchase
date. See �Description of notes�Asset sales.�

No public market The notes are a series of securities for which there is currently no established trading market. The
underwriters have advised us that they presently intend to make a market in the notes. However, you
should be aware that they are not obligated to make a market in the notes and may discontinue their
market-making activities at any time without notice. As a result, a liquid market for the notes may not be
available if you try to sell your notes. We do not intend to apply for a listing of the notes on any securities
exchange or any automated dealer quotation system.

Use of proceeds We will use the net proceeds of this offering, together with available cash, to purchase our outstanding 9
1/8% senior subordinated notes due 2013 that are tendered by holders and accepted by us pursuant to a
tender offer we are currently conducting, including the payment of accrued interest, pay in full the
outstanding indebtedness under our senior term loan and pay related fees and expenses. Proceeds
necessary to pay the redemption price of our outstanding senior subordinated notes not tendered in the
tender offer (principal and premium) and interest on such notes will be irrevocably deposited with the
trustee for our outstanding senior subordinated notes following the expiration date of the tender offer. See
�Use of proceeds.�
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Form The notes will be represented by registered global securities registered in the name of Cede & Co., the
nominee of the depositary, The Depository Trust Company, or DTC. Beneficial interests in the notes will
be shown on, and transfers will be effected through, records maintained by DTC and its participants.

Risk factors See �Risk factors� beginning on page S-10 of this prospectus supplement for important information
regarding us and an investment in the notes.

S-7
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Summary historical consolidated financial data
The following table contains summary historical financial data derived from our audited consolidated financial statements as of and for the fiscal
years ended September 29, 2007, September 27, 2008 and September 26, 2009 and as of and for the three months ended December 27, 2008 and
December 26, 2009. This summary financial data is not necessarily indicative of the results of future operations and should be read in
conjunction with �Management�s discussion and analysis of financial condition and results of operations,� and our consolidated financial
statements and related notes contained elsewhere in this prospectus supplement.

Fiscal year ended Three months ended Twelve
months

ended
Dec. 26,

2009
Sept. 29,

2007
Sept. 27,

2008
Sept. 26,

2009
Dec. 27,

2008
Dec. 26,

2009

(in thousands) (unaudited)

Statement of
Operations
Data:
Net sales(1) $ 1,671,145 $ 1,705,386 $ 1,614,300 $ 292,542 $ 269,236 $ 1,590,994
Cost of goods
sold and
occupancy 1,136,825 1,184,058 1,086,974 207,061 181,467 1,061,380

Gross profit 534,320 521,328 527,326 85,481 87,769 529,614
Selling,
general and
administrative
expenses 434,903 415,978 401,340 88,147 87,248 400,441
Goodwill and
other
impairments(2) � 429,764 � � � �

Income (loss)
from
operations 99,417 (324,414) 125,986 (2,666) 521 129,173
Interest
expense, net (48,147) (37,273) (22,061) (6,552) (4,934) (20,443) 
Other income 2,402 2,116 52 (950) 592 1,594

Income (loss)
before income
taxes (tax
benefit) 53,672 (359,571) 103,977 (10,168) (3,821) 110,324
Income taxes
(tax benefit) 19,999 (93,069) 36,368 (3,853) (1,402) 38,819

Income (loss)
including
noncontrolling
interest 33,673 (266,502) 67,609 (6,315) (2,419) 71,505
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Net income
(loss)
attributable to
noncontrolling
interest

1,369 833 1,661RATIFICATION AND APPROVAL OF

OUR 2005 EQUITY INCENTIVE PLAN, AS AMENDED

(PROPOSAL NO. 3 ON PROXY CARD)

General

At the Annual Meeting, our shareholders will be asked to consider a proposal to ratify and approve the BJ�s Restaurants, Inc. 2005 Equity Incentive Plan (the �2005 Plan�), including amendments to increase the authorized number of shares of our Common Stock reserved thereunder by 1,200,000 shares.  The 2005 Plan is a broad-based plan in which all of our employees (including restaurant general managers and executive kitchen managers), officers, directors and consultants are eligible to participate, with all such participation determined by the Compensation Committee of the Board of Directors.  The Compensation Committee is comprised entirely of independent directors.  The Board has long believed that employee ownership in the Company serves the best interest of all shareholders, by promoting a focus on long-term increases in shareholder value.  The purpose of the 2005 Plan is to further the growth and success of our business and attract and retain the most talented employees, officers, directors and consultants by aligning the long-term interest of such persons with those of the shareholders through equity-based compensation and by providing rewards for exceptional performance and long-term incentives for future contributions to our success.  The 2005 Equity Incentive Plan continues to support this purpose, by increasing the flexibility we have in awarding equity-based compensation that meets this ongoing objective while aligning compensation with shareholder value.

The 2005 Plan provides us with flexibility to design stock and performance based incentives for our restaurant managers and brewery and field supervision and key corporate employees who hold managerial positions for our Company.  While there are many important resources required for us to execute successfully our national expansion plan, the most critical resource is the availability of highly qualified and experienced employees at all levels of our organization and, in particular, restaurant managers.  As a result, beginning in 2007, all of our restaurant general managers, executive kitchen managers, regional kitchen operations managers, directors of operations, area vice presidents and certain brewery operations positions became eligible to receive restricted stock units in accordance with our Gold Standard Stock Ownership Program under our 2005 Plan.  Vesting in the Gold Standard Stock Ownership Program is dependent upon the employees extended service with us in their respective positions and their achievement of certain agreed-upon performance objectives during a service period (generally 5 years).  The Board believes this program helps differentiate us from many of our peer casual dining companies with respect to recruitment, motivation and retention of our key operational employees.  As a result, we have consistently been a leader in casual dining segment comparable restaurant sales over the last several years and have generally experienced a higher restaurant management retention rate than our industry peer group.  Therefore, the Board believes that the availability to grant equity awards under the 2005 Plan is critical to our continued success of opening additional restaurants and gradually attaining our strategic goal to operate at least 300 restaurant locations domestically.

The 2005 Plan was originally adopted by our Board on May 19, 2005 and was ratified and approved by our shareholders at our 2005 Annual Meeting.  In connection with the adoption of the 2005 Plan, the Board amended the 1996 Stock Option Plan (the �Existing Plan�) to provide that no additional awards may be granted under the Existing Plan subsequent to approval of the 2005 Plan by the shareholders.  At the time of the initial approval of the 2005 Plan by shareholders, the number of shares of Common Stock available for awards under the 2005 Plan consisted of (i) 3,500,000 newly authorized shares, (ii) an aggregate of 82,887 shares that were available for grant under the Existing Plan but which were not the subject of outstanding options or other awards (�Available Shares�) at the time the 2005 Plan was approved, plus (iii) the number of shares that were subject to outstanding options granted under the Existing Plan (�Prior Outstanding Options�) to the extent that such Prior Outstanding Options expire, are forfeited, cancelled or terminate for any reason without being exercised in full.
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Amendment of the 2005 Plan

On April 19, 2010, our Board amended the 2005 Plan, subject to approval of shareholders at the Annual Meeting, to increase the number of shares authorized for issuance under the 2005 Plan by 1,200,000 shares, to change the fungible ratio on restricted stock units (RSUs) from 2:1 to 1.5:1 and to extend the term of the 2005 Plan to the tenth anniversary of the date the shareholders approve this version of the 2005 Plan.

Reasons for Amendment of the Equity Incentive Plan

The Board of Directors believes broad-based equity compensation is an essential and long-standing element of our culture and success.  It continues to be a critical element to attract and retain the most talented employees, officers and directors available to execute BJ�s national growth strategy.  Since the adoption of the 2005 Plan at our 2005 Annual Meeting of Shareholders, we have granted equity-based compensation to management-level employees at all levels of our organization.  However, as discussed elsewhere in this Proxy Statement, commencing in 2007, we expanded our use of the 2005 Plan by implementing our Gold Standard Stock Ownership Program under the 2005 Plan in which restaurant general managers, executive kitchen managers, regional kitchen operations managers, along with area supervision and certain brewery operations positions are granted restricted stock units in exchange for their achievement of certain agreed upon performance objectives during a service period.  The increase in the number of authorized shares under the 2005 Plan is intended to assure that we will have sufficient shares available to continue our Gold Standard Stock Ownership Program as well as to continue to attract and retain the most talented employees, officers and directors.

The Board believes that the current number of shares available under the 2005 Plan may, depending on our stock price, be insufficient for us to grant awards beyond the next year.  The Board believes that amending the 2005 Plan to increase the number of shares available thereunder by 1,200,000 should provide us with sufficient shares to continue to grant awards under the plan for the next three years, again depending on the price of our Common Stock over that period.  Although the increase in the number of shares available for grant under the 2005 Plan, and the granting of additional equity awards as a result of this increase, will be dilutive to our existing shareholders, the Board believes that the dilutive effect of the 2005 Plan is consistent with the dilutive effect of comparable plans adopted by other companies in our peer group.

In addition to the proposed amendment to the 2005 Plan to increase the number of available shares thereunder, the Board also amended the 2005 Plan, subject to shareholder approval, to change the fungible ratio on restricted stock units from 2:1 to 1.5:1.  Under the current version of the 2005 Plan, the aggregate number of shares of Common Stock that may be issued under the 2005 Plan is reduced by two for each share delivered in settlement of any award of restricted stock, restricted stock unit, stock appreciation rights (�SARs�), performance shares or performance units and one share for each share delivered in settlement of an option.  The Board believes that adjusting this fungible ratio from 2:1 to 1.5:1 would better conform the underlying value of shares delivered upon the exercise of options granted under the 2005 Plan with shares delivered in settlement of restricted stock, restricted stock units, stock appreciation rights, performance shares or performance units.  Based on an analysis performed by Mercer Consulting, the fair market value of the options we have awarded over the past three years represented approximately 70% of the then current market price of our underlying Common Stock at the date of grant.  For example, based on these historical averages, if the last quoted market price of our Common Stock on the date an option was granted was $20.00, an option granted on that date would have a fair market value on the date of grant of approximately $14.00.  Additionally, the expected volatility factor used in determining the fair value for stock options granted in fiscal 2009 was 80.20%.  The 2010 RiskMetrics Group U.S. Proxy Voting Guidelines Summary suggests that companies with a stock price volatility of 54.6% or higher that grant both full value awards and stock options to their participants use a fungible ratio of 1.5:1.  The adjustment of the fungible ratio from 2:1 to 1.5:1 is intended to simply conform our historical option valuation methodology with the other types of equity awards granted under the 2005 Plan while still complying with the applicable RiskMetrics proxy voting guidelines.
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The changes to the fungible ratio described above would only apply to equity awards granted under the 2005 Plan after the approval of the 2005 Plan, as amended, by the shareholders at the Annual Meeting and would have no effect on any equity awards granted under the 2005 Plan that are currently outstanding.

Summary of the 2005 Equity Incentive Plan

The following description of the material terms of the 2005 Plan is qualified in all respects by reference to the 2005 Plan as amended by the Board, subject to shareholder approval at the Annual Meeting.  The full text of the 2005 Plan, as amended, is attached to this Proxy Statement as Appendix A.

Administration

The Compensation Committee administers the 2005 Plan, with certain actions subject to the review and approval of the full Board or a panel consisting of all of the independent directors.  The Committee has full power and authority to determine when and to whom awards will be granted, including the type, amount, form of payment and other terms and conditions of each award, consistent with the provisions of the 2005 Plan.  In addition, the Committee has the authority to interpret the 2005 Plan and the awards granted under the 2005 Plan, and establish rules and regulations for the administration of the 2005 Plan.  The Committee may delegate the administration of the 2005 Plan to the Company�s officers, including the maintenance of records of the awards and the interpretation of the terms of the awards.

Eligible Participants

Any employee, officer, consultant or director providing services to us or to any of our subsidiaries, who is selected by the Committee, is eligible to receive awards under the 2005 Plan.  As of April 14, 2010, we had approximately 11,300 employees, all of whom were eligible to participate in the 2005 Plan.

Shares Available for Awards

The aggregate number of shares of the Common Stock that may be issued as awards under the 2005 Plan includes 710,748 shares of Common Stock plus any shares that are subject to options granted under the Existing Plan that are forfeited or expire subsequent to the effective date of the 2005 Plan.  As of April 14, 2010 there were options to purchase 3,009,942 shares of Common Stock outstanding under the Existing Plan.  If the amendments to the 2005 Plan described in this Proposal No. 3 are approved by our shareholders, then the aggregate number of shares of Common Stock which may be issued as awards under the 2005 Plan shall increase by 1,200,000 newly authorized shares.  The aggregate number of shares of Common Stock which may be granted to any one participant in any one year under the 2005 Plan is 500,000.  The Committee may adjust the aggregate number of shares reserved for issuance under the 2005 Plan in the case of a stock dividend or other distribution, including a stock split, merger, extraordinary dividend, or other similar corporate transaction or event, in order to prevent dilution or enlargement of the benefits or potential benefits intended to be provided under the 2005 Plan.

If any shares of Common Stock subject to any award or to which an award relates, granted under the Existing Plan or the 2005 Plan, are forfeited, become unexercisable, or if any award terminates without the delivery of any shares, the shares of Common Stock previously set aside for such awards will be available for future awards under the 2005 Plan.

The aggregate number of shares of Common Stock that may be issued under the 2005 Plan will be reduced by one and one- half for each share delivered in settlement of any award of restricted stock, restricted stock unit, stock appreciation right (�SAR�), performance shares or performance units, and one share for each share delivered in settlement of an option.
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Types of Awards

The 2005 Plan permits the grant of the following awards:

� non-qualified stock options;

� incentive stock options;

� restricted stock;

� restricted stock units;

� stock appreciation rights;

� performance shares; and,

� performance units.
Awards may be granted alone, in addition to, or in combination with any other award granted under the 2005 Plan.

Stock Options.  Options granted under the 2005 Plan may be either incentive stock options or non-qualified stock options.  Incentive stock options are options which are designated as such by us and which meet certain requirements under Section 422 of the Internal Revenue Code (the �Code�) and the regulations thereunder.  Any option which does not satisfy these requirements will be treated as a non-qualified stock option.

The holder of an option will be entitled to purchase a number of shares of Common Stock at a specified exercise price during a specified time period, all as determined by the Committee.  The option exercise price may be payable either in cash or, at the discretion of the Committee, in shares of Common Stock having a fair market value on the exercise date equal to the exercise price.

Restricted Stock and Restricted Stock Units.  The holder of restricted stock will own shares of Common Stock subject to restrictions imposed by the Committee (including for example, restrictions on the right to vote the restricted shares or to receive any dividends with respect to the shares) and subject to forfeiture to us if the holder does not satisfy certain requirements (including, for example, continued employment with us) for a specified period of time.  The holder of restricted stock units will have the right, subject to any restrictions imposed by the Committee, to receive shares of Common Stock, or a cash payment equal to the fair market value of those shares, at some future date determined by the Committee, provided that the holder has satisfied certain requirements (including, for example, continued employment with us until such future date).

Stock Appreciation Rights (�SARs�).  Participants may be granted stand-alone SARs.  The holder of a stand-alone SAR is entitled to a distribution from us equal to the excess of the fair market value of the shares that are the subject of the SAR on the surrender date over the aggregate exercise price payable for such shares.  The holder of stand-alone SARs may receive, at the discretion of the Committee, the excess of the fair market value (on the exercise date) of the subject shares over the exercise price for such shares in the form of a cash payment or shares of Common Stock.

Performance Compensation Awards.  Participants may be granted performance compensation awards that are intended to qualify as �performance based compensation� within the meaning of Section 162(m) of the Code of 1986, as amended.  Such awards may take the form of performance shares or performance units and will be subject to the attainment of performance goals relating to the performance criteria selected by the Committee.  Performance goals must be based solely on one or more of the following business criteria: (i) cash flow; (ii) earnings per share, including earnings per share as adjusted (a) to exclude the impact of any (1) significant acquisitions or dispositions of businesses by the Company, (2) one-time, non-operating charges and (3) accounting changes (including but not limited to any accounting changes that require the expensing of stock options and any accounting changes we adopt); and (b) for any stock split, stock dividend or other recapitalization; (iii) earnings before interest, taxes, and amortization; (iv) return on equity; (v) total shareholder return; (vi) share price performance; (vii) return on capital;
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(viii) return on assets or net assets; (ix) revenue; (x) income; (xi) operating income; (xii) operating profit; (xiii) profit margin; (xiv) return on operating revenue; (xv) return on invested capital; (xvi) market price; (xvii) brand recognition/acceptance; (xviii) customer satisfaction; (xix) productivity; or (xx) sales growth and volume.  Performance goals with respect to a given award will be determined by the Board or Committee prior to expiration of the first 90 days of any performance period (or, if shorter, the maximum period permitted under Section 162(m) of the Code).

Performance shares are performance compensation awards that are denominated in terms of a specified number of shares of Common Stock, which shares or their future cash equivalent (or a combination of both) may be paid to the Participant upon achievement of applicable performance goals during a specified performance period established by the Committee.  Performance units are performance compensation awards that are denominated in terms of a specified dollar value that is set by the Committee (or that is determined by reference to a performance formula) which value may be paid in cash, in shares of Common Stock or in such combination as the Committee may determine, upon achievement of applicable performance goals during a specified performance period established by the Committee.

Certain Terms and Conditions of Awards

Change of Control.  In the event of a Change of Control (as defined in the 2005 Plan), subject to certain limitations and restrictions as more fully described in the 2005 Plan,

� options and SARs may become fully vested and immediately exercisable for the greater of the time period specified in the original option or SAR award (but subject to termination upon termination of service with us) or one year following the date of the Change of Control;

� restriction periods and restrictions imposed on restricted stock or restricted stock units and performance-based awards may lapse; and,

� restrictions and limitations and other conditions applicable to other awards may lapse, and the awards may become free of restrictions, limitations or conditions and become fully vested and transferable.
Generally, accelerated vesting or lapse of restrictions on awards held by an employee will occur only if an employee�s employment is terminated without cause or by the employee for good reason within a year after a Change in Control, the acquiring company does not assume outstanding awards or substitute equivalent awards or other conditions in the 2005 Plan are satisfied.

Termination of Employment.  Vested awards granted under the 2005 Plan will expire, terminate, or otherwise be forfeited as follows:

� three (3) months after the effective date of termination of a participant other than a non-employee director (in which case the date will be six months following the date such non-employee director ceases to be a director), including voluntary termination by the participant, other than in the circumstances described below;

� upon termination of a participant for misconduct (as defined in the 2005 Plan);

� twelve (12) months after the date on which a participant, other than a non-employee director, suffers total or permanent disability (as defined in the 2005 Plan); or

� twelve (12) months after the death of a participant.
Duration, Termination and Amendment.  The 2005 Plan will terminate the tenth anniversary of shareholder approval of the Plan, unless terminated by the Board or the Committee earlier, or extended by an amendment approved by our shareholders.  No awards may be made after the termination date.  However, unless otherwise expressly provided in an applicable award agreement, any award granted under the 2005 Plan prior to the expiration may extend beyond the end of such period through the award�s normal expiration date.
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The Board, and the Committee, may generally amend or terminate the 2005 Plan as determined to be advisable.  Shareholder approval may also be required for certain amendments by the Internal Revenue Code, the rules of NASDAQ, or rules of the Securities and Exchange Commission.  The Board or the Committee has specific authority to amend the 2005 Plan without shareholder approval to comply with legal, regulatory and listing requirements and to avoid unanticipated consequences determined to be inconsistent with the purpose of the 2005 Plan or any award agreement.

Prohibition on Repricing Awards.  Without the approval of the Company�s shareholders, no option or SAR may be amended to reduce its exercise price or grant price and no option or SAR may be canceled and replaced with an option or SAR having a lower exercise price.

Transferability of Awards.  Unless otherwise provided by the Committee, awards under the 2005 Plan may only be transferred by will or the laws of descent and distribution.  The Committee may permit further transferability pursuant to conditions and limitations that it may impose, except that no transfers for consideration will be permitted.

Automatic Grants for Non-Employee Directors

The 2005 Plan provides that each non-employee director (an �Eligible Director�) receive, as an initial grant, on the date that the person becomes an Eligible Director, a non-qualified stock option to purchase 25,000 shares of Common Stock, which shall become exercisable as to 12,500 shares on or after the first anniversary date of the grant of such option and as to the remaining 12,500 shares on or after the second anniversary date of the grant of such option.  In addition, after the initial option grant, the 2005 Plan originally provided that each Eligible Director automatically receives, on January 15 of each year, an additional non-qualified stock option for that number of shares of Common Stock that shall result in an option value of $30,000 based on the Black-Scholes method of option valuation; provided that a director will not receive an additional annual grant on the first January 15 date that occurs after the initial grant unless the initial grant date is at least 270 days after the first January 15 date that occurs after the initial grant.  Commencing in 2008, the value of the annual option grant to Eligible Directors was increased from $30,000 to $40,000.  Each additional non-qualified stock option granted to Eligible Directors shall become exercisable as to one-third (1/3) of the total number of shares covered thereby on or after the first anniversary date of the grant of such option, and an additional one-third (1/3) of such total number of shares on or after each consecutive anniversary date thereafter until the option has become exercisable as to all of such total number of shares.  However, if an Eligible Director dies or retires from the Board after at least six years of continuous service, any unvested options or other awards held by the Eligible Director shall become fully vested as of the date of death or retirement.  In addition to the foregoing option grants, each non-employee director may receive other types of award grants under the 2005 Plan at the discretion of the Board and Compensation Committee; provided, however, that non-employee directors are not eligible to receive incentive stock options.

Each non-qualified stock option granted to Eligible Directors pursuant to the automatic grant provisions will have an exercise price equal to 100% of the fair market value of a share of Common Stock on the grant date and shall expire upon the earliest of: (i) ten years from the date the option was granted, (ii) the termination of the Plan, and (iii) six months after the date on which the person ceases to be any of a director, consultant or employee of the Company and its subsidiaries, except that if the cessation of services was caused by the person�s death or disability, the expiration of one year after the cessation of such services.

Federal Income Tax Consequences

The federal income tax consequences of awards under the 2005 Plan to us and our employees, officers, directors and consultants are complex and subject to change.  The following discussion is only a summary of the general rules applicable to the 2005 Plan.  Recipients of awards under the 2005 Plan should consult their own tax advisors since a taxpayer�s particular situation may be such that some variation of the rules described below will apply.
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Non-qualified Options.  Under current federal income tax law, the grant of a non-qualified option under the 2005 Plan will have no federal income tax consequences to us or the optionee (unless the options are publicly traded).  Generally, upon exercise of a non-qualified stock option granted under the 2005 Plan, the excess of the fair market value of the stock at the date of exercise over the option price (the �Spread�) is taxable to the optionee as ordinary income and is subject to withholding.  All such amounts taxable to an employee are deductible by us as compensation expense.  The deduction will be allowed for our taxable year which includes the end of the taxable year in which the optionee includes an amount in income.

Code Section 162(m) generally denies a tax deduction to any publicly held corporation for compensation that exceeds one million dollars paid to certain senior executives in a taxable year, subject to an exception for �performance based compensation� as defined in the Code and subject to certain transition provisions.  We have structured the 2005 Plan and intend to structure any stock option grants to senior executive officers who may be subject to Code Section 162(m) in a manner that is intended to satisfy the performance-based compensation exception.  However, we reserve the authority to award non-deductible compensation as we deem appropriate.  In addition, notwithstanding our efforts, ambiguities and uncertainties regarding the application and interpretation of Code Section 162(m) make it impossible to provide assurance that performance-based compensation will, in fact, satisfy the requirements for deductibility under Code Section 162(m).  Thus, Code Section 162(m) could limit the deductibility of compensation related to the exercise of options granted under the 2005 Plan.

Generally, the shares received on exercise of an option under the 2005 Plan are not subject to restrictions on transfer or risks of forfeiture and, therefore, the optionee will recognize income on the date of exercise of a non-qualified stock option.  However, if the optionee is subject to Section 16(b) of the Exchange Act, the Section 16(b) restriction will be considered a substantial risk of forfeiture for tax purposes.  Under current law, employees who are either our directors or officers will be subject to restrictions under Section 16(b) of the Exchange Act during their term of service and for up to six months after termination of such service.  SEC Rule 16b-3 provides an exemption from the restrictions of Section 16(b) for the grant of derivative securities, such as stock options, under qualifying plans.  Because the 2005 Plan satisfies the requirements for exemption under SEC Rule 16b-3, the grant of options will not be considered a purchase and the exercise of the options to acquire the underlying shares of Common Stock will not be considered a purchase or a sale.  Thus, ordinary income will be recognized and the Spread will be measured on the date of exercise.

The taxable income resulting from the exercise of a non-qualified stock option will constitute wages subject to withholding and we will be required to make whatever arrangements are necessary to ensure that funds equaling the amount of tax required to be withheld are available for payment, including the deduction of required withholding amounts from the optionee�s other compensation and requiring payment of withholding amounts as part of the exercise price.  The tax basis for the Common Stock acquired is the option price plus the taxable income recognized.  An optionee will recognize gain or loss on the subsequent sale of shares acquired upon exercise of a non-qualified stock option in an amount equal to the difference between the amount realized and the tax basis of such shares.  Such gain or loss will be long-term or short-term capital gain or loss, depending upon whether the shares have been held for more than one year.

Incentive Stock Options.  There will be no federal income tax consequences to us or the employee as a result of the grant of an incentive stock option.  The optionee also will not recognize income when the incentive stock option is exercised (subject to the alternative minimum tax rules discussed below).  Generally, we receive no deduction at the time of exercise.

In the event of a disposition of shares acquired upon exercise of an incentive stock option, the tax consequences depend upon how long the employee has held the shares.  If the employee does not dispose of the shares within two years after the incentive stock option was granted, or within one year after the incentive stock option was exercised and shares were purchased, then the employee must recognize only a long-term capital gain or loss.  We are not entitled to any deduction under these circumstances.
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If the optionee fails to satisfy either of the foregoing holding periods, then he or she must recognize ordinary income in the year of disposition (referred to as a �disqualifying disposition�).  The amount of such ordinary income generally is determined under the rules applicable to non-qualified options (see above) based on the Spread at the date of exercise.  However, such ordinary income will in no event exceed the amount of the gain realized on the sale, provided that the disposition involves an arm�s-length sale or exchange with an unrelated party.  Any gain in excess of the amount taxed as ordinary income will be treated as capital gain.  In the year of the disqualifying disposition, we are entitled to a deduction equal to the amount of ordinary income recognized by the optionee.

The Spread under an incentive stock option is treated as an adjustment in computing alternative minimum taxable income (�AMTI�) for the year of exercise.  As a result, the Spread on an incentive stock option will be included in income for purposes of the alternative minimum tax even though it is not included in taxable income for purposes of determining the regular tax liability of an optionee.  A subsequent disqualifying disposition of shares acquired upon exercise of an incentive stock option will eliminate the AMTI adjustment if the disposition occurs in the same taxable year as the exercise.  A disqualifying disposition in a subsequent taxable year will not affect the alternative minimum tax computation in the earlier year.

Payment of Option Exercise Price in Shares.  To the extent an optionee pays all or part of the option exercise price of a non-qualified stock option by tendering shares of Common Stock owned by the optionee, the tax consequences described above apply except that the number of shares of Common Stock received upon such exercise which is equal to the number of shares surrendered in payment of the option price will have the same tax basis and holding periods as the shares surrendered.  The additional shares of Common Stock received upon such exercise will have a tax basis equal to the amount of ordinary income recognized on such exercise and a holding period which commences on the day following the date of recognition of such income.  Under Treasury regulations, if an optionee exercises an incentive stock option by tendering shares of Common Stock previously acquired by the exercise of an incentive stock option that have not satisfied statutory holding period requirements, a disqualifying disposition will occur and the optionee will recognize income and be subject to other basis allocation and holding period requirements.

Restricted Stock Awards.  Stock granted under the 2005 Plan may, in the determination of the Committee, be subject to rights of repurchase and other transfer restrictions.  The tax consequences of stock granted under the 2005 Plan depends on whether the stock is subject to restrictions and if so, whether the restrictions are deemed to create a �substantial risk of forfeiture� under Code Section 83 (for example, stock granted under the 2005 Plan which is subject to our right to repurchase the stock at a price that is less than fair market value which right lapses over a period of continued employment is considered a �substantial risk of forfeiture� under Code Section 83).

If stock is not subject to a �substantial risk of forfeiture,� the recipient normally will recognize taxable ordinary income equal to the value of the stock in the year in which the stock is granted less the amount paid for that stock.  If the stock is subject to a �substantial risk of forfeiture,� the recipient normally will recognize taxable ordinary income as and when the �substantial risk of forfeiture� lapses in the amount of the fair market value of the shares no longer subject to the �substantial risk of forfeiture� less the amount paid for the stock.  Upon disposition of the stock, the recipient will recognize a capital gain or loss equal to the difference between the selling price and the sum of the amount paid for the stock plus any amount recognized as ordinary income upon grant or vesting of the stock.  The gain or loss will be long or short-term depending on how long the recipient held the stock.  In general, the holding period for the stock commences when the stock is no longer subject to a substantial risk of forfeiture.

A recipient of stock subject to a �substantial risk of forfeiture� may make an election under Code Section 83(b) to recognize ordinary income in the year the recipient purchases the restricted stock, rather than waiting until the �substantial risk of forfeiture� lapses.  If the stock recipient makes a Section 83(b) election, the recipient will be required to recognize as ordinary income in the year the recipient purchases the stock the difference, if any, between the fair market value of the stock on the purchase date and the purchase price paid.  If the stock recipient makes a Section 83(b) election, the recipient will not be required to recognize any income when the �substantial risk of forfeiture lapses.�
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Generally, with respect to employees, we are required to withhold from regular wages or supplemental wage payments an amount based on the ordinary income recognized.  Subject to the requirement of reasonableness, the provisions of Section 162(m) of the Code and the satisfaction of a tax reporting obligation, we will generally be entitled to a business expense deduction equal to the taxable ordinary income realized by the stock recipient.

Stock Appreciation Rights.  Generally, the recipient of a SAR will not recognize any taxable income at the time the SAR is granted.  With respect to stand-alone SARs, if the holder receives the appreciation inherent in the SARs in cash, the cash will be taxable as ordinary compensation income to the employee at the time that it is received.  If the holder receives the appreciation inherent in the stand-alone SARs in stock, the holder will recognize ordinary compensation income equal to the excess of the fair market value of the stock on the day it is received over any amounts paid by the holder for the stock.

The income recognized by the holder of a stand-alone SAR will generally be subject to U.S. income tax withholding and employment taxes.

In general, we will not be entitled to a federal income tax deduction upon the grant or termination of stand-alone SARs.  However, upon the exercise of a stand-alone SAR, we will be entitled to a deduction for federal income tax purposes equal to the amount of ordinary income that the holder is required to recognize as a result of the exercise, provided that the deduction is not otherwise disallowed under the Code.

Performance Compensation Awards.  Generally, the recipient of a performance compensation award will not recognize any taxable income at the time the award is made but will generally recognize taxable income at the time the award is paid.  If the performance compensation award is payable in cash, the cash will be taxable as ordinary compensation income to the participant at the time that it is received.  If the holder receives the performance compensation award in stock, the participant will recognize ordinary compensation income equal to the excess of the fair market value of the stock on the day it is received over any amounts paid by the holder for the stock.

The income recognized by the holder of a performance compensation award will generally be subject to U.S. income tax withholding and employment taxes.

In general, we will not be entitled to a federal income tax deduction upon the grant or termination of performance compensation awards.  However, upon payment of a performance compensation award, we will be entitled to a deduction for federal income tax purposes equal to the amount of ordinary income that the participant is required to recognize as a result of such payment, provided that the deduction is not otherwise disallowed under the Code.

Compliance with Section 409A of the Code.  Code Section 409A imposes requirements on non-qualified deferred compensation plans.  The requirements include the timing of elections to defer, the timing of distributions and prohibitions on the acceleration of distributions.  Failure to satisfy these requirements may result in the immediate taxation of the arrangement, the imposition of an additional 20% income tax on the participant and the possible imposition of interest and penalties on the unpaid tax.  Proposed regulations generally provide that the type of equity incentives provided under the 2005 Plan will not be considered non-qualified deferred compensation.  However, some awards could be covered by Section 409A of the Code.  For example, the grant or modification of a stock option or stock appreciation right with an exercise price less than fair market value of the underlying Common Stock could constitute non-qualified deferred compensation.  In such event, the administrator normally would expect to design and administer any such award in a manner that ordinarily should avoid adverse federal income tax consequences under Section 409A of the Code to any affected participant.  In the event that a grant or award under the 2005 Plan is determined to constitute �non-qualified deferred compensation� that would be subject to additional tax under Section 409A of the Code, the Compensation Committee has the authority to impose such additional conditions as it deems necessary to avoid the imposition of the additional tax.
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Amended 2005 Plan Benefits

Because awards under the 2005 Plan are discretionary, it is not possible to determine the benefits or amounts that will be received in the future by individual employees or groups of employees under the 2005 Plan.  As of the Record Date, options to purchase an aggregate of 2,389,891 shares of Common Stock at a weighted average exercise price of $16.12 per share were outstanding under the 2005 Plan, 620,051 shares were subject to restricted stock grants and 710,748 shares were available for grant.  If the shareholders approve amendments to the 2005 Plan contemplated by this proposal, the aggregate number of shares which may be issued under the 2005 Plan shall increase by 1,200,000 newly authorized shares.

Vote Required

Ratification and approval of the 2005 Plan, as amended, requires the affirmative vote of the holders of a majority of the shares of our Common Stock present, or represented, and entitled to vote at the Annual Meeting.

Board Recommendation

THE BOARD OF DIRECTORS RECOMMENDS THAT THE SHAREHOLDERS VOTE FOR THE APPROVAL OF THE BJ�S RESTAURANTS, INC. 2005 EQUITY INCENTIVE PLAN, AS AMENDED.
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RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITOR

(PROPOSAL NO. 4 ON PROXY CARD)

The Audit Committee has appointed Ernst & Young LLP as our independent auditor for the fiscal year ending December 28, 2010, and the Board is recommending shareholders ratify that appointment at the Annual Meeting.  Ernst & Young LLP does not have, and has not had at any time, any direct or indirect financial interest in us or any of our subsidiaries and does not have, and has not had at any time, any relationship with us or any of our subsidiaries in the capacity of promoter, underwriter, voting trustee, director, officer, or employee.  Neither BJ�s nor any of our officers or directors has or has had any interest in Ernst & Young LLP.

As a matter of good corporate governance, the Board has determined to submit the appointment of Ernst & Young LLP to the shareholders for ratification.  In the event that this appointment of Ernst & Young LLP is not ratified by a majority of the shares of Common Stock present or represented at the Annual Meeting and entitled to vote on the matter, the Audit Committee will reconsider its appointment of an independent registered public accounting firm for future periods.

Representatives of Ernst & Young LLP will be present at the Annual Meeting, will have an opportunity to make statements if they so desire, and will be available to respond to appropriate questions.

Notwithstanding the ratification by shareholders of the appointment of Ernst & Young LLP, the Board of Directors or the Audit Committee may, if the circumstances dictate, appoint other independent auditors.

Fees Billed by Ernst & Young LLP

The following table sets forth the aggregate fees billed to us for the fiscal years ended December 29, 2009 (fiscal 2009) and December 30, 2008 (fiscal 2008) by our independent auditor, Ernst & Young LLP:

2009 2008
Audit Fees (1) $ 364,500 $ 365,500
Audit Related Fees � �
Tax Fees (2) $ 5,034 �
All Other Fees � �

(1) These amounts represent fees of Ernst & Young LLP for the audit of our consolidated financial statements, the review of consolidated financial statements included in our quarterly Form 10-Q reports, the audit of our management�s assessment of internal controls over financial accounting and reporting as required by the Sarbanes-Oxley Act of 2002, and the services that an independent auditor would customarily provide in connection with audits, regulatory filings and similar engagements for the fiscal year.

(2) Consists of fees payable in connection with the preparation and filing of IRS Form 3115, relating to changes in methods of accounting for tax reporting purposes.
Pre-Approval Policies and Procedures

The Audit Committee has established policies and procedures for the approval and pre-approval of audit services and permitted non-audit services.  The Audit Committee has the responsibility to appoint and terminate our independent auditors, to pre-approve their performance of audit services and permitted non-audit services, to approve all audit and non-audit fees, and to set guidelines for permitted non-audit services and fees.  All the fees for fiscal 2009 and 2008 were pre-approved by the Audit Committee or were within pre-approved guidelines for permitted non-audit services and fees established by the Audit Committee, and there were no instances of waiver of approval requirements or guidelines during the same periods.
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STOCK OWNERSHIP OF CERTAIN

BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regarding the beneficial ownership of our Common Stock as of April 14, 2010 by: (a) each of our directors, (b) each executive officer identified in the Summary Compensation Table, (c) all of our executive officers and directors as a group and (d) each person known by us to be the beneficial owner of 5% or more of the outstanding shares of our Common Stock.  Ownership of less than 1% is indicated by an asterisk.

Shares Beneficially
Owned (1)

Name and Address (2)
Number of
Shares (3)

Percentage of
Class (3)

The Jacmar Companies 4,148,976(4) 15.36% 

William H. Tilley

c/o The Jacmar Company

2200 W. Valley Boulevard

Alhambra, CA 91803

FMR LLC 3,961,964(5) 14.67% 

82 Devonshire Street

Boston, MA 02109

Eagle Asset Management, Inc. 2,161,528(6) 8.00% 

880 Carillon Parkway

St. Petersburg, FL 33716

BlackRock, Inc. 1,851,180(7) 6.85% 

40 East 52nd Street

New York, NY 10022

Morgan Stanley 1,804,359(8) 6.68% 

1585 Broadway

New York, NY 10036

Gerald W. Deitchle 396,093(9) 1.45% 

James A. Dal Pozzo 4,225,568(10) 15.62% 

Shann M. Brassfield 113,857(11) *

John F. Grundhofer 85,268(12) *

J. Roger King 80,818(13) *

Larry D. Bouts 109,499(14) *

Peter A. Bassi 59,499(15) *

William J. Hyde, Jr. -0-(16) *

Gregory S. Levin 108,349(17) *
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Gregory S. Lynds 74,638(18) *

Wayne L. Jones 10,230(19) *

Matthew J. Kimble 5,000(20) *

All directors and executive officers as a group (16 persons) 5,566,736(21) 19.85% 

* Less than 1%
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(1) The persons named in the table, to our knowledge, have sole voting and sole investment power with respect to all shares of Common Stock shown as beneficially owned by them, subject to community property laws where applicable and the information contained in the footnotes hereunder.

(2) The address of our officers and directors is at our principal executive offices at 7755 Center Avenue, Suite 300, Huntington Beach, California 92647.

(3) Shares of Common Stock which a person had the right to acquire within 60 days are deemed outstanding in calculating the percentage ownership of the person, but not deemed outstanding as to any other person.  Does not include shares issuable upon exercise of any options issued by us which are not exercisable within 60 days from the date hereof.

(4) Consists of 2,624,129 shares held of record by The Jacmar Companies, 1,384,621 shares held by the William H. Tilley Trust, 15,000 shares held by the William Tilley SEP IRA, 76,000 shares held by The William Tilley Family Foundation and 49,226 shares held by Tilley family members and affiliates.  The Jacmar Companies are controlled by William H. Tilley whose address is the same as that of the Jacmar Companies.  See �Certain Relationships and Related Transactions.�

(5) Based solely on a Schedule 13G filed on February 12, 2010, it is our belief that FMR LLC beneficially owned the number of shares indicated as of December 31, 2009 as a result of acting as investment adviser to various investment companies registered under Section 8 of the Investment Company Act of 1940, including Fidelity Growth Company Fund, which owned 2,674,364 of the shares beneficially owned by FMR LLC as of December 31, 2009.

(6) Based solely on a Schedule 13G/A filed on January 26, 2010, it is our belief that Eagle Asset Management, Inc., a Florida corporation, is the beneficial owner of the shares in question as of December 31, 2009.

(7) Based solely on a Schedule 13G filed on January 29, 2010, it is our belief that BlackRock, Inc. beneficially owned the number of shares indicated as of December 31, 2009.

(8) Based solely on a Schedule 13G/A filed on February 12, 2010, it is our belief that Morgan Stanley beneficially owned the number of shares indicated as of December 31, 2009.  Morgan Stanley is the parent corporation of Morgan Stanley Investment Management, Inc., which is an investment adviser having beneficial ownership of a substantial portion of the shares in question.

(9) Consists of 23,153 shares of Common Stock held of record by the Deitchle Family Trust, 8,000 shares of Common Stock held in Mr. Deitchle�s IRA and 364,940 shares of Common Stock purchasable upon exercise of options.

(10) Consists of 2,624,129 shares held of record by The Jacmar Companies, 46,324 shares held by Mr. Dal Pozzo, 76,000 shares held by The William Tilley Family Foundation (of which Mr. Dal Pozzo is Secretary and a Director), 1,433,847 shares held by various Tilley family trusts (of which Mr. Dal Pozzo is co-trustee) and 45,268 shares of Common Stock purchasable upon exercise of options.  Mr. Dal Pozzo is an executive officer and director of The Jacmar Companies.  See �Certain Relationships and Related Transactions.�

(11) Consists of 102,300 shares held of record by the Shann M. Brassfield Revocable Trust, 8,402 shares of Common Stock of which Mr. Shann Brassfield is the beneficial owner and 3,155 shares of Common Stock purchasable upon exercise of options.  Mr. Brassfield is an executive officer and director of Golden Resorts, Inc., which is controlled by his father Jerry G. Brassfield.

(12) Consists of 64,899 shares of Common Stock of which Mr. Grundhofer is the beneficial owner and 20,369 shares of Common Stock purchasable upon exercise of options.

(13) Consists of 20,550 shares of Common Stock of which Mr. King is the beneficial owner and 60,268 shares of Common Stock purchasable upon exercise of options.

(14) Consists of 65,000 shares of Common Stock of which Mr. Bouts is the beneficial owner and 44,499 shares of Common Stock purchasable upon exercise of options.

(15) Consists of 15,000 shares of Common Stock of which Mr. Bassi is the beneficial owner and 44,499 shares of Common Stock purchasable upon exercise of options.
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(16) Mr. Hyde joined the board of directors in September 2009 and owns none of our Common Stock and no exercisable options.

(17) Consists of 9,210 shares of Common Stock of which Mr. Levin is the beneficial owner and options exercisable for up to 99,139 shares of Common Stock.  See �Compensation Discussion and Analysis.�

(18) Consists of 5,006 shares of Common Stock of which Mr. Lynds is the beneficial owner and options exercisable for up to 69,632 shares of Common Stock.  See �Compensation Discussion and Analysis.�

(19) Consists of options exercisable for up to 10,230 shares of Common Stock.  See �Compensation Discussion and Analysis.�

(20) Consists of options exercisable for up to 5,000 shares of Common Stock.  See �Compensation Discussion and Analysis.�

(21) Includes 1,028,353 shares of Common Stock issuable upon exercise of options.
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COMPENSATION DISCUSSION AND ANALYSIS

ROLE OF THE COMPENSATION COMMITTEE

The Compensation Committee of the Board has the responsibility for establishing, implementing and continually monitoring adherence to our compensation philosophy.  The Compensation Committee ensures that the total compensation paid to our executive officers is fair, reasonable and competitive.  The Compensation Committee is comprised entirely of independent directors who are also non-employee directors as defined in Rule 16b-3 under the Securities Exchange Act of 1934 (�Rule 16b-3�) and outside directors as defined under Section 162(m) of the Internal Revenue Code (�Code�).  The Compensation Committee reviews the performance of our officers and key employees and reports to the Board of Directors.  In such capacity, the Compensation Committee administers our executive compensation plans, reviews our general compensation and benefit programs and policies, and monitors the performance and compensation of executive officers and other key employees.  However, the basic compensation arrangement for Mr. Deitchle is established under an employment agreement approved by the Compensation Committee and the Board of Directors and is described in the section entitled �Compensation of the Chief Executive Officer� in this Proxy Statement.  The Compensation Committee also makes recommendations regarding equity awards to executive officers and other employees pursuant to our equity compensation plans, including our 2005 Equity Incentive Plan.

The Compensation Committee�s charter establishes the various responsibilities of the Compensation Committee including those described above.  The Compensation Committee periodically reviews and revises the charter.  In addition, the Compensation Committee regularly receives reports and recommendations from management and, as appropriate, consults with legal, accounting or other advisors in accordance with the authority granted to the Compensation Committee in its charter.

Four independent directors, J. Roger King, Shann M. Brassfield, Peter A. Bassi and William L. Hyde, Jr., currently serve on the Compensation Committee.  Messrs. King, Brassfield and Bassi served as Compensation Committee members during all of fiscal 2009 and Mr. Hyde joined the Compensation Committee at the time he was appointed to our Board in September 2009.  Mr. King is the Chairman of the Compensation Committee.  Each member of the Compensation Committee meets the independence requirements specified by the applicable rules of the SEC and the NASDAQ and by Section 162(m) of the Code, as determined annually by the Board.  The Chairman of the Compensation Committee reports the Compensation Committee�s actions and recommendations to the Board of Directors following each Compensation Committee meeting.

Executive Officers

The named executive officers of the Company held the following positions as of April 14, 2010:

Name Position Age
Gerald W. Deitchle Chairman of the Board, President and Chief Executive Officer 58
Gregory S. Levin Executive Vice President, Chief Financial Officer and Secretary 42
Gregory S. Lynds Executive Vice President and Chief Development Officer 48
Wayne L. Jones Executive Vice President and Chief Restaurant Operations Officer 50
Matthew J. Kimble Chief Human Resources Officer 58

Role of Executive Officers in Compensation Decisions

The Compensation Committee makes all final decisions regarding the compensation of executive officers, including base salaries, and cash-based and equity-based incentive compensation programs.  The Compensation Committee and the Chief Executive Officer annually review the performance of the other executive officers.  This annual review is based on the individual performance objectives established annually for each executive officer as well as the Chief Executive Officer�s perspective on the performance of each executive officer.  Any recommendations or conclusions made by the Chief Executive Officer based on the executive officer�s annual review, including with respect to salary adjustments and annual award amounts, are presented to
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the Compensation Committee which, in turn, exercises its independent discretion to approve, disapprove or modify any recommended compensation adjustments or rewards.  The Compensation Committee annually reviews the performance of the Chief Executive Officer.

Overview of Compensation Philosophy and Program

The Compensation Committee believes that executive compensation should be closely aligned with our performance on both a short-term and a long-term basis.  In addition, the Compensation Committee believes that compensation should be designed to assist us in attracting and retaining management personnel that are critical to our long-term success.  To that end, the Compensation Committee believes that executive compensation should be comprised of three principal components:

� annual base salary;

� performance-based annual cash incentive bonuses, which are dependent on our annual consolidated financial performance and, for most executives, their individual performance; and,

� long-term incentive compensation in the form of stock options, restricted stock units or other equity-based awards that are designed to align executive officers� interests with those of shareholders by rewarding outstanding performance and providing long-term incentives.
The Compensation Committee considers a variety of factors when it establishes the amount of total compensation to award to executive officers each year.  Among these factors are:

� the amount of total compensation paid to our executives compared to amounts paid to similar executives at targeted peer group companies both for the prior year and over a multi-year period;

� the value of equity-based compensation awarded in prior years;

� internal pay equity considerations; and,

� broad trends in executive compensation generally and within the restaurant industry.
Determining Executive Compensation

We have structured our annual and long-term incentive-based cash and non-cash executive compensation programs to motivate executives to achieve our business goals and reward them for achieving these goals.  The Compensation Committee determines relevant market data and alternatives to consider when making compensation decisions regarding the executive officers.  The Compensation Committee generally makes its annual executive compensation decisions at its meeting held in December of each year.  Additionally, the Compensation Committee meets after our annual financial results have been audited by our independent auditor to finalize the most recently completed fiscal year�s annual incentive calculations for executives and other applicable employees.

In determining executive compensation, the Compensation Committee reviews base pay, annual cash bonus and equity awards for the current year and on a cumulative basis.  The Compensation Committee also receives information regarding the performance of each executive based upon predetermined individual objectives and other attributes.  Additionally, the Compensation Committee routinely uses third party human resource and compensation consulting firms, as well as compares executive compensation levels and practices for executives holding comparable positions at targeted comparator group companies, to aid the Compensation Committee in setting compensation at competitive levels.  For fiscal 2009 executive compensation, the Compensation Committee used Semler Brossy Consulting Group, LLC to analyze the comparator group.  Generally, the Compensation Committee�s philosophy is to target annual executive compensation to executives at approximately the 50th percentile of the comparator group.  The Compensation Committee believes that targeting
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total compensation at approximately the 50th percentile enables us to remain competitive with our peers in attracting and retaining executive talent.  However, the Compensation Committee does not use formulas or specifically set the compensation for our executives based solely on this industry data or based on a specific percentile of this industry data.  Instead, the Compensation Committee uses this information and the executive�s level of responsibility and experience, as well as the executive�s success in achieving business objectives and their overall leadership qualities, in determining the executive�s compensation.  The Compensation Committee believes that this approach allows it to take into consideration the executive�s overall contribution to us in determining executive compensation rather than relying solely on specific peer group targets.

The Compensation Committee did not undergo an analysis of the comparable companies in establishing 2010 executive compensation as a result of the extensive compensation analysis performed by Semler Brossy Consulting Group, LLC completed in the prior year.  The comparable companies used in this assessment were:

Benihana Mortons Restaurant Group
California Pizza Kitchen Peet�s Coffee & Tea
CEC Entertainment PF Chang�s China Bistro
Cheesecake Factory Red Robin Gourmet Burgers
Chipotle Mexican Grill Ruth�s Chris Steakhouse
McCormick & Schmicks Seafood Restaurants Texas Roadhouse

The Compensation Committee believes that the above peer group represents the optimal cross-section of companies for which we compete for talent or which are similar to us in size and business focus.  For example California Pizza Kitchen and Cheesecake Factory are both Southern California companies and therefore compete directly with us for executive talent, while the other companies listed are similar in size from a restaurant or revenue perspective or are considered high-growth restaurant concepts in which we compete for talent.  Because our management team, as well as the institutional investment community, generally assess our performance by reference to other companies in our industry, the Compensation Committee believes that setting compensation by reference to that same group would allow for the most meaningful comparisons of our actual performance against our peers, and therefore would enable the Compensation Committee to best structure compensation packages for our executive officers in a manner rewarding superior operating performance and the creation of shareholder value.

A significant percentage of total compensation is allocated to incentive compensation as a result of the philosophy mentioned above.  There is no pre-established policy or target for the allocation between either cash and non-cash or short-term and long-term incentive compensation.  The Compensation Committee gathers and reviews data from either Mercer Human Resource Consulting (fiscal 2008) or Semler Brossy Consulting Group, LLC (fiscal 2009) as well as relevant information from industry sources, SEC filings and other publicly available sources to determine the appropriate level and mix of incentive compensation.  Income from such incentive compensation is realized as a result of our performance or the individual, depending on the type of award, compared to established goals.

The results of Semler�s assessment indicated that Mr. Deitchle�s total compensation was near the 25th percentile for comparable companies surveyed.  For Messrs. Levin, Lynds, Jones and Kimble base pay was in the 25th to 50th percentile for comparable companies surveyed at that time.

In addition to Mercer Human Resource Consulting and Semler Brossy Consulting Group, the Compensation Committee also engaged the Hay Group to advise them in connection with the negotiation of Mr. Deitchle�s new employment agreement for fiscal 2010 (discussed elsewhere in this Proxy Statement).  Specifically, the Hay Group was hired to advise the Compensation Committee with respect to the reasonableness of Mr. Deitchle�s compensation under his new employment agreement when compared to general restaurant industry standards.
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Elements of Executive Compensation

Base Salary.  Base salaries for executive officers are generally reviewed on an annual basis and at the time of promotion or other change in responsibilities.  Increases in base salary are determined using both objective and subjective factors, such as the level of responsibility, individual performance, level of pay, both of the executive in question and other similarly situated executives, and the comparative group companies� base salary levels.  For fiscal 2010, the Compensation Committee elected to provide its executive officers with modest increases in their base salaries over the amounts paid in fiscal 2009 to maintain the competitiveness of the their total compensation.

Annual Incentive Bonus.  Each executive officer participates in our annual Performance Incentive Plan (�PIP�).  Annual bonuses under the PIP are generally determined based on a percentage of each officer�s base salary, which for 2009, ranged from 35% to 65%.  The Compensation Committee approves and recommends to the Board of Directors the objective performance measure or measures, bonus target percentages and all other terms and conditions of awards under the PIP.  For fiscal 2009, the principal objective performance measure used by the Compensation Committee for the purposes of the PIP was consolidated income before interest income/expense, certain non-recurring charges and income taxes.  The Compensation Committee decided to exclude interest income/expense in the 2009 target due to the volatility of the financial markets which can have an uncontrollable impact on our interest income/expense.  Additionally, the Compensation Committee determined to exclude the impact of certain pre-tax charges related to the legal settlement and disposal of the Company�s auction rate securities investment portfolio.  As such, the Compensation Committee believes that adjusted consolidated income before interest and income taxes give a more definitive target that is largely within management�s ability to influence and control.  In addition to the formula-based PIP, the Compensation Committee may exercise its discretion to modify an annual incentive bonus for any executive based on other performance factors.

Under the fiscal 2009 PIP, 67% of the executives� incentive bonus (other than for the Chief Executive Officer � see �Compensation of the Chief Executive Officer�) was based on the degree of achievement of our consolidated pre-tax income target, as adjusted for any non-cash charges that are noted above.  The remaining 33% of the 2009 PIP incentive bonus was based on each executive�s achievement of certain agreed-upon individual performance objectives.  For example, if the executive�s base salary was $100,000 and his/her total PIP incentive bonus was 25% of base salary (or $25,000), then 67% of the $25,000 total bonus (or $16,750) would be driven by the degree of achievement of the consolidated income before interest and income taxes target, and 33% of the $25,000 total bonus (or $8,250) would be driven by the degree of achievement of individual performance objectives.  The specific individual performance objectives established for each executive officer takes into account certain factors including the contributions of these officers to the success of our key strategic initiatives, as well as each officer�s personal development.  These individual performance objectives usually change each year based on the strategic initiatives for the year and other factors.

Our targeted consolidated income before interest and income taxes for fiscal 2009, as adjusted for the aforementioned non-cash charges, was $18.9 million.  The 2009 PIP also provided for a sliding scale of potential incentive award percentages, depending on the executive level within the Company, starting with a required minimum performance threshold of at least 80% of target for any incentive to be earned under this section of the PIP and capping at 150% of target achievement.  For fiscal 2009, our actual consolidated pre-tax income, as adjusted, was $19.7 million or approximately 104% of target.  Because we achieved 104% of our target, under our sliding scale calculation we paid bonuses representing 108% to 140% of the target amount for this section of the PIP.

The remaining 33% of the 2009 PIP incentive bonus is based on individual performance goals, except for Mr. Deitchle, whose entire fiscal 2009 PIP incentive bonus was based on consolidated income before interest and income taxes because he is responsible for the financial performance of the entire Company.  We believe individual bonus goals for certain executives are appropriate primarily to drive individual performance against strategic corporate initiatives.  These individual goals are determined annually in conjunction with our strategic
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initiatives and are presented to the Compensation Committee and Board of Directors at our annual strategic planning meeting.  For fiscal 2009, we had nine strategic initiatives in which individual performance goals were established.  These nine strategic initiatives were as follows:

� Building sales through improved four wall productivity;

� Building sales through merchandising and marketing;

� Building �four-wall� restaurant profit margins through improved productivity and efficiency;

� Delivering �Gold Standard� hospitality and service;

� Delivering �Gold Standard� food and beer;

� Increasing facility capacity and productivity;

� Developing stronger talent at all levels;

� Further transitioning and optimizing brewing operations; and,

� Minimizing risk and improving restaurant support and communications.
At the end of the year, the Compensation Committee, with the input from the Chief Executive Officer, reviews the individual performance goals of the respective executive officers; determines which performance goals were achieved; and, determines the resulting incentive bonus earned for this component of the PIP.  The table below shows the fiscal 2009 target annual incentive bonus for each named executive officer as compared to the actual fiscal 2009 bonus payout.

Fiscal 2009 Annual Incentive Bonus Plan Target Bonus vs. Actual Payout

Name
Target Bonus (as a

% of Base Pay)
Actual Bonus (as a

% of  Target Bonus)
Gerald W. Deitchle 65% 140% 
Gregory S. Levin 45% 118% 
Gregory S. Lynds 45% 127% 
Wayne L. Jones 45% 103% 
Matthew J. Kimble 35% 100% 

The Compensation Committee approved the fiscal 2010 PIP at its December 2009 meeting.  The basic terms, conditions, structure and percentage metrics of the fiscal 2010 PIP are substantially the same as that for the 2009 PIP.

Long-Term Equity Compensation.  We design our long-term incentive compensation to drive long-term company performance, to align the interests of our executives with those of our shareholders and to retain executives through long-term vesting and wealth accumulation.  In fiscal 2009, long-term incentive compensation took the form of stock option awards and restricted stock units for executive officers based on prior year�s performance.  The Compensation Committee targeted a specific economic value for annual equity awards and then granted one half of the economic value in stock options and the other half of the economic value in restricted stock units.  The current allocation may change in the future, or may change for specific circumstances involving a given executive.  The amount of annual equity awards granted to executive officers is based on a target economic value, which is generally set at approximately the 50th percentile of comparator group companies for comparable positions.  However, as discussed above, in specific cases we set the target economic value of the equity award higher or lower than the median where appropriate based on factors such as our prior year performance and individual executive performance.
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Beginning in 2007, all of our restaurant general managers, executive kitchen managers, regional kitchen operations managers, directors of operations, area vice presidents and certain brewery operations positions became eligible to receive restricted stock units in accordance with our Gold Standard Stock Ownership Program under our 2005 Equity Incentive Plan.  This program is designed to increase employee retention and to promote long-term wealth building based on ownership of our restricted stock units.  Ownership of restricted stock units is dependent on the participant�s extended service with us in their respective positions and their achievement of certain agreed-upon performance objectives during that service period (generally 5 years).

Stock Options.  In determining the size of annual stock option grants to executive officers, the Compensation Committee bases its determinations and recommendations to the Board of Directors on such considerations as the value of total direct compensation for comparable positions in comparative group companies, company and individual performance against the strategic plan for the prior fiscal year, the number and value of stock options previously granted to the executive officer, the allocation of overall share awards attributed to executive officers and the relative proportion of long-term incentives within the total compensation mix.

All stock options granted by us during fiscal 2009 were granted as non-qualified stock options with an exercise price equal to the closing price of our Common Stock on the date of grant (except for annual stock option grants which utilize the average closing price of our Common Stock for the last five trading days of the fiscal year).  Accordingly, stock options will have value only if the market price of our Common Stock increases after that date.  Stock options granted to our executive officers generally vest in five equal annual installments.  Because employees will only realize value from their options if our stock price increases over the exercise price, the vesting schedule is designed to provide our employees with an incentive to work toward increasing the long-term value of our Common Stock.

Restricted Stock and Restricted Stock Units (�RSUs�).  Restricted stock awards differ from stock options in that the primary purpose of restricted stock awards is to provide a component of equity-based compensation that, unlike stock options, has a measurable value to recipients immediately upon their grant, which we believe helps with overall retention.  Such awards, when vested, are generally paid in shares and thereby have little or no out-of-pocket cost to the recipients, other than related income tax obligations.

The Compensation Committee believes that restricted stock and restricted stock unit awards may also be effective in attracting, motivating and retaining high quality management talent for all levels of our organization.  Beginning in 2007, all of our restaurant general managers, executive kitchen managers, regional kitchen operations managers, directors of operation, area vice presidents and certain brewery operations positions became eligible for the Gold Standard Stock Ownership Program under our 2005 Equity Incentive Plan.  This program is a long-term wealth building program based on our RSUs that is dependent on the participant�s extended service with us in their respective positions and their achievement of certain agreed upon performance objectives during that service period (generally 5 years).  We also believe our grants of RSUs will assist certain key employees with their retirement planning through the potential wealth accumulation benefits of these grants.

Executive Benefit and Perquisites.  Pursuant to his employment agreement, Mr. Deitchle is entitled to certain fringe benefits including up to $3,000 per year for unreimbursed out-of-pocket costs associated with an annual physical examination, use of a company automobile or automobile allowance and the right to participate in our customary executive benefit plans.  Other executive officers are entitled to receive customary vacation benefits, automobile allowances, family health insurance and the right to participate in our customary executive benefit plans.
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Equity Grant Timing Practices

The Compensation Committee and the Board have adopted guidelines for equity grant timing practices.  The guidelines approved by the Board are as follows:

Regular Annual Equity Grant Dates.  Annual equity grants are presented and approved at the meeting of the Compensation Committee held in December of each year, before fiscal year-end earnings are released.  The regular annual equity grant date for all employees, including executive officers, is the first business day of the new fiscal year and the exercise price for the annual stock option grants is determined using the average of the closing price of our Common Stock for the last five trading days of the fiscal year.

For annual grants of restricted stock units, the Compensation Committee approves a specific dollar amount to be granted to each recipient and the number of shares is thereafter determined by dividing the dollar amount approved by the Compensation Committee by the average of the closing market price of our Common Stock for the last five trading days of the fiscal year.

New Hire Grant Dates.  Prior to 2007, stock option grants to newly-hired employees that fall within parameters previously set by the Compensation Committee were approved by written action by the Chief Executive Officer.  Beginning in 2007, the Chief Executive Officer requested that all equity award grants to newly-hired employees be approved by the Compensation Committee prior to the new employee�s first day of employment.  These grants occur on the first day of employment as stated in the offer letters for new employees, unless the first day of employment for a new company officer is during one of our stock trading �black-out� periods, in which case the grants occur on the first trading day subsequent to the end of our �black-out� period.  The exercise price is always the closing price of our Common Stock on the date of grant.  Options granted to new employees generally vest ratably over five years.  Beginning in 2008, we also began issuing restricted stock units to our newly-hired employees.  The number of restricted stock units granted to our new employees is determined by dividing the approved dollar amount by the closing market price of our Common Stock on the date of grant.  These restricted stock units generally vest at 20% per year or in five equal annual installments.

Participants in Our Gold Standard Stock Ownership Program (�GSSOP�).  Beginning in 2007, all of our restaurant general managers, executive kitchen managers, regional kitchen operations managers, directors of operations, area vice presidents and certain brewery related positions became eligible for the Gold Standard Stock Ownership Program under our 2005 Equity Incentive Plan.  New participants receive their grants on the first day of each month subsequent to their acceptance into the program in accordance with the GSSOP documentation.  The number of RSUs granted to a participant in the GSSOP is determined by their position and calculated as the dollar amount of their grant, as determined in the GSSOP document, divided by the closing market price of our Common Stock on the date of grant.  All RSUs under the GSSOP �cliff vest� after five years from the date of grant.

All Other Grants.  Our general practice is to issue equity grants annually or upon new employment as described above.  In those instances when equity awards occur during the year due to employee promotions or other factors, the equity awards are approved in advance by the Compensation Committee and a future grant date is selected by the Committee.  The exercise price for such awards will always be based on the closing price of our Common Stock on the date of grant.

Compensation of the Chief Executive Officer

On January 19, 2005, we announced that Gerald W. (Jerry) Deitchle had been appointed as our President and Chief Executive Officer and his employment commenced February 1, 2005.  In June 2008, Mr. Deitchle was unanimously elected to the additional post of Chairman of the Board.  Effective January 2005, we entered into a five-year employment agreement with Mr. Deitchle that ended on December 31, 2009.  That employment agreement was automatically extended for one additional year pursuant to its terms.  On April 6, 2010, we executed a new employment agreement with Mr. Deitchle that was deemed to commence on December 30, 2009 and terminates on January 4, 2013.
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In May 2007, the Compensation Committee engaged Mercer Human Resource Consulting to evaluate the then-current compensation for our Chief Executive Officer (Mr. Deitchle), Chief Financial Officer (Mr. Levin) and Chief Development Officer (Mr. Lynds).  Mercer�s evaluation concluded that Mr. Deitchle�s then-current annual target cash compensation was below the 25th percentile of comparator companies (see list of peer group companies in the �Compensation, Discussion and Analysis� section).  As a result of this evaluation, and after also considering our performance compared to other similarly-situated casual dining restaurant companies, Mr. Deitchle�s annual base salary was increased to $420,000 for fiscal 2008 and subsequently to $450,000 for fiscal 2009.  Additionally, his annual PIP incentive bonus potential on a go forward basis was established at 65% of his annual base salary as determined based on the degree of the achievement of our consolidated financial performance target for each year.  For each 1% by which the targets are exceeded, Mr. Deitchle�s target bonus would be increased by 10% up to a maximum of 150% of the original incentive bonus.  Based on the latest executive compensation market assessment by Semler Brossy Consulting Group, LLC, conducted in 2009, Mr. Deitchle�s annual target cash compensation remained below the 25th percentile of peer restaurant companies.

For fiscal 2009, the Company achieved its adjusted targeted pre-tax income and accordingly, Mr. Deitchle received his annual incentive bonus based on the terms and calculation in accordance with our 2009 PIP program.

In connection with his initial employment as our Chief Executive Officer in 2005, Mr. Deitchle received an initial grant of stock options to purchase 275,000 shares of our Common Stock under our existing stock option plan, of which 100,000 options vested on the date of grant and 87,500 vested on each of the second and third anniversaries of the date of grant.  Additionally, Mr. Deitchle received a stock option grant of 25,000 shares upon joining our Board of Directors in November 2004, of which 12,500 options vested on each of the first and second anniversaries of the date of grant.  Per the amendments to Mr. Deitchle�s base salary and incentive compensation for fiscal 2008 and fiscal 2009, the Board agreed to grant Mr. Deitchle an equity award under our 2005 Equity Inventive Plan having a grant date value of $600,000 for both fiscal 2008 and fiscal 2009.  As such, effective on January 2, 2008 in accordance with our annual grant practice, Mr. Deitchle received an equity grant of 18,044 shares of our restricted stock units and options to acquire 43,453 shares of our Common Stock at an exercise price of $16.63 per share for fiscal 2008.  Additionally, effective on December 31, 2008 in accordance with our annual grant practice, Mr. Deitchle received an equity grant of 29,674 shares of our restricted stock units and options to acquire 42,796 shares of our Common Stock at an exercise price of $10.11 per share for fiscal 2009. Both the restricted stock units and the stock options granted for fiscal 2008 and fiscal 2009 vest ratably over five years from the date of grant.

Gerald W. Deitchle Employment Agreement

Effective April 6, 2010, we entered into a new employment agreement with Mr. Deitchle.  The following is a brief summary of the terms of Mr. Deitchle�s new employment agreement with us:

Term.  Effective as of December 30, 2009 through January 4, 2013.

Base Salary.  $500,000, subject to a minimum annual increase based on increases in the Consumer Price Index and otherwise at the discretion of the Compensation Committee.

Bonus Opportunity.  Annual bonus opportunity targeted at no less than 65% of his base salary.  Actual bonuses to be determined by the Board of Directors based upon performance criteria established by the Compensation Committee after consultation with Mr. Deitchle.

Additional Benefits.  Certain fringe benefits including up to $3,000 per year for unreimbursed out-of-pocket costs associated with an annual physical examination, the use of a company automobile or automobile allowance of up to $1,800 per month, family health insurance and the right to participate in our other executive benefit plans.  In addition, we agreed to pay up to $13,000 of Mr. Deitchle�s legal fees incurred in connection with negotiation and documentation of his employment agreement.
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Option Grant.  On December 30, 2009, Mr. Deitchle was granted an option to acquire 232,702 shares of our Common Stock at an exercise price of $18.86 per share pursuant to the terms of the 2005 Plan.  The options vest in full on the third yearly anniversary of the date of grant and expire on the tenth yearly anniversary of the date of grant.  However, if Mr. Deitchle�s employment is terminated as a result of his death or disability, these options vest on a pro rata basis based on the portion of the three-year term completed.  In addition, if Mr. Deitchle�s employment is terminated without �Cause� (as defined in the employment agreement) or by Mr. Deitchle for �Good Reason� (as defined in the employment agreement), the options shall immediately vest in full.

Retirement Benefit.  Mr. Deitchle will receive a retirement benefit of $125,000 per year for a period of five years following his separation of service from us.  The retirement benefit will vest in full on December 30, 2012.  However, (i) if Mr. Deitchle�s employment is terminated as a result of his death or disability, his retirement benefit shall immediately vest on a pro rata basis based on the portion of the three-year term completed, (ii) if his employment is terminated without Cause or for �Good Reason,� his retirement benefit shall vest in full and (iii) if his employment is terminated prior to the December 30, 2012 for Cause or without Good Reason, Mr. Deitchle shall not be entitled to any retirement benefit.

Termination.  We may terminate Mr. Deitchle�s employment at any time.  If Mr. Deitchle dies or becomes disabled, he (or his estate) will be entitled to receive any accrued but unpaid bonus or other compensation as well as a lump sum cash payment equal to a pro rata portion (based on the percentage of days employed for the year in question) of the bonus for the year in which the termination occurs in the event that the Board of Directors reasonably and in good faith determines that Mr. Deitchle was on track to satisfy the relevant performance criteria for such bonus (the �Pro Rata Bonus�).

In the event of termination without Cause or by Mr. Deitchle for Good Reason, Mr. Deitchle shall be entitled to receive the following: (i) accrued but unpaid bonus or other compensation and, to the extent that Mr. Deitchle is not covered by any other comprehensive insurance, we will pay an amount equivalent to his COBRA payments for the remainder of the term of the employment agreement or, if less, the maximum term allowable by then applicable law, and (ii) a lump sum severance equal to 100% of the base salary and car allowance that would be due to Mr. Deitchle from the date of termination through the applicable remaining term of the employment agreement plus the Pro Rata Bonus.

Board Seat and Chairmanship.  So long as Mr. Deitchle serves as our Chief Executive Officer, he shall also be Chairman of the Board unless separation of the positions of Chairman and Chief Executive Officer is required by majority vote of shareholders or otherwise mandated by law or regulation applicable to all public companies or by the listing requirements of the exchange or trading system on which our Common Stock is listed for trading.

Compensation Committee Interlocks and Insider Participation

During all of fiscal 2009, Mr. King, Mr. Brassfield and Mr. Bassi served on the Compensation Committee. Mr. Hyde joined the Compensation Committee at the time he was appointed to our Board in September 2009. No member of the Compensation Committee was, during fiscal 2009, an officer or employee of BJ�s, a former officer of BJ�s or any of its subsidiaries or had a relationship requiring disclosure by us under Item 404 of Regulation S-K.  None of our executive officers has served on the board of directors or compensation committee of any other entity that has or has had one or more executive officers who served as a member of our Board of Directors or the Compensation Committee during fiscal 2009.

Certain of the members of our Board of Directors or their affiliates have entered into transactions or arrangements with us during the past fiscal year which transactions and arrangements are described in �Certain Relationships and Related Transactions� below.
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Review of All Components of Executive Compensation

The Compensation Committee and the Board of Directors have reviewed information about all components of the compensation provided to our executive officers, including base salary, annual bonus, equity compensation (including realized gains and accumulated unrealized values on stock options), perquisites and other personal benefits and the effect of retirement and our change in control on stock option vesting.  A summary of our compensation programs, practices and internal controls, and tables quantifying the estimated values of these components for each executive, were presented to and reviewed by the Compensation Committee.

Tax and Accounting Implications

Section 162(m) of the Code disallows a federal income tax deduction to publicly held companies for certain compensation paid to our Chief Executive Officer and the four other most highly compensated executive officers to the extent that compensation exceeds $1 million per executive officer covered by Section 162(m) in any fiscal year.  The limitation applies only to compensation that is not considered �performance-based� as defined in the Section 162(m) rules.

In designing our compensation programs, the Compensation Committee considers the effect of Section 162(m) together with other factors relevant to our business needs.  We have historically taken, and intend to continue taking, appropriate actions, to the extent we believe desirable, to preserve the deductibility of annual incentive and long-term performance awards.  However, the Compensation Committee has not adopted a policy that all compensation paid must be tax-deductible and qualified under Section 162(m) of the Code.

COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Board of Directors has reviewed and discussed the Compensation Discussion and Analysis required by Item 402(b) of Regulation S-K with management and, based on such review and discussion, the Compensation Committee recommended to the Board of Directors that the Compensation Discussion and Analysis be included in this Proxy Statement.

COMPENSATION COMMITTEE

J. Roger King, Chairman Peter A. Bassi Shann M. Brassfield William L. Hyde, Jr.
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Summary Compensation Table

The following table sets forth information concerning compensation for the fiscal year ended December 29, 2009 of the current Chief Executive Officer, the current Chief Financial Officer and each of our three other most highly compensated executive officers who were serving as of December 29, 2009, and whose salary and bonus compensation for the year ended December 29, 2009 was at least $100,000.

2009 Summary Compensation Table

Name and Principal Position Year
Salary

($)
Bonus
($) (1)

Stock
Awards
($) (2)*

Option
Awards
($) (3)*

All Other
Compensation

($) Total ($)
Gerald W. Deitchle 2009 450,000 409,500 319,589 280,706 12,810(4) 1,472,605
Chairman, President and Chief Executive Officer 2008 420,000 91,000 56,157 168,185 6,984(5) 742,326

2007 375,000 203,250 � 574,292 6,984(5) 1,159,526

Gregory S. Levin 2009 315,000 167,811 161,550 98,387 12,810(4) 755,558
Executive Vice President, Chief Financial Officer and Secretary 2008 300,000 40,095 32,763 204,646 12,984(6) 590,488

2007 275,625 103,969 � 173,365 12,984(6) 565,943

Gregory S. Lynds 2009 287,500 164,048 107,700 98,387 9,210(7) 666,845
Executive Vice President and Chief Development Officer 2008 275,000 29,811 23,393 172,923 9,756(7) 510,883

2007 250,625 94,594 � 207,053 9,384(7) 561,656

Wayne L. Jones 2009 259,135 120,537 � 398,657 12,040(8) 790,369
Executive Vice President and Chief Restaurant Operations Officer

Matthew J. Kimble 2009 140,577 110,040 209,375 262,256 8,232(9) 730,480
Chief Human Resources Officer

* Consistent with SEC rules, the amounts in the �Stock Awards� and �Option Awards� columns for years 2009, 2008 and 2007 reflect the aggregate grant date fair value computed in accordance with FASB Codification Topic No. 718 (formerly, Statement of Financial Accounting Standards No. 123(R), Share-Based Payment).

(1) Bonus amounts may include amounts earned in a given fiscal year but not paid until the subsequent fiscal year.

(2) The fair value of the restricted stock units is based on the closing stock price of our Common Stock on the date of grant.

(3) The amounts in this column do not reflect amounts paid to or realized by the named individual for fiscal 2009, 2008 and 2007.  Instead, these amounts reflect the aggregate grant date fair value of awards computed in accordance with FASB Codification Topic No. 718.  There is no guarantee that, if and when these option awards are ultimately exercised, they will have this or any other value.  Pursuant to the SEC rules, the amounts shown exclude the impact of estimated forfeitures related to service-based vesting conditions.  For additional information on the valuation assumptions with respect to 2009 grants, refer to note 1 of our consolidated financial statements in the Annual Report on Form 10-K for the year ended December 29, 2009, as filed with the SEC.  See the Grants of Plan-Based Awards Table for the information on options granted in 2009.

(4) The amount shown is the estimated value of perquisites and other personal benefits in fiscal 2009, including group term life insurance ($810) and auto reimbursement/allowance ($12,000).

(5) The amount shown is the estimated value of perquisites and other personal benefits in fiscal 2008 and fiscal 2007, respectively, including group term life insurance ($984) and auto reimbursement/allowance ($6,000).
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(6) The amount shown is the estimated value of perquisites and other personal benefits in fiscal 2008 and fiscal 2007, respectively, including group term life insurance ($984) and auto reimbursement/allowance ($12,000).

(7) The amount shown is the estimated value of perquisites and other personal benefits in fiscal 2009, fiscal 2008 and fiscal 2007, respectively, including group term life insurance ($810, $1,356 and $984) and auto reimbursement/allowance ($8,400).

(8) The amount shown is the estimated value of perquisites and other personal benefits in fiscal 2009, including group term life insurance ($540) and auto reimbursement/allowance ($11,500).

(9) The amount shown is the estimated value of perquisites and other personal benefits in fiscal 2009, including group term life insurance ($232) and auto reimbursement/allowance ($8,000).
Grants of Plan-Based Awards

The following table provides certain information concerning grants of options to purchase our Common Stock and other plan-based awards made during the fiscal year ended December 29, 2009, to the persons named in the 2009 Summary Compensation Table.

2009 Grants of Plan-Based Awards

Name
Grant
Date

Stock Awards Option Awards
Number of
Securities

Underlying
Stock

Awards
(#) (1)

Grant Date
Fair Value

of Stock
Awards
($) (2)

Number of
Securities

Underlying
Option
Awards
(#) (3)

Exercise or
Base Price
of Option
Awards

($/Share) (4)

Grant
Date Fair
Value of
Option
Awards
($) (5)

Gerald W. Deitchle 12/31/08 29,674 319,589 42,796 10.11 280,706
Gregory S. Levin 12/31/08 15,000 161,550 15,000 10.11 98,387
Gregory S. Lynds 12/31/08 10,000 107,700 15,000 10.11 98,387
Wayne L. Jones 02/17/09 � � 51,151 11.68 398,657
Matthew J. Kimble 05/04/09 12,500 209,375 25,000 16.75 262,256

(1) This column shows the number of restricted stock units granted in 2009 to the Named Executive Officers.  Restricted stock units vest in five equal annual installments.

(2) The fair value of the restricted stock units is based on the closing stock price of our Common Stock on the date of grant.

(3) This column shows the number of stock options granted in 2009 to the Named Executive Officers.  All of such options vest in five equal annual installments and expire ten years from the date of grant.

(4) Reflects annual stock option grants which have an exercise price per share equal to an average of the closing prices of our Common Stock for the last five days of the fiscal year.

(5) The amounts in this column do not reflect amounts paid to or realized by the named individual for fiscal 2009.  Instead, these amounts reflect the aggregate grant date fair value of awards computed in accordance with FASB Codification Topic No. 718.  There is no guarantee that, if and when these option awards are ultimately exercised, they will have this or any other value.  The fair value of options granted was estimated at the date of grant using a Black-Scholes option pricing model.
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Outstanding Equity Awards at Fiscal Year-End

The following table sets forth information concerning equity awards for each Named Executive Officer that remained outstanding as of December 29, 2009.

Outstanding Equity Awards at December 29, 2009

Name
Grant
Date

Stock Awards Option Awards

Number of
Shares or
Units of

Stock That
Have Not

Vested
(#) (1)

Market
Value of
Shares or
Units of

Stock That
Have Not

Vested
($) (2)

Number of
Securities

Underlying
Unexercised
Options (#)
Exercisable

Number of
Securities

Underlying
Unexercised
Options (#)

Unexercisable

Option
Exercise
Price ($)

Option
Expiration

Date
Gerald W. Deitchle 11/23/04 � � 25,000 � 14.77 11/23/14

01/12/05 � � 275,000 � 14.04 01/12/15
01/04/06 � � 18,000 12,000(3) 23.26 01/04/16
01/03/07 � � 10,000 15,000(4) 19.96 01/03/17
01/02/08 14,436 271,108 8,690 34,763(7) 16.63 01/02/18
12/31/08 29,674 557,278 � 42,796(8) 10.11 12/31/18

Gregory S. Levin 09/06/05 � � 80,000 20,000(5) 20.74 09/06/15
01/03/07 � � 4,000 6,000(4) 19.96 01/03/17
01/02/08 8,421 158,146 5,069 20,279(7) 16.63 01/02/18
12/31/08 15,000 281,700 � 15,000(8) 10.11 12/31/18

Gregory S. Lynds 07/22/03 � � 90,000 � 11.26 07/22/13
04/15/04 � � 2,500 � 13.57 04/15/14
02/22/05 � � 5,926 2,964(6) 15.50 02/22/15
01/04/06 � � 9,000 6,000(3) 23.26 01/04/16
01/03/07 � � 4,000 6,000(4) 19.96 01/03/17
01/02/08 6,015 112,962 3,621 14,484(7) 16.63 01/02/18
12/31/08 10,000 187,800 � 15,000(8) 10.11 12/31/18

Wayne L. Jones 02/17/09 � � � 51,151(9) 11.68 02/17/19

Matthew J. Kimble 05/04/09 12,500 234,750 � 25,000(10) 16.75 05/04/19

(1) All restricted stock units vest in five equal installments.

(2) The fair value of the restricted stock units is based on the closing stock price of our Common Stock on the date of grant.

(3) The unexercisable options vest in five annual installments commencing January 4, 2007.

(4) The unexercisable options vest in five annual installments commencing January 3, 2008.

(5) The unexercisable options vest in five annual installments commencing September 6, 2006.

(6) The unexercisable options vest in three annual installments commencing February 22, 2008.
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(7) The unexercisable options vest in five annual installments commencing January 2, 2009.

(8) The unexercisable options vest in five annual installments commencing December 31, 2009.

(9) The unexercisable options vest in five annual installments commencing February 17, 2010.

(10) The unexercisable options vest in five annual installments commencing May 4, 2010.
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Option Exercises and Stock Vested During Last Fiscal Year

The following table sets forth information concerning each exercise of stock options during 2009 for each of the Named Executive Officers on an aggregated basis:

Option Awards Stock Awards

Name

Number  of

Shares

Acquired on
Exercise (#)

Value

Realized  on
Exercise ($)

Number  of

Shares

Acquired on
Exercise (#)

Value

Realized  on
Exercise ($)

Gerald W. Deitchle � � 3,608 40,843
Gregory S. Levin � � 2,105 23,829
Gregory S. Lynds � � 1,503 17,014
Wayne L. Jones � � � �
Matthew J. Kimble � � � �

Potential Payments upon Termination or Change in Control

The employment agreement with Mr. Deitchle discussed elsewhere in this Proxy Statement contains severance arrangements providing for the payment of certain benefits if his employment is terminated, including termination following a change in control.  In addition, in the event we terminate the employment of Mr. Levin without cause, he will be eligible to receive a severance payment of six months salary.  Further, in the event we terminate the employment of Mr. Lynds without cause (including in connection with a change in control), he will be eligible to receive a severance payment of six months salary plus an additional month for every year he was employed by us (not to exceed an aggregate of 12 months).

We also have additional severance arrangements with certain other executive officers, pursuant to which the officer is eligible to receive a severance payment of no more than six months salary in the event we terminate the officer�s employment without cause.  In addition, stock option awards granted to all employees generally provide for accelerated vesting or lapse of restrictions on awards if an employee�s employment is terminated within a year after a change in control, the acquiring company does not assume outstanding awards or substitute equivalent awards and other conditions are satisfied as described in the 2005 Plan.

The following table describes the potential payments upon termination without cause or, after our change in control, termination without cause or termination for good reason for each named executive officer:

Termination Without Cause

or Termination for Good Reason

(including Termination following
a Change in Control)

Name
Cash

Payment ($) (1)

Acceleration

of Vesting of
Awards ($) (2)

Benefits  and

Perquisites
($) (3)

Gerald W. Deitchle 450,000 1,274,168 14,625
Gregory S. Levin 157,000 613,496 6,778
Gregory S. Lynds 287,500 471,674 13,556
Wayne L. Jones � 363,172 4,519
Matthew J. Kimble 70,288 285,500 2,341

(1) Assumes a termination and base salary payments as of December 29, 2009 for each executive.

(2) Calculated based on a termination date of December 29, 2009 and the fair market value of our Common Stock as of the close on the last trading day of our fiscal year.

(3) Reflects the continuation of health benefits following the termination of employment for the period specified above.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Agreements with Related Parties

As of December 29, 2009, Jacmar Companies and their affiliates (collectively referred to herein as �Jacmar�) owned approximately 15.9% of our outstanding Common Stock.  James A. Dal Pozzo, a member of our Board of Directors, is the President of Jacmar.  Jacmar, through its specialty wholesale food distributorship, is currently our largest supplier of food, beverage and paper products.  In July 2009, after an extensive competitive bidding process, we entered into a three-year agreement with a national foodservice distribution system whose shareholders are prominent regional foodservice distributors, of which Jacmar is one.  Jacmar will continue to service our restaurants in California and Nevada, while other system distributors will service our restaurants in all other states.  Jacmar sells products to us at prices comparable to those offered by unrelated third parties.  Jacmar supplied us with $51.0 million, $46.8 million and $42.9 million of food, beverage and paper products for fiscal 2009, 2008 and 2007, respectively, which represent 47.9%, 49.5% and 53.4% of our total costs for these products, respectively.  We had trade payables due to Jacmar related to these products of $3.6 million and $2.5 million at December 29, 2009 and December 30, 2008, respectively.  The Board of Directors has reviewed the terms of the agreements relating to pricing between Jacmar and us, and believes that the terms are at least as favorable or more favorable than we could obtain from another third party offering comparable goods and services.

Procedures for Approval of Related Party Transactions

We have a written policy concerning the review and approval of related party transactions.  Potential related party transactions are identified through an internal review process that includes a review of payments made in connection with transactions in which related persons may have had a direct or indirect material interest.  Those transactions that are determined to be related party transactions under Item 404 of Regulation S-K issued by the Securities and Exchange Commission are submitted for review by the Board of Directors for approval and to conduct a conflicts-of-interest analysis.  The individual identified as the �related party� may not participate in any review or analysis of the related party transaction.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16 of the Securities Exchange Act of 1934, as amended, requires our directors and executive officers and persons who own more than 10% of a registered class of our equity securities to file various reports with the Securities and Exchange Commission concerning their holdings of, and transactions in, our securities.  Copies of these filings must be furnished to us.

To our knowledge, based solely on a review of the copies of such forms furnished to us and written representations from our executive officers and directors, except as described below, we believe all filings required to be made by our executive officers, directors and greater than 10% beneficial owners under Section 16 of the Securities Exchange Act of 1934 were made on a timely basis, except for William H. Tilley.  Based on the information provided to us by the persons or entities indicated, Mr. Tilley failed to file a Form 4 with respect to a gift of shares on or about June 25, 2009.  Mr. Tilley subsequently filed the required Form 4.

We notify our employees of their annual equity grants at the time of their annual review, which usually takes place in mid-January of each year.  As such, employees are not notified of their equity grants until after the deadline for filing the required forms with the SEC.  Once the employee is notified of their annual grant as part of the annual review process, all required forms are filed with the SEC.  Therefore, the following individuals were late filers in regards to their annual equity grants:

Gerald W. Deitchle Gregory S. Levin
Gregory S. Lynds Wayne L. Jones
John D. Allegretto Matthew D. Hood
Matthew J. Kimble Alexander M. Puchner
Lon F. Ledwith
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SHAREHOLDER PROPOSALS FOR 2010 ANNUAL MEETING

Requirements for Shareholder Proposals to be Considered for Inclusion in Our Proxy Materials.  In order for a shareholder proposal to be included in the Board of Directors� Proxy Statement for the next Annual Meeting of Shareholders, such proposal must be received at 7755 Center Avenue, Suite 300, Huntington Beach, California 92647, Attention: Corporate Secretary, no later than the close of business on December 31, 2010.

Requirements for Shareholder Proposals to be Brought Before the Annual Meeting.  In order for a proposal made outside of the requirements of Rule 14a-8 to be considered timely in connection with our 2011 Annual Meeting of Shareholders, such proposal must be received by our office of the Corporate Secretary at the address stated above no later than December 31, 2010.  However, in the event that the annual meeting is called for a date that is not within thirty days of the anniversary of the date on which the immediately preceding annual meeting of shareholders was called, to be timely, notice by the shareholder must be so received not later than the close of business on the tenth day following the date on which announcement of the date of the annual meeting is first made.

The proxy solicited by the Board of Directors for the 2011 Annual Meeting of Shareholders will confer discretionary authority to vote on any proposal presented by a shareholder at that meeting for which we have not been provided with notice on or prior to March 15, 2010.  If the shareholder does not comply with the requirements of Rule 14a-4(c)(2) under the Exchange Act, we may exercise discretionary voting authority under proxies that we solicit to vote in accordance with our best judgment on such shareholder proposal or nomination.

ANNUAL REPORT TO SHAREHOLDERS

Our Annual Report to Shareholders containing our consolidated financial statements for the fiscal year ended December 29, 2009, has been mailed concurrently herewith.  The Annual Report to Shareholders is not incorporated in this Proxy Statement and is not deemed to be a part of the proxy solicitation material.  Any shareholder who does not receive a copy of such Annual Report to Shareholders may obtain one by writing to us.

OTHER MATTERS

As of the date of this Proxy Statement, the Board of Directors does not know of any other matter which will be brought before the Annual Meeting.  However, if any other matter properly comes before the Annual Meeting, or any adjournment thereof, the person or persons voting the proxies will vote on such matters in accordance with their best judgment and discretion.

ANNUAL REPORT ON FORM 10-K

A copy of our Annual Report on Form 10-K, as filed with the Securities and Exchange Commission (exclusive of Exhibits), will be furnished by first class mail without charge to any person from whom the accompanying proxy is solicited upon written request to: BJ�S RESTAURANTS, INC., 7755 CENTER AVENUE, SUITE 300, HUNTINGTON BEACH, CALIFORNIA 92647, ATTENTION: CORPORATE SECRETARY.  If Exhibit copies are requested, a copying charge of $.20 per page may be required.

By Order of the Board of Directors,

GERALD W. DEITCHLE

Chairman of the Board, President and Chief Executive Officer

May     , 2010

Huntington Beach, California
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APPENDIX A

BJ�S RESTAURANTS, INC.

2005 EQUITY INCENTIVE PLAN

(April 19, 2010 Amendments)

PART I.

PURPOSE, ADMINISTRATION AND RESERVATION OF SHARES

SECTION 1.    PURPOSE OF THE PLAN.  The purposes of this Plan are (a) to promote the growth and success of the Company�s business, and (b) to attract and retain the most talented Employees, Officers, Directors and Consultants available, (i) by aligning the long-term interests of Employees, Officers, Directors and Consultants with those of the shareholders by providing an opportunity to acquire an equity interest in the Company and (ii) by providing both rewards for exceptional performance and long term incentives for future contributions to the success of the Company and its Subsidiaries.

The Plan permits the grant of Incentive Stock Options, Nonqualified Stock Options, Restricted Stock, Restricted Stock Units, SARs, and Performance Compensation Awards (Shares and Units) at the discretion of the Committee and as reflected in the terms of the Award Agreement.  Each Award will be subject to conditions specified in the Plan, such as continued employment or satisfaction of performance criteria.

The Committee may elect to establish sub-plans or procedures governing the grants to Employees, Officers Directors and Consultants and this Plan will serve as the framework for any such sub-plans.  The awards granted under the Former Plan shall continue to be administered under the Former Plan until such time as those options are exercised, expire or become unexercisable for any reason.

SECTION 2.    DEFINITIONS.  As used herein, the following definitions shall apply:

(a)        �ACTIVE STATUS� shall mean (i) for Employees, the absence of any interruption or termination of service as an Employee; provided, that the Board or Committee, in its sole discretion, may determine that Active Status may continue if an Employee becomes a Consultant immediately following termination of or interruption of service as an Employee, in which case Active Status shall thereafter be determined in accordance with clause (iii) below, (ii) for Directors, that the Director has not been removed from the Board for Misconduct and the Director has not failed to be reelected by the shareholders following a Board determination of Misconduct by such Director, and (iii) for Consultants, the absence of any interruption, expiration, or termination of such person�s consulting or advisory relationship with the Company or any Subsidiary or the occurrence of any termination event as set forth in such person�s Award Agreement.  Active Status shall not be considered interrupted (A) for an Employee in the case of sick leave, maternity leave, infant care leave, medical emergency leave, military leave, or any other leave of absence properly taken in accordance with the policies of the Company or any applicable Subsidiary as may be in effect from time to time, and (B) for a Consultant, in the case of any temporary interruption in such person�s availability to provide services to the Company or any Subsidiary which has been granted in writing by an authorized Officer of the Company.  Whenever a mandatory severance period applies under applicable law with respect to a termination of service as an Employee, Active Status shall be considered terminated upon such Employee�s receipt of notice of termination in whatever form prescribed by applicable law.

(b)        �AWARD� shall mean any award or benefits granted under the Plan, including Options, Restricted Stock, Restricted Stock Units, SARs, Performance Shares and Performance Units.

(c)        �AWARD AGREEMENT� shall mean a written or electronic agreement between the Company and the Participant setting forth the terms of the Award.

(d)        �BENEFICIAL OWNERSHIP� shall have the meaning set forth in Rule 13d-3 promulgated under the Exchange Act.
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(e)        �BOARD� shall mean the Board of Directors of the Company.

(f)        �CHANGE OF CONTROL� shall mean the first day that any one or more of the following conditions shall have been satisfied:

(i)        the sale, liquidation or other disposition of all or substantially all of the Company�s assets in one or a series of related transactions;

(ii)        an acquisition (other than directly from the Company) of any outstanding voting securities by any person, after which such person (as the term is used for purposes of Section 13(d) or 14(d) of the Exchange Act) has Beneficial Ownership of fifty percent (50%) or more of the then outstanding voting securities of the Company, other than a Board-approved transaction;

(iii)        during any 36-consecutive month period, the individuals who, at the beginning of such period, constitute the Board (�Incumbent Directors�) cease for any reason other than death to constitute at least a majority of the members of the Board; provided however that except as set forth in this Section 2(f)(iii), an individual who becomes a member of the Board subsequent to the beginning of the 36-month period, shall be deemed to have satisfied such 36-month requirement and shall be deemed an Incumbent Director if such Director was elected by or on the recommendation of or with the approval of at least two-thirds of the Directors who then qualified as Incumbent Directors either actually (because they were Directors at the beginning of such period) or by operation of the provisions of this section; if any such individual initially assumes office as a result of or in connection with either an actual or threatened solicitation with respect to the election of Directors (as such terms are used in Rule 14a-12(c) of Regulation 14A promulgated under the Exchange Act) or other actual or threatened solicitations of proxies or consents by or on behalf of a person other than the Board, then such individual shall not be considered an Incumbent Director; or

(iv)        a merger, consolidation or reorganization of the Company, as a result of which the shareholders of the Company immediately prior to such merger, consolidation or reorganization own directly or indirectly immediately following such merger, consolidation or reorganization less than fifty percent (50%) of the combined voting power of the outstanding voting securities of the entity resulting from such merger, consolidation or reorganization.

(g)        �CODE� shall mean the Internal Revenue Code of 1986, as amended.

(h)        �COMMITTEE� shall mean the Compensation Committee appointed by the Board.

(i)        �COMMON STOCK� shall mean the common stock of the Company, no par value per share.

(j)        �COMPANY� shall mean BJ�s Restaurants, Inc., a California corporation, and any successor thereto.

(k)        �CONSULTANT� shall mean any person, except an Employee, engaged by the Company or any Subsidiary of the Company, to render personal services to such entity, including as an advisor, pursuant to the terms of a written agreement.

(l)        �DIRECTOR� shall mean a member of the Board.

(m)        �DISABILITY� shall mean (i) in the case of a Participant whose employment with the Company or a Subsidiary is subject to the terms of an employment or consulting agreement that includes a definition of �Disability� as used in this Plan shall have the meaning set forth in such employment or consulting agreement during the period that such employment or consulting agreement remains in effect; and (ii) in all other cases, the term �Disability� as used in this Plan shall have the same meaning as set forth under the Company�s long-term disability plan applicable to the Participant as may be amended from time to time, and in the event the Company
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does not maintain any such plan with respect to a Participant, a physical or mental condition resulting from bodily injury, disease or mental disorder which renders the Participant incapable of continuing his or her usual and customary employment with the Company or a Subsidiary, as the case may be, for a period of not less than 120 days or such other period as may be required by applicable law.

(n)        �EFFECTIVE DATE� shall mean the date on which the Company�s shareholders have first approved this Plan in accordance with applicable Nasdaq rules.

(o)        �EMPLOYEE� shall mean any person, including an Executive Officer or Officer, who is a common law employee of, receives remuneration for personal services to, is reflected on the official human resources database as an employee of, and is on the payroll of the Company or any Subsidiary of the Company.  A person is on the payroll if he or she is paid from or at the direction of the payroll department of the Company, or any Subsidiary of the Company.  Persons providing services to the Company, or to any Subsidiary of the Company, pursuant to an agreement with a staff leasing organization, temporary workers engaged through or employed by temporary or leasing agencies, and workers who hold themselves out to the Company, or a Subsidiary to which they are providing services as being independent contractors, or as being employed by or engaged through another company while providing the services, and persons covered by a collective bargaining agreement (unless the collective bargaining agreement applicable to the person specifically provides for participation in this Plan) are not Employees for purposes of this Plan and do not and cannot participate in this Plan, whether or not such persons are, or may be reclassified by the courts, the Internal Revenue Service, the U.S. Department of Labor, or other person or entity as, common law employees of the Company, or any Subsidiary, either solely or jointly with another person or entity.

(p)        �EXCHANGE ACT� shall mean the Securities Exchange Act of 1934, as amended.

(q)        �EXECUTIVE OFFICERS� shall mean the officers of the Company as such term is defined in Rule 16a-1 under the Exchange Act.

(r)        �FAIR MARKET VALUE� shall mean the closing price per share of the Common Stock on Nasdaq as to the date specified (or the previous trading day if the date specified is a day on which no trading occurred), or if Nasdaq shall cease to be the principal exchange or quotation system upon which the shares of Common Stock are listed or quoted, then such exchange or quotation system as the Company elects to list or quote its shares of Common Stock and that the Committee designates as the Company�s principal exchange or quotation system, or at the discretion of the Committee in the case that the Company ceases to be publicly traded.

(s)        �FASB 123(R)� shall mean Statements of Financial Accounting Standards No. 123, �Stock-Based Payments�, as promulgated by the Financial Accounting Standards Board.

(t)        �FORMER PLAN� shall mean the BJ�s Restaurants, Inc. Amended and Restated 1996 Stock Option Plan, as amended.

(u)        �GOVERNANCE AND NOMINATION COMMITTEE� shall mean the Governance and Nomination Committee appointed by the Board.

(v)        �INCENTIVE STOCK OPTION� shall mean any Option intended to qualify as an incentive stock option within the meaning of Section 422 of the Code.

(w)        �INDEPENDENT DIRECTOR� shall mean a Director who: (1) meets the independence requirements of Nasdaq, or if Nasdaq shall cease to be the principal exchange or quotation system upon which the shares of Common Stock are listed or quoted, then such exchange or quotation system as the Company elects to list or quote its shares of Common Stock and that the Committee designates as the Company�s principal exchange or quotation system; (2) qualifies as an �outside director� under Section 162(m) of the Code;
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(3) qualifies as a �non-employee director� under Rule 16b-3 promulgated under the Exchange Act; and (4) satisfies independence criteria under any other applicable laws or regulations relating to the issuance of Shares to Employees.

(x)        �MAXIMUM ANNUAL PARTICIPANT AWARD� shall have the meaning set forth in Section 6(b).

(y)        �MISCONDUCT� shall mean any of the following; provided, however, that with respect to Non-Employee Directors �Misconduct� shall mean subsection (viii) only:

(i)        any material breach of an agreement between the Participant and the Company or any Subsidiary;

(ii)        willful unauthorized use or disclosure of confidential information or trade secrets of the Company or any Subsidiary by the Participant;

(iii)        the Participant�s continued willful and intentional failure to satisfactorily perform Participant�s essential responsibilities;

(iv)        material failure of the Participant to comply with rules, policies or procedures of the Company or any Subsidiary as they may be amended from time to time, including, without limitation, failure to comply with (1) the Company�s Code of Ethics and Code of Conduct, (2) policies and procedures of the Company relating to use and maintenance of facilities and equipment, or (3) policies and procedures of the Company relating to the occurrence, reporting or investigation of any harassment or discrimination allegations or complaints;

(v)        Participant�s dishonesty, fraud or gross negligence related to the business or property of the Company or any Subsidiary;

(vi)        personal conduct that is materially detrimental to the business of the Company or any Subsidiary;

(vii)        conviction of or plea of nolo contendere to a felony;

(viii)        in the case of Non-Employee Directors, (1) the removal from the Board for cause in accordance with the provisions of Section 302 of the California Corporations Code, (2) the removal from the Board as a result of a shareholder suit in accordance with the provisions of Section 304 of the California Corporations Code, (3) the determination by at least a majority of the disinterested members of the Board that such Non-Employee Director has materially breached his or her fiduciary duties or duties of loyalty to the Company or has grossly abused such Non-Employee Director�s authority with respect to the Company, (4) the determination by at least a majority of the disinterested members of the Board that such Non-Employee Director has committed fraudulent or dishonest acts which have or could reasonably be expected to have a material adverse effect on the Company, or (5) the determination by at least a majority of the disinterested members of the Board that such Non-Employee Director has materially failed to comply with rules, policies or procedures of the Company applicable to Non-Employee Directors, as they may be amended from time to time;

(ix)        intentional or negligent acts or omissions that cause the Company or any Subsidiary to be subject to a fine, citation, shut down, or other disciplinary action by any federal, state or local governmental agency, including, without limitation, any agency regulating health, occupational safety, alcoholic beverage control or immigration;

(x)        Participant�s inducing any customer or supplier to break or terminate any contract with the Company or any Subsidiary;

A-4

Edgar Filing: CENTRAL GARDEN & PET CO - Form 424B5

Table of Contents 55



(xi)        Participant�s inducing any principal for whom the Company or any Subsidiary acts as an agent to terminate such agency relationship;

(xii)        causes a fire, explosion or other catastrophic event involving the facilities or equipment of the Company or any Subsidiary that could have been reasonably avoided by following the established policies of the Company or any Subsidiary;

(xiii)        Participant�s solicitation of any of the Company�s agents or employees to provide services to any other business or entity; or

(xiv)        with respect to any Participant whose employment with the Company or a Subsidiary is subject to the terms of an effective employment or consulting agreement that includes a definition of �Cause,� conduct by Participant that constitutes �Cause.�

(z)        �NASDAQ� shall mean The Nasdaq Stock Market, Inc.

(aa)        �NON-EMPLOYEE DIRECTOR� shall mean a Director who is not an Employee.

(bb)        �NONQUALIFIED STOCK OPTION� shall mean an Option that does not qualify or is not intended to qualify as an Incentive Stock Option.

(cc)        �OFFICER� shall mean any Executive Officer of the Company as well as any president, vice president, secretary or treasurer duly appointed by the Board, or any other person designated as an officer by the Board or by the Bylaws of the Company.

(dd)        �OPTION� shall mean a stock option granted pursuant to Section 10 of the Plan, including a Nonqualified Stock Option and an Incentive Stock Option.

(ee)        �OPTIONEE� shall mean a Participant who has been granted an Option.

(ff)        �PARENT� shall mean a �parent corporation,� whether now or hereafter existing, as defined in Section 424(e) of the Code.

(gg)        �PARTICIPANT� shall mean an Employee, Officer, Director or Consultant granted an Award.

(hh)        �PERFORMANCE COMPENSATION AWARD� means any Awards designated by the Committee as a Performance Compensation Award pursuant to Section 13 of the Plan, including Performance Shares and Performance Units.

(ii)        �PERFORMANCE CRITERIA� shall mean one or more of the following (as selected by the Committee) criterion or criteria that the Committee shall select for purposes of establishing the Performance Goal(s) for a Performance Period with respect to any Award under the Plan: (i) cash flow; (ii) earnings per share, including as adjusted (A) to exclude the impact of any (1) significant acquisitions or dispositions of businesses by the Company, (2) one-time, non-operating charges, or (3) accounting changes (including the early adoption of any accounting change mandated by any governing body, organization or authority); and (B) for any stock split, stock dividend or other recapitalization; (iii) earnings before interest, taxes, and amortization; (iv) return on equity; (v) total shareholder return; (vi) share price performance; (vii) return on capital; (viii) return on assets or net assets; (ix) revenue; (x) income; (xi) operating income; (xii) operating profit; (xiii) profit margin; (xiv) return on operating revenue; (xv) return on invested capital; (xvi) market price; (xvii) brand recognition/acceptance; (xviii) customer satisfaction; (xix) productivity; or (xx) sales growth and volume.
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(jj)        �PERFORMANCE FORMULA� means, for a Performance Period, one or more objective formulas or standards established by the Committee for purposes of determining whether or the extent to which a Performance Compensation Award has been earned based on the level of performance attained or to be attained with respect to one or more Performance Goals.  Performance Formulae may vary from Performance Period to Performance Period and from Participant to Participant and may be established on a stand-alone basis, in tandem or in the alternative.

(kk)        �PERFORMANCE GOAL� means, for a Performance Period, the one or more goals established by the Committee for the Performance Period based on the Performance Criteria.  Performance Goals may be established based on Performance Criteria with respect to the Company or any of its Subsidiaries, divisions or operational units, or any composition thereof.

(ll)        �PERFORMANCE PERIOD� means one or more periods of time as the Committee may designate, over which the attainment of one or more Performance Goals will be measured for the purpose of determining a Participant�s rights in respect of a Performance Compensation Award.

(mm)        �PERFORMANCE SHARE� means a Performance Compensation Award granted pursuant to Section 13 of the Plan that is denominated in a specified number of Shares, which Shares or their future cash equivalent (or a combination of both) may be paid to the Participant upon achievement of applicable Performance Goals during the relevant Performance Period as the Committee shall establish.

(nn)        �PERFORMANCE UNIT� means a Performance Compensation Award granted pursuant to Section 13 of the Plan that has a dollar value set by the Committee (or that is determined by reference to a Performance Formula), which value may be paid to the Participant in cash, in Shares, or such combination of cash and Shares as the Committee may determine in its sole discretion, upon achievement of applicable Performance Goals during the relevant Performance Period as the Committee shall establish.

(oo)        �PLAN� shall mean this BJ�s Restaurants, Inc. 2005 Equity Incentive Plan, including any amendments thereto.

(pp)        �REPRICE� shall mean the adjustment or amendment of the exercise price of Options or SARs previously awarded whether through amendment, cancellation, replacement of grants or any other means.

(qq)        �RESIGNATION (OR RESIGN) FOR GOOD REASON� shall mean (i) in the case of a Participant whose employment with the Company or a Subsidiary is subject to the terms of an employment or consulting agreement that includes a definition of �Resignation for Good Reason� (or similar terms) as used in this Plan shall have the meaning set forth in such employment or consulting agreement during the period that such employment or consulting agreement remains in effect, or (ii) in all other cases, any voluntary termination by written resignation of the Active Status of any Officer or Employee of the Company after a Change of Control because of: (1) a material reduction in the Officer�s or Employee�s authority, responsibilities or scope of employment; (2) an assignment of duties to the Officer or Employee inconsistent with the Officer�s or Employee�s role at the Company (including its Subsidiaries) prior to the Change of Control, (3) a reduction in the Officer�s base salary; (4) solely with respect to an Officer, a material adverse change in such Officer�s reporting relationship, (5) a material reduction in the Officer�s or Employee�s benefits unless such reduction applies to all Officers or Employees of comparable rank; or (6) the relocation of the Officer�s or Employee�s primary work location more than fifty (50) miles from the Officer�s primary work location prior to the Change of Control; provided that the Officer�s or Employee�s written notice of voluntary resignation must be tendered within one (1) year after the Change of Control, and shall specify which of the events described in (1) through (6) resulted in the resignation.

(rr)        �RESTRICTED STOCK� shall mean a grant of Shares pursuant to Section 11 of the Plan.

(ss)        �RESTRICTED STOCK UNITS� shall mean a grant of the right to receive Shares in the future or their cash equivalent (or both) pursuant to Section 11 of the Plan.
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(tt)        �RETIREMENT� shall mean, with respect to any Non-Employee Director, ceasing to be a Director pursuant to election by the Company�s shareholders or by voluntary resignation with the approval of the Board�s Chairman (or a majority of the disinterested members of the Board) after having served continuously on the Board for at least six years.

(uu)        �SAR� shall mean a stock appreciation right awarded pursuant to Section 12 of the Plan.

(vv)        �SEC� shall mean the Securities and Exchange Commission.

(ww)        �SHARE� shall mean one share of Common Stock, as adjusted in accordance with Section 5 of the Plan.

(xx)        �STAND-ALONE SARS� shall have the meaning set forth in Section 12(b) of the Plan.

(yy)        �SUBCOMMITTEE� shall have the meaning set forth in Section 3(d).

(zz)        �SUBSIDIARY� shall mean (1) in the case of an Incentive Stock Option a �subsidiary corporation,� whether now or hereafter existing, as defined in Section 424(f) of the Code, and (2) in the case of a Nonqualified Stock Option, Restricted Stock, a Restricted Stock Unit, SAR, Performance Shares, or Performance Units, in addition to a subsidiary corporation as defined in (1), (A) a limited liability company, partnership or other entity in which the Company controls fifty percent (50%) or more of the voting power or equity interests, or (B) an entity with respect to which the Company possesses the power, directly or indirectly, to direct or cause the direction of the management and policies of that entity, whether through the Company�s ownership of voting securities, by contract or otherwise.

SECTION 3.    ADMINISTRATION OF THE PLAN.

(a)        AUTHORITY.  The Plan shall be administered by the Committee.  The Committee shall have full and exclusive power to administer the Plan on behalf of the Board, subject to such terms and conditions as the Committee may prescribe.  Notwithstanding anything herein to the contrary, the Committee�s power to administer the Plan, and actions the Committee takes under the Plan, shall be limited by the provisions set forth in the Committee�s charter, as such charter may be amended from time to time, and the further limitation that certain actions may be subject to review and approval by either the full Board or a panel consisting of all of the Independent Directors of the Company.

(b)        POWERS OF THE COMMITTEE.  Subject to the other provisions of this Plan, the Committee shall have the authority, in its discretion:

(i)        to grant Incentive Stock Options, Nonqualified Stock Options, Restricted Stock, Restricted Stock Units, SARs, Performance Shares, Performance Units and any other Awards authorized under this Plan to Participants and to determine the terms and conditions of such Awards, including the determination of the Fair Market Value of the Shares and the exercise price and unit price, and to modify or amend each Award, with the consent of the Participant when required;

(ii)        to determine the Participants, to whom Awards, if any, will be granted hereunder, the timing, vesting and exercisability of such Awards, and the number of Shares to be represented by each Award;

(iii)        to construe and interpret the Plan and the Awards granted hereunder;

(iv)        to prescribe, amend, and rescind rules and regulations relating to the Plan, including the form of Award Agreement, and manner of acceptance of an Award, such as correcting a defect or supplying any omission, or reconciling any inconsistency so that the Plan or any Award Agreement complies with applicable law, regulations and listing requirements and to avoid unanticipated consequences deemed by the Committee to be inconsistent with the purposes of the Plan or any Award Agreement;

A-7

Edgar Filing: CENTRAL GARDEN & PET CO - Form 424B5

Table of Contents 58



(v)        to establish performance criteria for Awards made pursuant to the Plan in accordance with a methodology established by the Committee, and to determine whether performance goals have been attained;

(vi)        to accelerate or defer (with the consent of the Participant) the exercise or vested date of any Award;

(vii)        to authorize any person to execute on behalf of the Company any instrument required to effectuate the grant of an Award previously granted by the Committee;

(viii)        to establish sub-plans, procedures or guidelines for the grant of Awards to Employees, Executive Officers, Officers, Directors, Non-Employee Directors and Consultants; and

(ix)        to make all other determinations deemed necessary or advisable for the administration of the Plan;

Provided that, no consent of a Participant is necessary under clauses (i) or (vi) if a modification, amendment, acceleration, or deferral, in the reasonable judgment of the Committee confers a benefit on the Participant or is made pursuant to an adjustment in accordance with Section 5.

(c)        EFFECT OF COMMITTEE�S DECISION.  All decisions, determinations, and interpretations of the Committee shall be final and binding on all Participants, the Company (including its Subsidiaries), any shareholder and all other persons.

(d)        DELEGATION.  Consistent with the Committee�s charter, as such charter may be amended from time to time, the Committee may delegate (i) to one or more separate committees consisting of members of the Committee or other Directors who are Independent Directors (any such committee a �Subcommittee�), or (ii) to an Executive Officer of the Company, the ability to grant Awards and take the other actions described in Section 3(b) with respect to Participants who are not Executive Officers, and such actions shall be treated for all purposes as if taken by the Committee; provided that the grant of Awards shall be made in accordance with parameters established by the Committee.  Any action by any such Subcommittee or Executive Officer within the scope of such delegation shall be deemed for all purposes to have been taken by the Committee.

(e)        ADMINISTRATION.  The Committee may delegate the administration of the Plan to an Officer or Officers of the Company, and such administrator(s) may have the authority to directly, or under their supervision, execute and distribute agreements or other documents evidencing or relating to Awards granted by the Committee under this Plan, to maintain records relating to the grant, vesting, exercise, forfeiture or expiration of Awards, to process or oversee the issuance of Shares upon the exercise, vesting and/or settlement of an Award, to interpret the terms of Awards and to take such other actions as the Committee may specify.  Any action by any such administrator within the scope of its delegation shall be deemed for all purposes to have been taken by the Committee and references in this Plan to the Committee shall include any such administrator, provided that the actions and interpretations of any such administrator shall be subject to review and approval, disapproval or modification by the Committee.

(f)        INDEMNIFICATION.  In addition to such other rights of indemnification as they may have as Directors or members of the Committee, and to the extent allowed by applicable law, any person(s) acting as administrator(s) and each of the administrator�s consultants shall be indemnified by the Company against the reasonable expenses, including attorney�s fees, actually incurred in connection with any action, suit or proceeding or in connection with any appeal therein, to which the administrator(s) or any of such administrator�s consultants may be party by reason of any action taken or failure to act under or in connection with the Plan or any Award granted under the Plan, and against all amounts paid by the administrator(s) or any of such administrator�s consultants in settlement thereof (provided that the settlement has been approved by the Company, which approval shall not be unreasonably withheld) or paid by the administrator(s) or any of such
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administrator�s consultants in satisfaction of a judgment in any such action, suit or proceeding, except in relation to matters as to which it shall be adjudged in such action, suit or proceeding that such administrator(s) or any of such administrator�s consultants did not act in good faith and in a manner which such person reasonably believed to be in the best interests of the Company, and in the case of a criminal proceeding, had no reason to believe that the conduct complained of was unlawful; provided, however, that within sixty (60) days after institution of any such action, suit or proceeding, such administrator(s) or any of such administrator�s consultants shall, in writing, offer the Company the opportunity at its own expense to handle and defend such action, suit or proceeding.

SECTION 4.    SHARES SUBJECT TO THE PLAN.

(a)        RESERVATION OF SHARES.  The shares of Common Stock reserved under this Plan will include reserved shares of Common Stock as to which an option award granted has been forfeited or terminated without exercise under the Former Plan plus an additional Four Million Seven Hundred Thousand (4,700,000) shares of Common Stock (adjusted, proportionately, in the event of any stock split or stock dividend with respect to the Shares), all of which may be granted as Incentive Stock Options under the Plan.  The aggregate number of Shares available for issuance under the Plan will be reduced by one Share for each Share delivered in settlement of an Option and by one and one-half (1.5) Shares for each Share delivered in settlement of any Award of Restricted Stock, Restricted Stock Units, SARs, or Performance Shares or Performance Units unless a greater reduction is specified by the Committee with respect to a specific Award grant.  If an Award expires, is forfeited or becomes unexercisable for any reason without having been exercised in full, the undelivered Shares which were subject thereto shall, unless the Plan shall have been terminated, become available for future Awards under the Plan.  Shares available for issuance under the Plan shall be increased by any shares of Common Stock subject to outstanding awards under the Former Plan on the Effective Date that later cease to be subject to such awards for any reason other than such awards having been exercised, subject to adjustment from time to time as provided in Section 5, which shares of Common Stock shall, as of the date such shares cease to be subject to such awards, cease to be available for grant and issuance under the Former Plan, but shall be available for issuance under the Plan.  The Shares may be authorized but unissued, or reacquired shares of Common Stock.  The Company, during the term of this Plan, will at all times reserve and keep available such number of Shares as shall be sufficient to satisfy the requirements of the Plan.

(b)        TIME OF GRANTING AWARDS.  The date of grant of an Award shall, for all purposes, be the date on which the Company completes the corporate action relating to the grant of such Award and all conditions to the grant have been satisfied, provided that conditions to the exercise of an Award shall not defer the date of grant.  Notice of a grant shall be given to each Participant to whom an Award is so granted within a reasonable time after the determination has been made.

(c)        SECURITIES LAW COMPLIANCE.  Shares shall not be issued pursuant to the exercise of an Award unless the exercise of such Award and the issuance and delivery of such Shares pursuant thereto shall comply with all relevant provisions of law, including, without limitation, the Securities Act of 1933, as amended, the Exchange Act, the rules and regulations promulgated under either such Act, and the requirements of any stock exchange or quotation system upon which the Shares may then be listed or quoted, and shall be further subject to the approval of counsel for the Company with respect to such compliance.

(d)        SUBSTITUTIONS AND ASSUMPTIONS.  The Board or the Committee shall have the right to substitute or assume Awards in connection with mergers, reorganizations, separations, or other transactions to which Section 424(a) of the Code applies, provided such substitutions and assumptions are permitted by Section 424 of the Code and the regulations promulgated thereunder.  The number of Shares reserved pursuant to Section 4(a) may be increased by the corresponding number of Awards assumed and, in the case of a substitution, by the net increase in the number of Shares subject to Awards before and after the substitution.

SECTION 5.    ADJUSTMENTS TO SHARES SUBJECT TO THE PLAN.  If any change is made to the Shares by reason of any stock split, stock dividend, recapitalization, combination of shares, exchange of shares or other
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change affecting the outstanding Shares as a class without the Company�s receipt of consideration, appropriate adjustments shall be made to (i) the maximum number and/or class of securities issuable under the Plan, (ii) the number and/or class of securities and/or the price per Share covered by outstanding Awards under the Plan and (iii) the Maximum Annual Participant Award.  The Committee may also make adjustments described in (i)-(iii) of the previous sentence in the event of any distribution of assets to shareholders other than a normal cash dividend, if any.  In determining adjustments to be made under this Section 5, the Committee may take into account such factors as it deems appropriate, including the restrictions of applicable law and the potential tax consequences of an adjustment, and in light of such factors may make adjustments that are not uniform or proportionate among outstanding Awards.  Adjustments, if any, and any determinations or interpretations, including any determination of whether a distribution is other than a normal cash dividend, made by the Committee shall be final, binding and conclusive.  For purposes of this Section 5, conversion of any convertible securities of the Company shall not be deemed to have been �effected without receipt of consideration.�

Except as expressly provided herein, no issuance by the Company of shares of any class, or securities convertible into shares of any class, shall affect, and no adjustment by reason thereof shall be made with respect to, the number or price of Shares subject to an Award.

PART II.

TERMS APPLICABLE TO ALL AWARDS

SECTION 6.    GENERAL ELIGIBILITY.

(a)        AWARDS.  Awards may be granted to Participants who are Employees, Directors or Consultants; provided however that Incentive Stock Options may only be granted to Employees.

(b)        MAXIMUM ANNUAL PARTICIPANT AWARD.  The aggregate number of Shares with respect to which an Award or Awards may be granted to any one Participant in any one taxable year of the Company (the �Maximum Annual Participant Award�) shall not exceed 500,000 shares of Common Stock (increased, proportionately, in the event of any stock split or stock dividend with respect to the Shares).

(c)        NO EMPLOYMENT/SERVICE RIGHTS.  Nothing in the Plan shall confer upon any Participant the right to an Award or to continue in service as an Employee or Consultant for any period of specific duration, or interfere with or otherwise restrict in any way the rights of the Company (or any Subsidiary employing or retaining such person), or of any Participant, which rights are hereby expressly reserved by each, to terminate such person�s services at any time for any reason, with or without cause.).

(d)        AWARDS TO NON-EMPLOYEE DIRECTORS; CONTINUATION OF AUTOMATIC GRANTS.  The aggregate number of Shares with respect to which Awards may be granted to Non-Employee Directors under the Plan shall be 1,500,000 shares of Common Stock (increased proportionately in the event of any stock split or stock dividend with respect to the Shares).  Unless and until amended or terminated by the Board, the Committee or the Governance and Nomination Committee thereof, (i) upon initially joining the Board, each Non-Employee Director shall receive an Option to acquire an aggregate of 25,000 shares of Common Stock (adjusted proportionately in the event of any stock split or stock dividend on the Common Stock) at an exercise price equal to Fair Market Value on the date of grant (the �Initial Director Grant�), and (ii) on January 15 of each year, each Non-Employee Director the serving on the Board shall receive an annual grant of Stock Options valued at $40,000 (using such valuation methodology as the Board or the Committee shall determine) (the �Annual Director Grant�).  Unless and until otherwise determined by the Board, the Committee or the Governance and Nomination Committee thereof, and subject to the accelerated vesting provisions in Section 10(d) (i) the Initial Director Grant shall vest one-half per year on each of the first and second year anniversary of the grant date, and (ii) the Annual Director Grant shall vest one-third per year on each of the first three yearly anniversaries following the grant date.  Unless otherwise determined by the Board or the Committee,
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all Non-Employee Directors shall be eligible to receive the automatic Award grants contemplated by this Section 6(d).  The Board, the Committee or the Governance and Nomination Committee reserves the right to periodically evaluate and change the amount or type of automatic Award grants made to Non-Employee Directors pursuant to this Section 6(d).

(e)        COMPLIANCE WITH SECTION 409A.  It is the intention of this Plan that any Awards granted hereunder shall satisfy the additional conditions applicable to nonqualified deferred compensation under Section 409A of the Code.  No Award shall provide for deferral of compensation that does not comply with Section 409A of the Code, unless the Board or Committee, at the time of grant, specifically provides that the Award is not intended to comply with Section 409A of the Code.  In the event that an Award is determined to constitute �nonqualified deferred compensation� that would be subject to the additional tax under Section 409A(a)(1)(B) of the Code (or any successor provisions), the Committee shall have the authority to impose such additional conditions as it deems necessary to avoid the imposition of the additional tax.  Notwithstanding anything to the contrary set forth in this Plan, the Company shall have no liability to any Participant or any other person (i) if an Award does not satisfy the additional conditions applicable to nonqualified deferred compensation under Section 409A of the Code or (ii) for any other unexpected tax consequence affecting any Participant or other person due to the receipt or settlement of any Award granted hereunder.

SECTION 7.    PROCEDURE FOR EXERCISE OF AWARDS; RIGHTS AS A SHAREHOLDER.

(a)        PROCEDURE.  An Award shall be exercised when written, electronic or verbal notice of exercise has been given to the Company, or the brokerage firm or firms approved by the Company to facilitate exercises and sales under this Plan, in accordance with the terms of the Award by the person entitled to exercise the Award and full payment for the Shares with respect to which the Award is exercised has been received by the Company or the brokerage firm or firms, as applicable.  The notification to the brokerage firm shall be made in accordance with procedures of such brokerage firm approved by the Company. Full payment may, as authorized by the Committee, consist of any consideration and method of payment allowable under Section 7(b) of the Plan.  The Company shall issue (or cause to be issued) such share certificate promptly upon exercise of the Award.  In the event that the exercise of an Award is treated in part as the exercise of an Incentive Stock Option and in part as the exercise of a Nonqualified Stock Option pursuant to Section 10(a), the Company shall issue a share certificate evidencing the Shares treated as acquired upon the exercise of an Incentive Stock Option and a separate share certificate evidencing the Shares treated as acquired upon the exercise of a Nonqualified Stock Option, and shall identify each such certificate accordingly in its share transfer records.  No adjustment will be made for a dividend or other right for which the record date is prior to the date the share certificate is issued, except as provided in Section 5 of the Plan.

(b)        METHOD OF PAYMENT.  The consideration to be paid for any Shares to be issued upon exercise or other required settlement of an Award, including the method of payment, shall be determined by the Committee at the time of settlement and which forms may include: (i) with respect to an Option and subject to any restrictions or limitations imposed under applicable law, a request that the Company or the designated brokerage firm conduct a cashless exercise of the Option; (ii) cash; and (iii) tender of shares of Common Stock owned by the Participant in accordance with rules established by the Committee from time to time.  Shares used to pay the exercise price shall be valued at their Fair Market Value on the exercise date.  Payment of the aggregate exercise price by means of tendering previously-owned shares of Common Stock shall not be permitted when the same may, in the reasonable opinion of the Company, cause the Company to record a loss or expense as a result thereof.

(c)        WITHHOLDING OBLIGATIONS.  To the extent required by applicable federal, state, local or foreign law, the Committee may and/or a Participant shall make arrangements satisfactory to the Company for the satisfaction of any withholding tax obligations that arise with respect to any Incentive Stock Option, Nonqualified Stock Option, SAR, Restricted Stock or Restricted Stock Units, Performance Shares, Performance Units or any sale of Shares.  The Company shall not be required to issue Shares or to recognize the disposition of
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such Shares until such obligations are satisfied.  These obligations may be satisfied by having the Company withhold a portion of the Shares that otherwise would be issued to a Participant under such Award or by tendering Shares previously acquired by the Participant in accordance with rules established by the Committee from time to time.

(d)        SHAREHOLDER RIGHTS.  Except as otherwise provided in this Plan, until the issuance (as evidenced by the appropriate entry on the books of the Company or of a duly authorized transfer agent of the Company) of the share certificate evidencing such Shares, no right to vote or receive dividends or any other rights as a shareholder shall exist with respect to the Shares subject to the Award, notwithstanding the exercise of the Award.

(e)        NON-TRANSFERABILITY OF AWARDS.  An Award may not be sold, pledged, assigned, hypothecated, transferred, or disposed of in exchange for consideration, except that an Award may be transferred by will or by the laws of descent or distribution and may be exercised, during the lifetime of the Participant, only by the Participant; unless the Committee permits further transferability, on a general or specific basis, in which case the Committee may impose conditions and limitations on any permitted transferability.

SECTION 8.    EXPIRATION OF AWARDS.

(a)        EXPIRATION, TERMINATION OR FORFEITURE OF AWARDS.  Unless otherwise provided in the applicable Award Agreement or any severance agreement, vested Awards granted under this Plan shall expire, terminate, or otherwise be forfeited as follows:

(i)        three (3) months after the effective date of termination of Active Status for a Participant other than a Non-Employee Director, other than in circumstances covered by (ii), (iii), or (iv) below; or six (6) months after the date a Non-Employee Director ceases to be a Director or Consultant other than in circumstances covered by (ii) and (iv) below:

(ii)        immediately upon termination of a Participant�s Active Status for Misconduct;

(iii)        twelve (12) months after the date on which a Participant other than a Non-Employee Director ceased performing services as a result of his or her total and permanent Disability; and

(iv)        twelve (12) months after the date of the death of a Participant whose Active Status terminated as a result of his or her death.

(b)        EXTENSION OF TERM.  Notwithstanding subsection (a) above, the Committee shall have the authority to extend the expiration date of any outstanding Option, other than an Incentive Stock Option, or SAR in circumstances in which it deems such action to be appropriate (provided that no such extension shall extend the term of an Option or SAR beyond the date on which the Option or SAR would have expired if no termination of the Employee�s Active Status had occurred).

SECTION 9.    EFFECT OF CHANGE OF CONTROL.  Notwithstanding any other provision in the Plan to the contrary, the following provisions shall apply unless otherwise provided in the most recently executed agreement between the Participant and the Company, or specifically prohibited under applicable laws, or by the rules and regulations of any applicable governmental agencies or national securities exchanges or quotation systems.

(a)        ACCELERATION.  Awards of a Participant shall be Accelerated (as defined in Section 9(b) below) as follows:

(i)        With respect to Non-Employee Directors, upon the occurrence of a Change of Control described in Section 2(f);
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(ii)        With respect to any Employee, upon the occurrence of a Change of Control described in Section 2(f)(i);

(iii)        With respect to any Employee who Resigns for Good Reason or whose Active Status is terminated for reasons other than Misconduct, so long as such resignation or termination occurs within one year after a Change of Control described in Section 2(f)(ii), (iii) or (iv); and

(iv)        With respect to any Employee, upon the occurrence of a Change of Control described in Section 2(f)(iv) in connection with which each Award is not assumed or an equivalent award substituted by such successor entity or a parent or subsidiary of such successor entity.

(b)        DEFINITION.  For purposes of this Section 9, Awards of a Participant being �Accelerated� means, with respect to such Participant:

(i)        any and all Options and SARs shall become fully vested and immediately exercisable, and shall remain exercisable for the greater of (1) the time period specified in the original Award (but subject to termination upon termination of Active Status in accordance with the terms of the original Award) or, (2) one year following the date of such acceleration;

(ii)        any restriction periods and restrictions imposed on Restricted Stock or Restricted Stock Units that are not performance-based shall lapse;

(iii)        any restriction periods and restrictions imposed on Restricted Stock, Restricted Stock Units, and Performance Compensation Awards that are performance-based shall lapse, unless such performance-based Awards remain outstanding after the Change of Control (or are assumed by any successor entity) and the applicable Performance Criteria can be accurately tracked following the Change of Control; and

(iv)        the restrictions and deferral limitations and other conditions applicable to any other Awards shall lapse, and such other Awards shall become free of all restrictions, limitations or conditions and become fully vested and transferable to the full extent of the original grant.

PART III.

SPECIFIC TERMS APPLICABLE TO OPTIONS, STOCK AWARDS AND SARS

SECTION 10.    GRANT, TERMS AND CONDITIONS OF OPTIONS.

(a)        DESIGNATION.  Each Option shall be designated in an Award Agreement as either an Incentive Stock Option or a Nonqualified Stock Option.  However, notwithstanding such designations, to the extent that the aggregate Fair Market Value of the Shares with respect to which Options designated as Incentive Stock Options are exercisable for the first time by any Employee during any calendar year (under all plans of the Company) exceeds $100,000, such excess Options shall be treated as Nonqualified Stock Options.  Options shall be taken into account in the order in which they were granted.

(b)        TERMS OF OPTIONS.  The term of each Option shall be no more than ten (10) years from the date of grant.  However, in the case of an Incentive Stock Option granted to a Participant who, at the time the Option is granted, owns Shares representing more than ten percent (10%) of the voting power of all classes of shares of the Company or any Parent or Subsidiary, the term of the Option shall be no more than five (5) years from the date of grant.
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(c)        OPTION EXERCISE PRICES.

(i)        The per Share exercise price under an Incentive Stock Option shall be as follows:

(A)        If granted to an Employee who, at the time of the grant of such Incentive Stock Option, owns shares representing more than ten percent (10%) of the voting power of all classes of shares of the Company or any Parent or Subsidiary, the per Share exercise price shall be no less than 110% of the Fair Market Value per Share on the date of grant.

(B)        If granted to any other Employee, the per Share exercise price shall be no less than 100% of the Fair Market Value per Share on the date of grant.

(ii)        The per Share exercise price under a Nonqualified Stock Option or SAR shall be no less than one hundred percent (100%) of the Fair Market Value per Share on the date of grant.

(iii)        In no event shall the Board or the Committee be permitted to Reprice an Option after the date of grant without shareholder approval.

(d)        VESTING.  Unless otherwise provided in the applicable Award Agreement, to the extent Options vest and become exercisable in increments, such Options shall cease vesting as of the date of the Optionee�s Disability or termination of such Optionee�s Active Status for reasons other than Retirement or death of a Non-Employee Director, in which cases such Options shall immediately vest in full.

(e)        EXERCISE.  Any Option granted hereunder shall be exercisable at such times and under such conditions as determined by the Committee at the time of grant, and as are permissible under the terms of the Plan.  An Option may not be exercised for a fraction of a Share.

SECTION 11.    GRANT, TERMS AND CONDITIONS OF STOCK AWARDS.

(a)        DESIGNATION.  Restricted Stock or Restricted Stock Units may be granted either alone, in addition to, or in tandem with other Awards granted under the Plan.  Restricted Stock or Restricted Stock Units may include a dividend equivalent right, as permitted by Section 5.  After the Committee determines that it will offer Restricted Stock or Restricted Stock Units, it will advise the Participant in writing or electronically, by means of an Award Agreement, of the terms, conditions and restrictions, including vesting, if any, related to the offer, including the number of Shares that the Participant shall be entitled to receive or purchase, the price to be paid, if any, and, if applicable, the time within which the Participant must accept the offer.  The offer shall be accepted by execution of an Award Agreement or as otherwise directed by the Committee.  Restricted Stock Units may be paid as permitted by Section 7(b).  The term of each award of Restricted Stock or Restricted Stock Units shall be at the discretion of the Committee.

(b)        PERFORMANCE BASED STOCK AWARDS.  The Committee may elect to grant Restricted Stock and/or Restricted Stock Units that are intended to qualify as �performance based compensation� under Section 162(m) of the Code.  Any such performance based Restricted Stock and Restricted Stock Units shall be subject to the attainment of Performance Goals relating to Performance Criteria selected by the Committee and specified at the time such Restricted Stock and/or Restricted Stock Units are granted.

(c)        VESTING.  Subject to the provisions of Section 9 of this Plan, unless the Board or Committee determines otherwise, the Award Agreement shall provide for the forfeiture of the non-vested Shares underlying Restricted Stock or Restricted Stock Units upon the termination of a Participant�s Active Status for reasons other than Retirement or death of a Non-Employee Director, in which case such Awards shall immediately vest in full.  The Committee shall be bound to administer Awards of Restricted Stock or Restricted Stock Units that are not performance-based with a minimum vesting period of at least three years.
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SECTION 12.    GRANT, TERMS AND CONDITIONS OF SARS.

(a)        GRANTS.  The Committee shall have the full power and authority, exercisable in its sole discretion, to grant SARs to selected Participants.  The terms of SARs shall be at the discretion of the Committee.  In no event shall the Board or the Committee be permitted to Reprice a SAR after the date of grant without shareholder approval.

(b)        STAND-ALONE SARS.

(i)        A Participant may be granted stand-alone stock appreciation rights (�Stand-Alone SARs�) that are not tied to any underlying Option under Section 10 of the Plan.  The Stand-Alone SAR shall cover a specified number of Shares and shall be exercisable upon such terms and conditions as the Committee shall establish.  Upon exercise of the Stand-Alone SAR, the holder shall be entitled to receive a distribution from the Company in an amount equal to the excess of (A) the aggregate Fair Market Value (on the exercise date) of the Shares underlying the exercised right over (B) the aggregate base price in effect for those Shares.

(ii)        The number of Shares underlying each Stand-Alone SAR and the base price in effect for those Shares shall be determined by the Committee at the time the Stand-Alone SAR is granted.  In no event, however, may the base price per Share be less than the Fair Market Value per underlying Share on the grant date.

(iii)        The distribution with respect to an exercised Stand-Alone SAR may be made in Shares valued at Fair Market Value on the exercise date, in cash, or partly in Shares and partly in cash, as the Committee shall deem appropriate.

(c)        EXERCISED SARS.  The Shares issued in settlement of any SARs exercised under this Section 12 shall not be available for subsequent issuance under the Plan.  In accordance with Section 4, Shares underlying any exercised SARs that were not issued in settlement of the SAR shall become available for future issuance under the Plan.

SECTION 13.    GRANT, TERMS AND CONDITIONS OF PERFORMANCE COMPENSATION AWARDS.

(a)        GRANTS.  The Committee shall have the full power and authority, exercisable in its sole discretion, to grant Performance Compensation Awards in the form of Performance Units or Performance Shares to Employees (including Officers) and shall evidence such grant in an Award Agreement that is delivered to the Participant setting forth the terms and conditions of the Award.  The Committee may, at the time of grant of a Performance Compensation Award, designate such Award as a Performance Compensation Award in order that such Award constitutes �qualified performance-based compensation� under Code Section 162(m), in which event the Committee shall have the power to grant such Performance Compensation Award upon terms and conditions that qualify it as �qualified performance-based compensation� within the meaning of Code Section 162(m).

(b)        ELIGIBILITY.  The Committee shall, in its sole discretion, designate within the first 90 days of a Performance Period (or, if shorter, within the maximum period allowed under Section 162(m) of the Code) which Participants will be eligible to receive Performance Compensation Awards in respect of such Performance Period.  However, designation of a Participant eligible to receive an Award hereunder for a Performance Period shall not in any manner entitle the Participant to receive payment in respect of any Performance Compensation Award for such Performance Period.  The determination as to whether or not such Participant becomes entitled to payment in respect of any Performance Compensation Award shall be decided solely in accordance with the provisions of this Section 13.  Moreover, designation of a Participant eligible to receive a Performance Compensation Award hereunder for a particular Performance Period shall not require designation of such Participant eligible to receive a Performance Compensation Award hereunder in any subsequent Performance Period and designation of one person as a Participant eligible to receive a Performance Compensation Award hereunder shall not require designation of any other person as a Participant eligible to receive a Performance Compensation Award hereunder in such period or in any other period.
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(c)        DISCRETION OF COMMITTEE WITH RESPECT TO PERFORMANCE COMPENSATION AWARDS.  With regard to a particular Performance Period, the Committee shall have full discretion to select the length of such Performance Period, the type(s) of Performance Compensation Awards to be issued, the Performance Criteria that will be used to establish the Performance Goal(s), the kind(s) and/or level(s) of the Performance Goals(s) that is (are) to apply, or any combination of the foregoing, and the Performance Formula.  Within the first 90 days of a Performance Period (or, if shorter, within the maximum period allowed under Section 162(m) of the Code), the Committee shall, with regard to the Performance Compensation Awards to be issued for such Performance Period, exercise its discretion with respect to each of the matters enumerated in the immediately preceding sentence and record the same in writing.

(d)        MODIFICATION OF PERFORMANCE GOALS.  The Committee is authorized at any time during the first ninety (90) days of a Performance Period (or, if shorter, within the maximum period allowed under Section 162(m) of the Code), or any time thereafter (but only to the extent the exercise of such authority after such 90-day period (or such shorter period, if applicable) would not cause the Performance Compensation Awards granted to any participant for the Performance Period to fail to qualify as �qualified performance-based compensation� under Section 162(m) of the Code), in its sole discretion, to adjust or modify the calculation of a Performance Goal for such Performance Period to the extent permitted under Section 162(m) of the Code (i) in the event of, or in anticipation of, any unusual or extraordinary corporate item, transaction, event or development affecting the Company (to the extent applicable to such Performance Goal) or (ii) in recognition of, or in anticipation of, any other unusual or nonrecurring events affecting the Company (to the extent applicable to such Performance Goal), or the financial statements of the Company (to the extent applicable to such Performance Goal), or of changes in applicable rules, rulings, regulations or other requirements of any governmental body or securities exchange, accounting principles, law or business conditions.

(e)        PAYMENT OF PERFORMANCE COMPENSATION AWARDS.

(i)        A Participant must be employed by the Company on the last day of a Performance Period to be eligible for payment in respect of a Performance Compensation Award for such Performance Period.  Notwithstanding the foregoing, in the discretion of the Committee, Performance Compensation Awards may be paid to a Participant whose Active Status as an employee has terminated after the beginning of the Performance Period for which a Performance Compensation Award is made, or to the designee or estate of a Participant who died prior to the last day of a Performance Period.

(ii)        A Participant shall be eligible to receive payments in respect of a Performance Compensation Award only to the extent that (1) the Performance Goal(s) for such period are achieved and certified by the Committee in accordance with Section 13(e)(iii) and (2) the Performance Formula as applied against such Performance Goal(s) determines that all or some portion of such Participant�s Performance Compensation Award has been earned for the Performance Period.

(iii)        Following the completion of a Performance Period, the Committee shall meet to review and certify in writing whether, and to what extent, the Performance Goals for the Performance Period have been achieved and, if so, to calculate and certify in writing that amount of the Performance Compensation Awards earned for the period based upon the Performance Formula.  The Committee shall then determine the actual size of each Participant�s Performance Compensation Award for the Performance Period.

(iv)        [Intentionally omitted]

(v)        The Performance Compensation Awards granted for a Performance Period shall be paid to Participants as soon as administratively possible following completion of the certifications required by Section 13(e)(iii), unless the Committee shall determine that any Performance Compensation Award shall be deferred.
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(vi)        In no event shall any discretionary authority granted to the Committee by the Plan be used to (1) grant or provide payment in respect of Performance Compensation Awards for a Performance Period if the Performance Goals for such Performance Period have not been attained, or (2) increase a Performance Compensation Award for any Participant at any time after the first 90 days of the Performance Period (or, if shorter, the maximum period allowed under Section 162(m)).

PART IV.

TERM OF PLAN AND SHAREHOLDER APPROVAL

SECTION 14.    TERM OF PLAN.  The Plan shall become effective as of the Effective Date.  The Plan shall continue in effect until the (i) 10th yearly anniversary of the Effective Date; provided, however, that upon approval of the plan amendments proposed at the 2010 Annual Meeting of Shareholders, the Plan shall continue in effect until midnight on June 7, 2020, or (ii) until terminated under Section 15 of the Plan or extended by an amendment approved by the shareholders of the Company pursuant to Section 15(a).

SECTION 15.    AMENDMENT AND TERMINATION OF THE PLAN.

(a)        AMENDMENT AND TERMINATION.  The Board or the Committee may amend or terminate the Plan from time to time in such respects as the Board may deem advisable (including, but not limited to amendments which the Board deems appropriate to enhance the Company�s ability to claim deductions related to stock option exercises); provided that to the extent required by the Code or the rules of Nasdaq or the SEC, shareholder approval shall be required for any amendment of the Plan.  Subject to the foregoing, it is specifically intended that the Board or Committee may amend the Plan without shareholder approval to comply with legal, regulatory and listing requirements and to avoid unanticipated consequences deemed by the Committee to be inconsistent with the purpose of the Plan or any Award Agreement.

(b)        PARTICIPANTS IN FOREIGN COUNTRIES.  The Committee shall have the authority to adopt such modifications, procedures, and sub-plans as may be necessary or desirable to comply with provisions of the laws of foreign countries in which the Company or its Subsidiaries may operate to assure the viability of the benefits from Awards granted to Participants performing services in such countries and to meet the objectives of the Plan.

(c)        EFFECT OF AMENDMENT OR TERMINATION.  Any amendment or termination of the Plan shall not affect Awards already granted and such Awards shall remain in full force and effect as if this Plan had not been amended or terminated, unless mutually agreed otherwise between the Participant and the Committee, which agreement must be in writing and signed by the Participant and the Company.

SECTION 16.    SHAREHOLDER APPROVAL.  The effectiveness of the Plan, or any amendment thereof requiring approval of the shareholders of the Company, is subject to approval by the shareholders of the Company in accordance with applicable Nasdaq rules.
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