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JOE'S JEANS INC.
5901 South Eastern Avenue
Commerce, California 90040

(323) 837-3700

September 10, 2009

Dear Stockholder:

        You are cordially invited to attend the 2009 annual meeting of stockholders of Joe's Jeans Inc., or Joe's, which will be held at the
Doubletree Hotel, 5757 Telegraph Road, Commerce, California 90040, (near Los Angeles, California), on Thursday, October 8, 2009. The 2009
annual meeting of stockholders will begin promptly at 9:00 a.m. local time.

        The accompanying notice of annual meeting and proxy statement, which you are urged to read carefully, provides important information
regarding the business to be conducted at the annual meeting.

        You are requested to complete, date and sign the enclosed proxy card and promptly return it in the enclosed envelope, whether or not you
plan to attend the annual meeting. If you do attend the meeting, you may vote in person even if you have submitted a proxy card.
REGARDLESS OF THE NUMBER OF SHARES YOU OWN OR WHETHER YOU PLAN TO ATTEND THE ANNUAL MEETING, IT IS
IMPORTANT THAT YOUR SHARES BE REPRESENTED AND VOTED. If you hold your shares in "street name" (that is, through a broker,
bank or other nominee), please review the instructions on the proxy forwarded by your broker, bank or other nominee regarding the option, if
any, to vote on the Internet or by telephone. If you plan to attend the meeting in person, please remember to bring a form of personal
identification with you and, if you are acting as a proxy for another stockholder, please bring written confirmation from the record owner that
you are acting as a proxy.

        On behalf of the Board of Directors, I thank you for your support and continued interest in our company.

Sincerely,

Samuel J. Furrow
CHAIRMAN OF THE BOARD OF
DIRECTORS
JOE'S JEANS INC.

This notice of annual meeting and proxy statement and proxy are first being mailed on or about September 11, 2009 to our common
stockholders.
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JOE'S JEANS INC.
5901 South Eastern Avenue
Commerce, California 90040

(323) 837-3700

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON THURSDAY, OCTOBER 8, 2009

Time and Date 9:00 a.m., local time on Thursday, October 8, 2009
Place The Doubletree Hotel, 5757 Telegraph Road, Commerce, California 90040
Items of
Business

(1) To elect seven directors to serve on the Board of Directors until the 2010 annual meeting of stockholders or
until their respective successors are elected and qualified;
(2) To consider and approve an amendment to the 2004 Stock Incentive Plan to increase the number of
authorized shares available for issuance under the 2004 Stock Incentive Plan by 4 million shares from 8,265,172
shares to 12,265,172;
(3) To ratify the appointment of Ernst & Young LLP as our independent registered public accounting firm for
the fiscal year ending November 30, 2009; and
(4) To transact such other business as may properly come before the annual meeting or any adjournment or
postponement thereof.

Record Date You can vote if, at the close of business on September 10, 2009, you were a holder of record of our common
stock.

Proxy Voting All stockholders are cordially invited to attend the Annual Meeting in person. However, to ensure your
representation at the Annual Meeting, you are urged to vote promptly by signing and returning the enclosed
proxy card, or if you hold your shares in street name using the voting instruction card provided by your broker,
bank or nominee, or by accessing the worldwide website or toll-free number indicated on the voting instructions
accompanying your proxy card to vote via the Internet or phone.

The Board of Directors unanimously recommends that you vote to:

�
elect all director nominees;

�
approve the amendment to our stock incentive plan to increase the number of shares authorized for issuance by
4 million shares; and

�
ratify the appointment of auditors as described in detail in the accompanying proxy statement.

        Pursuant to new rules promulgated by the Securities and Exchange Commission, or SEC, we have elected to provide access to our proxy
materials both by sending you this full set of proxy materials, including a proxy card, and by notifying you of the availability of our proxy
materials on the Internet.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholders to Be Held on October 8,
2009. This proxy statement and our 2008 Annual Report are available free of charge at http://www.joesjeans.com/2009proxy.

By Order of the Board of Directors,
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Samuel J. Furrow
Chairman of the Board of Directors
Commerce, California
September 10, 2009
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 STATEMENTS REGARDING FORWARD-LOOKING INFORMATION

        This proxy statement contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.
These forward-looking statements relate to the financial condition, results of operations, cash flows, financing plans, business strategies, capital
and other expenditures, competitive positions, growth opportunities for existing products, plans and objectives of management and other matters.
Statements in this document that are not historical facts are identified as forward-looking statements for the purpose of the safe harbor provided
by Section 21E of the Securities Exchange Act of 1934 and Section 27A of the Securities Act of 1933.

        When we use the words "anticipate," "estimate," "project," "intend," "expect," "plan," "believe," "should," "likely" and similar expressions,
we are making forward-looking statements. These forward-looking statements are found at various places throughout this proxy statement and
the other documents we incorporate by reference in this proxy statement. We caution you not to place undue reliance on these forward-looking
statements, which speak only as of the date they were made. We do not undertake any obligation to publicly release any revisions to these
forward-looking statements to reflect events or circumstances after the date of this proxy statement or to reflect the occurrence of unanticipated
events.

        These forward-looking statements, including statements relating to future business prospects, revenues, working capital, liquidity, capital
needs and income, wherever they occur in this proxy statement, are estimates reflecting our best judgment. These forward-looking statements
involve a number of risks and uncertainties that could cause actual results to differ materially from those suggested by the forward-looking
statements. Forward-looking statements should, therefore, be considered in light of various important factors, including those set forth in this
proxy statement and those discussed from time to time in our Securities and Exchange Commission, or SEC, reports, including our annual report
on Form 10-K for the year ended November 30, 2008 filed with the SEC on April 30, 2009. You should read and consider carefully the
information about these and other risks set forth under the caption "Risk Factors" in such filings.

1
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 QUESTIONS AND ANSWERS
ABOUT THE PROXY MATERIALS

AND THE ANNUAL MEETING

        Although we encourage you to read the proxy statement in its entirety, we include these "Questions and Answers" to provide background
information and brief answers to several questions that you may have about the proxy materials in general.

Q:    Why am I receiving these materials?

A:
The Board of Directors of Joe's, or our Board of Directors, is providing these proxy materials to you in connection with our annual
meeting of stockholders, which will take place on Thursday, October 8, 2009. Our common stockholders are invited to attend the
annual meeting and are entitled to and requested to vote on the proposals described in this proxy statement.

Q:    What information is contained in this proxy statement?

A:
The information included in this proxy statement relates to the proposals to be voted on at the annual meeting, the voting process,
information including compensation concerning directors and our most highly paid executive officers, and certain other required
information.

Q:    What proposals will be voted on at the annual meeting?

A:
The proposals scheduled to be voted on at the annual meeting are:

        (1)   To elect seven directors to serve on the Board of Directors until the 2010 annual meeting of stockholders or until their
respective successors are elected and qualified;

        (2)   To consider and approve an amendment to the 2004 Stock Incentive Plan to increase the number of authorized shares
available for issuance under the 2004 Stock Incentive Plan by 4 million shares from 8,265,172 shares to 12,265,172 shares;

        (3)   To ratify the appointment of Ernst & Young LLP as our independent registered public accounting firm for the fiscal year
ending November 30, 2009.

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

We will also consider any other business that properly comes before the annual meeting.

Q:    How does the Board of Directors recommend that I vote?

A:
Our Board of Directors unanimously recommends that you vote your shares:

�
"FOR" each of the nominees to the Board of Directors;

�
"FOR" the approval of the amendment to our Stock Incentive Plan to increase the number of shares authorized for issuance
by 4 million shares; and

�
"FOR" the ratification of the appointment of Ernst & Young LLP as our independent registered public accounting firm for
the fiscal year ending November 30, 2009.
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Q:    What shares can I vote?

A:
Each share of our common stock issued and outstanding as of the close of business on September 10, 2009, or the Record Date, is
entitled to vote for all proposals being voted upon at the annual meeting. You may cast one vote per share of common stock held by
you as of the Record Date. These shares include shares that are (1) held directly in your name as the common

2
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stockholder of record, and (2) shares held for you as the beneficial owner through a broker, bank or other nominee. As of
September 10, 2009, we had 60,455,256 shares of common stock issued and outstanding and 879 common stockholders of record.

Q:    What is the difference between holding shares as a common stockholder of record and as a beneficial owner?

A:
Most of our common stockholders hold their shares through a broker, bank or other nominee rather than directly in their own name. As
summarized below, there are some distinctions between shares held of record and those owned beneficially.

Common Stockholder of Record

If your shares are registered directly in your name with our transfer agent, Continental Stock Transfer and Trust Company, you are
considered with respect to those shares the common stockholder of record and these proxy materials are being sent directly to you by
us. As the common stockholder of record, you have the right to grant your voting proxy directly to us or to vote in person at the annual
meeting. We have enclosed a proxy card for you to use.

Beneficial Owner

If your shares are held in a brokerage account or by a bank or other nominee, you are considered the beneficial owner of shares of our
common stock held in street name, and these proxy materials are being forwarded to you by your broker, bank or nominee who is
considered with respect to those shares the common stockholder of record. As the beneficial owner, you have the right to direct your
broker, bank or other nominee on how to vote and are also invited to attend the annual meeting. However, since you are not the
common stockholder of record, you may not vote these shares in person at the annual meeting unless you obtain a legal proxy from the
broker, bank, or nominee that holds your shares giving you the right to vote the shares at the annual meeting. Your broker, bank or
nominee has enclosed a voting instruction card for you to use in directing the broker or nominee regarding how to vote your shares.
You may also be able to vote your shares by Internet or telephone as described below under "How can I vote my shares without
attending the annual meeting?"

Q:    How can I attend the annual meeting?

A:
You are entitled to attend the annual meeting only if you are a Joe's common stockholder of record as of the close of business on the
Record Date or you hold a valid proxy for the annual meeting. You should be prepared to present photo identification for admittance.
If you are not a common stockholder of record, but hold the shares through a broker, bank or nominee (i.e., in street name), you should
provide proof of beneficial ownership on the Record Date, such as your most recent account statement prior to September 10, 2009, a
copy of the voting instruction card provided by your broker, bank or nominee, or other similar evidence of ownership. If you do not
provide photo identification or comply with the other procedures outlined above upon request, you will not be admitted to the annual
meeting.

Q:    How can I vote my shares in person at the annual meeting?

A:
Shares held in your name as the common stockholder of record may be voted in person at the annual meeting. Shares held beneficially
in street name may be voted in person only if you obtain a legal proxy from your broker, bank or other nominee that holds your shares
giving you the right to vote the shares. Even if you plan to attend the annual meeting, we recommend that you also submit

3
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your proxy or voting instructions as described below so that your vote will be counted if you later decide not to attend the meeting.

Q:    How can I vote my shares without attending the annual meeting?

A:
Whether you hold your shares directly as the common stockholder of record or beneficially in street name, you may direct how your
shares are voted without attending the meeting. If you are a common stockholder of record, you may vote by submitting a proxy card,
which is accompanying this proxy statement. If you hold shares beneficially in street name, you may vote by submitting voting
instructions to your broker, bank or nominee. For directions on how to vote, please refer to the instructions below and those included
on your proxy card, or for shares held beneficially in street name, you may vote by submitting voting instructions to your broker, bank
or nominee.

By Mail�Our common stockholders of record may submit proxies by completing, signing and dating their proxy cards and mailing
them in the accompanying pre-paid, pre-addressed envelope. Our common stockholders who hold shares beneficially in street name
may vote by mail by completing, signing and dating the voting instruction card provided by their broker, bank or nominee and mailing
them in the accompanying pre-addressed envelope.

By Internet�Our common stockholders who hold shares beneficially in street name or of record may vote by accessing the website
specified on the voting instruction cards provided by their brokers, banks or nominees. Please check the voting instruction card for
Internet voting availability.

By Telephone�Our common stockholders who hold shares beneficially in street name or of record may vote by phone by calling the
number specified on the voting instruction cards provided by their brokers, banks or nominees. Please check the voting instruction
card for telephone voting availability.

Q:    May I change my vote?

A:
You may change your vote at any time prior to the vote at the annual meeting. If you are a common stockholder of record, you may
change your vote by granting a new proxy card bearing a later date (which automatically revokes the earlier proxy), by providing
written notice of revocation to our Corporate Secretary prior to your shares being voted, or by attending the annual meeting and voting
in person. Attendance at the annual meeting will not cause your previously granted proxy to be revoked unless you specifically so
request. For shares you hold beneficially in street name, you may change your vote by submitting new voting instructions to your
broker, bank or nominee, or, if you have obtained a legal proxy from your broker, bank or nominee giving you the right to vote your
shares, by attending the meeting and voting in person.

Q:    Is my vote confidential?

A:
Proxy instructions, ballots and voting tabulations that identify individual common stockholders are handled in a manner that protects
your voting privacy. Your vote will not be disclosed either within our company or to third parties, except: (1) as necessary to meet
applicable legal requirements, (2) to allow for the tabulation of votes and certification of the vote, and (3) to facilitate a successful
proxy solicitation. If a common stockholder submits a proxy card with a written comment, then that proxy card will be forwarded to
our management.

Q:    How many shares must be present or represented to conduct business at the annual meeting?

A:
The quorum requirement for holding the annual meeting and for transacting business is that the holders of a majority of shares of our
common stock entitled to vote must be present in person or

4
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represented by proxy. Your shares will be counted for purposes of determining if there is a quorum, whether representing votes for,
against, withheld or abstained, if you:

�
are present and vote at the annual meeting; or

�
properly submit a proxy card or vote over the Internet or by telephone.

Broker non-votes are counted as present for the purpose of determining the existence of a quorum at the annual meeting.

Q:    How are votes counted?

A:
For the election of directors, you may vote "FOR" all of the nominees or your vote may be "WITHHELD" for one or more of the
nominees. For the other items of business, you may vote "FOR," "AGAINST" or "ABSTAIN." If you "ABSTAIN," the abstention
has the same effect as a vote "AGAINST" the proposal. If you provide specific instructions with regard to certain items, your shares
will be voted as you instruct on such items. If you sign your proxy card or voting instruction card without giving specific instructions,
your shares will be voted in accordance with the recommendations of the Board of Directors, as discussed below.

Q:    What happens if I do not give specific voting instructions?

A:
If you hold shares in your name, and you sign and return a proxy card without giving specific voting instructions, the proxyholder will
vote your shares in the manner recommended by our Board of Directors on all matters presented in this proxy statement, and, with
respect to any other matters that properly come before the annual meeting, as the proxyholder may determine in his discretion.

If you hold your shares through a broker, bank or other nominee and you do not provide your broker with specific voting instructions,
your broker may vote your shares on routine matters, but not on non-routine matters. As a result, your broker may vote your shares
without your instructions with respect to Proposal 1 (election of directors) and Proposal 3 (ratification of independent registered public
accounting firm) because these matters are considered routine.

Q:    Who will count the vote?

A:
A representative of Continental Stock Transfer and Trust Company will tabulate the votes up until the morning of the meeting. At the
meeting, our inspector of election will tabulate the votes.

Q:    Who will serve as inspector of election?

A:
Ms. Lori Nembirkow, our Corporate Secretary, will serve as our inspector of election.

Q:    What is the voting requirement to approve each of the proposals?

A:
For the election of directors, the seven persons receiving a plurality of "FOR" votes at the annual meeting will be elected. All other
proposals require the affirmative "FOR" vote of a majority of those shares present in person or represented by proxy and entitled to
vote on those proposals at the annual meeting. If you hold shares beneficially in street name and do not provide your broker with
voting instructions, your shares may constitute "broker non-votes." Generally, broker non-votes occur on a matter when a broker is not
permitted to vote on that matter without instructions from the beneficial owner and instructions are not given. Brokers may vote your
shares with respect to Proposal 1 and Proposal 3 since each is a routine matter. If the broker is not instructed with respect to any
proposals other than Proposals 1 and 3, the shares will constitute broker non-votes. In tabulating the voting results for any particular
proposal, shares that constitute
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broker non-votes are not considered entitled to vote on that proposal. Thus, broker non-votes will not be counted in the vote total.
Abstentions have the same effect as votes against the matter.

Q:    What happens if additional proposals are presented at the annual meeting?

A:
Other than the three proposals described in this proxy statement, we are not aware of any other business to be acted upon at the annual
meeting. If you grant a proxy, the person named as proxyholder, Marc Crossman, will have the discretion to vote your shares on any
additional matters properly presented for a vote at the meeting. If for any unforeseen reason any of our nominees for our Board of
Directors is not available as a candidate, the persons named as proxyholders will vote your proxy for such other candidate or
candidates as may be nominated by the Board of Directors.

Q:    What should I do if I receive more than one set of voting materials?

A:
You may receive more than one set of voting materials, including multiple copies of this proxy statement and multiple proxy cards or
voting instruction cards. For example, if you hold your shares in more than one brokerage account, you may receive a separate voting
instruction card for each brokerage account in which you hold shares. If you are a common stockholder of record and your shares are
registered in more than one name, you will receive more than one proxy card. Please complete, sign, date and return each proxy card
and voting instruction card that you receive.

Q:    Who will bear the costs of soliciting votes for the annual meeting?

A:
We are making this solicitation and will pay the entire cost of preparing, assembling, printing, mailing and distributing these proxy
materials and soliciting votes. In addition to the mailing of these proxy materials, the solicitation of proxies or votes may be made in
person, by telephone or by electronic communication by our directors, officers and employees, who will not receive any additional
compensation for such solicitation activities.

To further assist in the solicitation process, we may hire a proxy solicitation firm such as The Altman Group, Inc. to solicit proxies by
personal interviews, telephone, telegram or otherwise. If we hire them, we expect to pay to them an initial fee of approximately $6,500
and additional compensation on an as-needed basis for telephone solicitation and solicitations made by other means.

Q:    Can I access the Notice of Annual Meeting, Proxy Statement and 2008 Annual Report on the internet?

A.
The Notice of Annual Meeting, Proxy Statement and 2008 Annual Report are available at http://www.joesjeans.com/2009proxy.

Q:    Where can I find the results of the annual meeting?

A:
We will announce preliminary voting results at the annual meeting and publish final results in a Current Report on Form 8-K to be
filed with the Securities and Exchange Commission, or SEC, within four days after the annual meeting.

Q:    Where can I obtain a copy of Joe's Annual Report on Form 10-K for the year ended November 30, 2008?

A:
A copy of our Annual Report on Form 10-K for the year ended November 30, 2008 is enclosed with this proxy statement.

6
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Q:    What if I share an address with another common stockholder?

A:
In some instances, we may deliver to multiple common stockholders sharing a common address only one copy of this proxy statement
and its attachments. If requested by phone or in writing, we will promptly provide a separate copy of the proxy statement and its
attachments to a common stockholder sharing an address with another common stockholder. Requests by phone should be directed to
our Corporate Secretary at (323) 837-3700 and requests in writing should be sent to Joe's Jeans Inc., Attention: Corporate Secretary,
5901 South Eastern Avenue, Commerce, California 90040. Our common stockholders sharing an address who currently receive
multiple copies and wish to receive only a single copy should contact their broker or send a signed, written request to us at the address
above.

Q:    What is the deadline to propose actions for consideration at next year's annual meeting of stockholders?

A:
You may submit proposals, including director nominations, for consideration at future common stockholder meetings. We expect to
hold our 2010 annual meeting of stockholders in or around late October of 2010. Our common stockholders may submit proposals that
they believe should be voted upon at the 2010 annual meeting consistent with regulations of the SEC and our bylaws.

Pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, some stockholder proposals may be eligible for inclusion in our
2010 proxy statement. Any such stockholder proposals must be submitted in writing to and received by the Corporate Secretary of
Joe's at 5901 South Eastern Avenue, Commerce, California 90040 no later than May 14, 2010. The submission of a stockholder
proposal does not guarantee that it will be included in our proxy statement.

A stockholder may also submit a proposal for consideration outside of Rule 14a-8. Pursuant to Rule 14a-4(c)(1), a stockholder may
submit a proposal for consideration at the annual meeting. Any such stockholder proposals to be considered at the annual meeting
must be submitted in writing to and received by our Corporate Secretary no later than July 28, 2010 to be considered timely. The
submission of a stockholder proposal does not guarantee that it will be presented at the annual meeting.

Our common stockholders interested in submitting a proposal are advised to contact knowledgeable legal counsel with regard to the
detailed requirements of applicable federal securities laws and the our bylaws, as applicable.

Q:    How can I communicate with the Board of Directors?

A:
Stockholders may communicate with the Board of Directors by sending a letter to the Board of Directors of Joe's Jeans Inc., c/o Office
of Corporate Secretary, 5901 South Eastern Avenue, Commerce, California 90040. Each communication must contain a clear notation
indicating that it is a "Stockholder�Board Communication" or "Stockholder�Director Communication," and each communication must
identify the author as a stockholder. The office of the Corporate Secretary will receive the correspondence and forward it to the
Chairman of the Board or to any individual director or directors to whom the communication is directed, unless the communication is
unduly hostile, threatening, illegal, does not reasonably relate to us or our business, or is similarly inappropriate. The office of the
Corporate Secretary has authority to discard any inappropriate communications or to take other appropriate actions with respect to any
inappropriate communications.

7
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Q:    How do I recommend a candidate for election as a director?

A:
Stockholders who wish to recommend a candidate for election as a director at our 2010 annual meeting must submit their
recommendations no later than May 14, 2010. Stockholders may recommend candidates for consideration by the Board of Directors'
Nominating and Governance Committee by providing written notice to Joe's Jeans Inc., c/o Office of Corporate Secretary, 5901 South
Eastern Avenue, Commerce, California 90040. The written notice must provide the candidate's name, age, business and residence
addresses, biographical data, including principal occupation, qualifications, the number and class of our shares, if any, beneficially
owned by the candidate, and all other information regarding candidates required by Section 14 of the Securities Exchange Act of 1934,
as amended, and the rules and regulations promulgated thereunder. A written statement from the candidate consenting to be named as
a candidate and, if nominated and elected, to serve as a director should accompany any stockholder recommendation. Any stockholder
who wishes to recommend a nominee for election as director must also provide his, her or its name and address, the number and class
of shares beneficially owned by the stockholder, a description of all arrangements or understandings relating to the nomination among
the stockholder making the nomination, the proposed nominee and any other person or persons (including their names), and all other
information regarding the stockholder required by Section 14 of the Exchange Act and the rules and regulations promulgated
thereunder.

8
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JOE'S JEANS INC.
5901 SOUTH EASTERN AVENUE

COMMERCE, CALIFORNIA 90040

PROXY STATEMENT

ANNUAL MEETING OF STOCKHOLDERS TO BE HELD ON THURSDAY, OCTOBER 8, 2009

PROPOSAL 1

ELECTION OF DIRECTORS

        Our bylaws provide that our Board of Directors will consist of not less than three directors, with the exact number of directors (subject to
such minimum and any range of size established by our common stockholders) to be determined by resolution of our Board of Directors.
Currently, the number of directors has been set at seven. At our annual meeting, seven directors will be elected to serve until the 2010 annual
meeting of stockholders, which we expect to hold around late October of 2010. Our Board of Directors' nominees for election are set forth
below.

Q:    What is the vote required to approve Proposal 1?

A:
Our Board of Directors will be elected by a plurality vote. Unless otherwise instructed on the proxy, properly executed proxies will be
voted for the election of all of the director nominees set forth below. Our Board of Directors believes that all such nominees will stand
for election and will serve if elected. However, if any of the persons nominated by the Board of Directors fails to stand for election or
is unable to accept election, proxies will be voted by the proxy holders for the election of such other person or persons as the Board of
Directors may recommend.

Q:    How does the Board of Directors recommend I vote?

A:
Our Board of Directors unanimously recommends a vote "FOR" the director nominees listed below.

Q:    What information is provided with respect to nominees to the Board of Directors?

A:
The following table sets forth information regarding our nominees to our Board of Directors:

Name Age Position

Year
First

Elected
Director

Samuel J. (Sam) Furrow 67 Chairman of the Board of Directors 1998
Marc B. Crossman 37 Chief Executive Officer, President, and Director 1999
Joe Dahan 41 Creative Director and Director 2007
Kelly Hoffman(2)(3) 51 Director 2004
Thomas
O'Riordan(1)(2)(3)

53 Director 2006

Suhail R. Rizvi(1)(2)(3) 43 Director 2003
Kent Savage(1)(3) 47 Director 2003

(1)
Member of the Audit Committee

(2)
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(3)
Member of the Nominating and Governance Committee
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Q:    What is the business experience of the nominees for election to our Board of Directors?

A:
The business experience of our nominees for election to our Board of Directors is as follows:

Samuel J. (Sam) Furrow has served as Chairman of our Board of Directors since October 1998. Mr. Furrow became a member of our
Board of Directors in April 1998 and served as our Chief Executive Officer from October 1998 until December 2000. Mr. Furrow also
has been Chairman of the Board of Furrow Auction Company, a real estate and equipment sales company with its headquarters in
Knoxville, Tennessee, since April 1968; Chairman of Furrow�Justice Machinery Corporation, a six-branch industrial and construction
equipment dealer, since 1983; owner of Knoxville Motor Company�Mercedes Benz and Land Rover of Knoxville since December 1980
and July 1997, respectively. Mr. Furrow received his undergraduate and J.D. degrees from the University of Tennessee. Sam Furrow is
the father of our former Chief Executive Officer and Director, Samuel J. (Jay) Furrow, Jr.

Marc B. Crossman has served as our Chief Executive Officer since January 2006, our President since September 2004 and a member
of our Board of Directors since January 1999. From March 2003 until August 2007, Mr. Crossman served as our Chief Financial
Officer. From January 1999 until March 2003, Mr. Crossman served as a Vice President and Equity Analyst with J.P. Morgan
Securities Inc. From September 1997 until January 1999, Mr. Crossman served as a Vice President and Equity Analyst with CIBC
Oppenheimer Corporation. Mr. Crossman received his B.S. degree in Mathematics from Vanderbilt University.

Joe Dahan has served as the president and head designer for our Joe's Jeans subsidiary since its formation in February 2001, and as
Creative Director and a member of our Board of Directors since October 2007. Mr. Dahan is responsible for the design, development
and marketing of Joe's products. From 1996 until 2001, Mr. Dahan was the head designer for Azteca Production International, Inc., or
Azteca, where he was responsible for the design, development and merchandising of product lines developed by Azteca, a
manufacturer of branded and private label denim products. From 1989 until 1996, Mr. Dahan was engaged in the design and
development of apparel products for a company of which he was an owner and operator.

Kelly Hoffman has served as a member of our Board of Directors since June 2004. Mr. Hoffman has served as Chairman of the Board
of Directors and Chief Executive Officer of Varsity Media Group Inc., a new media company dedicated to teenagers, since he founded
the company in 1998. From 1991 until 1998, Mr. Hoffman owned AOCO Operating, a company that raised capital for the acquisition
of property in Texas, Louisiana and New Mexico. From 1989 until 1991, Mr. Hoffman served in a similar position for Texakoma
Financial, an oil and gas partnership that raised capital for acquisition of property in Texas, Louisiana and New Mexico. Prior to that,
Mr. Hoffman served in various sales and marketing positions for PAZ Syndicate, a conglomerate based in Tel Aviv, Israel that owned
diverse interests worldwide. Prior to that, Mr. Hoffman specialized in securing capital from investors for investment in various limited
partnerships in the oil and gas industry for Paso Energy. Mr. Hoffman began his oil and gas career at Amoco Production Company in
Texas in various positions. Mr. Hoffman attended Texas Tech University and majored in Business Administration.

Thomas O'Riordan has served as a member of our Board of Directors since April 2006. Since August 2009 and from 1988 to 1995,
Mr. O'Riordan has served as President of Tom O'Riordan & Associates, a sales and marketing company focused on the athletic
footwear, apparel and sporting goods industries. Prior to that, from March 2007 to August 2009, Mr. O'Riordan has served as Chief
Executive Officer of American Sporting Goods Corporation, a privately held manufacturer and retailer of athletic footwear with such
brands as And1, Avia, Ryka, Yukon, Triple 5 Soul, NSS and Nevados. From 2004 to 2007, Mr. O'Riordan acted in an executive
consulting and advisory capacity to the senior management team of Fila Holding Company, a publicly traded manufacturer
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and retailer of branded footwear, apparel and accessories, and to other investment advisors and funds in the retail and consumer
products sector. From 1999 to 2004, Mr. O'Riordan served in various executive management capacities with Fila Holding Company,
ultimately serving as Chief Executive Officer from 2003 to 2004. From 1995 until 1998, Mr. O'Riordan served as Director of
Operations of Adidas America, a publicly traded manufacturer and retailer of branded athletic footwear, apparel and accessories.
Mr. O'Riordan began his career in sales for Brooks Shoe Company. Mr. O'Riordan received his B.S. degree in Marketing and
Management from Rider University.

Suhail R. Rizvi has served as a member of our Board of Directors since April 2003. Since 2004, Mr. Rizvi has served as founder and
Chief Investment Officer of Rizvi--Traverse Management LLC and other related funds. Mr. Rizvi has over twenty years of private
equity investing experience for his own account and as a fiduciary for institutional investors through various entities or funds as
founder, principal or manager. Mr. Rizvi also serves as Chairman of the Board of Directors of AG Holdings, a diversified investment
company with interests in various manufacturing companies and as a member of the Board of Directors for International Creative
Management, Inc. a global talent and literary agency. Mr. Rizvi received his B.S. degree in Economics from the Wharton School of
the University of Pennsylvania and sits on the Wharton Undergraduate Executive Board.

Kent Savage has served as a member of our Board of Directors since July 2003. Since June 2006, Mr. Savage has served as Founder
and CEO of Famecast, Inc., a privately held interactive branded entertainment and contest management company. Beginning in June
2005, Mr. Savage consulted with Famecast, Inc. on all aspects of the company's founding. From January 2004 until June 2005,
Mr. Savage served as Chief Executive Officer for Digital Lifestyles Group, Inc. (DLFG.PK), a publicly traded manufacturer and
distributor of personal computers. Between February 2003 and January 2004, Mr. Savage served in various consulting capacities to
start-up companies. From September 2002 until February 2003, Mr. Savage served as co-founder, Chief Sales and Marketing Officer
for TippingPoint Technologies (NASDAQ: TPTI), which was acquired by 3Com. From February 1999 until August 2001, Mr. Savage
served as co-founder, CEO and President for Netpliance, Inc. From April 1998 until February 1999, Mr. Savage served as General
Manager, Broadband for Cisco Systems Inc. Service Provider Line of Business. From July 1996 until April 1998, Mr. Savage served
as Vice President, Sales and Marketing for NetSpeed, Inc. Mr. Savage received his B.S. degree in Business from Oklahoma State
University, attended University of Virginia's Executive Leadership Program, and received his M.B.A. degree from Southern Methodist
University.

Q:    How are the Board of Directors elected and how many meetings were held in fiscal 2008?

A:
Each member of our Board of Directors is elected at the annual meeting of stockholders and serves until the next annual meeting of
stockholders and until a successor has been elected and qualified or his earlier death, resignation or removal. Vacancies on the Board
of Directors are filled by a majority vote of the remaining Board of Directors. Our Board of Directors manages us through board
meetings and through its committees. During fiscal 2008, our Board of Directors met or acted through written consent a total of seven
times. No incumbent member of our Board of Directors who served as a director in fiscal 2008 attended in person or via
teleconference less than 75% of all the meetings of our Board of Directors and the committees on which he served during fiscal 2008.
Although we do not have a formal policy regarding attendance at our annual meeting of stockholders, we attempt to accommodate the
schedules of each member of our Board of Directors in choosing a date for our annual meeting of stockholders and our annual meeting
of our Board of Directors. In fiscal 2008, all of our members of our Board of Directors attended the annual meeting of our Board of
Directors and our annual meeting of stockholders.
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Q:    What committees does the Board of Directors have?

A:
Our Board of Directors has an Audit Committee, Compensation and Stock Option Committee and Nominating and Governance
Committee.

Audit Committee.    The Audit Committee is currently comprised of Messrs. Savage, Rizvi, and O'Riordan. Mr. Savage serves as
Chairman of the Audit Committee. The Audit Committee met or acted through written consent a total of four times in fiscal 2008.

The Audit Committee has been established to: (a) assist our Board of Directors in its oversight responsibilities regarding (1) the
integrity of our financial statements, (2) our compliance with legal and regulatory requirements, (3) the independent accountant's
qualifications and independence and (4) the performance of the our internal audit function; (b) prepare the report required by the SEC
for inclusion in the our annual proxy statement; (c) retain and terminate our independent accountant; (d) approve audit and non-audit
services to be performed by the independent accountant; and (e) perform such other functions as our Board of Directors may from time
to time assign to the Audit Committee. The Audit Committee has a charter that details its duties and responsibilities, which was
adopted by our Board of Directors on May 22, 2003 and filed with our revised proxy statement for our last annual meeting on
April 29, 2004. Currently, all Audit Committee members are "independent" under NASDAQ listing standards and as such term is
defined in the rules and regulations of the SEC, and Mr. Rizvi has also been designated to be an "audit committee financial expert" as
such term is defined in the rules and regulations of the SEC. A copy of the Audit Committee charter can be found on our website at
www.joesjeans.com under our Investor Relations heading.

Compensation and Stock Option Committee.    Currently, the Compensation Committee is comprised of Messrs. O'Riordan, Hoffman,
and Rizvi. Mr. O'Riordan serves as Chairman of the Compensation Committee. The Compensation and Stock Option Committee met
or acted through written consent a total of five times in fiscal 2008.

The principal responsibilities of the Compensation and Stock Option Committee are to (a) assist our Board of Directors in ensuring
that a proper system of long-term and short-term compensation is in place to provide performance-oriented incentives to management,
and that compensation plans are appropriate and competitive and properly reflect the objectives and performance of management and
the company; (b) discharge our Board of Director's responsibilities relating to compensation of our executive officers; (c) evaluate our
Chief Executive Officer and set his remuneration package; (d) prepare an annual report on executive compensation for inclusion in our
annual proxy statement; (e) make recommendations to our Board of Directors with respect to incentive-compensation plans and
equity-based plans; and (f) perform such other functions as our Board of Directors may from time to time assign. The Compensation
and Stock Option Committee has a charter that details its duties and responsibilities, which was adopted by our Board of Directors on
May 22, 2003. Currently, all Compensation and Stock Option Committee members are "independent" under NASDAQ listing
standards. A copy of the Compensation and Stock Option Committee charter can be found on our website at www.joesjeans.com under
our Investor Relations heading.

Nominating and Governance Committee.    The Nominating and Governance Committee is currently comprised of Messrs. Rizvi,
Hoffman, O'Riordan, and Savage. Mr. Rizvi serves as Chairman of the Nominating and Governance Committee. The Nominating and
Governance Committee met a total of one time in fiscal 2008 and met prior to the filing of this proxy statement to propose the above
slate of nominees for election to our Board of Directors by our common stockholders for this annual meeting.
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The principal responsibilities of the Nominating and Governance Committee are to (a) assist our Board of Directors in determining the
desired experience, mix of skills and other qualities to assure appropriate Board of Directors composition, taking into account the
current members and the specific needs of the company and the Board of Directors; (b) identify highly qualified individuals meeting
those criteria to serve on our Board of Directors; (c) propose to our Board of Directors a slate of nominees for election by our common
stockholders at the annual meeting of stockholders and prospective director candidates in the event of the resignation, death, removal
or retirement of directors or a change in our Board of Directors composition requirements; (d) develop plans regarding the size and
composition of our Board of Directors and its committees; (e) review management succession plans; (f) review the Corporate
Governance Guidelines of our Board of Directors at least annually and monitor and make recommendations with respect to the
corporate governance principles applicable to the company; and (g) perform such other functions as the Board of Directors may from
time to time assign to the Nominating and Governance Committee.

The Nominating and Governance Committee has a charter that details its duties and responsibilities, which was adopted by our Board
of Directors on May 22, 2003. Currently, all Nominating and Governance Committee members are "independent" under NASDAQ
listing standards. There is no specific procedure outlined in the charter for the Nominating and Governance Committee to consider
nominees to our Board of Directors that are recommended by our common stockholders, but such nominees will be considered in
accordance with the principal responsibilities of the Nominating and Governance Committee, our bylaws and all applicable rules and
regulations relating to such nominations by our common stockholders. Please see our "Questions and Answers" beginning on page two
for deadlines to propose actions for consideration at next year's annual meeting of stockholders or to nominate individuals to serve as
directors. The Nominating and Governance Committee has the responsibility for developing criteria for the selection of new directors
and nominees for vacancies. The members of the Nominating and Governance Committee have the discretion to choose candidates
that have the desired experience, mix of skills and other qualities to assure appropriate composition while taking into account the
current members and the specific needs of our company and our Board of Directors. To date, no more specific criteria has been
developed than that set forth in the charter. A copy of the Nominating and Governance Committee charter can be found on our website
at www.joesjeans.com under our Investor Relations heading.

Q:    How are members of the Board of Directors compensated for their service?

A:
Historically, our non-employee members of our Board of Directors have been compensated for service through an equity grant. Our
Board of Directors are not compensated in any other manner, however, they are reimbursed for travel and business expenses
associated with attending our annual meeting if the Board of Director's schedule permits such attendance. Attendance in person is not
required, but we try to accommodate schedules in planning the date consistent with its past practices, on November 6, 2008, the
Compensation Committee of the Board approved grants of Restricted Stock Units, or RSUs, with a fair market value of $60,000 to
each non-employee director, which the non-employee director had the option to elect all RSUs or one-third of the fair market value in
cash and the remaining two-thirds as RSUs in order to pay certain personal income tax obligations that each would incur as a result of
the grant. The following non-employee directors each received 109,091 RSUs: Sam Furrow, Tom O'Riordan and Suhail Rizvi. The
following non-employee directors each received 73,091 RSUs and $19,800 in cash: Kelly Hoffman and Kent Savage. The RSUs vest
and the cash amounts are paid on a quarterly basis over the
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course of 12 months. This amount was determined based upon the peer group analysis and was in the 50th percentile of peer group
companies.

Name

Fees earned
or

paid in cash
Stock

Awards(1) Total
Sam Furrow $ � $ 60,000 $ 60,000
Kent Savage 19,800 40,200 60,000
Tom O'Riordan � 60,000 60,000
Suhail Rizvi � 60,000 60,000
Kelly Hoffman 19,800 40,200 60,000

$ 39,600 $ 260,400 $300,000

(1)
Represents the total fair value of 109,091 or 73,091 shares of RSUs granted to our non-employee directors on
November 6, 2008 to be recognized by us as an expense in accordance with SFAS 123R. The RSUs vest on a
quarterly basis over a 12 month period with the first tranche vested on February 6, 2009. For a discussion on the
assumptions made regarding the valuation of the stock awards, please see "Note 8�Stockholders' Equity�Stock
Incentive Plans" in our Notes to Consolidated Financial Statements.

Members of our Board of Directors who are employees receive no additional compensation for service as members of our Board of
Directors. Members of our Board of Directors who also serve on one or more committees of our Board of Directors do not receive any
additional compensation for such service.

Q:    Has our Board of Directors adopted a code of ethics?

A:
Our Board of Directors adopted a Code of Business Conduct and Ethics for all of our directors, officers and employees on May 22,
2003. Our Code of Business Conduct and Ethics is available on our website at www.joesjeans.com or you may request a free copy of
our Code of Business Conduct and Ethics from our Chief Compliance Officer at our corporate headquarters at the following address:
5901 South Eastern Avenue, Commerce, California 90040 or by calling (323) 837-3700. You may also find a copy of our Code of
Business Conduct and Ethics filed as Exhibit 14 to our Annual Report on Form 10-K for the fiscal year ended November 29, 2003
filed with the SEC on February 28, 2004.

To date, there have been no waivers under our Code of Business Conduct and Ethics. We intend to disclose any amendments to our
Code of Business Conduct and Ethics and any waiver granted from a provision of such Code on a Current Report on Form 8-K filed
with the SEC within four business days following such amendment or waiver or on our website at www.joesjeans.com within the same
time frame. The information contained or connected to our website is not incorporated by reference into this proxy statement and
should not be considered a part of this or any other report that we file or furnish to the SEC.

Q:    Does our Board of Directors have a process for our common stockholders to communicate with its members?

A:
At the present time, our Board of Directors has not adopted a formal policy to set forth a process by which our common stockholders
may communicate with the members of the Board of Directors because any correspondence addressed to any member of the Board of
Directors will be received, reviewed and forwarded to whom the correspondence is directed by the Corporate Secretary, unless the
communication is unduly hostile, threatening, illegal, does not reasonably relate to us or our business, or is similarly inappropriate.
The office of the Corporate Secretary has authority to
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discard any inappropriate communications or to take other appropriate actions with respect to any inappropriate communications. The
Board of Directors believes that not having a formal process to communicate with them does not make them less accessible to our
common stockholders and any inquiries to date have been satisfactorily processed and communicated to the appropriate members.
Each communication must contain a clear notation indicating that it is a "Stockholder�Board Communication" or "Stockholder�Director
Communication," and each communication must identify the author as a stockholder.

 PROPOSAL 2

 APPROVAL OF AMENDMENT TO 2004 STOCK INCENTIVE PLAN

        On April 7, 2004, our Board of Directors adopted the 2004 Stock Incentive Plan, or the 2004 Stock Plan. Our common stockholders
approved the 2004 Stock Plan at the annual meeting of stockholders on June 3, 2004 and approved an amendment to our 2004 Stock Plan on
June 9, 2005 and October 11, 2007 to increase in the reservation of the total shares available for issuance to 8,265,172 shares of common stock.

        Our 2004 Stock Plan provides for an award of options, whether nonqualified or incentive, restricted common stock, restricted common
stock units, performance shares, performance share units, purchases, share awards, stock appreciation rights or other awards based on the value
of our common stock. The 2004 Stock Plan also permits the Compensation and Stock Option Committee to grant certain awards, such as
performance shares, contingent upon pre-established performance goals to our executives and our subsidiaries. In order to qualify for
deductibility under Section 162(m) of the Internal Revenue Code, or the Code, the 2004 Stock Plan, including, without limitation, the
performance goals for determining performance awards set forth in the 2004 Stock Plan must be approved by our common stockholders.

Q:    What is the vote required to approve Proposal 2?

A:
The affirmative "FOR" vote of a majority of the shares present in person or represented by proxy at the annual meeting is required to
approve the amendment to the 2004 Stock Plan. Unless otherwise instructed on the proxy, properly executed proxies will be voted in
favor of this proposal.

Q:    How does the Board of Directors recommend I vote?

A:
Our Board of Directors unanimously recommends a vote "FOR" the approval of the amendment to the 2004 Stock Plan.

Q:    Why is the Board of Directors recommending this Proposal?

A:
Our Board of Directors has concluded that the adoption of the amendment to the 2004 Stock Plan is in our best interest and the interest
of our common stockholders. Our Board of Directors believes that this amendment is necessary to provide us with a sufficient reserve
of common stock for future awards of various types needed to attract, employ and retain employees, directors and consultants of
outstanding ability.
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Q:    How will the 2004 Stock Plan be amended?

A:
If approved by our common stockholders, the 2004 Stock Plan would be amended and restated to increase the total shares available for
issuance under the 2004 Stock Plan by 4 million shares from 8,265,172 shares of common stock to 12,265,172 shares of common
stock. Other than a grant of restricted common stock or restricted common stock units to be made to Marc Crossman in connection
with his employment agreement for his service during fiscal 2009 in a currently indeterminable amount equal to his base salary of
$429,300, we currently have no other specific plans, proposals or arrangements to issue any of the newly authorized shares under the
2004 Stock Plan.

Q:    When would the amendment become effective?

A:
If approved by our common stockholders, the proposed amendment to our 2004 Stock Plan will become effective upon approval. As
soon as reasonably practicable thereafter, we intend to file a registration statement covering the offering of the additional shares under
the 2004 Stock Plan with the SEC pursuant to the Securities Act of 1933, as amended.

Q:    What is a general description of the principal terms of the 2004 Stock Plan?

A:
A general description of the principal terms of the 2004 Stock Plan is set forth below. However, this summary does not purport to be a
complete description of all of the provisions of the 2004 Stock Plan, a copy of which is attached to this proxy statement as Exhibit A
and has been revised to reflect the proposed amendment to the total shares available for issuance under the 2004 Stock Plan.

        General.    The purpose of the 2004 Stock Plan is to enhance our ability to attract and retain officers, directors, employees and
consultants of outstanding ability and to provide selected officers, employees, directors and consultants with an interest in us parallel
to that of our common stockholders. The 2004 Stock Plan provides for the award of options, whether nonqualified or incentive,
restricted common stock, restricted common stock units, performance shares, performance share units, purchases, share awards, stock
appreciation rights and other awards based on the value of our common stock to our officers, employees, directors and consultants, as
well as those officers, employees, directors and consultants of our subsidiaries, such as Joe's Jeans, Inc.

        Effective Date.    The 2004 Stock Plan became effective on June 3, 2004 and was amended on June 5, 2005 and October 11,
2007 to increase the number of shares available for issuance.

        Number of Shares.    Subject to adjustment for certain corporate events, the total number of shares of common stock which are
available for the grant of awards under the 2004 Stock Plan cannot exceed 1,265,172 shares of common stock, as originally adopted. If
this Proposal 2 is approved, the total number of shares of common stock which are available for the grant of awards under the 2004
Stock Plan will be increased from 8,265,172 shares of common stock to 12,265,172 shares of common stock; provided, that, for
purposes of this limitation, any common stock subject to an option which is canceled or expires without exercise will again become
available for award under the 2004 Stock Plan. Upon forfeiture of awards in accordance with the provisions of the 2004 Stock Plan
and the terms and conditions of the award, such shares will again be available for subsequent awards under the 2004 Stock Plan.
Subject to adjustment, no employee will be granted, during any one (1) year period, options to purchase more than 1,250,000 shares of
common stock, and the number of shares of common stock subject to any awards other than options or stock appreciation rights will
not exceed 1,250,000 shares of common stock. Common stock available for issue or distribution under the 2004 Stock Plan will be
authorized and unissued shares or shares reacquired by us in any manner.
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        Administration.    The Compensation and Stock Option Committee of our Board of Directors of Directors will administer the
2004 Stock Plan. The Compensation and Stock Option Committee is currently comprised of Messrs. O'Riordan, Hoffman, and Rizvi.
All members of the Compensation and Stock Option Committee are non-employee directors within the meaning of Rule 16b-3 as
promulgated under Section 16 of the Securities Exchange Act of 1934, as amended, and are also outside directors within the meaning
of Section 162(m) of the Code. The Compensation and Stock Option Committee will (i) approve the selection of participants,
(ii) determine the type of stock awards to be made to participants, (iii) determine the number of shares of common stock subject to
awards, (iv) determine the terms and conditions of any awards granted there under (including, but not limited to, any restriction and
forfeiture conditions on such awards) and (v) have the authority to interpret the 2004 Stock Plan, to establish, amend, and rescind any
rules and regulations relating to the 2004 Stock Plan, to determine the terms and provisions of any agreements entered into thereunder,
and to make all other determinations necessary or advisable for the administration of the 2004 Stock Plan.

        Eligibility.    Employees, officers, directors and consultants of us and our subsidiaries selected by the Compensation and Stock
Option Committee are eligible to receive grants of awards under the 2004 Stock Plan. As of September 10, 2009, there were
approximately 101 employees, three executive officers and five directors eligible to participate in the 2004 Stock Plan.

        Awards.    Awards under the 2004 Stock Plan may consist of options, restricted common stock, restricted common stock units,
performance shares, performance share units, stock purchases, share awards, stock appreciation rights or other awards based on the
value of the common stock.

        (1)    Options.    Both "nonqualified stock options", or Nonqualified Stock Options, and "incentive stock options", or ISOs, may
be granted under the 2004 Stock Plan, which we will collectively refer to as Options. The terms of any such Option will be set forth in
an option agreement and will be consistent with the following:

Exercise Price.    The exercise price per share of the shares of our common stock to be purchased pursuant to any
Option will be fixed by the Compensation and Stock Option Committee at the time such Option is granted. In general, in no
event will the exercise price for ISOs be less than the fair market value of a share on the day on which the ISO is granted.
The Compensation and Stock Option Committee may also reduce the Option price of any outstanding Option either through
a direct amendment to such Option or through a cancellation of such Option and immediate grant of a new Option with a
lower Option price or in any other manner it deems appropriate.

Option Term.    Subject to termination, the duration of each Option will be determined by the Compensation and Stock
Option Committee, but may not exceed 10 years from the date of grant; provided, however, that in the case of ISOs granted
to 10% shareholders, the term of such Option will not exceed 5 years from the date of grant. In the event of a participant's
death (other than ISOs) Options that would otherwise remain exercisable following such death, will remain exercisable for
one year following such death irrespective of the terms of the Option.

Vesting.    An Option will vest and become exercisable at a rate determined by the Compensation and Stock Option
Committee on the date of grant.

        (2)    Restricted Common Stock.    The 2004 Stock Plan permits the Compensation and Stock Option Committee to award
restricted common stock under the 2004 Stock Plan to eligible participants. The Compensation and Stock Option Committee may also
award restricted common stock in the form of restricted common stock units having a value equal to an identical number of shares of
common stock. Payment of restricted common stock units will be made in common stock
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or in cash or in a combination thereof (based upon the Fair Market Value (as defined in the 2004 Stock Plan) of the common stock on
the day the restricted period expires).

        (3)    Performance Shares.    Performance shares may be granted in the form of actual shares of common stock or common stock
units having a value equal to an identical number of shares of common stock. The performance conditions and the length of the
performance period will be determined by the Compensation and Stock Option Committee, but in no event may a performance period
be less than twelve (12) months. The Compensation and Stock Option Committee will determine in its sole discretion whether
performance shares granted in the form of common stock units will be paid in cash, common stock, or a combination of cash and
common stock. Awards of performance shares to Covered Employee (as defined in the 2004 Stock Plan) will be subject to
performance goals. Performance goals may be expressed in terms of one or more of the following business criteria: revenue, earnings
before interest, taxes, depreciation and amortization, or EBITDA, funds from operations, funds from operations per share, operating
income, pre or after tax income, cash available for distribution, cash available for distribution per share, net earnings, earnings per
share, return on equity, return on assets, share price performance, improvements in our attainment of expense levels, and implementing
or completion of critical projects, or improvement in cash-flow (before or after tax). The Compensation and Stock Option Committee
will establish the relevant performance conditions within ninety (90) days after the commencement of the performance period (or such
later date as may be required by Section 162(m) of the Code). A performance goal may be measured over a performance period on a
periodic, annual, cumulative or average basis and may be established on a corporate-wide basis or established with respect to one or
more operating units, divisions, subsidiaries, acquired businesses, minority investments, partnerships, or joint ventures. The maximum
number of performance shares subject to any award to a Covered Employee is 1,250,000 for each twelve (12) months during the
performance period (or, to the extent the award is paid in cash, the maximum dollar amount of any such award is the equivalent cash
value, based on the fair market value of the common stock, of such number of shares of common stock on the last day of the
performance period). An award of performance shares to a participant who is a Covered Employee will (unless the Compensation and
Stock Option Committee determines otherwise) provide that in the event termination of continuous service prior to the end of the
performance period for any reason, such award will be payable only if the applicable performance objectives are achieved and to the
extent, if any, as the Compensation and Stock Option Committee will determine. The Compensation and Stock Option Committee may
reduce or eliminate the amount of payment with respect to any award of performance shares notwithstanding the achievement of
specified performance objective however, no adjustments will be made that would adversely impact a participant following a change
in control.

        No payments will be made with respect to any performance award unless and until the Compensation and Stock Option
Committee certifies the achievement of the performance goals.

        (4)    Share Purchases.    The Compensation and Stock Option Committee may authorize eligible individuals to purchase
common stock at price equal to, below or above the fair market value of the common stock at the time of grant.

        (5)    Share Awards.    Subject to such performance and employment conditions as the Compensation and Stock Option
Committee may determine, awards of common stock or awards based on the value of the common stock may be granted either alone
or in addition to other awards granted under the 2004 Stock Plan.

        (6)    Stock Appreciation Rights.    The Compensation and Stock Option Committee may, either alone or in connection with the
grant of another award grant stock appreciation rights, the terms of which will be set forth in an agreement.
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        Market Value of our Common Stock Underlying Outstanding Options.    As of September 10, 2009, the approximate market
value of our common stock underlying outstanding options to be issued was $4,600,000 based upon 3,022,500 options granted to
employees, officers and directors that have not yet been exercised and 3,194,465 shares of restricted stock or restricted stock units not
yet vested under the 2004 Stock Plan.

        Change in Control.    Unless otherwise provided in an award agreement, upon the occurrence of a "Change in Control" (as
defined in the 2004 Stock Plan), all options and stock appreciation rights will automatically become vested and exercisable in full and
all restrictions or performance conditions, if any, on any common stock awards, restricted common stock, restricted common stock
units, performance shares or performance share units granted will automatically lapse.

        Adjustments.    The 2004 Stock Plan provides that in the event of certain corporate events or changes in the common stock,
awards and the number of shares under the 2004 Stock Plan may be adjusted to reflect such event.

        Deferrals.    The Compensation and Stock Option Committee will be authorized to establish procedures pursuant to which the
payment of any award may be deferred.

        Amendment and Termination.    The 2004 Stock Plan will expire on June 3, 2014 (except as to awards outstanding on that date).
The Board of Directors may terminate or amend the 2004 Stock Plan in any respect at any time, except that, no amendment will be
made without our common stockholder approval, if such approval is necessary to comply with any applicable law, regulation or stock
exchange rule and, no amendment will be made that would adversely affect the rights of a participant without such participant's written
consent, except as provided under Adjustments.

Q:    What are the federal income tax consequences of options granted under the 2004 Stock Plan under the federal tax laws currently in
effect?

The following is a summary of the material federal tax consequences of receiving options in the 2004 Stock Plan and is based upon an
analysis of the present provisions of the Code and the regulations promulgated thereunder, all of which are subject to change. A
participant may also be subject to state and local taxes, the consequences of which are not discussed herein, in the jurisdiction in which
he works and/or resides. This summary is for general information purposes only and is not tax advice.

        Section 162(m) Limitation.    Subject to a limited number of exceptions, Section 162(m) of the Code denies a deduction to a
publicly held corporation for payments of remuneration to certain employees to the extent the employee's remuneration for the taxable
year exceeds $1,000,000. For this purpose, remuneration attributable to stock options is included within the $1,000,000 limitation.
However, to the extent that certain procedural requirements are met (e.g., the 2004 Stock Plan is approved by our common
stockholders, grants are made by the Compensation and Stock Option Committee, the exercise price is equal to the fair market value of
the underlying shares upon grant, etc.), gain from the exercise of stock options should not be subject to the $1,000,000 limitation. We
have attempted to structure the 2004 Stock Plan in such a manner that the remuneration attributable to the stock options will not be
subject to the $1,000,000 limitation. We have not, however, requested a ruling from the Internal Revenue Service or an opinion of
counsel regarding this issue.

        Non-Qualified Stock Options.    An individual receiving a non-qualified stock option should not recognize taxable income at the
time of grant. A participant should generally recognize ordinary compensation income in an amount equal to the excess, if any, in the
fair market value of the option shares on exercise of the non-qualified stock options over the exercise price thereof. In general, subject
to the limitations set forth in Section 162(m) and discussed above, we are entitled
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to deduct from our taxable income the amount that the participant is required to include in ordinary income at the time of such
inclusion.

        Incentive Stock Options.    An individual granted an incentive stock option will not generally recognize taxable income at the
time of grant or, subject to certain conditions, at the time of exercise, although he or she may be subject to alternative minimum tax. In
general, if a disqualifying disposition should occur (i.e., the shares acquired upon exercise of the option are disposed of within the later
of two years from the date of grant or one year from the date of exercise), a participant will generally recognize ordinary compensation
income in the year of disposition in an amount equal to the excess, if any, of the fair market value of the option shares at the time of
exercise (or, if less, the amount realized on disposition), over the exercise price thereof. We are not entitled to any deduction on
account of the grant of the incentive stock options or the participant's exercise of the option to acquire common stock. However, in the
event of a subsequent disqualifying disposition of such shares of common stock acquired pursuant to the exercise of an incentive stock
option under circumstances resulting in taxable compensation to the participant, subject to the limitations set forth in Section 162(m)
and discussed above, in general, we should be entitled to a tax deduction equal to the amount treated as taxable compensation to the
participant.

Q:    What would the new 2004 Stock Plan benefits have been if the 2004 Stock Plan had been in effect for the fiscal 2008 year?

A:
The amounts payable under the 2004 Stock Plan for 2008 which may be received by each of (a) our executive officers named in the
Summary Compensation Table herein; (b) our executive officers as a group; and (c) our employees who are not executive officers as a
group, are not currently determinable.

 PROPOSAL 3

 RATIFICATION OF SELECTION OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

        Our Board of Directors has appointed Ernst & Young LLP, or E&Y, as our independent registered public accounting firm for the fiscal year
ending November 30, 2009, subject to ratification by our common stockholders at our annual meeting. Representatives of E&Y will be present
at the annual meeting and will have the opportunity to make a statement if they so desire and will be available to respond to appropriate
questions.

Q:    What is the vote required to approve Proposal 3?

A:
The affirmative "FOR" vote of a majority of the shares present in person or represented by proxy at the annual meeting is required to
ratify the selection of E&Y as our independent registered public accounting firm for the year ending November 30, 2009. Unless
otherwise instructed on the proxy, properly executed proxies will be voted in favor of ratifying the appointment of E&Y.

Q:    How does the Board of Directors recommend I vote?

A:
Our Board of Directors unanimously recommends a vote "FOR" the ratification and approval of the selection of E&Y to serve as our
independent registered public accounting firm for the fiscal year ending November 30, 2009.
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 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

        The following table provides information as of September 10, 2009 concerning beneficial ownership of common stock held by (1) each
person or entity known by us to beneficially own more than 5% of our outstanding common stock, (2) each of our directors and nominees for
election as a director, (3) each of our named executive officers, and (4) all of our directors and executive officers as a group. The information as
to beneficial ownership has been furnished by our respective common stockholders, directors and executive officers, and, unless otherwise
indicated, each of our common stockholders has sole voting and investment power with respect to the shares beneficially owned. Beneficial
ownership is determined under the rules of the SEC and generally includes voting or investment power with respect to securities.

        Unless indicated below, to our knowledge, the persons and entities named in the table below have sole voting and sole investment power
with respect to all shares beneficially owned, subject to community property laws where applicable. Pursuant to the rules of the SEC, certain
shares of our common stock that a beneficial owner set forth in this table has a right to acquire within 60 days of the date hereof (pursuant to the
exercise of options or warrants for the purchase of shares of common stock) are deemed to be outstanding for the purpose of computing the
percentage ownership of that owner, but are not deemed outstanding for the purpose of computing percentage ownership of any other beneficial
owner shown in the table. Percentages are calculated based on 60,455,256 shares outstanding as of September 10, 2009. The address for the
officers and directors is our corporate office located at 5901 South Eastern Avenue, Commerce, California, 90040.

Beneficial Owner

Number of
Shares

Beneficially
Owned

Percentage
of

Common
Stock

Marc B. Crossman
Chief Executive Officer, President and Director

2,180,176(1) 3.50%

Hamish Sandhu
Chief Financial Officer

94,047(2) *

Joseph M. Dahan
Creative Director and Director

13,262,763(3) 21.87%

Samuel J. (Sam) Furrow
Chairman of Board of Directors

3,519,196(4) 5.80%

Kelly Hoffman
Director

123,091(5) *

Tom O'Riordan
Director

264,091(6) *

Suhail R. Rizvi
Director

214,964(7) *

Kent Savage
Director

358,341(8) *

BSS-Joe's Investors, LLC and Barry S. Sternlicht
591 West Putnam Avenue
Greenwich, Connecticut 06830

5,482,325(9) 9.03%

MFC Global Investment Management (U.S.), LLC
101 Huntington Avenue
Boston, Massachusetts 02199

6,010,000(10) 9.94%

Windsong DB, LLC
1599 Post Road East Westport,
Connecticut 06880

5,540,925(11) 9.13%

All directors and executive officers, as a group (8 persons) 20,016,669 31.03%

*
Represents beneficial ownership of less than 1%.
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(1)
Includes (i) 376,479 shares held for Mr. Crossman's personal account including 207,979 shares of restricted common stock which vest
ratably as follows: one-third on October 15, 2009; and one-third on October 15, 2010; (ii) 50,000 shares held for the accounts in trust
for Mr. Crossman's minor children, which Mr. Crossman's father is the trustee; (iii) 1,493,515 shares issuable upon the exercise of
currently exercisable (or exercisable within 60 days) options held for Mr. Crossman's personal account; and (iv) 260,182 RSUs that
vest within 60 days. Mr. Crossman disclaims beneficial ownership of shares held for the accounts in trust for his minor children.
Excludes the following shares not exercisable or vested within 60 days: (i) 520,346 RSUs which vest ratably as follows: one-third on
November 6, 2010 and one-third on November 6, 2011.

(2)
Excludes the following shares not exercisable or vested within 60 days: 193,750 shares of RSUs held for Mr. Sandhu's personal
account which vest over a four year period and are issued ratably every six months on December 18 and June 18 of the respective
years.

(3)
Includes (i) 13,062,763 shares held for the personal account of Mr. Dahan and (ii) 200,000 shares issuable upon the exercise of
currently exercisable (or exercisable within 60 days) options held for Mr. Dahan's personal account. Excludes the following shares not
exercisable or vested within 60 days: 477,750 RSUs held for Mr. Dahan's personal account which vest and are issued ratably every six
months beginning on June 18, 2009 until the shares are fully vested on December 18, 2012.

(4)
Includes (i) 3,255,417 shares held for the personal account of Mr. Furrow and 27,272 RSUs that vest within 60 days; (ii) 15,300 shares
held for the account of Mr. Furrow's spouse; (iii) 221,207 shares issuable upon the exercise of currently exercisable (or exercisable
within 60 days) options held for Mr. Furrow's personal account. Mr. Furrow disclaims beneficial ownership of shares held for the
account of his spouse. Mr. Furrow has pledged under the terms of certain loan agreements and lines of credit an aggregate of
2,552,652 shares of common stock held in his personal account.

(5)
Includes (i) 54,819 shares held for Mr. Hoffman's personal account; and (ii) 68,272 shares issuable upon the exercise of currently
exercisable (or exercisable within 60 days) options or RSUs held for Mr. Hoffman's personal account.

(6)
Includes (i) 161,819 shares held for the personal account of Mr. O'Riordan; and (ii)102,272 shares issuable upon the exercise of
currently exercisable (or exercisable within 60 days) options or RSUs held for Mr. O'Riordan's personal account.

(7)
Includes (i) 10,000 shares held for the account of R-2 Group Holdings LLC, a limited liability company which Mr. Rizvi serves as
managing member; (iii) 204,964 shares issuable upon the exercise of currently exercisable (or exercisable within 60 days) options or
RSUs held for Mr. Rizvi's personal account. Mr. Rizvi disclaims beneficial ownership of such shares held for the account of R-2
Group Holdings LLC except to the extent of his pecuniary interest in such shares.

(8)
Includes (i) 134,819 shares held for the personal account of Mr. Savage; (ii) 10,250 shares held for the account of Savage Interests LP,
a limited partnership which Mr. Savage and his spouse are limited partners; (iii) 213,272 shares issuable upon the exercise of currently
exercisable (or exercisable within 60 days) options or RSUs held for Mr. Savage's personal account. Mr. Savage disclaims beneficial
ownership of such shares held for the account of Savage Interests LP except to the extent of his pecuniary interest in such shares.

(9)
Includes (i) 5,242,325 shares held for the account of BSS-Joe's Investors, LLC, an entity which Barry S. Sternlicht holds the majority
of the membership interests; and (ii) a warrant to purchase up to 240,000 shares of common stock at an exercise price of $1.36 per
share. Barry S. Sternlicht, as holder of the majority of the membership interest, has sole voting or investment control over these shares.
This information is based upon a Schedule 13D/A filed with the SEC on July 10, 2007.

(10)
MFC Global (U.S.) has the sole power to vote or direct the voting of the shares of common stock and the sole power to dispose or
direct the disposition of the shares of common stock beneficially owned. However, through its parent-subsidiary relationship, Manulife
Financial Corporation may
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be deemed to have beneficial ownership of these same shares. This information is based upon a Schedule 13D/A filed with the SEC on
February 20, 2009.

(11)
Includes (i) 5,242,325 shares held for the account of Windsong, DB, LLC, an entity which William Sweedler holds the majority of the
membership interests and 58,600 shares of common stock held personally by William Sweedler; and (ii) a warrant to purchase up to
240,000 shares of common stock at an exercise price of $1.36 per share. William Sweedler, as holder of the majority of the
membership interest, has sole voting or investment control over these shares. This information is based upon a Schedule 13D/A filed
with the SEC on July 10, 2007 and July 11, 2007.

 EXECUTIVE OFFICERS

Executive Officers

        Our executive officers and age and position as of September 10, 2009 are as follows:

Name Age Position
Marc B. Crossman 37 Chief Executive Officer, President and

Director
Hamish Sandhu 46 Chief Financial Officer
Joe Dahan 41 Creative Director and Director

Marc B. Crossman has served as our Chief Executive Officer since January 2006, our President since September 2004 and a member of
our Board of Directors since January 1999. From March 2003 until August 2007, Mr. Crossman also served as our Chief Financial Officer. From
January 1999 until March 2003, Mr. Crossman served as a Vice President and Equity Analyst with J.P. Morgan Securities Inc., New York City,
New York. From September 1997 until January 1999, Mr. Crossman served as a Vice President and Equity Analyst with CIBC Oppenheimer
Corporation. Mr. Crossman received his B.S. degree in Mathematics from Vanderbilt University.

Hamish Sandhu has served as our Chief Financial Officer since August 2007. From January 2006 until August 2007, Mr. Sandhu was
Chief Financial Officer of California Tan, Inc., a consumer products company manufacturing and marketing lotion and equipment to the indoor
tanning industry. From September 2001 until December 2005, Mr. Sandhu was Chief Financial Officer of Ancra International LLC, a
manufacturer of aircraft cargo systems and trucking restraint products. Mr. Sandhu began his career at Deloitte & Touche LLP. Prior to that,
Mr. Sandhu held various Chief Financial and Corporate Controller positions at other manufacturing and distribution based companies.
Mr. Sandhu has a B.A. degree in Economics and Accounting from Australian National University and holds a Certified Public Accountant's
license.

Joe Dahan has served as the president and head designer for our Joe's Jeans Subsidiary, Inc. since its formation in February 2001 and as
our Creative Director and member of our Board of Directors since October 2007. Mr. Dahan is responsible for the design, development and
marketing of Joe's products. From 1996 until 2001, Mr. Dahan was the head designer for Azteca Production International, Inc., or Azteca, where
he was responsible for the design, development and merchandising of product lines developed by Azteca. Azteca, which is owned by two of our
stockholders, is one of the world's largest manufacturers of denim related products. From 1989 until 1996, Mr. Dahan was engaged in the design
and development of apparel products for a company of which he was an owner and operator.

Other Significant Employees

Elena Pickett (age 47) has served as our Senior Vice President of Sales since September 2005. From 2000 to 2005, Ms. Pickett served as
the Director of Sales for wholesale apparel sales for Lucky Brand Jeans®, a division of Liz Claiborne Inc. From 1995 to 2000, Ms. Pickett
served as the Sales Manager for the West Coast region for Just For Wraps, a junior apparel company based in Los
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Angeles. Prior to that, Ms. Pickett also held various sales positions at Pepe Clothing including West Coast Sales Manager for women's denim.

Director Compensation

        Historically, our non-employee directors have been compensated for service through an equity grant. Our directors are not compensated in
any other manner, however, they are reimbursed for travel and business expenses associated with attending our annual meeting if the Director's
schedule permits such attendance. Attendance in person is not required, but we try to accommodate schedules in planning the date and
encourage our directors and director nominees to attend the annual meeting of stockholders. In fiscal 2008, all directors attended our annual
meeting in person. Consistent with its past practices, on November 6, 2008, the Compensation Committee of the Board approved grants of RSUs
with a fair market value of $60,000 to each non-employee director, which the non-employee director had the option to elect all RSUs or
one-third of the fair market value in cash and two-thirds in RSUs in order to pay certain personal income tax obligations that each would incur as
a result of the grant. The following non-employee directors each received 109,091 RSUs: Sam Furrow, Tom O'Riordan and Suhail Rizvi. The
following non-employee directors each received 73,091 RSUs and $19,800 in cash: Kelly Hoffman and Kent Savage. The RSUs vest and the
cash amounts are paid on a quarterly basis over the course of 12 months. This amount was determined based upon the peer group analysis and
was in the 50th percentile of peer group companies.

Name

Fees earned
or

paid in cash
Stock

Awards(1) Total
Sam Furrow $ � $ 60,000 $ 60,000
Kent Savage 19,800 40,200 60,000
Tom O'Riordan � 60,000 60,000
Suhail Rizvi � 60,000 60,000
Kelly Hoffman 19,800 40,200 60,000

$ 39,600 $ 260,400 $300,000

(1)
Represents the total fair value of 109,091 or 73,091 shares of RSUs granted to our non-employee directors on
November 6, 2008 to be recognized by us as an expense in accordance with SFAS 123R. The RSUs vest on a
quarterly basis over a 12 month period with the first tranche vested on February 6, 2009. For a discussion on the
assumptions made regarding the valuation of the stock awards, please see "Note 8�Stockholders' Equity�Stock
Incentive Plans" in our Notes to Consolidated Financial Statements.

Executive Officer Compensation

        The following table provides certain summary information concerning the compensation earned by our Named Executive Officers in the
position of the Principal Executive Officer, Principal Financial Officer, and Creative Director for services rendered in all capacities to us for the
fiscal year ended November 30, 2008.
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Summary Compensation Table

Name and Principal Position Year Salary Bonus
Stock

awards(9)
Option

awards(9)
All other

compensation(10) Total
Marc Crossman 2008 $429,000 $325,000 $ 429,000(3) $ � $ 55,000 $1,238,000

Chief Executive
Officer

2007 375,000 300,000(1) 375,000(2) � 73,000 1,123,000

and President
Hamish Sandhu 2008 207,000 � 82,000(5) � 11,000 300,000

Chief Financial Officer 2007 51,000(4) � � 123,000(6) � 174,000
Joseph Dahan 2008 300,000 � 300,000(8) � 1,625,000(11) 2,225,000

Creative Director 2007 104,000(7) � � � 161,000(11) 265,000

(1)
Of the total bonus approved for fiscal 2007, $150,000 was paid in fiscal 2007 and the remaining $150,000 was paid in connection with
the execution of an employment letter agreement during the second quarter of fiscal 2008.

(2)
Represents the total fair value of the restricted common stock grant to Mr. Crossman on October 15, 2007 to be recognized by us as an
expense in accordance with Statement of Financial Accounting Standards No. 123 (revised 2004), or SFAS 123R, in connection with
the grant. The restricted common stock vests as follows: one-third of the shares vested on October 15, 2008, one-third of the shares
vest on October 15, 2009, and one-third of the shares vest on October 15, 2010.

(3)
Represents the total fair value of the restricted common stock unit, or RSU, grant to Mr. Crossman on November 6, 2008 to be
recognized by us as an expense in accordance with SFAS 123R in connection with the grant. The restricted common stock vests as
follows: one-third of the shares vest on November 6, 2009, one-third of the shares vest on November 6, 2010, and one-third of the
shares vest on November 6, 2011.

(4)
Mr. Sandhu commenced employment with us on August 27, 2007 as our Chief Financial Officer.

(5)
Represents the total fair value of RSU grant to Mr. Sandhu on November 6, 2008 to be recognized by us as an expense in accordance
with SFAS 123R in connection with the grant. The RSUs vest as follows: one-eighth of the shares vest on June 18, 2009 and the
remaining RSUs vest every six months thereafter over a four year period.

(6)
Represents the total fair value of the stock option award to be recognized by us as an expense in accordance with SFAS 123R in
connection with the award. On December 18, 2007, Mr. Sandhu elected to forfeit and cancel his stock option award in exchange for a
grant of 100,000 RSUs on the same terms and conditions granted to other non-officer employees. The RSUs vest every six months
over a four year period after December 18, 2007.

(7)
Mr. Dahan was appointed Creative Director on October 25, 2007 and previously served as an employee and president of our Joe's
Subsidiary. This amount represents the full compensation paid to him in connection with his employment for fiscal 2007.

(8)
Represents the total fair value of the RSU grant to Mr. Dahan on November 6, 2008 to be recognized by us as an expense in
accordance with SFAS 123R in connection with the grant. The RSUs vest as follows: one-eighth of the shares vest on June 18, 2009
and the remaining RSUs vest every six months thereafter over a four year period.

(9)
For a discussion on the assumptions made regarding the valuation of the stock awards and option awards, please see
"Note 8�Stockholders' Equity�Stock Incentive Plans" in our Notes to Consolidated Financial Statements.
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(10)
The following table details the components of this column.

Name and principal
position Year

Benefit of company
paid

health insurance(a)

Unused
vacation

payout(b)
401(k)
match

Contingent
consideration(c) Total

Marc Crossman 2008 $ 15,000 $ 35,000 $ 5,000 $ �$ 55,000
2007 21,000 46,000 6,000 � 73,000

Hamish Sandhu 2008 4,000 3,000 4,000 � 11,000
2007 � � � � �

Joseph Dahan 2008 10,000 17,000 � 1,598,000 1,625,000
2007 30,000 5,000 � 126,000 161,000

(a)
This amount represents health insurance premiums paid on behalf of the Named Executive Officer in excess of health insurance
premiums paid for other employees.

(b)
This amount represents a pay out for earned but unused vacation at the Named Executive Officers daily rate. In accordance with our
employee handbook, all regular full-time employees are eligible to be paid out for earned but unused vacation at the end of each fiscal
year.

(c)
This amount represents contingent consideration payments paid to Mr. Dahan in connection with the merger agreement with JD
Holdings. The payments are not part of his employment agreement, but included in the merger agreement and he is entitled to the
payments irrespective of his employment status.

(11)
For a discussion on the discussion of the contingent consideration payments, please see "Employment Agreements�Joseph Dahan."

Bonuses

        Historically, the Compensation Committee has not granted a bonus to our Chief Executive Officer. Recognizing the importance of this
element of compensation, for fiscal 2007, the Compensation Committee elected to grant Mr. Crossman a discretionary bonus in the amount of
$300,000, of which one half was payable upon execution of his written employment agreement. Factors that the Compensation Committee
considered in determining this bonus amount for fiscal 2007 included Mr. Crossman's performance over the past fiscal year along with our
financial and strategic performance, which included successfully selling the assets from our other business segments and focusing our resources
on our Joe's® brand, completing the merger to acquire the Joe's® assets, regaining compliance with Nasdaq listing standards, and competitive
considerations, including the market data indicating that bonus opportunity is an important element in cash compensation for a Chief Executive
Officer. This cash bonus was the first cash bonus paid to Mr. Crossman since he commenced employment in March 2003.

        In fiscal 2008, the Compensation Committee included in Mr. Crossman's employment agreement a bonus provision which targeted his
bonus at 50 percent of his base salary based upon certain discretionary performance measures. The Compensation Committee discussed the
formal criteria for Mr. Crossman's 2008 performance measures noting that the performance measures set for this fiscal year would be utilized in
future fiscal years. The Committee discussed various methods of measurement noting that the following were drivers to our overall performance.
Those methods of measurement included Earnings Before Income, Taxes and Depreciation (EBITDA), net profits, store performance, net sales,
gross margins and inventory. After this discussion, the Compensation Committee decided to utilize EBITDA and net sales weighted equally as
the performance measures for Mr. Crossman's bonus for fiscal 2008 and in the future. Based upon these performance measures, the
Compensation Committee noted that Mr. Crossman had exceeded expectations on both EBITDA and net sales and thus the bonus target of
50 percent was increased to 75 percent and his bonus for fiscal 2008 was $325,000.

26

Edgar Filing: JOE'S JEANS INC. - Form DEF 14A

36



 Table of Contents

Long-Term Incentive Compensation

        Our Compensation Committee administers our 2004 Stock Incentive Plan and believes that the long-term commitment of our employees,
including our Named Executive Officers, is an important factor in our future performance. The primary element used to promote the long-term
performance and commitment of our Named Executive Officers is long-term incentive compensation through grants of stock options and
restricted stock. In fiscal 2007, the Compensation Committee shifted from its past practice of granting options to purchase shares of our common
stock to granting restricted common stock. This decision to change past practices was in part due to fluctuations in the market price of our
common stock and the decision to re-price out-of-the-money incentive stock options in fiscal 2006 as part of a retention incentive. The
Compensation Committee believes that equity grants with time-based vesting restrictions aid in retention and better align the interests of our
Named Executive Officers with those of our stockholders. Further, the equity grants motivate our Named Executive Officers to make long-term
decisions that are in our best interest and to provide incentive to maximize stockholder value.

        We do not coordinate the timing of equity award grants with the release of financial results or other material announcements by us and
generally, we have made annual equity grants to our Chief Executive Officer and non-employee directors in connection with our annual meeting
of stockholders.

        We believe that providing Named Executive Officers who have responsibility for our management and growth with an opportunity to
increase their stock ownership aligns the interests of the executive officers with those of our stockholders. Accordingly, the Compensation
Committee also considers equity grants to be an important aspect in compensating and providing incentives to management and employees. The
Compensation Committee determines the number of shares for each stock incentive grant based upon the executive officer's role and
responsibilities, the executive officer's base salary, the recommendation of our Chief Executive Officer of the job performance of the individual.
For the equity grants to our Chief Executive Officer and our non-employee directors, the Compensation Committee also utilized the data
presented and compared with comparable awards to individuals in similar positions in our industry.

        Based upon this data, Mr. Crossman's employment agreement contained a provision which set forth his long-term incentive compensation
through a grant of restricted stock or restricted stock units pursuant to the 2004 Incentive Plan with a fair market value equal to 100 percent of
his base salary. For fiscal 2008, Mr. Crossman received a grant of restricted stock units, or RSUs, in the amount of 780,546 that vest one-third
on each anniversary date of the grant in 2009, 2010 and 2011, respectively. Mr. Dahan and Mr. Sandhu, our other Named Executive Officers,
each received a grant of RSUs in the amount of 546,000 and 150,000, respectively, that vest in an amount equal to one-eighth of the total grant
on June 18, 2009 and thereafter every six months until the RSUs are fully vested on December 18, 2012.

Executive Management's Involvement in Compensation Policies

        Our Compensation Committee determines the compensation of our Chief Executive Officer and directors and reviewed and approved our
compensation of our Creative Director and Chief Financial Officer based upon the recommendation from our Chief Executive Officer regarding
expected contributions, long term goals and other factors appropriate to the respective positions. Our Compensation Committee approves all
grants of equity compensation, including the pool for non-officer employees. All equity compensation grants to persons other than the Board of
Directors or our Chief Executive Officer are approved based upon a recommendation from our Chief Executive Officer.
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Engagement of Compensation Consultant

        In September 2007, our Compensation Committee engaged a compensation consultant, Mercer Human Resources Consulting, to serve as an
independent advisor to the Compensation Committee to conduct a review of the compensation for our Chief Executive Officer and
non-employee Directors, examine the pay level and practices of a group of peer companies similar in terms of size and industry, highlight trends
in such compensation and provide recommendations regarding our practices. Mercer prepared for our Compensation Committee a competitive
analysis of compensation utilizing comparable company compensation data, including size and industry appropriate survey data and advice
around short and long-term incentive programs. The information prepared by Mercer provided the Compensation Committee with data to allow
them to evaluate and determine an appropriate amount for a bonus and equity award grant for our Chief Executive Officer for fiscal 2007 and
compensation for non-employee directors. More particularly, this information provided the basis for discussion of compensation for fiscal 2008
for our Chief Executive Officer.

Outstanding Equity Award at Fiscal Year-End

        The following table sets forth information regarding outstanding equity awards held by our Named Executive Officers during our fiscal
year ended November 30, 2008:

Option Awards Stock awards

Number
of

securities
underlying
unexercised

options

Number of
securities

underlying
unexercised

options

Option
exercise

price

Option
expiration

date

Number
of

shares or
units of stock

that have
not

vested

Market value of
shares or

units of stock
that have
not vested

Equity
incentive

plan
awards:

Equity
incentive

plan
awards:

Name Exercisable Unexercisable

Number of
unearned

shares,
units or

other
rights

that have
not vested

Market or
payout
value of

unearned
shares,
units or

other
rights

that have
not vested

Marc Crossman � � � � � � 780,546(1) $ 280,997
� � � � � � 157,233(2) $ 56,604

25,641(3) � $ 0.39 13-Dec-10 � � � �
10,000(3) � $ 1.00 17-Apr-12 � � � �

7,874(3) � $ 1.27 27-Nov-12 � � � �
1,000,000(3) � $ 1.02 23-May-13 � � � �

200,000(3) � $ 1.63 3-Sep-14 � � � �
250,000(3) � $ 1.02 13-Jun-15 � � � �

Hamish Sandhu � � � � � � 150,000(4) $ 54,000
� � � � � � 87,500(5) $ 31,500

Joseph Dahan � � � � � � 546,000(4) $ 196,560
200,000(6) � $ 1.02 4-Aug-15 � � � �

(1)
These RSUs vest as follows: one-third of the shares vest on November 6, 2009, one-third of the shares vest on November 6, 2010, and one-third of the
shares vest on November 6, 2011.

(2)
These shares vest as follows: one-third of the shares vest on October 15, 2008; one-third of the shares vest on October 15, 2009 and one-third of the
shares vest on October 15, 2010.

(3)
Each of these grants of stock options are fully vested and were fully vested as of the following dates: December 13, 2001, April 17, 2003,
November 27, 2003, March 25, 2005, September 3, 2005 and June 13, 2005, respectively.

(4)
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These RSUs vest as follows: one-eighth of the RSUs vest on June 18, 2009 and the remaining RSUs vest every six months thereafter over a four year
period.

(5)
On December 18, 2007, Mr. Sandhu elected to forfeit and cancel his stock option award in exchange for a grant of 100,000 restricted common stock
units on the same terms and conditions granted to other non-officer employees. The restricted
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common stock units are scheduled to vest every six months over a four year period after December 18, 2007. Mr. Sandhu's stock option award was
scheduled to vest on a monthly basis over a two year period on the 27th day of each month beginning on September 27, 2007.

(6)
These grants of stock options are fully vested and were fully vested as of August 4, 2005.

Option Exercises and Stock Vested

        There were no option exercises by our Named Executive Officers in our fiscal year ended November 30, 2008. During fiscal 2008, 91,116
shares of restricted stock or RSUs vested for our Named Executive Officers.

Stock Awards

Name

Number of
shares

acquired on
Exercise (#)

Value
Realized on
Exercise ($)

Marc Crossman 78,616 $ 66,823.60
Hamish Sandhu 12,500 $ 15,000.00
Joseph Dahan � �

Benefits

        Benefits offered to our Named Executive Officers are substantially the same as those offered to all our regular employees and generally
include medical insurance, dental insurance, 401(k) plan, disability insurance, life insurance and flexible spending account. For our Named
Executive Officers, we pay all premiums associated with such benefits as described in the footnote 10 to the Summary Compensation Table.

Pension Benefits

        We do not provide any pension benefits to any of our Named Executive Officers or employees.

Nonqualified Deferred Compensation

        We do not provide any non-qualified deferred compensation to any of our Named Executive Officers or employees.

Employment Contracts and Termination of Employment and Change in Control Arrangements

Change in Control Provisions

        Our Chief Executive Officer, our Creative Director and our Chief Financial Officer have change in control provisions in each person's
employment agreement and employment offer letter, respectively. These provisions provide these Named Executive Officers with certain
compensation arrangements in the event that a change in control occurs. In addition, our 2004 Stock Incentive Plan contains a change in control
provision which provides for the immediate vesting in full of all grants or lapse of all restrictions for all grantees, including our Named
Executive Officers, in the event a change in control occurs.

Marc Crossman

        On May 30, 2008, we entered into an Executive Employment Agreement, or the Crossman Employment Agreement, with Mr. Crossman to
serve as our President and Chief Executive Officer. Mr. Crossman has been serving as our President since September 2004 and as Chief
Executive Officer since January 2006 under an employment at-will arrangement. In connection with the execution of the
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Crossman Employment Agreement, Mr. Crossman received the second payment of his bonus for fiscal 2007 in the amount of $150,000, as
described above.

        Under the terms of the Crossman Employment Agreement, Mr. Crossman receives an annual salary of $429,300 and is entitled to receive
other cash and non-cash compensation, including an annual discretionary bonus targeted at 50% of his base salary based upon the achievement
of financial and other performance criteria as set forth in the Crossman Employment Agreement, an annual grant of equity compensation
pursuant to the 2004 Stock Incentive Plan, and life and disability insurance policies paid on his behalf. The Crossman Employment Agreement is
effective as of December 1, 2007, the commencement of our 2008 fiscal year, and has an initial term of two years. The Crossman Employment
Agreement automatically renews for additional two year periods if neither Joe's nor Mr. Crossman provide 180 days' advanced notice of
non-renewal prior to the end of the term or upon the occurrence of a change in control.

        In the event that Mr. Crossman's employment is terminated by us other than for cause, terminated by Mr. Crossman for good reason,
terminated by us within 18 months following a change in control and without cause, or terminated by Mr. Crossman within 18 months following
a change in control and for good reason, Mr. Crossman will be entitled to certain severance payments and benefits, including an amount equal to
24 months of his prior year's base salary and bonus in exchange for his execution of a release of claims. Mr. Crossman will not be entitled to
severance benefits if he dies during the term of his employment, he is terminated for cause or due to disability, he terminates his employment for
a reason other than a good reason, or revokes his agreement to release us from any and all claims related to his employment.

        Mr. Crossman is subject to confidentiality, non-solicitation and non-competition restrictions during the term of his employment and is
subject to the confidentiality and non-solicitation provisions for a period of two years following termination of his employment.

Joseph M. Dahan

        In connection with the completion of a merger between us, our Joe's Subsidiary and JD Holdings, Mr. Dahan's employment agreement
automatically became effective for service as our Creative Director. Under the employment agreement, the initial term of employment is five
years with automatic renewals for successive one year periods thereafter, unless terminated earlier. Mr. Dahan is entitled to an annual salary of
$300,000 and other discretionary benefits that the Compensation Committee of the Board of Directors may deem appropriate in its sole and
absolute discretion.

        Under the terms of the employment agreement, we may terminate Mr. Dahan for Cause or if he becomes Disabled. "Cause" is defined as
(i) a conviction, plea of guilty or nolo contendere to a felony or a crime of moral turpitude; (ii) a material breach of any provision of the
employment agreement that is not cured within 45 days of receipt of written notice of such breach; (iii) the solicitation, persuasion or attempt at
persuasion for any employee, consultant, contractor, customer or potential customer to engage in an act prohibited by the employment
agreement; or (iv) a violation of any of our policies in our handbook or code of ethics and such violation constitutes a breach of the Code of
Ethics or warrants termination. "Disability" is defined as inability to perform duties for 180 consecutive days or shorter periods aggregating
270 days during any 12 month period.

        Should we terminate Mr. Dahan's employment for Cause or Disability, we would only be required to pay him through the date of
termination. We may terminate Mr. Dahan's employment without Cause at any time upon two weeks notice, provided that we pay him the
present value of the annual salary amounts otherwise due to him for the remainder of the initial term of employment or any renewal term.
Mr. Dahan may terminate his employment for Good Reason at any time within 30 days written notice. "Good Reason" is defined as (i) a material
breach of the employment agreement by us that is not cured within 30 days of written notice; or (ii) Mr. Dahan's decision to terminate
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employment at any time after 18 months following a Change in Control. A "Change in Control" is defined as (i) the sale or disposal of all or
substantially all of the assets; (ii) the merger or consolidation with another company provided that our stockholders as a group no longer own at
least 50 percent of the voting power of the surviving corporation; (iii) any person or entity becoming the beneficial owner of 50 percent or more
of our combined voting power; or (iv) the approval by our stockholders to liquidate or dissolve. In the event that Mr. Dahan terminates his
employment for Good Reason, then he will be entitled to the present value of the annual salary amounts otherwise due to him for the remainder
of the initial term of employment or any renewal term. Further, Mr. Dahan may terminate his employment for any reason upon ten business
days' notice and only be entitled to his salary as of the date of termination on a pro rata basis.

        The employment agreement contains customary terms and conditions related to confidentiality of information, ownership by us of all
intellectual property, including future designs and trademarks, alternative dispute resolution and Mr. Dahan's duties and responsibilities to us as
Creative Director.

        In addition, pursuant to the merger agreement, Mr. Dahan is entitled to, for 120 months following October 25, 2007, irrespective of his
employment status, the following additional payments based upon our achievement of certain gross profit thresholds on sales from our Joe's®
brand products. If our gross profit is less than $11,250,000 in the applicable fiscal year, then Mr. Dahan does not receive any additional
payment. If our gross profit is from $11,251,000 to $22,500,000, then Mr. Dahan receives a payment of 11.33% of the gross profit earned in the
applicable fiscal year. Thereafter, he earns (i) three percent of the gross profit from $22,501,000 to $31,500,000; (ii) two percent of the gross
profit from $31,501,000 to $40,500,000; and (iii) one percent of the gross profit above $40,501,000 in the applicable fiscal year. We account for
these contingent payments as compensation expense.

Hamish Sandhu

        In connection with Mr. Sandhu's appointment as CFO, we entered into a written offer letter whereby Mr. Sandhu agreed to serve as our
CFO. Under the terms of the offer letter, Mr. Sandhu's annual base salary was $205,000, which was increased to $255,000 in November 2008. In
addition, Mr. Sandhu received a grant on August 27, 2007, pursuant to our 2004 Stock Incentive Plan, to purchase up to 100,000 shares of our
common stock at an exercise price equal to the closing price of our common stock on that date. The option was forfeited in connection with a
subsequent grant of RSUs in December 2007. We also agreed to pay the full cost of participation in our health insurance plan for Mr. Sandhu
and his family. Mr. Sandhu will also be entitled to six months of his monthly base salary as a severance payment in the event that a Change in
Control occurs during the four years following August 27, 2007 and his employment is subsequently terminated. For purposes of the offer letter,
a "Change in Control" shall be deemed to have occurred upon the closing of a transaction which: (i) we sell or otherwise dispose of all or
substantially all of our assets; or (ii) there is a merger or consolidation of us with any other corporation or corporations, provided that our
shareholders, as a group, do not hold, immediately after such event, at least 50 percent of the voting power of the surviving or successor
corporation. Notwithstanding anything to the contrary, Mr. Sandhu is an employee at-will and has not entered into an employment agreement
with us.

        On December 18, 2007, we entered into a Restricted Stock Unit Agreement, or RSU Award whereby we granted Mr. Sandhu an award of
restricted stock units representing the right to receive 100,000 shares of our common stock, or the Restricted Stock Units, pursuant to the 2004
Stock Incentive Plan. The Restricted Stock Units are scheduled to vest every six months over a four year period. In conjunction with this award,
Mr. Sandhu agreed to terminate his employee stock option to purchase 100,000 shares of our common stock granted pursuant to the 2004 Stock
Incentive Plan on August 27, 2007. Mr. Sandhu agreed to forfeit the 100,000 shares he was entitled to acquire under the terms of the stock
option, which was scheduled to vest on a monthly basis over a two year period.
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2004 Stock Incentive Plan, Restricted Stock Agreement and Restricted Stock Unit Awards

        Under the terms of the 2004 Stock Incentive Plan, all unvested awards accelerate and immediately vest upon the occurrence of a Change in
Control for all grantees. Further, Mr. Crossman's Restricted Stock Agreement and each RSU Award contains certain provisions regarding the
terms and conditions of the grant. Each vests upon the earliest to occur of the participant's Death, Disability (each as defined in the Plan), or
separation from service by us without Just Cause (as defined below). Upon a separation from service for any other reason (including, without
limitation, termination by us for Just Cause or by participant for any reason) prior to the date that participant becomes 100 percent vested in the
award, the unvested units or shares are forfeited immediately. Under the award agreements, "Just Cause" means (a) a conviction for, or a plea of
guilty or nolo contendere to, a felony or any other crime which involves fraud, dishonesty or moral turpitude, or (b) a material breach of any
written employment policies or rules, including the our Code of Business Conduct and Ethics.

 REPORT OF THE AUDIT COMMITTEE

        In accordance with the written charter of the Audit Committee, which was adopted by our Board of Directors on May 22, 2003, the Audit
Committee assists the Board of Directors in oversight of the quality and integrity of our accounting, auditing, and financial reporting practices.
In addition, the Audit Committee recommends to the full Board of Directors the selection of the independent auditors.

        Currently, all Audit Committee members are "independent" under NASDAQ listing standards and as such term is defined in the rules and
regulations of the SEC and Mr. Rizvi has also been designated to be an "audit committee financial expert" as such term is defined in the rules
and regulations of the SEC.

        In performing its oversight function, the Audit Committee reviewed and discussed our audited consolidated financial statements as of and
for the year ended November 30, 2008 with management and our independent auditors. The Audit Committee also discussed with our
independent auditors all matters required by generally accepted auditing standards, including those described in Statement on Auditing
Standards No. 61, "Communication with Audit Committees" as amended and adopted by the Public Company Accounting Oversight Board, or
PCAOB, in Rule 3200T, and, with and without management present, discussed and reviewed the results of the independent auditors'
examination of the financial statements.

        The Audit Committee obtained from the independent auditors a formal written statement describing all relationships between the
independent auditors and us that might bear on the independent auditors' independence consistent with PCAOB Rule 3520. The Audit
Committee discussed with the independent auditors any relationships that may have an impact on their objectivity and independence and
satisfied itself that the non-audit services provided by the independent accountants are compatible with maintaining their independence.

        Based on the above-mentioned review and discussions with management and the independent auditors, the Audit Committee recommended
to the Board of Directors that our audited consolidated financial statements be included in our Annual Report on Form 10-K for the fiscal year
ended November 30, 2008 for filing with the SEC.

The Audit Committee:

Kent Savage, Chairman of the Audit Committee
Suhail R. Rizvi
Tom O'Riordan

        Our Audit Committee charter provides that that all transactions between us and persons or entities affiliated with our officers, directors or
principal common stockholders must be approved by our Audit
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Committee. We believe that this policy requiring that any material transaction between us and such related parties be approved by our Audit
Committee ensures that such transactions are on terms no less favorable to us than reasonably could have been obtained in arms' length
transactions with independent third parties.

 RELATED PARTY TRANSACTIONS

        Our Audit Committee charter provides that that all transactions between us and persons or entities affiliated with our officers, directors or
principal common stockholders must be approved by our Audit Committee. We believe that this policy requiring that any material transaction
between us and such related parties be approved by our Audit Committee ensures that such transactions are on terms no less favorable to us than
reasonably could have been obtained in arms' length transactions with independent third parties.

JD Holdings Inc.

        On February 7, 2001, we acquired a license for the rights to the Joe's® brand from JD Design LLC, which was subsequently merged with
and into JD Holdings. Joe Dahan, our Creative Director and member of the Board of Directors was the sole stockholder of JD Holdings. Under
the license agreement, JD Holdings was entitled to a royalty of three percent on net sales of licensed products. In October 2005, we granted JD
Holdings the right to develop the children's branded apparel line under an amendment to its master license agreement in exchange for a five
percent royalty on net sales of those products. On October 25, 2007, in connection with the acquisition of JD Holdings by us, the license
agreement terminated.

        As part of the consideration paid in connection with the merger, Mr. Dahan is entitled to a certain percentage of the gross profit earned by
us in any applicable fiscal year until October 2017. Mr. Dahan will be entitled to the following: (i) 11.33 percent of the gross profit from
$11,251,000 to $22,500,000; (ii) 3 percent of the gross profit from $22,501,000 to $31,500,000; (iii) 2 percent of the gross profit from
$31,501,000 to $40,500,000; and (iv) 1 percent of the gross profit above $40,501,000.

        For fiscal 2008, 2007 and 2006, the following table sets forth payments made to Mr. Dahan or his related entities.

(in thousands)

2008 2007 2006
Expense (income):

Contigent consideration payments $1,723 $ � $ �
Joe's Jeans royalty expense � 1,647 1,363
Joes Kids license, royalty income � (88) (40)
indie Design fee � � 39

        As a related party, Victor Dahan, Mr. Dahan's brother who is the managing member of Shipson LLC, or Shipson, to whom we previously
outsourced our E-shop on our Joe's Jeans website. We sold our Joe's® products to Shipson at wholesale price on normal and customary terms
and conditions to fulfill purchases by customers on the E-shop. We ceased doing business with Shipson in February 2008. The aggregate amount
of the transactions with Shipson during fiscal 2008 was approximately $145,000. As of November 30, 2008, Shipson currently owes $192,000 to
us for outstanding purchase orders which have been fully reserved for in our financial statements.

9000 Sunset Office Space Sublease

        On March 3, 2006, our Audit Committee approved a related party transaction whereby we subleased, at our current rate, our executive
office space to an entity owned by Suhail Rizvi, one of our
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directors, on a month-to-month basis. We believe that this transaction is in our best interest to reduce our expenses associated with lease
commitments. The transaction amount of such sublease was less than $120,000 in any fiscal year.

Former Related Parties

Commerce Investment Group and affiliates

        Historically, in prior fiscal years, we also had a strategic relationship with certain of our former stockholders, Hubert Guez, Paul Guez and
their affiliated companies, including Azteca, AZT and Commerce Investment Group LLC, or Commerce. By virtue of this relationship, we
entered into the following agreements, at various times, with Hubert Guez, Paul Guez and their affiliated companies, Azteca, AZT and/or
Commerce, entities in which Hubert Guez and Paul Guez have controlling interests. Beginning in fiscal 2007, these entities were no longer
considered related parties as they were no longer greater than 10 percent stockholders of us. In fiscal 2008, there was no activity related to these
former related parties.

        The following table represents charges from the affiliated companies pursuant to our relationship with them, including our discontinued
operations, as follows:

(in thousands)

2007 2006
Former related parties

Purchase order arrangements $10,727 $12,845
Verbal facilities arrangement � 256
Supply agreement / Purchase order arrangements � 16,851
Earn-out due to Sweet Sportswear � 248
Verbal facilities agreement � 301
Principal and interest on note payable � 1,088

Purchase Order Arrangement

        Until August 2007, we used AZT as a supplier on a purchase order basis for certain of our Joe's® denim products produced in Mexico.
Under this arrangement, we advanced the funds to purchase raw materials, which primarily included fabric, anticipated for production of our
products. We paid for the production cost less credit for the advances on raw materials. We purchased these products in various stages of
production from partial to completed finished goods. In August 2007, we began using a different third party vendor for the production of our
products in Mexico.

Verbal Facilities Arrangement

        Until mid-July 2006, we leased space for our headquarters and principal executive offices under a verbal month-to-month arrangement with
Azteca. Under this arrangement, we paid to Azteca a monthly fee for allocated expenses associated with our use of office and warehouse space,
including a fee charged on a per unit basis for inventory, and expenses in connection with maintaining such office and warehouse space. These
allocated expenses included, but were not limited to, rent, security, office supplies, machine leases and utilities. In mid-July 2006, we moved our
headquarters and principal executive offices to nearby office and warehouse space and accordingly, there is no continuing obligation to pay
Azteca under this arrangement.

Supply Agreement/Purchase Order Arrangements

        In July 2003, under an asset purchase agreement, or Blue Concept APA, with Azteca, Hubert Guez and Paul Guez, our IAA subsidiary
acquired the Blue Concept Division of Azteca, a division
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which sold denim apparel primarily to American Eagle Outfitters, Inc., or AEO. Simultaneous with the Blue Concept APA, we entered into a
non-exclusive Supply Agreement with AZT for the purchase of denim products to be sold to AEO, which expired on July 17, 2005. Under the
terms of the Supply Agreement, AZT agreed that the purchase price on the products supplied would provide for a margin per unit of 15 percent.
After the expiration of the supply agreement, we continued to use AZT as a supplier on a purchase order basis for our AEO products under
similar terms. Upon completion of the sale of our private label division to Cygne Designs, Inc., or Cygne, as discussed in "Note 15�Discontinued
Operations," Cygne assumed $2,500,000 of the amount owed to AZT under this purchase order supply arrangement.

Earn-out Due to Sweet Sportswear LLC

        The Blue Concept APA also provided for the calculation and payment, on a quarterly basis, to Sweet Sportswear LLC, an entity owned by
Hubert and Paul Guez, of an amount equal to 2.5 percent of the gross sales solely attributable to AEO. In May 2006, Cygne assumed the future
liability associated with this payment except a remaining $4,000 balance shown below.

Discontinued Operations�Principal and Interest on Note Payable

        We originally incurred long-term debt in connection with the purchase of the Blue Concept Division from Azteca. In July 2003, we issued a
seven-year unsecured, convertible promissory note in the principal amount of $21.8 million, or the Blue Concept Note. The Blue Concept Note
bore interest at a rate of six percent and required payment of interest only during the first 24 months and then was fully amortized over the
remaining five-year period. On March 5, 2004, after stockholder approval, a portion of the Blue Concept Note was converted into 3,125,000
shares of common stock at a value per share of $4.00. In May 2006, Cygne assumed the remaining principal balance of the Blue Concept Note
and Azteca released us from all remaining obligations. The Blue Concept Note was reclassified as a discontinued operation liability. During
fiscal 2006, the principal amount outstanding, principal amount paid and interest paid on the Blue Concept Note was as follows:

2006
Principal Amount Outstanding $7,936,655

Principal Paid $ 826,153
Interest Paid 261,847

Principal and Interest on Note Payable $1,088,000

        Under the terms of the original asset purchase agreement, in addition to the shares previously issued, we issued on May 17, 2006, 1,041,667
shares of our common stock as a result of our average stock price trading at less than $3.00 per share for the period between February 10, 2006
and March 12, 2006 and recognized this issuance in our Statement of Stockholders' Equity.
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Aggregate balances by entities

        As of November 30, 2008 and November 30, 2007, respectively, the balances due (to) or due from these related parties (collectively
described as Commerce Investment Group and affiliates above) and certain of their affiliates are as follows (in thousands):

2008 2007
AZT International SA de CV $ � $ 1,800
Commerce Investment Group � (2,822)
Sweet Sportswear, LLC (4) (4)
Cygne Design Inc. (5) (5)

$ (9) $(1,031)

        The AZT balance represented the balances due as a result of production efforts in Mexico as of November 30, 2007. Upon completion of
the sale of our private label division to Cygne, as discussed in "Note 15�Discontinued Operations," Cygne assumed the aggregate liability in the
amount of $2,500,000 owed to Commerce and its affiliates. The balance due to Commerce represents the adjusted balance remaining that we
continued to be obligated for after the completion of the transaction with Cygne. The balance of $5,000 due to Cygne represented the amount
owed to Cygne as a result of certain chargebacks from our former customers.

Director Independence

        Currently, the following members of our Board of Directors are considered "independent" under NASDAQ listing standards and as such
term is defined in the rules and regulations of the SEC:

�
Kelly Hoffman

�
Thomas O'Riordan

�
Suhail Rizvi

�
Kent Savage

        In making its determination that the foregoing directors are independent, the Board considered all relevant facts and circumstances. The
Board considered the sublease of our office space to an entity owned by Mr. Rizvi. The Audit Committee has concluded that the sublease does
not impact Mr. Rizvi's independence. We do not have any past or present members serving on our Audit Committee, Compensation and Stock
Option Committee and Nominating and Governance Committee that are not considered to be independent.

 SECTION 16 BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

        Section 16(a) of the Exchange Act, as amended, requires our directors, officers and persons who beneficially own more than ten percent of
a registered class of our equity securities, to file reports of ownership and changes in ownership with the SEC on a timely basis. Directors,
officers and greater than ten percent beneficial owners are required by the SEC's regulations to furnish us with copies of all Section 16(a) forms
they file.

        Based solely on a review of copies of such forms furnished to us and certain of our internal records, or upon written representations from
officers, directors and greater than ten percent beneficial owners that no Form 5 was required, we believe that during the year ended
November 30, 2008, all Section 16(a) filing requirements applicable to our directors, officers and greater than ten percent beneficial owners
were satisfied on a timely basis.
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 FEES PAID TO THE INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

        For the fiscal years ended November 30, 2008 and 2007, E&Y billed the approximate fees as described below.

Audit Fees

        Fees for audit services totaled approximately $528,000 for the year ended November 30, 2008 and $574,000 for the year ended
November 30, 2007, including fees associated with the annual audit, reviews of our quarterly reports on Form 10-Q, and assistance with and
review of registration statements filed with the SEC including consents and comfort letters related to registration statements for equity issuances
and our stock incentive plan.

Audit-Related Fees

        There were no fees for audit-related services for the year ended November 30, 2008 and 2007.

Tax Fees

        Fees for tax services, including tax compliance and return preparation, tax advice, and tax planning, totaled approximately $137,000 for the
year ended November 30, 2008 and $107,000 for the year ended November 30, 2007.

All Other Fees

        There were no other fees for the years ended November 30, 2008 and 2007.

        The Audit Committee has adopted a policy which requires the Audit Committee's pre-approval of audit and non-audit services performed
by the independent auditor to assure that the provision of such services does not impair the auditor's independence. The Audit Committee
approves such services on an on-going basis prior to the incurrence of any such audit and non-audit services. The Audit Committee pre-approved
all of the audit and non-audit services rendered by E&Y listed above.

        The Audit Committee has determined that the services provided by E&Y were compatible with maintaining E&Y's independence.

 OTHER BUSINESS TO BE TRANSACTED

        As of the date of this proxy statement, the Board of Directors knows of no other business which may come before the annual meeting. If
any other business is properly brought before the annual meeting, it is the intention of the proxy holders to vote or act in accordance with their
best judgment with respect to such matters.
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 INNOVO GROUP INC.
2004 STOCK INCENTIVE PLAN

(WITH PROPOSED AMENDMENT TO SHARE AMOUNT)

        1.    Purpose.    The purpose of the Innovo Group Inc. 2004 Stock Incentive Plan (the "Plan") is to enhance the ability of Innovo Group Inc.
(the "Company") and its Subsidiaries to attract and retain officers, employees, directors and consultants of outstanding ability and to provide
selected officers, employees, directors and consultants with an interest in the Company parallel to that of the Company's shareholders. The term
"Company" as used in this Plan with reference to employment shall include the Company and its Subsidiaries, as appropriate.

2.    Definitions.

        (a)   "Award" shall mean an award determined in accordance with the terms of the Plan.

        (b)   "Board" shall mean the Board of Directors of the Company.

        (c)   "Cause" shall mean (i) if a Participant is party to an employment agreement or similar agreement with the Company and such
agreement includes a definition of Cause, the definition contained therein or (ii) if no such employment or similar agreement exists, it shall mean
(A) the Participant's failure to perform the duties reasonably assigned to him or her by the Company, (B) a good faith finding by the Company of
the Participant's dishonesty, gross negligence or misconduct, (C) a material breach by the Participant of any written Company employment
policies or rules or (D) the Participant's conviction for, or his or her plea of guilty or nolo contendere to, a felony or for any other crime which
involves fraud, dishonesty or moral turpitude.

        (d)   "Change in Control" of the Company means the occurrence of one of the following events:

          (i)  individuals who, on the Effective Date, constitute the Board (the "Incumbent Directors") cease for any reason to constitute at
least a majority of the Board, provided that any person becoming a director subsequent to the Effective Date whose election or
nomination for election was approved by a vote of at least two-thirds of the Incumbent Directors then on the Board (either by a
specific vote or by approval of the proxy statement of the Company in which such person is named as a nominee for director, without
objection to such nomination) shall be an Incumbent Director; provided, however, that no individual initially elected or nominated as a
director of the Company as a result of an actual or threatened election contest with respect to directors or as a result of any other actual
or threatened solicitation of proxies by or on behalf of any person other than the Board shall be an Incumbent Director;

         (ii)  any "person" (as such term is defined in Section 3(a)(9) of the Securities Exchange Act of 1934 (the "Exchange Act") and as
used in Sections 13(d)(3) and 14(d)(2) of the Exchange Act) is or becomes, after the Effective Date, a "beneficial owner" (as defined
in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company representing more than 50% of the
combined voting power of the Company's then outstanding securities eligible to vote for the election of the Board (the "Company
Voting Securities"); provided, however, that an event described in this paragraph (ii) shall not be deemed to be a Change in Control if
any of following becomes such a beneficial owner: (A) the Company or any majority-owned subsidiary (provided, that this exclusion
applies solely to the ownership levels of the Company or the majority-owned subsidiary), (B) any tax-qualified, broad-based employee
benefit plan sponsored or maintained by the Company or any majority-owned subsidiary, (C) any underwriter temporarily holding
securities pursuant to an offering of such securities, or (D) any person pursuant to a Non-Qualifying Transaction (as defined in
paragraph (iii));
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        (iii)  the consummation of a merger, consolidation, statutory share exchange or similar form of corporate transaction involving the
Company or any of its Subsidiaries that requires the approval of the Company's stockholders, whether for such transaction or the
issuance of securities in the transaction (a "Business Combination"), unless immediately following such Business Combination:
(A) 60% or more of the total voting power of (x) the corporation resulting from such Business Combination (the "Surviving
Corporation"), or (y) if applicable, the ultimate parent corporation that directly or indirectly has beneficial ownership of 100% of the
voting securities eligible to elect directors of the Surviving Corporation (the "Parent Corporation"), is represented by Company Voting
Securities that were outstanding immediately prior to such Business Combination (or, if applicable, is represented by shares into which
such Company Voting Securities were converted pursuant to such Business Combination), and such voting power among the holders
thereof is in substantially the same proportion as the voting power of such Company Voting Securities among the holders thereof
immediately prior to the Business Combination, (B) no person (other than any employee benefit plan (or related trust) sponsored or
maintained by the Surviving Corporation or the Parent Corporation), is or becomes the beneficial owner, directly or indirectly, of more
than 50% of the total voting power of the outstanding voting securities eligible to elect directors of the Parent Corporation (or, if there
is no Parent Corporation, the Surviving Corporation) and (C) at least a majority of the members of the board of directors of the Parent
Corporation (or if there is no Parent Corporation, the Surviving Corporation) following the consummation of the Business
Combination were Incumbent Directors at the time of the Board's approval of the execution of the initial agreement providing for such
Business Combination (any Business Combination which satisfies all of the criteria specified in (A), (B) and (C) above shall be
deemed to be a "Non-Qualifying Transaction"); or

        (iv)  Stockholder approval of a liquidation or dissolution of the Company, unless the voting common equity interests of an
ongoing entity (other than a liquidating trust) are beneficially owned, directly or indirectly, by the Company's shareholders in
substantially the same proportions as such shareholders owned the Company's outstanding voting common equity interests
immediately prior to such liquidation and such ongoing entity assumes all existing obligations of the Company under this Plan.

        Notwithstanding the foregoing, a Change in Control of the Company shall not be deemed to occur solely because any person acquires
beneficial ownership of more than 50% of the Company Voting Securities as a result of the acquisition of Company Voting Securities by the
Company which reduces the number of Company Voting Securities outstanding; provided, that, if after such acquisition by the Company such
person becomes the beneficial owner of Company Voting Securities that increases the percentage of outstanding Company Voting Securities
beneficially owned by such person, a Change in Control of the Company shall then occur.

        (e)   "Code" shall mean the Internal Revenue Code of 1986, as amended.

        (f)    "Committee" shall mean a committee of at least two members of the Board appointed by the Board to administer the Plan and to
perform the functions set forth herein and who are "non-employee directors" within the meaning of Rule 16b-3 as promulgated under Section 16
of the Securities Exchange Act of 1934, as amended (the "Exchange Act") and who are also "outside directors" within the meaning of
Section 162(m) of the Code.

        (g)   "Common Stock" shall mean the common stock of the Company.

        (h)   "Continuous Service" means that the Participant's service as an employee, director or consultant with the Company or a Subsidiary
which is not interrupted or terminated. The Participant's Continuous Service shall not be deemed to have terminated merely because of a change
in the capacity in which the Participant renders service to the Company or a Subsidiary as an employee, director or consultant or a change in the
entity for which the Participant renders such service; provided, that, there
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is no interruption or termination of the Participant's Continuous Service other than an approved leave of absence. The Committee, in its sole
discretion, may determine whether Continuous Service shall be considered interrupted.

        (i)    "Covered Employee" shall have the meaning set forth in Section 162(m)(3) of the Code.

        (j)    "Disability" shall have the same meaning as provided in any long-term disability plan maintained by the Company or any Subsidiary in
which a Participant then participates (the "LTD Plans"); provided, that, if no such plan exists, it shall have the meaning set forth in
Section 22(e)(3) of the Code.

        (k)   "Fair Market Value" shall mean, as of any date, the value of the Common Stock determined as follows:

          (i)  If the Common Stock is listed on any established stock exchange or a national market system, including without limitation
the Nasdaq National Market or The Nasdaq SmallCap Market of The Nasdaq Stock Market, its Fair Market Value shall be the closing
sales price for such stock (or the closing bid, if no sales were reported) as quoted on such exchange or system for the last market
trading day prior to the date of determination, as reported in The Wall Street Journal or such other source as the Committee deems
reliable;

         (ii)  If the Common Stock is regularly quoted by a recognized securities dealer but selling prices are not reported, its Fair Market
Value shall be the mean of the closing bid and asked prices for the Common Stock on the date prior to the date of determination as
reported in The Wall Street Journal or such other source as the Committee deems reliable; or

        (iii)  In the absence of an established market for the Common Stock, the Fair Market Value thereof shall be determined in good
faith by the Committee.

        (l)    "Immediate Family Member" shall mean, except as otherwise determined by the Committee, a Participant's spouse, ancestors and
descendants.

        (m)  "Incentive Stock Option" shall mean a stock option which is intended to meet the requirements of Section 422 of the Code.

        (n)   "Nonqualified Stock Option" shall mean a stock option which is not intended to be an Incentive Stock Option.

        (o)   "Option" shall mean either an Incentive Stock Option or a Nonqualified Stock Option.

        (p)   "Participant" shall mean an officer, employee, director or consultant of the Company or its Subsidiaries who is selected to participate
in the Plan in accordance with Section 5.

        (q)   "Performance Goals" shall mean or may be expressed in terms of any of the following business criteria: revenue, earnings before
interest, taxes, depreciation and amortization ("EBITDA"), funds from operations, funds from operations per share, operating income, pre or
after tax income, cash available for distribution, cash available for distribution per share, net earnings, earnings per share, return on equity,
return on assets, share price performance, improvements in the Company's attainment of expense levels, and implementing or completion of
critical projects, or improvement in cash-flow (before or after tax). A Performance Goal may be measured over a Performance Period on a
periodic, annual, cumulative or average basis and may be established on a corporate-wide basis or established with respect to one or more
operating units, divisions, subsidiaries, acquired businesses, minority investments, partnerships or joint ventures. Unless otherwise determined
by the Committee by no later than the earlier of the date that is ninety days after the commencement of the Performance Period or the day prior
to the date on which twenty-five percent of the Performance Period has elapsed, the Performance Goals will be determined by not accounting for
a change in GAAP during a Performance Period.
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        (r)   "Performance Objective" shall mean the level or levels of performance required to be attained with respect to specified Performance
Goals in order that a Participant shall become entitled to specified rights in connection with an Award of performance shares.

        (s)   "Performance Period" shall mean the calendar year, or such other shorter or longer period designated by the Committee, during which
performance will be measured in order to determine a Participant's entitlement to receive payment of an Award.

        (t)    "Subsidiary" shall mean any affiliate of the Company selected by the Board; provided, that, with respect to Incentive Stock Options, it
shall mean any subsidiary of the Company that is a corporation and which at the time qualifies as a "subsidiary corporation" within the meaning
of Section 424(f) of the Code.

        3.    Shares Subject to the Plan.    Subject to adjustment in accordance with Section 18, the total of the number of shares of Common Stock
which shall be available for the grant of Awards under the Plan shall not exceed 12,265,172(1) shares of Common Stock; provided, that, for
purposes of this limitation, any Common Stock subject to an Option which is canceled or expires without exercise shall again become available
for Award under the Plan. Upon forfeiture of Awards in accordance with the provisions of the Plan and the terms and conditions of the Award,
such shares shall again be available for subsequent Awards under the Plan. Subject to adjustment in accordance with Section 18, no employee
shall be granted, during any one (1) year period, Options to purchase more than 1,250,000 shares of Common Stock and, the number of shares of
Common Stock subject to any Awards other than Options or stock appreciation rights shall not exceed 1,250,000 shares of Common Stock.
Common Stock available for issue or distribution under the Plan shall be authorized and unissued shares or shares reacquired by the Company in
any manner.

(1)
This number assumes approval of Proposal 2 at our annual meeting of stockholders. In the event that this amendment to our 2004
Stock Incentive Plan in Proposal 2 is not approved, this number will remain at 8,265,172.

        4.    Administration.

        (a)   The Plan shall be administered by the Committee. All references to the Committee hereinafter shall mean the Board if no such
Committee has been appointed. Notwithstanding the foregoing, the Board or Committee may (i) delegate to a committee of one or more
members of the Board who are not "outside directors" within the meaning of Section 162(m) of the Code the authority to grant Awards to
eligible persons who are either (A) not then Covered Employees and are not expected to be Covered Employees at the time of recognition of
income resulting from such Award or (B) not persons with respect to whom the Company wishes to comply with Section 162(m) of the Code or
(ii) delegate to a committee of one or more members of the Board who are not "non-employee directors" within the meaning of Rule 16b-3 the
authority to grant Awards to eligible persons who are not subject to Section 16 of the Exchange Act.

        (b)   The Committee shall (i) approve the selection of Participants, (ii) determine the type of Awards to be made to Participants,
(iii) determine the number of shares of Common Stock subject to Awards, (iv) determine the terms and conditions of any Award granted
hereunder (including, but not limited to, any restriction and forfeiture conditions on such Award) and (v) have the authority to interpret the Plan,
to establish, amend, and rescind any rules and regulations relating to the Plan, to determine the terms and provisions of any agreements entered
into hereunder, and to make all other determinations necessary or advisable for the administration of the Plan. The Committee may correct any
defect, supply any omission or reconcile any inconsistency in the Plan or in any Award in the manner and to the extent it shall deem desirable to
carry it into effect.
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        (c)   Any action of the Committee shall be final, conclusive and binding on all persons, including the Company and its Subsidiaries and
shareholders, Participants and persons claiming rights from or through a Participant.

        (d)   The Committee may delegate to officers or employees of the Company or any Subsidiary, and to service providers, the authority,
subject to such terms as the Committee shall determine, to perform administrative functions with respect to the Plan and Award agreements.

        (e)   Members of the Committee and any officer or employee of the Company or any Subsidiary acting at the direction of, or on behalf of,
the Committee shall not be personally liable for any action or determination taken or made in good faith with respect to the Plan, and shall, to the
extent permitted by law, be fully indemnified by the Company with respect to any such action or determination.

        5.    Eligibility.    Individuals eligible to receive Awards under the Plan shall be the offices, employees, directors and consultants of the
Company and its Subsidiaries selected by the Committee; provided, that, only employees of the Company and its Subsidiaries may be granted
Incentive Stock Options.

        6.    Awards.    Awards under the Plan may consist of Options, restricted Common Stock, restricted Common Stock units, performance
shares, performance share units, purchases, share awards, stock appreciation rights or other awards based on the value of the Common Stock.
Incentive Stock Options may only be granted to employees of the Company and its Subsidiaries. Awards shall be subject to the terms and
conditions of the Plan and shall be evidenced by an agreement containing such additional terms and conditions, not inconsistent with the
provisions of the Plan, as the Committee shall deem desirable.

        7.    Options.    Options may be granted under the Plan in such form as the Committee may from time to time approve pursuant to terms set
forth in an Option agreement.

        (a)    Types of Options.    Each Option agreement shall state whether or not the Option will be treated as an Incentive Stock Option or
Nonqualified Stock Option. The aggregate Fair Market Value of the Common Stock for which Incentive Stock Options granted to any one
employee under this Plan or any other incentive stock option plan of the Company or of any of its Subsidiaries may by their terms first become
exercisable during any calendar year shall not exceed $100,000, determining Fair Market Value as of the date each respective Option is granted.
In the event such threshold is exceeded in any calendar year, such excess Options shall be automatically deemed to be Nonqualified Stock
Options. To the extent that any Option granted under this Plan which is intended to be an Incentive Stock Option fails for any reason to qualify
as such at any time, such Option shall be a Nonqualified Stock Option.

        (b)    Option Price.    The purchase price per share of the Common Stock purchasable under an Option shall be determined by the
Committee; provided, however, the exercise price for Incentive Stock Options will be not less than 100% of the Fair Market Value of the
Common Stock on the date of the grant and in the case of Incentive Stock Options granted to an employee owning stock possessing more than
10% of the total combined voting power of all classes of shares of the Company and its Subsidiaries (a "10% Shareholder") the price per share
specified in the agreement relating to such Option shall not be less than 110% of the Fair Market Value per share of the Common Stock on the
date of grant. Notwithstanding any other provision in this Plan to the contrary, the Committee may reduce the option price of any outstanding
Option either through a direct amendment to such Option or through a cancellation of such Option and immediate grant of a new Option with a
lower option price or in any other manner it deems appropriate.

        (c)    Option Period.    The term of each Option shall be fixed by the Committee, but no Option shall be exercisable after the expiration of
ten (10) years from the date the Option is granted; provided, that, in the case of Incentive Stock Options granted to 10% Shareholders, the term
of such Option
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shall not exceed 5 years from the date of grant. Notwithstanding the foregoing, unless otherwise provided in an Award agreement, upon the
death of a Participant, Options (other than Incentive Stock Options) that would otherwise remain exercisable following such death, shall remain
exercisible for one year following such death, notwithstanding the term of such Option.

        (d)    Exercisability.    Each Option shall vest and become exercisable at a rate determined by the Committee on the date of grant.

        (e)    Method of Exercise.    Options may be exercised, in whole or in part, by giving written notice of exercise to the Company in a form
approved by the Company specifying the number shares of Common Stock to be purchased. Such notice shall be accompanied by the payment
in full of the Option exercise price. The exercise price of the Option may be paid by (i) cash or certified or bank check, (ii) surrender of
Common Stock held by the Optionee for at least six (6) months prior to exercise (or such longer or shorter period as may be required to avoid a
charge to earnings for financial accounting purposes) or the attestation of ownership of such shares, in either case, if so permitted by the
Company, where such Common Stock has a Fair Market Value equal to the aggregate exercise price of the Option at the time of exercise, (iii) if
established by the Company, through a "same day sale" commitment from optionee and a broker-dealer that is acceptable to the Company that is
a member of the National Association of Securities Dealers (an "NASD Dealer") whereby the optionee irrevocably elects to exercise the Option
and to sell a portion of the shares so purchased sufficient to pay for the total exercise price and whereby the NASD Dealer irrevocably commits
upon receipt of such shares to forward the total exercise price directly to the Company, (iv) through additional methods prescribed by the
Committee, all under such terms and conditions as deemed appropriate by the Committee in its discretion, or (v) by any combination of the
foregoing, and, in all instances, to the extent permitted by applicable law. A Participant's subsequent transfer or disposition of any Common
Stock acquired upon exercise of an Option shall be subject to any Federal and state laws then applicable, specifically securities law, and the
terms and conditions of this Plan.

        8.    Restricted Common Stock.    The Committee may from time to time award restricted Common Stock under the Plan to eligible
Participants. Shares of restricted Common Stock may not be sold, assigned, transferred or otherwise disposed of, or pledged or hypothecated as
collateral for a loan or as security for the performance of any obligation or for any other purpose, for such period (the "Restricted Period") as the
Committee shall determine. The Committee may define the Restricted Period in terms of the passage of time or in any other manner it deems
appropriate. The Committee may alter or waive at any time any term or condition of restricted Common Stock that is not mandatory under the
Plan. Unless otherwise determined by the Committee, upon termination of a Participant's Continuous Service with the Company for any reason
prior to the end of the Restricted Period, the restricted Common Stock shall be forfeited and the Participant shall have no right with respect to the
Award. Except as restricted under the terms of the Plan and any Award agreement, any Participant awarded restricted Common Stock shall have
all the rights of a shareholder including, without limitation, the right to vote restricted Common Stock. If a share certificate is issued in respect of
restricted Common Stock, the certificate shall be registered in the name of the Participant, but shall be held by the Company for the account of
the Participant until the end of the Restricted Period. The Committee may also award restricted Common Stock in the form of restricted
Common Stock units having a value equal to an identical number of shares of Common Stock. Payment of restricted Common Stock units shall
be made in Common Stock or in cash or in a combination thereof (based upon the Fair Market Value of the Common Stock on the day the
Restricted Period expires), all as determined by the Committee in its sole discretion.

        9.    Performance Shares.

        (a)    Type of Awards.    Performance shares may be granted in the form of actual shares of Common Stock or Common Stock units having a
value equal to an identical number of shares of Common Stock. In the event that a share certificate is issued in respect of performance shares,
such
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certificate shall be registered in the name of the Participant, but shall be held by the Company until the time the performance shares are earned.
The Performance Objectives and the length of the Performance Period shall be determined by the Committee. The Committee shall determine in
its sole discretion whether performance shares granted in the form of Common Stock units shall be paid in cash, Common Stock, or a
combination of cash and Common Stock.

        (b)    Performance Objectives.    The Committee shall establish the Performance Objective for each Award of performance shares,
consisting of one or more business criteria permitted as Performance Goals hereunder, one or more levels of performance with respect to each
such criteria, and the amount or amounts payable or other rights that the Participant will be entitled to upon achievement of such levels of
performance. The Performance Objective shall be established by the Committee prior to, or reasonably promptly following the inception of, a
Performance Period but, to the extent required by Section 162(m) of the Code, by no later than the earlier of the date that is ninety days after the
commencement of the Performance Period or the day prior to the date on which twenty-five percent of the Performance Period has elapsed.
More than one Performance Goal may be incorporated in a Performance Objective, in which case achievement with respect to each Performance
Goal may be assessed individually or in combination with each other. The Committee may, in connection with the establishment of Performance
Objectives for a Performance Period, establish a matrix setting forth the relationship between performance on two or more Performance Goals
and the amount of the Award of performance shares payable for that Performance Period. The level or levels of performance specified with
respect to a Performance Goal may be established in absolute terms, as objectives relative to performance in prior periods, as an objective
compared to the performance of one or more comparable companies or an index covering multiple companies, or otherwise as the Committee
may determine. Performance Objectives shall be objective and shall otherwise meet the requirements of Section 162(m) of the Code.
Performance Objectives may differ for performance shares granted to any one Participant or to different Participants. An Award of performance
shares to a Participant who is a Covered Employee shall (unless the Committee determines otherwise) provide that in the event of the
Participant's termination of Continuous Service prior to the end of the Performance Period for any reason, such Award will be payable only (i) if
the applicable Performance Objectives are achieved and (ii) to the extent, if any, as the Committee shall determine.

        (c)    Certification    Following the completion of each Performance Period, the Committee shall certify in writing, in accordance with the
requirements of Section 162(m) of the Code, whether the Performance Objectives and other material terms of an Award of performance shares
have been achieved or met. Unless the Committee determines otherwise, performance shares shall not be settled until the Committee has made
the certification specified under this Section 9(c).

        (d)    Adjustment.    The Committee may, in its discretion, reduce or eliminate the amount of payment with respect to an Award of
performance shares to a Covered Employee, notwithstanding the achievement of a specified Performance Objectives; provided, that, no such
adjustment shall be made which would adversely impact a Participant following a Change in Control.

        (e)    Maximum Amount Payable    Subject to Section 18, the maximum number of performance shares subject to any Award to a Covered
Employee is 1,250,000 for each 12 months during the Performance Period (or, to the extent the Award is paid in cash, the maximum dollar
amount of any such Award is the equivalent cash value, based on the Fair Market Value of the Common Stock, of such number of shares of
Common Stock on the last day of the Performance Period).

        10.    Share Purchases.    The Committee may authorize eligible individuals to purchase Common Stock in the Company at a price equal to,
below or above the Fair Market Value of the Common Stock at the time of grant. Any such offer may be subject to the conditions and terms the
Committee may impose.
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        11.    Stock Appreciation Rights.    The Committee may in its discretion, either alone or in connection with the grant of another Award,
grant stock appreciation rights in accordance with the Plan, the terms and conditions of which shall be set forth in an agreement. If granted in
connection with an Option, a stock appreciation right shall cover the same number of shares of Common Stock covered by the Option (or such
lesser number of shares as the Committee may determine) and shall, except as provided in this Section 11, be subject to the same terms and
conditions as the related Option.

        (a)    Time of Grant.    A stock appreciation right may be granted (i) at any time if unrelated to an Option, or (ii) if related to an Option,
either at the time of grant, or in the case of Nonqualified Stock Options, at any time thereafter during the term of such Option.

(b)   Stock Appreciation Right Related to an Option.

          (i)  A stock appreciation right granted in connection with an Option shall be exercisable at such time or times and only to the
extent that the related Options are exercisable, and will not be transferable except to the extent the related Option may be transferable.
A stock appreciation right granted in connection with an Incentive Stock Option shall be exercisable only if the Fair Market Value of a
share of Common Stock on the date of exercise exceeds the purchase price specified in the related Incentive Stock Option agreement.

         (ii)  Upon the exercise of a stock appreciation right related to an Option, the Participant shall be entitled to receive an amount
determined by multiplying (A) the excess of the Fair Market Value of a share of Common Stock on the date preceding the date of
exercise of such stock appreciation right over the per share purchase price under the related Option, by (B) the number of shares of
Common Stock as to which such stock appreciation right is being exercised. Notwithstanding the foregoing, the Committee may limit
in any manner the amount payable with respect to any stock appreciation right by including such a limit in the agreement evidencing
the stock appreciation right at the time it is granted.

        (iii)  Upon the exercise of a stock appreciation right granted in connection with an Option, the Option shall be canceled to the
extent of the number of shares as to which the stock appreciation right is exercised, and upon the exercise of an Option granted in
connection with a stock appreciation right, the stock appreciation right shall be canceled to the extent of the number of shares of
Common Stock as to which the Option is exercised or surrendered.

        (c)    Stock Appreciation Right Unrelated to an Option.    The Committee may grant to a Participant stock appreciation rights unrelated to
Options. Stock appreciation rights unrelated to Options shall contain such terms and conditions as to exercisability, vesting and duration as the
Committee shall determine, but in no event shall they have a term of greater than ten (10) years; provided, that, unless otherwise provided in an
Award agreement, upon the death of a Participant, stock appreciation rights that would otherwise remain exercisable for a period of time
following such death, shall remain exercisable for one year following death notwithstanding the term of the Award. Upon exercise of a stock
appreciation right unrelated to an Option, the Participant shall be entitled to receive an amount determined by multiplying (i) the excess of the
Fair Market Value of a share on the date preceding the date of exercise of such stock appreciation right over the per share exercise price of the
stock appreciation right, by (ii) number of shares of Common Stock as to which the stock appreciation right is being exercised. Notwithstanding
the foregoing, the Committee may limit in any manner the amount payable with respect to any stock appreciation right by including such a limit
in the agreement evidencing the stock appreciation right at the time it is granted.

        (d)    Method of Exercise.    Stock appreciation rights shall be exercised by a Participant only by a written notice delivered in person or by
mail to the Company at the Company's principal executive office, specifying the number of shares of Common Stock with respect to which the
stock appreciation right is being exercised. If requested by the Committee, the Participant shall deliver the agreement
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evidencing the stock appreciation right being exercised and the agreement evidencing any related Option to the Company who shall endorse
thereon a notation of such exercise and return such agreement to the Participant.

        (e)    Form of Payment.    Payment of the amount determined under this Section 11 may be made in the discretion of the Committee solely
in whole shares of Common Stock in a number determined at their Fair Market Value on the date preceding the date of exercise of the stock
appreciation right, or solely in cash, or in a combination of cash and shares. If the Committee decides to make full payment in shares in Common
Stock and the amount payable results in a fractional share, payment for the fractional share will be made in cash.

        12.    Share Awards.    Subject to such performance and employment conditions as the Committee may determine, awards of Common
Stock or awards based on the value of the Common Stock may be granted either alone or in addition to other Awards granted under the Plan.
Any Awards under this Section 12 and any Common Stock covered by any such Award may be forfeited to the extent so provided in the Award
agreement, as determined by the Committee. Payment of Common Stock awards made under this Section 12 which are based on the value of
Common Stock may be made in Common Stock or in cash or in a combination thereof (based upon the Fair Market Value of the Common Stock
on the date of payment), all as determined by the Committee in its sole discretion.

        13.    Special Provisions.

        (a)    Change in Control.    Unless otherwise provided in an Award agreement, upon the occurrence of a Change in Control, all Options and
stock appreciation rights shall automatically become vested and exercisable in full and all restrictions or performance conditions, if any, on any
Common Stock awards, restricted Common Stock, restricted Common Stock units, performance shares or performance share units granted
hereunder shall automatically lapse. The Committee may, in its discretion, include such further provisions and limitations in any agreement
documenting such Awards as it may deem equitable and in the best interests of the Company.

        (b)    Deferral.    The Committee shall be authorized to establish procedures pursuant to which the payment of any Award may be deferred.
Subject to the provisions of the Plan and any Award agreement, the recipient of an Award (including, without limitation, any deferred Award)
may, if so determined by the Committee, be entitled to receive, currently or on a deferred basis, cash dividends, or cash payments in amounts
equivalent to cash dividends on shares ("dividend equivalents"), with respect to the number of shares of Common Stock covered by the Award,
as determined by the Committee, in its sole discretion, and the Committee may provide that such amounts (if any) shall be deemed to have been
reinvested in additional shares or otherwise reinvested.

        14.    Withholding.    Upon (a) disposition of shares of Common Stock acquired pursuant to the exercise of an Incentive Stock Option
granted pursuant to the Plan within two years of the grant of the Incentive Stock Option or within one year after exercise of the Incentive Stock
Option, or (b) exercise of a Nonqualified Stock Option (or an Incentive Stock Option treated as a Nonqualified Stock Option), exercise of a
stock appreciation right or the vesting or payment of any other Award under the Plan, or (c) under any other circumstances determined by the
Committee in its sole discretion, the Company shall have the right to require any Participant, and such Participant by accepting the Awards
granted under the Plan agrees, to pay to the Company the amount of any taxes which the Company shall be required to withhold with respect
thereto. In the event of clauses (a), (b) or (c), with the consent of the Committee, at its sole discretion, such Participant may elect to pay to the
Company an amount equal to the amount of the taxes which the Company shall be required to withhold by delivering to the Company shares of
Common Stock having a Fair Market Value equal to the amount of the withholding tax obligation as determined by the Company; provided,
however, that no shares of Common Stock are withheld with a value exceeding the minimum amount of tax required to be withheld by law. Such
shares so delivered to satisfy the minimum withholding obligation may be either shares withheld by the
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Company upon the exercise of the Option or other shares. At the Committee's sole discretion, a Participant may elect to have additional taxes
withheld and satisfy such withholding with cash or shares of Common Stock held for at least six (6) months prior to exercise, if, in the opinion
of the Company's outside accountants, doing so, would not result in a charge against earnings.

        15.    Nontransferability, Beneficiaries.    Unless otherwise determined by the Committee with respect to the transferability of Nonqualified
Stock Options by a Participant to his Immediate Family Members (or to trusts or partnerships or limited liability companies established for such
family members), no Award shall be assignable or transferable by the Participant, otherwise than by will or the laws of descent and distribution
or pursuant to a beneficiary designation, and Options shall be exercisable, during the Participant's lifetime, only by the Participant (or by the
Participant's legal representatives in the event of the Participant's incapacity). Each Participant may designate a beneficiary to exercise any
Option held by the Participant at the time of the Participant's death or to be assigned any other Award outstanding at the time of the Participant's
death. If no beneficiary has been named by a deceased Participant, any Award held by the Participant at the time of death shall be transferred as
provided in his will or by the laws of descent and distribution. Except in the case of the holder's incapacity, an Option may only be exercised by
the holder thereof.

        16.    No Right to Continuous Service.    Nothing contained in the Plan or in any Award under the Plan shall confer upon any Participant any
right with respect to the continuation of service with the Company or any of its Subsidiaries, or interfere in any way with the right of the
Company or its Subsidiaries to terminate his or her Continuous Service at any time. Nothing contained in the Plan shall confer upon any
Participant or other person any claim or right to any Award under the Plan.

        17.    Governmental Compliance.    Each Award under the Plan shall be subject to the requirement that if at any time the Committee shall
determine that the listing, registration or qualification of any shares issuable or deliverable thereunder upon any securities exchange or under any
Federal or state law, or the consent or approval of any governmental regulatory body, is necessary or desirable as a condition thereof, or in
connection therewith, no such grant or award may be exercised or shares issued or delivered unless such listing, registration, qualification,
consent or approval shall have been effected or obtained free of any conditions not acceptable to the Committee.

        18.    Adjustments; Corporate Events.

        (a)   In the event of any dividend or other distribution (whether in the form of cash, Common Stock, other securities, or other property),
recapitalization, reclassification, stock split, reverse stock split, reorganization, merger, consolidation, split-up, spin-off, combination,
repurchase, liquidation, dissolution, or sale, transfer, exchange or other disposition of all or substantially all of the assets of the Company, or
exchange of Common Stock or other securities of the Company, issuance of warrants or other rights to purchase Common Stock or other
securities of the Company, or other similar corporate transaction or event (an "Event"), and in the Committee's opinion, such event affects the
Common Stock such that an adjustment is determined by the Committee to be appropriate in order to prevent dilution or enlargement of the
benefits or potential benefits intended to be made available under the Plan or with respect to an Award, then the Committee shall, in such
manner as it may deem equitable, including, without limitation, adjust any or all of the following: (i) the number and kind of shares of Common
Stock (or other securities or property) with respect to which Awards may be granted or awarded; (ii) the number and kind of shares of Common
Stock (or other securities or property) subject to outstanding Awards; and (iii) the grant or exercise price with respect to any Award. The
Committee determination under this Section 18(a) shall be final, binding and conclusive. Any such adjustment made to an Incentive Stock
Option shall be made in accordance with Section 424(a) of the Code unless otherwise determined by the Committee in its sole discretion. The
Committee's determination under this Section 18(a) shall be final, binding and conclusive.

A-10

Edgar Filing: JOE'S JEANS INC. - Form DEF 14A

58



        (b)   Upon the occurrence of an Event in which outstanding Awards are not to be assumed or otherwise continued following such an Event,
the Committee may, in its discretion, terminate any outstanding Award without a Participant's consent and (i) provide for either the purchase of
any such Award for an amount of cash equal to the amount that could have been attained upon the exercise of such Award or realization of the
Participant's rights had such Award been currently exercisable or payable or fully vested or the replacement of such Award with other rights or
property selected by the Committee in its sole discretion and/or (ii) provide that such Award shall be exercisable (whether or not vested) as to all
shares covered thereby for at least thirty (30) days prior to such Event.

        (c)   The existence of the Plan, the Award agreement and the Awards granted hereunder shall not affect or restrict in any way the right or
power of the Company or the shareholders of the Company to make or authorize any adjustment, recapitalization, reorganization or other change
in the Company's capital structure or its business, any merger or consolidation of the Company, any issue of stock or of options, warrants or
rights to purchase stock or of bonds, debentures, preferred or prior preference stocks whose rights are superior to or affect the Common Stock or
the rights thereof or which are convertible into or exchangeable for Common Stock, or the dissolution or liquidation of the Company, or any sale
or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar character or otherwise.

        19.    Award Agreement.    Each Award under the Plan shall be evidenced by an agreement setting forth the terms and conditions, as
determined by the Committee, which shall apply to such Award, in addition to the terms and conditions specified in the Plan.

        20.    Amendment.    The Board may amend, suspend or terminate the Plan or any portion thereof at any time, provided that (a) no
amendment shall be made without shareholder approval if such approval is necessary to comply with any applicable law, regulation or stock
exchange rule and (b) except as provided in Section 18, no amendment shall be made that would adversely affect the rights of a Participant
under an Award theretofore granted, without such Participant's written consent.

        21.    General Provisions.

        (a)   The Committee may require each Participant purchasing or acquiring shares pursuant to an Award under the Plan to represent to and
agree with the Company in writing that such Participant is acquiring the shares for investment and without a view to distribution thereof.

        (b)   All certificates for Common Stock delivered under the Plan pursuant to any Award shall be subject to such stock-transfer orders and
other restrictions as the Committee may deem advisable under the rules, regulations, and other requirements of the Securities and Exchange
Commission, any stock exchange upon which the Common Stock is then listed, and any applicable Federal or state securities law, and the
Committee may cause a legend or legends to be put on any such certificates to make appropriate reference to such restrictions. If the Committee
determines that the issuance of Common Stock hereunder is not in compliance with, or subject to an exemption from, any applicable Federal or
state securities laws, such shares shall not be issued until such time as the Committee determines that the issuance is permissible.

        (c)   It is the intent of the Company that the Plan satisfy, and be interpreted in a manner that satisfies, the applicable requirements of
Rule 16b-3 as promulgated under Section 16 of the Exchange Act so that Participants will be entitled to the benefit of Rule 16b-3, or any other
rule promulgated under Section 16 of the Exchange Act, and will not be subject to short-swing liability under Section 16 of the Exchange Act.
Accordingly, if the operation of any provision of the Plan would conflict with the intent expressed in this Section 21(c), such provision to the
extent possible shall be interpreted and/or deemed amended so as to avoid such conflict.

        (d)   Except as otherwise provided by the Committee in the applicable grant or Award agreement, a Participant shall have no rights as a
shareholder with respect to any shares of Common Stocks subject to an Award until a certificate or certificates evidencing shares of Common
Stock shall have been
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issued to the Participant and, subject to Section 18, no adjustment shall be made for dividends or distributions or other rights in respect of any
share for which the record date is prior to the date on which Participant shall become the holder of record thereof.

        (e)   The law of the State of Delaware shall apply to all Awards and interpretations under the Plan regardless of the effect of such state's
conflict of laws principles.

        (f)    Where the context requires, words in any gender shall include any other gender.

        (g)   Headings of Sections are inserted for convenience and reference; they do not constitute any part of this Plan.

        (h)   The Committee shall have the power to accelerate the time at which an Award shall be exercisable or vest notwithstanding the terms of
any Award agreement.

        (i)    No payment pursuant to the Plan shall be taken into account in determining any benefits pursuant to any pension, retirement, savings,
profit sharing, group insurance, welfare or other benefit plan of the Company or any Subsidiary except to the extent otherwise expressly
provided in writing in such other plan or an agreement thereunder.

        (j)    The expenses of administering the Plan shall be borne by the Company and its Subsidiaries.

        (k)   No fractional shares of Common Stock shall be issued and the Committee shall determine, in its discretion, whether cash shall be given
in lieu of fractional shares or whether such fractional shares shall be eliminated by rounding up or down as appropriate.

        (l)    The Plan is intended to be an "unfunded" plan for incentive compensation. With respect to any payments not yet made to a Participant
pursuant to an Award, nothing contained in the Plan or any Award agreement shall give the Participant any rights that are greater than those of a
general creditor of the Company or any Subsidiary.

        22.    Expiration of the Plan.    Subject to earlier termination pursuant to Section 20, no Award may be granted following the 10-year
anniversary of the Effective Date and except with respect to outstanding Awards, this Plan shall terminate.

        23.    Effective Date; Approval of Shareholders.    The Plan is effective as of the date it is approved by the affirmative vote of the holders of
a majority of the securities of the Company present, or represented, and entitled to vote at a meeting of stockholders duly held in accordance
with the applicable laws of the State of Delaware (the "Effective Date")*. If the Plan is approved, no further grants shall be made under the terms
of the Company's 2000 Employee Stock Incentive Plan and the 2000 Director Stock Incentive Plan (collectively, the "Prior Plans") on or after
the Effective Date; provided, that, any outstanding awards granted thereunder shall remain outstanding in accordance with the terms and
conditions of such Prior Plans and the award agreements evidencing such awards. Unless the Company determines to submit Section 9 of the
Plan and the definition of Performance Goal to the Company's stockholders at the first stockholder meeting that occurs in the fifth year
following the year in which the Plan was last approved by stockholders (or any earlier meeting designated by the Board), in accordance with the
requirements of Section 162(m) of the Code, and such stockholder approval is obtained, then no further performance shares shall be made to
Covered Employees under Section 9 after the date of such annual meeting, but the remainder of the Plan shall continue in effect.

* Approved by the stockholders on June 3, 2004, June 9, 2005, and October 11, 2007.
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(continued from other side)

        I/We hereby revoke any other proxy to vote at the Annual Meeting, and hereby ratify and confirm all that said attorneys and proxies, and
each of them, may lawfully do by virtue hereof. With respect to matters not known at the time of the solicitation hereof, said proxies are
authorized to vote in accordance with their best judgment.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE "FOR" THE NOMINEES LISTED IN PROPOSAL
1 AND "FOR" PROPOSALS 2 AND 3.

        I/We hereby acknowledge prior receipt of the notice of annual meeting of stockholders and proxy statement dated September 10, 2009, the
Annual Report on Form 10-K for the year ended November 30, 2008 and hereby revoke any proxy or proxies heretofore given. This proxy may
be revoked at any time before it is voted by delivering to the Secretary of the Company either a written revocation of proxy or a duly executed
proxy bearing a later date, or by appearing at the 2009 annual meeting of stockholders and voting in person.

        If you receive more than one proxy card, please sign and return all cards in the accompanying envelope.

^ FOLD AND DETACH HERE AND READ THE REVERSE SIDE ^

JOE'S JEANS INC.

PROXY FOR ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON THURSDAY, OCTOBER 8, 2009

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS

The Notice of Meeting, proxy statement and proxy card
are available at http://www.joesjeans.com/2009proxy.

 THIS PROXY IS BEING SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS.

        The stockholder (whose signature appears in the reverse side of this proxy card) of Joe's Jeans Inc., or the Company, hereby appoints Marc
B. Crossman with full power of substitution, as proxy to cast all votes, as designated below, which the undersigned stockholder is entitled to cast
at the 2009 annual meeting of stockholders to be held on Thursday, October 8, 2009, at 9:00 a.m. (local time) at the Doubletree Hotel, 5757
Telegraph Road, Commerce, California 90040 upon the following matters and any other matter as may properly come before the 2009 annual
meeting of stockholders or any adjournments thereof.

(continued and to be dated and signed on reverse side.)
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VOTE BY TELEPHONE OR INTERNET
QUICK * * * EASY * * * IMMEDIATE

Joe's Jeans, Inc.

        Voting by telephone or Internet is quick, easy and immediate.    As a Joe's Jeans Inc. stockholder, you have the option of voting your
shares electronically through the Internet or on thetelephone, eliminating the need to return the proxy card. Your electronic vote authorizes the
named proxies to vote your shares in the same manner as if you marked, signed, dated and returned the proxy card. Votes submitted
electronically over the Internet or by telephone must be received by 7:00 p.m., Eastern Daylight Saving Time, on October 7, 2009.

To Vote Your Proxy By Internet
www.continentalstock.com

Have your proxy card available when you access the above website. Follow the prompts to vote your shares.

To Vote Your Proxy By Phone
1-866-894-0537

Use any touch-tone telephone to vote your proxy. Have your proxy card available when you call. Follow the voting instructions to vote your
shares.

PLEASE DO NOT RETURN THE CARD BELOW IF YOU ARE VOTING ELECTRONICALLY OR BY PHONE.

To Vote Your Proxy By Mail

Mark, sign and date your proxy card below, detach it and return it in the postage-paid envelope provided.

^ FOLD AND DETACH HERE AND READ THE REVERSE SIDE ^
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 PROXY

Please
mark
your
votes
like
this

ý

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS.

1. Election of seven directors to serve
on the Board of Directors until the 2010
annual meeting of stockholders or until
their respective successors are elected
and qualified:

(Instruction: to withhold authority to
vote for any individual nominee,
strike that nominee's name from the
list above.)

FOR
all the

nominees
listed
above

except as
marked to

the
contrary
below).

WITHHOLD
AUTHORITY
to vote for all
the nominees
listed above.

3. Proposal to ratify the
appointment of Ernst &
Young LLP as the independent
registered public accounting firm
of the Company for the fiscal year
ending November 30, 2009.

FOR
o

AGAINST
o

ABSTAIN
o

(1) Samuel
J. Furrow
(4) Kelly
Hoffman
(7) Kent
Savage

(2) Marc B.
Crossman
(5) Thomas
O'Riordan

(3) Joe
Dahan
(6) Suhail
R. Rizvi

o o

2. Proposal to an amendment to the
2004 Stock Incentive Plan to increase
the number of authorized shares
available for issuance under the 2004
Stock Incentive Plan by 4 million
shares from 8,265,172 shares to
12,265,172 shares;

FOR
o

AGAINST
o

ABSTAIN
o

This proxy, when properly executed, will be voted
as directed by the undersigned stockholder and in
accordance with the best judgment of the proxies as
to other matters.

IF NO DIRECTION IS GIVEN, THIS PROXY
WILL BE VOTED "FOR" THE NOMINEES
LISTED IN PROPOSAL 1, "FOR"
PROPOSALS 2 AND 3 AND IN
ACCORDANCE WITH THE BEST
JUDGMENT OF THE PROXIES AS TO
OTHER MATTERS.

o  I PLAN TO ATTEND THE OCTOBER 8,
2009 ANNUAL MEETING OF
STOCKHOLDERS.

PLEASE COMPLETE, DATE AND SIGN THIS
PROXY AND RETURN IT PROMPTLY TO
ENSURE A QUORUM AT THE MEETING. IT
IS IMPORTANT WHETHER YOU OWN FEW
OR MANY SHARES. DELAY IN RETURNING
YOUR PROXY MAY SUBJECT THE
COMPANY TO ADDITIONAL EXPENSE.

COMPANY ID:
PROXY NUMBER:

ACCOUNT NUMBER:

Signature of Stockholder or Authorized Representative                                 Date                         , 2009.

Please date and sign exactly as name appears hereon. Each executor, administrator, trustee, guardian, attorney-in-fact and other fiduciary should sign and indicate
his or her full title. In the case of stock ownership in the name of two or more persons, all persons should sign.
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