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122 Fifth Avenue

New York, New York 10011

April 23, 2007

Dear Stockholder:

You are cordially invited to attend the 2007 annual meeting of stockholders of Barnes & Noble, Inc. The meeting will be held at 9:00 a.m.,
Eastern Time, on Wednesday, May 30, 2007 at Barnes & Noble Booksellers, Union Square Store, 33 East 17th Street, New York, New York.

Information about the meeting and the various matters on which the stockholders will act is included in the Notice of Annual Meeting of
Stockholders and Proxy Statement which follow. Also included is a Proxy Card and postage paid return envelope.

Whether or not you plan to attend the meeting, we hope you will have your shares represented at the meeting by completing, signing and
returning your Proxy Card in the enclosed postage paid return envelope promptly.

Sincerely,

BRADLEY A. FEUER

Interim Corporate Secretary
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122 Fifth Avenue

New York, New York 10011

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD ON MAY 30, 2007

The annual meeting of stockholders of Barnes & Noble, Inc. (the �Company�) will be held at Barnes & Noble Booksellers, Union Square Store, 33
East 17th Street, New York, New York, at 9:00 a.m., Eastern Time, on Wednesday, May 30, 2007 for the following purposes:

1. To elect four Directors to serve until the 2010 annual meeting of stockholders and until their respective successors are duly elected
and qualified;

2. To ratify the appointment of BDO Seidman, LLP as independent certified public accountants for the Company�s fiscal year ending
February 2, 2008; and

3. To transact such other business as may be properly brought before the meeting and any adjournment or postponement thereof.
Only holders of record of Common Stock as of the close of business on April 9, 2007 are entitled to notice of and to vote at the meeting and at
any adjournment or postponement thereof.

BRADLEY A. FEUER

Interim Corporate Secretary

New York, New York

April 23, 2007

WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING, PLEASE

COMPLETE, SIGN, DATE AND RETURN THE ACCOMPANYING PROXY CARD.
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BARNES & NOBLE, INC.

122 Fifth Avenue

New York, New York 10011

PROXY STATEMENT FOR ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD ON MAY 30, 2007

INTRODUCTION

This Proxy Statement and enclosed Proxy Card are being furnished commencing on or about April 23, 2007 in connection with the solicitation
by the Board of Directors of Barnes & Noble, Inc., a Delaware corporation (the �Company�), of proxies for use at the annual meeting of
stockholders to be held on May 30, 2007 (the �Meeting�) for the purposes set forth in the accompanying Notice of Annual Meeting of
Stockholders. Any proxy given pursuant to such solicitation and received in time for the Meeting will be voted as specified in such proxy. If no
instructions are given, proxies will be voted FOR the election of the nominees listed below under the caption �Election of Directors�Information
Concerning the Directors and Nominees�Nominees for Election as Director,� FOR the ratification of the appointment of BDO Seidman, LLP as
independent certified public accountants for the Company�s fiscal year ending February 2, 2008 (collectively, the �Proposals�), and in the
discretion of the proxies named on the Proxy Card with respect to any other matters properly brought before the Meeting and any adjournments
thereof. Any proxy may be revoked by written notice received by the Corporate Secretary of the Company at any time prior to the voting thereof
by submitting a subsequent proxy or by attending the Meeting and voting in person.

Only holders of record of the Company�s voting securities as of the close of business on April 9, 2007 are entitled to notice of and to vote at the
Meeting. As of the record date, 65,975,201 shares of Common Stock, par value $.001 per share (�Common Stock�), were outstanding. Each share
of Common Stock entitles the record holder thereof to one vote on each of the Proposals and on all other matters properly brought before the
Meeting. The presence of a majority of the combined outstanding shares of Common Stock represented in person or by proxy at the Meeting will
constitute a quorum.

Vote Required

The four nominees for Director receiving the highest vote totals will be elected as Directors of the Company to serve until the 2010 annual
meeting of stockholders. The proposal to ratify the appointment of the Company�s independent registered public accountants will require the
affirmative vote of a majority of the votes cast on the proposal in person or by proxy at the Meeting.

Abstentions and Broker Non-Votes

With respect to the proposal to elect the four nominees for Director and the proposal to ratify the appointment of the Company�s independent
registered public accountants, abstentions and �broker non-votes� will not be included in vote totals and will have no effect on the outcome of
these proposals. A �broker non-vote� occurs when a nominee holding shares for a beneficial owner does not vote on a particular proposal because
the nominee does not have discretionary voting power on that matter and has not received instructions from the beneficial owner.

Abstentions and �broker non-votes� are included in determining whether a quorum is present.

It should be noted that all of the Directors and executive officers of the Company, together with principal stockholders of the Company with
which they are affiliated, own or control the voting power of approximately 22.3% of the Common Stock outstanding as of March 31, 2007, and
have advised the Company that they intend to vote FOR all of the Proposals.

A Proxy Card is enclosed for your use. YOU ARE SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS TO COMPLETE, SIGN,
DATE AND RETURN THE PROXY CARD IN THE ACCOMPANYING ENVELOPE, which is postage paid if mailed in the United States.
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NO PERSON IS AUTHORIZED TO GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATIONS OTHER THAN
THOSE CONTAINED IN THIS PROXY STATEMENT, AND, IF GIVEN OR MADE, SUCH INFORMATION MUST NOT BE
RELIED UPON AS HAVING BEEN AUTHORIZED. THE DELIVERY OF THIS PROXY STATEMENT SHALL, UNDER NO
CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS OF THE
COMPANY SINCE THE DATE OF THIS PROXY STATEMENT.

ELECTION OF DIRECTORS

PROPOSAL 1

Information Concerning the Directors and Nominees

The Board of Directors currently consists of 11 Directors. The Directors currently are divided into three classes, consisting of four members
whose terms expire at the Meeting, four members whose terms expire at the 2008 annual meeting of stockholders and three members whose
terms expire at the 2009 annual meeting of stockholders.

Background information with respect to the Board of Directors and nominees for election as Directors, all of whom are incumbent Directors,
appears below. See �Security Ownership of Certain Beneficial Owners and Management� for information regarding such persons� holdings of
equity securities of the Company.

Name Age
Director
Since Position

Leonard Riggio 66 1986 Founder and Chairman of the Board
Stephen Riggio 52 1997 Vice Chairman and Chief Executive Officer
Matthew A. Berdon 87 1992 Director
Michael J. Del Giudice 64 1999 Director
William Dillard, II 62 1993 Director
Patricia L. Higgins 57 2006 Director
Irene R. Miller 54 1995 Director
Margaret T. Monaco 59 1995 Director
William F. Reilly 68 2006 Director
William Sheluck, Jr. 66 1993 Director
Lawrence S. Zilavy 56 2006 Director
At the Meeting, four Directors will be elected, each to hold office for a term of three years and until his or her successor is elected and qualified.
Leonard Riggio, Michael J. Del Giudice, William Sheluck, Jr. and Lawrence S. Zilavy are nominees for election as Directors at the Meeting,
each to hold office for a term of three years until the annual meeting of stockholders to be held in 2010. The terms of Stephen Riggio, Matthew
A. Berdon, Margaret T. Monaco and William F. Reilly expire in 2008, and the terms of William Dillard II, Patricia L. Higgins and Irene R.
Miller expire in 2009. Each of the nominees has consented to serve, if elected. However, if any nominee is unable to stand for election, proxies
may be voted for a substitute designated by the Board of Directors.

2
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Nominees for Election as Director

The following individuals are nominees for Director at the Meeting:

Leonard Riggio is the founder of the Company and has been Chairman of the Board and a principal stockholder of the Company since its
inception in 1986 and was Chief Executive Officer of the Company from its inception through February 2002. Since 1965, he has been
Chairman of the Board, Chief Executive Officer and the principal stockholder of Barnes & Noble College Booksellers, Inc. (�B&N College�), one
of the nation�s largest operators of college bookstores. Since 1985, Mr. Riggio has been Chairman of the Board and a principal beneficial owner
of MBS Textbook Exchange, Inc. (�MBS�), one of the nation�s largest wholesalers of college textbooks. He is also a director of GameStop Corp.
(�GameStop�), a national video game retailer. Mr. Riggio is Stephen Riggio�s brother.

Michael J. Del Giudice has been a Director of the Company since 1999. Mr. Del Giudice is a co-founder and Senior Managing Director at
Millennium Credit Markets LLC, an investment banking firm. He is Chairman of Rockland Capital Energy Investments LLC, Lead Director of
the Board of Directors of Con Edison Inc., a member of the Board of Fusion Telecommunications Intl., Vice Chairman of the Board of Trustees
of the New York Racing Association, and a member of the Board of Advisors of Corinthian Capital Group, LLC, a private equity firm. He also
serves as Chairman of the Governor�s Committee on Scholastic Achievement, an educational non-profit group.

William Sheluck, Jr. has been a Director of the Company since November 1993. Mr. Sheluck formerly was the President, Chief Executive
Officer and a director of Nationar, a New York State-chartered commercial bank providing services to financial institutions and corporations,
from 1983 until his retirement in April 1993. Mr. Sheluck is a Chartered Financial Analyst.

Lawrence S. Zilavy has been a Director of the Company since June 2006. Mr. Zilavy is a Senior Vice President of B&N College, which he
joined in May 2006. Mr. Zilavy was Executive Vice President, Corporate Finance and Strategic Planning of the Company from May 2003 to
November 2004 and Chief Financial Officer of the Company from June 2002 to April 2003. Prior to that, he was Executive Vice President of
IBJ Whitehall Bank and Trust Company, where he worked since 1992. Mr. Zilavy is also a director of GameStop, The Hain Celestial Group,
Inc. and the nonprofit Community Resource Exchange, as well as a trustee of St. Francis College in New York City.

THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE ELECTION OF EACH
NOMINEE FOR DIRECTOR NAMED ABOVE. PROXIES SOLICITED BY THIS PROXY STATEMENT WILL BE VOTED FOR
EACH NOMINEE NAMED ABOVE UNLESS A VOTE AGAINST A NOMINEE OR AN ABSTENTION IS SPECIFICALLY
INDICATED.

Other Directors whose Terms of Office Continue after the Meeting

Stephen Riggio has been a Director of the Company since September 1993, was appointed Vice Chairman of the Company in December 1997,
and was named Chief Executive Officer of the Company in February 2002. Mr. Riggio was Chief Operating Officer of the Company from
February 1995 until December 1997. Mr. Riggio is Leonard Riggio�s brother.

Matthew A. Berdon has been a Director of the Company since June 1992. Since January 2003, Mr. Berdon has been the Senior Partner of the
financial consulting firm F. B. & Co., LLP. From January 1998 through December 2002, Mr. Berdon was the Chairman of the New York
Division of the accounting firm of Urbach, Kahn & Werlin. Prior to that, he was a partner in the certified public accounting firm of Ferro
Berdon & Company.

3

Edgar Filing: BARNES & NOBLE INC - Form DEF 14A

7



William Dillard, II has been a Director of the Company since November 1993. Mr. Dillard has been the Chief Executive Officer of Dillard�s,
Inc. (�Dillard�s�) since May 1998 and he has been a director of Dillard�s since 1968. He was appointed Chairman of Dillard�s in May 2002.
Mr. Dillard is also a member of JPMorganChase & Co. National Advisory Board, JPMorganChase & Co. Dallas Region Advisory Board and a
director of Acxiom Corp.

Patricia L. Higgins has been a Director of the Company since June 2006. Ms. Higgins was President, Chief Executive Officer and a director of
Switch and Data Facilities Company, Inc., a leading provider of neutral interconnection and collocation services, from September 2000 to
February 2004. Prior to that, she was Chairman and Chief Executive Officer of The Research Board from May 1999 to August 2000 and Vice
President and Chief Information Officer of Alcoa Inc. from January 1997 to April 1999. Ms. Higgins is also a director of Delta Airlines, Visteon
and Internap. Ms. Higgins was a director of Barnes & Noble.com from 1999 to 2004.

Irene R. Miller has been a Director of the Company since May 1995. Ms. Miller has been the Chief Executive Officer of Akim, Inc., an
investment management and consulting firm since July 1997. From September 1995 to June 1997, she was Vice Chairman of the Company as
well as Chief Financial Officer of the Company, a position she held since September 1993. Ms. Miller is also a director of Coach, Inc., Inditex,
S.A. and TD Bank Financial Group.

Margaret T. Monaco has been a Director of the Company since May 1995. Ms. Monaco resumed her position as Principal of Probus Advisors,
a financial and management consulting firm, in October 2003. Ms. Monaco was the Chief Operating Officer of Merrill Lynch Ventures, LLC
and KECALP, Inc., wholly owned subsidiaries of Merrill Lynch & Co., Inc., from November 1999 to October 2003. She had been the Chief
Administrative Officer of those entities from April 1998 to November 1999. Ms. Monaco had been the Principal of Probus Advisors from July
1993 to April 1998. Ms. Monaco is also a director of Stage Stores, Inc. and the W. P. Stewart Growth Fund.

William F. Reilly has been a Director of the Company since January 2006. Mr. Reilly has been Chairman and Chief Executive Officer of
Summit Business Media, LLC, a special interest publisher, since he founded it in November 2006. Prior to that, he was Chairman and Chief
Executive Officer of F&W Publications from 2002 until he sold the company in August 2005. He served as founder, Chairman, and Chief
Executive Officer of Primedia Inc., a specialty media company, from February 1990 until 1999. He also served as a member of the Board of
Directors of Barnes & Noble.com from 1999 until 2004. Mr. Reilly is a member of the Board of Directors of FMC Corporation and WNET,
Channel 13. He serves on the Board of Trustees of the University of Notre Dame and Harvard Business School Publications.

Meetings and Committees of the Board

The Board of Directors met six times during the fiscal year ended February 3, 2007 (�fiscal 2006�). All Directors attended at least 75% of all of the
meetings of the Board of Directors and the committees thereof on which they served during fiscal 2006. Based on information supplied to it by
the Directors, the Board of Directors has affirmatively determined that each of Matthew A. Berdon, Michael J. Del Giudice, William Dillard, II,
Patricia L. Higgins, Irene R. Miller, Margaret T. Monaco, William F. Reilly and William Sheluck, Jr. are �independent� under the listing standards
of the New York Stock Exchange, and have made such determination based on the fact that none of such persons have had, or currently have,
any relationship with the Company or its affiliates or any executive officer of the Company or his or her affiliates, that would currently impair
their independence, including, without limitation, any commercial, industrial, banking, consulting, legal, accounting, charitable or familial
relationship.

See the Company�s website at www.barnesandnobleinc.com for a description of the Company�s strategic planning process and the Board of
Directors� involvement in that process.
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Special Committee. In July 2006 the Board of Directors established a special committee to review the Company�s stock option practices which
consists of Patricia Higgins (the �Special Committee�). The Special Committee completed its review of the Company�s stock option practices and
reported its findings and recommendations to the Board of Directors on April 2, 2007. Regarding corporate governance, the Special Committee
recommended changes to the composition of certain committees of the Board of Directors as follows:

� the Compensation Committee should be reconstituted with independent directors who were not members of this committee during the
period of the option grant practices at issue;

� the Audit Committee should add independent directors; and

� the Nominating and Corporate Governance Committee should be reconstituted to include the Chairs of the Compensation and Audit
Committees as members of this Committee and be renamed the Corporate Governance and Nominating Committee.

The Company agreed with the foregoing recommendations and is in the process of implementing these changes as described below.

For further information regarding the Special Committee�s findings and recommendations please see the Company�s Current Report on Form 8-K,
Quarterly Report on Form 10-Q and Annual Report on Form 10-K, all of which were filed on April 4, 2007.

The Board of Directors has three standing committees: the Audit Committee, the Compensation Committee and the Corporate Governance &
Nominating Committee.

Audit Committee. The Audit Committee has the principal function of, among other things, reviewing the adequacy of the Company�s internal
system of accounting controls, the appointment, compensation, retention and oversight of the independent certified public accountants,
conferring with the independent certified public accountants concerning the scope of their examination of the books and records of the
Company, reviewing and approving related party transactions and considering other appropriate matters regarding the financial affairs of the
Company. In addition, the Audit Committee has established procedures for the receipt, retention and treatment of confidential and anonymous
complaints regarding the Company�s accounting, internal accounting controls and auditing matters. The Board of Directors has adopted a written
charter setting out the functions of the Audit Committee, a copy of which is available on the Company�s website at www.barnesandnobleinc.com
and is available in print to any stockholder who requests it, in writing to the Company�s Corporate Secretary, Barnes & Noble, Inc., 122 Fifth
Avenue, New York, New York 10011. Until May 1, 2007, the members of the Audit Committee are Messrs. Sheluck (Chairman), Berdon and
Del Giudice. Effective May 1, 2007, the members of the Audit Committee will be Ms. Higgins (Chairwoman), Mr. Del Giudice, Ms. Monaco
and Mr. Sheluck. In addition to meeting the independence standards of the New York Stock Exchange, each member of the Audit Committee is
financially literate and meets the independence standards established by the Securities and Exchange Commission (the �SEC�). The Board of
Directors has also determined that each member of the Audit Committee has the requisite attributes of an �audit committee financial expert� as
defined by regulations promulgated by the SEC and that such attributes were acquired through relevant education and/or experience. The Audit
Committee met nine times during fiscal 2006.

Compensation Committee. The principal function of the Compensation Committee is to, among other things, review and approve the
compensation and employment arrangements for the Company�s executive officers. The Compensation Committee is also responsible for
administering the Company�s 2004 Incentive Plan and 1996 Incentive Plan, each as amended, as well as the Company�s 2004 Executive
Performance Plan. Until May 1, 2007, the members of the Compensation Committee are Mr. Berdon (Chairman), Ms. Monaco and Mr. Sheluck.
Effective May 1, 2007, the members of the Compensation Committee will be Messrs. Del Giudice (Chairman),
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Dillard and Reilly. All members of the Compensation Committee meet the independence standards of the New York Stock Exchange. The Board
of Directors has adopted a written charter setting out the functions of the Compensation Committee, which is available on the Company�s website
at www.barnesandnobleinc.com and is available in print to any stockholder who requests it, in writing to the Company�s Corporate Secretary,
Barnes & Noble, Inc., 122 Fifth Avenue, New York, New York 10011. The Compensation Committee met five times during fiscal 2006.

Corporate Governance & Nominating Committee. The function of the Corporate Governance & Nominating Committee is to, among other
things, seek qualified individuals to serve as Directors of the Company. The Corporate Governance & Nominating Committee was previously
named the Nominating & Corporate Governance Committee. Following the recommendations of the Special Committee, the Nominating &
Corporate Governance Committee has been renamed as the Corporate Governance & Nominating Committee and will have primary
responsibility for overseeing the corporate governance of the Company. Until May 1, 2007, the members of the Corporate Governance &
Nominating Committee are Messrs. Dillard and Sheluck. Effective May 1, 2007, the members of the Corporate Governance & Nominating
Committee will be Messrs. Dillard (Co-Chairman), Sheluck (Co-Chairman), Del Giudice and Ms. Higgins, all of whom meet the independence
standards of the New York Stock Exchange. The Board of Directors has adopted a written charter setting out the functions of the Corporate
Governance & Nominating Committee, which is available on the Company�s website at www.barnesandnobleinc.com and is available in print to
any stockholder who requests it, in writing to the Company�s Corporate Secretary, Barnes & Noble, Inc., 122 Fifth Avenue, New York, New
York 10011. The Corporate Governance & Nominating Committee met twice during fiscal 2006.

Minimum Qualifications

The Company does not set specific criteria for Directors except to the extent required to meet applicable legal, regulatory and stock exchange
requirements, including, but not limited to, the independence requirements of the New York Stock Exchange and the SEC, as applicable.
Nominees for Director will be selected on the basis of outstanding achievement in their personal careers; board experience; wisdom; integrity;
ability to make independent, analytical inquiries; understanding of the business environment; and willingness to devote adequate time to Board
duties. While the selection of qualified Directors is a complex and subjective process that requires consideration of many intangible factors, the
Corporate Governance & Nominating Committee believes that each Director should have a basic understanding of (i) the principal operational
and financial objectives and plans and strategies of the Company, (ii) the results of operations and financial condition of the Company and of
any significant subsidiaries or business segments, and (iii) the relative standing of the Company and its business segments in relation to its
competitors.

Nominating Process

Although the process for identifying and evaluating candidates to fill vacancies and/or expand the Board will inevitably require a practical
approach in light of the particular circumstances at such time, the Board of Directors has adopted the following process to guide the Corporate
Governance & Nominating Committee in this respect. The Corporate Governance & Nominating Committee is willing to consider candidates
submitted by a variety of sources (including incumbent Directors, stockholders (as described below), Company management and third-party
search firms) when reviewing candidates to fill vacancies and/or expand the Board. If a vacancy arises or the Board decides to expand its
membership, the Corporate Governance & Nominating Committee asks each Director to submit a list of potential candidates for consideration.
The Corporate Governance & Nominating Committee then evaluates each potential candidate�s educational background, employment history,
outside commitments and other relevant factors to determine whether he or she is potentially qualified to serve on the Board. At that time, the
Corporate Governance & Nominating Committee also will consider potential nominees submitted by stockholders in accordance with the
procedures described below, or by the Company�s management, and if the Corporate Governance & Nominating Committee deems it necessary,
retain an independent third-party search firm to provide potential candidates. The Corporate Governance & Nominating Committee seeks to
identify and recruit the best available candidates, and it intends to evaluate qualified
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stockholder nominees on the same basis as those submitted by Board members, Company management, third-party search firms or other sources.

After completing this process, the Corporate Governance & Nominating Committee will determine whether one or more candidates are
sufficiently qualified to warrant further investigation. If the process yields one or more desirable candidates, the Corporate Governance &
Nominating Committee will rank them by order of preference, depending on their respective qualifications and the Company�s needs. The
Corporate Governance & Nominating Committee Chair will then contact the preferred candidate(s) to evaluate their potential interest and to set
up interviews with the full Corporate Governance & Nominating Committee. All such interviews are held in person, and include only the
candidate and the Corporate Governance & Nominating Committee members. Based upon interview results and appropriate background checks,
the Corporate Governance & Nominating Committee then decides whether it will recommend the candidate�s nomination to the full Board.

When nominating a sitting Director for re-election at an annual meeting, the Corporate Governance & Nominating Committee will consider the
Director�s performance on the Board and the Director�s qualifications in respect of the criteria referred to above.

Consideration of Stockholder-Nominated Directors

The Corporate Governance & Nominating Committee also will consider potential nominees submitted by stockholders if a vacancy arises or if
the Board decides to expand its membership, and at such other times as the Corporate Governance & Nominating Committee deems necessary or
appropriate. Any stockholder wishing to submit a candidate for consideration should send the following information to the Company�s Corporate
Secretary, Barnes & Noble, Inc., 122 Fifth Avenue, New York, New York 10011: (i) stockholder�s name, number of shares owned, length of
period held, and proof of ownership; (ii) name, age and address of candidate; (iii) a detailed resume describing, among other things, the
candidate�s educational background, occupation, employment history for at least the previous five years, and material outside commitments (e.g.,
memberships on other boards and committees, charitable foundations, etc.); (iv) a supporting statement which describes the candidate�s reasons
for seeking election to the Board; (v) a description of any arrangements or understandings between the candidate and the Company; and (vi) a
signed statement from the candidate, confirming his or her willingness to serve on the Board. In accordance with the Company�s Bylaws, in order
for the Company to consider a candidate submitted by a stockholder, the Company must receive the foregoing information not less than 30 days,
nor more than 60 days, prior to a meeting of the Company�s stockholders for the election of Directors; provided, that if less than 40 days� notice of
such meeting is given to stockholders, the Company must receive the foregoing information no later than the 10th day following the day on
which notice of the date of such meeting was mailed or publicly disclosed. The Company�s Corporate Secretary will promptly forward such
materials to the Corporate Governance & Nominating Committee. The Company�s Corporate Secretary also will maintain copies of such
materials for future reference by the Corporate Governance & Nominating Committee when filling Board positions.

Corporate Governance

Corporate Governance Guidelines and Code of Business Conduct and Ethics

The Board of Directors has adopted Corporate Governance Guidelines. The Board of Directors has also adopted a Code of Business Conduct
and Ethics applicable to the Company�s employees, Directors, agents and representatives, including consultants. The Corporate Governance
Guidelines and the Code of Business Conduct and Ethics are available on the Company�s website at www.barnesandnobleinc.com. A copy of the
Corporate Governance Guidelines and a copy of the Code of Business Conduct and Ethics are available in print to any stockholder who requests
them, in writing to the Company�s Corporate Secretary, Barnes & Noble, Inc., 122 Fifth Avenue, New York, New York 10011.
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Code of Ethics for Senior Financial Officers

The Board of Directors has adopted a Code of Ethics applicable to the Company�s Chairman of the Board, Chief Executive Officer, Chief
Financial Officer, and Controller, which is available on the Company�s website at www.barnesandnobleinc.com. A copy of the Code of Ethics
for Senior Financial Officers is available in print to any stockholder who requests it, in writing to the Company�s Corporate Secretary, Barnes &
Noble, Inc., 122 Fifth Avenue, New York, New York 10011.

Non-Management Directors

In accordance with the Corporate Governance Guidelines, the independent non-management Directors of the Company hold regularly scheduled
executive sessions without management present at least once annually. The Board of Directors has ratified Mr. Sheluck as the presiding Director
at these executive sessions.

Communications Between Stockholders and the Board

Stockholders and other interested persons seeking to communicate with the Board should submit any communications in writing to the
Company�s Corporate Secretary, Barnes & Noble, Inc., 122 Fifth Avenue, New York, New York 10011. Any such communication must state the
number of shares beneficially owned by the stockholder making the communication. The Company�s Corporate Secretary will forward such
communication to the full Board or to any individual Director or Directors (including the presiding Director of the executive sessions of the
non-management Directors or the non-management Directors as a group) to whom the communication is directed.

Attendance at Annual Meetings

All Board members are expected to attend in person the Company�s annual meetings of stockholders and be available to address questions or
concerns raised by stockholders. All Directors attended the 2006 annual meeting of stockholders, except William Dillard, II.

Executive Officers

The Company�s executive officers, as well as additional information with respect to such persons, is set forth in the table below:

Name Age Position
Leonard Riggio 66 Founder and Chairman of the Board
Stephen Riggio 52 Vice Chairman and Chief Executive Officer
Mitchell S. Klipper 49 Chief Operating Officer
Marie J. Toulantis 53 Chief Executive Officer of Barnes & Noble.com
J. Alan Kahn 60 President of the Barnes & Noble Publishing Group
Joseph J. Lombardi 45 Chief Financial Officer
William F. Duffy 51 Executive Vice President of Distribution and Logistics
Mary Ellen Keating 50 Senior Vice President of Corporate Communications and Public Affairs
David S. Deason 48 Vice President of Barnes & Noble Development
Christopher Grady-Troia 55 Vice President and Chief Information Officer
Mark Bottini 46 Vice President and Director of Stores
Michelle Smith 54 Vice President of Human Resources
Information with respect to executive officers of the Company who also are Directors is set forth in �Information Concerning the Directors and
Nominees� above.
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Mitchell S. Klipper has been the Chief Operating Officer of the Company since February 2002. Prior to that, he was the President of Barnes &
Noble Development, the group responsible for selecting, designing and constructing new store locations, and an Executive Vice President of the
Company from December 1995 to February 2002.

Marie J. Toulantis has been Chief Executive Officer of Barnes & Noble.com since February 2002. Ms. Toulantis was President and Chief
Operating Officer of Barnes & Noble.com from May 2001 through February 2002. Prior to that, Ms. Toulantis was Chief Financial Officer of
Barnes & Noble.com from May 1999 through May 2001. From March 1999 through May 1999, Ms. Toulantis was Chief Financial Officer of
the Company, and from July 1997 through May 1999 Ms. Toulantis was Executive Vice President, Finance of the Company. Ms. Toulantis is a
director of The Hershey Company.

J. Alan Kahn has been the President of the Barnes & Noble Publishing Group since February 2002. Mr. Kahn was the Chief Operating Officer
of the Company from December 1997 to February 2002. Prior to that, Mr. Kahn was Chief Executive Officer of B&N College.

Joseph J. Lombardi has been Chief Financial Officer of the Company since May 2003. Previously, he was Vice President and Controller of the
Company from May 2002 to May 2003. Prior to joining the Company, Mr. Lombardi was Chief Financial Officer at The Museum Company Inc.
from August 1999 to May 2002. From August 1995 through July 1999, he was the Vice President and Controller of Toys �R� Us, Inc. Prior to that,
he was a Partner at Ernst & Young LLP. Mr. Lombardi is a Certified Public Accountant.

William F. Duffy has been the Executive Vice President of Distribution and Logistics for the Company since February 2002. Prior to that, he
was Vice President, Operations, Fulfillment and Customer Service of Barnes & Noble.com from January 1999 to February 2002. Mr. Duffy was
Chief Financial Officer and Vice President of Operations of Barnes & Noble.com from its inception in February 1997 to July 1999. He was also
a director of Barnes & Noble.com from its inception in February 1997 to October 1998.

Mary Ellen Keating joined the Company as Senior Vice President, Corporate Communications and Public Affairs in January 1998. Prior to
that, she was an executive with Hill and Knowlton, Inc., a worldwide public relations firm, from 1991 to 1998, where she served as Executive
Vice President and General Manager of Hill and Knowlton�s flagship New York Office.

David S. Deason joined the Company in January 1990 as a Director of Real Estate and became Vice President of Barnes & Noble Development
in January 1997. Mr. Deason serves as a board member of Creative Learning 4 Kids, a nonprofit educational charity that provides tutorial
services and mentoring for children.

Christopher Grady-Troia has been the Chief Information Officer of the Company since October 2004. Prior to that, he was Vice President of
Information Technology from May 2002 to October 2004. Mr. Troia began his career with the Company as a Systems Manager in 1993. Prior to
that, he was Assistant Director of Information Technology at Ann Taylor Stores Corporation and a Director of Application Development at
Lord & Taylor.

Mark Bottini has been the Vice President and Director of Stores of the Company since October 2003. Prior to that, he was a Regional Director
of the Company in New York from October 2000 to October 2003. Mr. Bottini served as a Regional Director of the Company in Chicago from
April 1999 to October 2000 and a District Manager of the Company in New York from September 1995 to April 1999. Mr. Bottini began his
career with the Company as a District Manager for B. Dalton Bookseller from October 1991 to September 1995.

Michelle Smith became Vice President of Human Resources of the Company in November 1996. Ms. Smith joined the Company in September
1993 as Director of Human Resources. Ms. Smith is a member of the Society for Human Resource Management and serves on the Health and
Employee Benefits Committee and Employment Law Committee of the National Retail Federation.
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The Company�s officers are elected annually by the Board of Directors and hold office at the discretion of the Board of Directors.

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth information regarding the beneficial ownership of shares of Common Stock, as of March 31, 2007, by each person
known by the Company to own beneficially more than five percent of the Company�s outstanding Common Stock, by each Director and nominee
for Director, by each executive officer named in the Summary Compensation Table contained in �Executive Compensation,� and by all Directors
and executive officers of the Company as a group. Except as otherwise noted, each person named in the table has sole voting and investment
power with respect to all shares of Common Stock shown as beneficially owned by him, her or it.

Name and Address of Beneficial Owner

Shares
Beneficially
Owned(1)

Percent of
Shares

Beneficially
Owned(1)

Leonard Riggio 15,317,808(2) 22.9%
    c/o Barnes & Noble, Inc.
122 Fifth Avenue
New York, New York 10011
Pershing Square Capital Management, L.P. 6,040,451(3) 9.2%
    888 Seventh Avenue
New York, New York 10019
Stephen Riggio 2,434,639(4) 3.6%
Mitchell S. Klipper 1,396,108(5) 2.1%
J. Alan Kahn 732,150(6) 1.1%
Marie J. Toulantis 574,321(7) *
Matthew A. Berdon 162,938(8) *
Joseph J. Lombardi 146,518(9) *
William Sheluck, Jr. 108,578(10) *
William Dillard, II 95,938(11) *
William F. Duffy 95,721(12) *
Margaret T. Monaco 87,785(13) *
Michael Del Giudice 45,556(14) *
Irene R. Miller 29,326(15) *
Patricia L. Higgins 10,550(16) *
Lawrence S. Zilavy 10,550(17) *
William F. Reilly 435 *
All directors and executive officers as a group (21 persons) 20,487,043(18) 28.6%

* Less than 1%.

(1) Shares of Common Stock that an individual or group has a right to acquire within 60 days after March 31, 2007 pursuant to the exercise
of options, warrants or other rights are deemed to be outstanding for the purpose of computing the percentage ownership of such
individual or group, but are not deemed to be outstanding for computing the percentage ownership of any other person or group shown in
the table.

(2) Includes (i) 3,332,934 shares owned by B&N College (Mr. Riggio owns all of the voting securities of B&N College), (ii) 1,291,500
shares owned by The Riggio Foundation, a charitable trust established by Mr. Riggio, with himself and his wife as trustees, (iii) 990,740
shares issuable upon the exercise of stock options, 964,202 of which are held for the benefit of Stephen Riggio by agreement dated
July 24, 2002, as amended, (iv) 12,855 restricted shares, and (v) 712,473 shares held in a rabbi trust established by the Company for the
benefit of Mr. Riggio pursuant to a deferred compensation arrangement. Under the

10

Edgar Filing: BARNES & NOBLE INC - Form DEF 14A

14



arrangement, Mr. Riggio is entitled to 712,473 shares of Common Stock within 30 days following the earliest of: (i) his death; (ii) a sale
of all or substantially all of the assets of the Company; or (iii) a sale of a �controlling interest� in the Company (defined as 40% or more of
the Company�s outstanding common stock). The shares of Common Stock owned by Mr. Riggio are, and in the future may be, pledged as
collateral for certain loans, including loans which were used to purchase Common Stock. The failure of Mr. Riggio to repay such loans,
together with any sale by the pledgees of the pledged Common Stock, could result in a change of control of the Company.

(3) This information is based upon a Schedule 13G publicly filed in February 2007.

(4) Of these shares, 2,379,545 shares are issuable upon the exercise of stock options, including 964,202 of which are held by Leonard Riggio
for the benefit of Stephen Riggio by agreement dated July 24, 2002, as amended, and 19,278 are restricted shares.

(5) Of these shares, 1,323,365 shares are issuable upon the exercise of stock options and 41,866 are restricted shares.

(6) Of these shares, 727,017 shares are issuable upon the exercise of stock options and 2,783 are restricted shares.

(7) Of these shares, 532,671 shares are issuable upon the exercise of stock options and 26,422 are restricted shares.

(8) Of these shares, 94,918 shares are issuable upon the exercise of stock options and 1,000 shares are owned by Mr. Berdon�s wife.
Mr. Berdon disclaims any beneficial ownership of the shares owned by his wife.

(9) Of these shares, 92,148 are issuable upon the exercise of stock options and 27,783 are restricted shares.

(10) Of these shares, 94,918 are issuable upon the exercise of stock options. Of the other 13,660 shares, Mr. Sheluck shares voting and
dispositive power with respect to 8,000 of these shares with his wife, and 4,640 shares are owned by children of Mr. Sheluck.

(11) Of these shares, 94,918 shares are issuable upon the exercise of stock options.

(12) Of these shares, 92,674 are issuable upon the exercise of stock options and 2,023 are restricted shares.

(13) Of these shares, 80,765 are issuable upon the exercise of stock options.

(14) Of these shares, 44,536 are issuable upon the exercise of stock options.

(15) Of these shares, 28,306 are issuable upon the exercise of stock options.

(16) Of these shares, 10,000 shares are issuable upon the exercise of stock options and 550 are restricted shares.

(17) Of these shares, 10,000 shares are issuable upon the exercise of stock options and 550 are restricted shares.
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(18) Of these shares, 5,780,347 shares are issuable upon the exercise of stock options and 175,562 are restricted shares.
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Compensation Discussion and Analysis

The following compensation discussion and analysis summarizes the Company�s philosophy and objectives regarding the compensation of its
named executive officers, including how the Company determines elements and amounts of executive compensation. The following discussion
and analysis should be read in conjunction with the tabular disclosures regarding the compensation of named executive officers in fiscal 2006
and the report of the Compensation Committee of the Board of Directors which immediately follow below.

General

The Company�s compensation program for the executive officers named in the Summary Compensation Table (the �Summary Compensation
Table�) set forth below (the �named executive officers�) is administered by the Compensation Committee of the Board of Directors (the
�Committee�). The program is based upon the following guiding principles:

1. The pay and benefits provided by the Company to its named executive officers should be competitive and allow the Company to
attract and retain individuals whose skills are critical to the current and long-term success of the Company.

2. The compensation offered by the Company should reward and motivate individual and team performance in attaining business
objectives and maximizing stockholder value.

3. Compensation awards should be based on the fundamental principle of aligning the long-term interests of the Company�s named
executive officers with those of the Company�s stockholders.

The compensation program is designed to reward the named executive officers for attaining established goals that require the dedication of their
time, efforts, skills and business experience to the success of the Company. The compensation program is designed to reward both annual and
long-term performance. Annual performance is rewarded through salary and annual bonus and is measured principally by the Company�s
operating income. Long-term performance is rewarded through stock options or restricted stock awards, the value of which is measured in the
performance of the Company�s stock price.

Key Elements of Compensation

The Company has entered into employment agreements with its Chief Executive Officer and Chief Operating Officer, and with the Chief
Executive Officer of its subsidiary Barnes&Noble.com, which establish minimum levels of compensation. These employment contracts cover
the key elements of the Company�s executive compensation package, which consist of base salary, annual bonus and stock options or restricted
stock, and cover severance and termination benefits. These employment agreements and the Company�s policies with respect to each of the key
elements of its executive compensation package are discussed below. In addition, while the elements of compensation described below are
considered separately, the Committee also considers and reviews the full compensation package afforded by the Company to its named
executive officers, including insurance and other benefits. The Committee makes its compensation determinations after receiving and
considering the recommendations of the Company�s Chairman.

The Committee periodically retains independent compensation consultants (most recently Frederic W. Cook & Co., Inc. in 2004) to assist in
identifying an appropriate peer group in making compensation decisions, to analyze the direct and indirect elements of compensation, both
separately and in the aggregate, of the named executive officers relative to the peer group, and to advise on developing trends in executive
compensation. Comparative compensation is reviewed for each named executive officer at two levels � those with similar titles and those ranked
similarly within the compensation structure of the peer group. This is in recognition of the fact that titles and related responsibilities vary
significantly from company to company. By reviewing comparative compensation based on compensation level exclusive of title, the Committee
believes it is provided with a broader perspective in making compensation decisions.
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In determining the appropriate peer group, the Committee and its independent consultants recognized that Borders Group, Inc. is the only
directly analogous competitor of the Company. Accordingly, in determining the peer group, the Committee and its independent consultants
looked to retailers with similar characteristics to the Company. The current peer group used by the Committee consists of Amazon.com,
Autozone, Bed Bath & Beyond, Borders Group, Circuit City Stores, Dollar General, Kohl�s, Limited Brands, Office Depot, OfficeMax,
RadioShack, Toys �R� Us and Williams-Sonoma.

The Committee considers the aggregate value of the compensation of all named executive officers in making its compensation decisions,
recognizing that while there may be individual variances on a position-by-position basis, aggregate compensation of the named executive
officers is competitive at approximately the 75th percentile of the peer group.

Base Salaries

The Company provides its named executive officers with a base salary to provide them with a minimum guaranteed compensation level for their
annual services. An executive officer�s base salary is determined by evaluating the responsibilities of the position held, the individual�s experience
and the competitive marketplace for executive talent. The base salary is intended to be competitive with base salaries paid to executive officers
at peer group companies with comparable qualifications, experience and responsibilities.

The base salaries of the named executive officers are established by the Committee by the end of the first quarter of each fiscal year. The
Committee met on April 27, 2006 to establish the base salaries for fiscal 2006 for Leonard Riggio, Chairman, Stephen Riggio, Chief Executive
Officer, Mitchell S. Klipper, Chief Operating Officer, Marie J. Toulantis, Chief Executive Officer of Barnes&Noble.com, and Joseph J.
Lombardi, Chief Financial Officer. Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis are each entitled to the minimum base salaries set
forth in their employment agreements (see �Employment Agreements� below). In setting salaries for fiscal 2006, the Committee considered the
following:

� The responsibilities of the executive officer and how successful he or she was in carrying out those responsibilities.

� The industry-wide environment within which those responsibilities were being carried out.

� Whether the executive officer had received salary increases within the past few years and the amount of any such increases.

� The salaries of executive officers at peer companies, both in terms of comparable responsibilities and comparable compensation rank
within the peer company.

� The salary increases to be given to other named executive officers.

� The recommendations of the Company�s Chairman.
Annual Bonuses

In addition to a base salary, each named executive officer is eligible for a performance-based annual bonus. The Company has chosen to include
performance-based annual bonuses as a material element in its compensation plan. The annual bonus is designed to motivate individual and team
performance in attaining the current year�s performance goals and business objectives.

Minimum bonuses for the named executive officers are determined by the Committee based upon the attainment of EBITDA (earnings before
interest, taxes, depreciation and amortization) goals established by the Committee by the end of the Company�s first fiscal quarter, subject to the
adjustments to operating income described below. During the first fiscal quarter, the Committee established for each named executive officer an
EBITDA target (the �Target�), Company-wide in the case of Leonard Riggio, Stephen Riggio and Marie J.
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Toulantis, and bookstores only in the case of Mitchell S. Klipper, Joseph J. Lombardi and William F. Duffy. The Committee also concurrently
established a designated percentage of base salary as the amount of the minimum bonus if the Target was achieved, as well as a sliding scale that
increases or decreases that percentage based on the extent to which the Target is attained or exceeded. These minimum bonus levels were
determined by the Committee after receiving the recommendations of the Chairman.

In the case of Leonard Riggio, Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis, each was entitled to receive a minimum bonus of
150% of base salary for achieving their respective fiscal 2006 Targets. They would have been entitled to receive an additional 25% of base
salary if they had exceeded their respective Targets by a specified amount.

In the case of Joseph J. Lombardi, he was entitled to receive a minimum bonus of 60% of his base salary for achieving his fiscal 2006 Target and
he would have been entitled to receive an additional 20% of base salary if he exceeded his Target by a specified amount. In the case of William
F. Duffy, he was entitled to receive a minimum bonus of 40% of his base salary for achieving his fiscal 2006 Target and he would have been
entitled to receive an additional 6% of base salary if he exceeded his Target by a specified amount.

The same percentages apply for fiscal 2007 minimum bonuses, except that Mr. Lombardi�s percentage of base salary for achieving his Target
was increased to 100%, with an additional 25% of base salary if he exceeds his Target by a specified amount.

The Committee provided for the minimum bonuses for Leonard Riggio, Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis to be
payable 50% in cash and 50% in restricted stock vesting in equal annual installments over three years. In this way, a significant portion of the
executive�s minimum bonus created further long-term incentives for those executives. In addition, upon the recommendation of the Chairman,
the Committee also granted Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis a bonus, based on their achievement of the Targets
referred to above, equal to the per share dividend that each executive would have received on their shares of common stock for which they have
stock options, based on their sliding scale above, pro rated so that the maximum bonus would be 100% of the dividend. This bonus was intended
to incentivize the executives to both achieve their respective Targets as well as retain their stock options in the Company.

To preserve the deductibility of bonuses for purposes of Section 162(m) of the Internal Revenue Code, under the Company�s
stockholder-approved 2004 Executive Performance Plan (the �Bonus Plan�), the named executive officers are entitled to a maximum
performance-based bonus equal to a designated percentage of the Company�s �operating income�, which is defined in the Bonus Plan as gross
profit minus operating expenses of the Company and its subsidiaries on a consolidated basis, without regard to (a) restructurings, discontinued
operations, extraordinary items and other unusual or non-recurring charges, (b) events not directly related to the operations of the Company or
not within the reasonable control of the Company�s management, or (c) changes in accounting standards required by generally accepted
accounting principles. Under the Bonus Plan, the aggregate designated percentage for the named executive officers may not exceed five percent
of operating income, and the Committee has historically designated one percent of operating income as the maximum for each named executive
officer. For fiscal 2007, the Committee has modified those percentages to 1.3% for Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis,
and 0.55% for Joseph J. Lombardi and William F. Duffy (or any executive officer who replaces Mr. Duffy as a named executive officer in next
year�s Proxy Statement). For fiscal 2006, the Company�s operating earnings under the Bonus Plan were $273 million.

Discretionary Awards

From time to time the Committee may approve discretionary awards for the named executive officers in recognition of efforts that are beyond
the normal requirements of their assigned duties or as further incentive for continued employment. For example, in connection with the May 27,
2004 merger transaction by which the Company became the 100% owner of Barnes&Noble.com, the Committee awarded Marie J. Toulantis a
bonus of
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$1,000,000 if she continued employment with the Company through the first anniversary of the merger date and an additional $1,000,000 if she
continued her employment through the second anniversary of the merger date. This bonus was in recognition of the critical role that
Ms. Toulantis plays as the Chief Executive Officer of Barnes&Noble.com in growing and developing the Company�s internet business. The
second $1,000,000 bonus is included in the Summary Compensation Table.

Similarly, in connection with the design, construction and integration of the Company�s new distribution center in New Jersey and the related
consolidation of the Company�s distribution operations, William F. Duffy was awarded a bonus of $375,000 in each of fiscal 2005 and fiscal
2006 for his successful oversight of that project. The second $375,000 bonus is included in the Summary Compensation Table.

In the case of Joseph J. Lombardi, the Committee increased his annual bonus for fiscal 2006 by $240,000 as a result of his successful
performance under a significantly increased workload. This bonus is included in the Summary Compensation Table.

Stock Options and Restricted Stock

The Company chooses to grant long-term awards, currently in the form of restricted stock, to align the interests of the named executive officers
with the interests of the Company�s stockholders. Additionally, long-term awards offer the named executive officers an incentive for the
achievement of superior performance over time and foster their retention. Grants of long-term awards are made to the named executive officers
under the Company�s stockholder-approved 2004 Incentive Plan (the �Incentive Plan�).

As indicated above, 50% of the performance-based bonus to Leonard Riggio, Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis is paid
in the form of restricted stock vesting in equal annual installments over three years. In addition, Mitchell S. Klipper and Marie J. Toulantis were
granted 33,333 and 16,666 shares of restricted stock as a result of achieving their respective Targets, also vesting in equal annual installments
over three years and are entitled to the same grant if they achieve their Targets for fiscal 2007.

In addition to the performance-based grants described above, the Company grants restricted stock to its named executive officers as part of the
Company�s broad-based annual grant to Company employees under the Incentive Plan. Beginning in fiscal 2005, the Committee determined that
the Company should grant restricted stock as the annual long-term incentive award, as opposed to stock options, which was the prior preferred
award. The Committee believes that the use of restricted stock as opposed to stock options results in less dilution to stockholders, while
accomplishing similar objectives � value creation through stock price appreciation and alignment of stockholder and executive officer interests. In
addition, the Committee believes that restricted stock is a preferred compensation element given the growth profile of the Company. In choosing
to use restricted stock, the Committee also considered the impact of Statement of Financial Accounting Standard (SFAS) No. 123R, �Share-Based
Payment� (SFAS 123R), which requires the expensing of stock options for financial statement purposes, eliminating any financial statement
benefit that issuing stock options may have had over issuing restricted stock, which the Company was always required to expense.

The Committee meets within the first fiscal quarter to approve the annual grant of restricted stock. Awards are granted to the named executive
officers and eligible full-time employees based on a formula keyed to a percentage of salary. Options are granted by the Committee with an
exercise price equal to the closing price of the Company�s common stock as reported on the NYSE on the date of the grant.

Historical Stock Option Grants

Previously the Company granted stock options as its preferred long-term incentive tool. As noted elsewhere in this Proxy Statement, the Special
Committee of the Company�s Board of Directors conducted a review and, in its report to the Board on April 2, 2007, determined there were
instances where historical option grants were
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misdated. In connection with this review, in December 2006, the Board members and all current Section 16 officers holding options unvested as
of December 31, 2004 voluntarily agreed to reprice such options to an exercise price determined to be the appropriate fair market value by the
Special Committee. All incorrectly dated and unexercised stock options issued to current Section 16 officers and directors of the Company other
than hiring grants have been repriced to reflect the greater of the original grant price or the price appropriate to the measurement date as
determined by the Special Committee. The Board members and Section 16 officers will not receive cash payments to compensate them for the
increase in exercise price due to their voluntary agreements to reprice such options. The total difference in exercise price as a result of the
re-pricing of these unexercised options is approximately $2.64 million.

Consistent with the Special Committee�s recommendation that all incorrectly dated and unexercised options issued to current Section 16 officers
be repriced, current Section 16 officers who have exercised incorrectly dated options have agreed that they will voluntarily repay to the
Company the difference in the price at which the stock options were exercised and the price at which the Special Committee believes the stock
options should have been priced, net of any allocable portion of income taxes paid in connection with such exercise. The total amount to be
voluntarily repaid to the Company by current Section 16 officers is approximately $1.98 million, prior to any netting of allocable income taxes.

Holders of incorrectly dated options that vested after December 31, 2004 and were exercised in 2006 may be subject to penalty taxes under
Section 409A of the Internal Revenue Code. The Company will reimburse Section 16 officers who voluntarily repay the Company if they are
subject to these penalty taxes. The Board has approved payment to such executives who are subject to Section 409A taxes in connection with
exercised options in an amount equal to the cost of the Section 409A penalty tax, any interest or penalties plus an amount to offset the associated
income tax consequences of the reimbursement payments. In reaching this decision, the Board took into consideration, among other factors, the
fact that the applicable taxes under Section 409A far exceed the amount of any possible enrichment to such officers as a result of improper grant
dating and the agreement by such officers to repay the amount of any enrichment as a result of the improper dating. The Company estimates that
the aggregate cost of the payments to such officers, including the gross-up amounts, would be approximately $960,000, not taking into account
interest and penalties.

Consistent with the recommendation of the Special Committee, the Board is in the process of implementing improvements to the stock option
grant process to the extent options are used as a compensation tool. The Special Committee recommended and the Board has resolved that
responsibility for oversight of the process related to the issuance of stock options be vested in the Chief Financial Officer, with assistance from
the Vice President of Human Resources. The Company is implementing internal procedures to improve communication between the Human
Resources and Finance Departments, enhance interaction with the Company�s external auditors and counsel, enhance the interaction between
internal and external auditors, and promote periodic reviews of procedures for stock option grants.

The Special Committee has recommended and the Board has established a policy that all stock options be priced where possible on the date of a
meeting, either in person or telephonically, of the Compensation Committee.

The Company has vested responsibility for all internal accounting and finance functions in the Company�s Chief Financial Officer. The Chief
Financial Officer has been instructed to review periodically the Company�s stock options process, document the results of such review and to
report these results to the Compensation and Audit Committees.

Change of Control/Severance Benefits

Each of Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis has an employment agreement as described in �Employment Agreements�
below. Pursuant to these agreements, each executive�s employment may be terminated by the Company upon death, disability or for cause, and
by the executive for �good cause�
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(defined as a material modification of duties, title or direct reports, or a material reduction in compensation and benefits, or a relocation of the
Company�s principal executive offices outside the New York metropolitan area). If an executive�s employment is terminated due to death or
disability, by the Company with cause or by the executive without good cause, the executive is entitled to payment of base salary through the
date of death, disability or termination of employment.

If the executive is terminated by the Company without cause or by the executive for good cause, the executive is entitled to lump sum severance
equal to two times the sum of annual salary, most recent annual bonus and the cost of annual benefits, unless such event occurred within two
years following a �change of control� of the Company, in which case the executive is entitled to lump sum severance equal to three times the sum
of annual salary, most recent annual bonus and the cost of annual benefits, up to the maximum severance permitted to be paid to the executive
by the Company without triggering the �golden parachute� excise tax under the Internal Revenue Code. In the case of Ms. Toulantis, she also
received performance-based stock options for 50,000 shares of the Company�s common stock in accordance with her employment agreement,
vesting in equal annual installments over four years. Under her agreement, the options would immediately vest in the event of a �change of
control� or a termination of her employment (other than by the Company for cause or by her voluntarily).

The triggering events which would result in the severance benefits and the amount of those benefits were selected to provide employees with a
guaranteed level of financial protection upon loss of employment to enable them to focus on the interests of the Company and its stockholders in
the event of a potential change of control. They were considered competitive with severance provisions being offered at the time the agreements
were entered into.

In addition, for similar reasons, the Company�s outstanding stock options and restricted stock awards, including those held by the named
executive officers, vest immediately upon a �change of control� of the Company.

The estimated payments to be made by the Company to the named executive officers in the event of a change of control are set forth in the Table
entitled �Potential Payments Upon Termination or Change-of-Control� on page 25 of this Proxy Statement.

Employment Agreements

The Company has entered into employment agreements with Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis. The terms of the
employment agreements for Messrs. Riggio and Klipper commenced on February 18, 2002, continued for a period of three years thereafter, and
now renew each year automatically for one year unless either party gives notice of non-renewal at least six months prior to automatic renewal.
The term of the employment agreement for Ms. Toulantis commenced on March 9, 2005 and continues through March 9, 2008, with automatic
annual one-year renewals thereafter unless either party gives notice of non-renewal at least six months prior to automatic renewal.

Stephen Riggio�s minimum annual salary during the term of his employment under the employment agreement shall be no less than $650,000.
Mitchell S. Klipper�s and Marie J. Toulantis� minimum annual salary during the term of their employment under their respective employment
agreements shall be no less than $600,000. For Messrs. Riggio and Klipper, minimum annual bonus compensation will be based on the formula
and targets established under and in accordance with the Bonus Plan. For Ms. Toulantis, minimum annual bonus compensation is based on the
zero to 175% of base salary formula set forth above for pre-set targets established under the Bonus Plan. Ms. Toulantis� employment agreement
also provides for the $2,000,000 merger bonus described above paid in equal installments on May 27, 2005 and May 27, 2006.

The employment agreements also provide for a monthly car allowance ($1,500 in the case of Messrs. Riggio and Klipper and $1,000 in the case
of Ms. Toulantis), $1,000,000 of life insurance, and disability insurance
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(providing for monthly payments of $12,800 in the case of Messrs. Riggio and Klipper and $12,500 in the case of Ms. Toulantis) payable during
the disability period through the earlier of death or the attainment of age 65. Each executive is also entitled to all other benefits afforded to
executive officers and employees of the Company.

Each executive is also restricted from competing with the Company, directly or indirectly, during the term of the agreement and for two years
after termination of employment, unless the contract is terminated by the Company (other than for cause prior to a �change of control�) or by the
executive for good cause (as defined above).

For a description of change of control and severance benefits included in the employment agreements, see �Change of Control/Severance Benefits�
above.

Other Considerations

Retirement Benefits

Each of the named executive officers is entitled to participate in the Company�s tax-qualified defined contribution 401(k) plan on the same basis
as all other eligible employees. The Company matches the contributions of participants, subject to certain criteria. Under the terms of the 401(k)
plan, as prescribed by the Internal Revenue Code, the 401(k) contribution of any participating employee is limited to a maximum percentage of
annual pay or a maximum dollar amount ($15,000 for 2006, subject to a $5,000 increase for participants who are age 50 or older). The amount
of the Company�s matching payments for each of the named executive officers is set forth in Note 7 to the Summary Compensation Table.

As of December 31, 1999, substantially all employees of the Company were covered under the Company�s Employees� Retirement Plan (the
�Retirement Plan�). The Retirement Plan is a defined benefit pension plan. As of January 1, 2000, the Retirement Plan was amended so that
employees no longer earn benefits for subsequent service. Subsequent service continues to be the basis for vesting of benefits not yet vested at
December 31, 1999 and the Retirement Plan will continue to hold assets and pay benefits.

A participant�s annual benefit is determined for an employee, including an officer, generally as (i) 0.7% of the participant�s average annual pay as
determined in accordance with the Retirement Plan up to Social Security-covered compensation, multiplied by the participant�s years of credited
service, plus (ii) 1.3% of the participant�s average annual pay as determined in accordance with the Retirement Plan in excess of Social
Security-covered compensation, multiplied by the participant�s years of credited service. A participant�s maximum benefit is limited, pursuant to
Section 415 of the Internal Revenue Code, to $130,000 for 1999, indexed annually. Compensation recognized is limited to $160,000 based upon
the Retirement Plan.

Credited years of service under the Retirement Plan as of February 3, 2007 for the named executive officers are: Stephen Riggio � 13 years;
Mitchell S. Klipper � 11.25 years; Marie J. Toulantis � 4 years, and William F. Duffy � 7 years. Leonard Riggio and Joseph J. Lombardi are not
participants in the Retirement Plan.

The estimated pension benefits to be made by the Company to the named executive officers are set forth in the Table entitled �Pension Benefits
Table� on page 23 of this Proxy Statement.

Deferred Compensation Plan

The Company has a Deferred Compensation Plan that permits Company employees making an annual salary in excess of $160,000 ($130,000
prior to May 1, 2006) to elect to defer receipt of up to 50% of their annual salary and up to 100% of their annual bonus. Participants may elect to
have deferred amounts paid after one of the following events: (i) retirement; (ii) termination of employment; or (iii) the beginning of a
designated year not later than the year in which the participant would attain the age of 70-1/2.
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Amounts paid to a participant under the Deferred Compensation Plan are paid in a lump sum, except in the case of retirement, where a
participant may elect to have payments made in equal annual installments for a period of up to 15 years. Amounts in the Deferred Compensation
Plan may be withdrawn by a participant at any time subject to a 10% penalty, which may be waived by the Committee in the case of financial
hardship.

William F. Duffy is the only named executive officer who participates in the Deferred Compensation Plan. See the Table entitled �Non-Qualified
Deferred Compensation� on page 24 of this Proxy Statement.

Perquisites

The Company does not have a formal program providing perquisites to its executive officers. Messrs. Riggio and Klipper and Ms. Toulantis are
entitled to the perquisites set forth in their employment agreements (see �Employment Agreements� above).

The perquisites received by the named executive officers are set forth in Note 7 of the Summary Compensation Table.

Tax Implications

Impact of Section 162(m) of the Internal Revenue Code. In making its determinations, the Committee considers the potential impact of
Section 162(m) of the Internal Revenue Code, which disallows a tax deduction for any publicly held corporation for individual compensation
exceeding $1,000,000 in any taxable year paid to its chief executive officer or any of its four other highest paid officers unless (i) the
compensation is payable solely on account of the attainment of performance goals, (ii) the performance goals are determined by a committee of
two or more outside directors, (iii) the material terms under which compensation is to be paid are disclosed to and approved by stockholders, and
(iv) the determining committee certifies that the performance goals were met. Because it is in the best interests of the Company to qualify to the
maximum extent possible the compensation of its executives for deductibility under applicable tax laws, the Company obtained stockholder
approval in June 2004 for the Bonus Plan and the Incentive Plan, which provides for the payment of compensation in compliance with
Section 162(m), and the Committee administers the Bonus Plan and the Incentive Plan in a manner intended to comply with Section 162(m).
However, the Company has determined that certain of its past stock options were retroactively priced and, therefore, have exercise prices below
the fair marker values of the underlying shares on the grant dates of the options. Because retroactively priced options do not qualify as
performance-based compensation, the compensation deemed paid when those options are exercised, if exercised when a holder is a named
executive officer, is subject to the Section 162(m) limitation.

The following Compensation Committee Report is not considered proxy solicitation material and is not deemed filed with the SEC.
Notwithstanding anything to the contrary set forth in any of our previous filings made under the Securities Act of 1933, as amended, under the
Securities Exchange Act of 1934, as amended, that might incorporate future filings made by the Company under those statutes, the
Compensation Committee Report will not be incorporated by reference into any such prior filings or into any future filings made by the
Company under those statutes.

Compensation Committee Report

The Compensation Committee has reviewed and discussed the foregoing Compensation Discussion and Analysis with management and has
recommended to the Board of Directors that the Compensation Discussion and Analysis be included in this Proxy Statement.

Compensation Committee

Matthew A. Berdon, Chairman

Margaret T. Monaco

William Sheluck, Jr.
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Compensation Committee Interlocks and Insider Participation

None of the members of the Compensation Committee has ever been an employee of the Company, and none of them had a relationship
requiring disclosure in this Proxy Statement under Items 404 or 407 of SEC Regulation S-K. See �Meetings and Committees of the
Board�Compensation Committee.�

Summary Compensation Table

Name and Principal
Position

Fiscal
Year Salary (1)

Bonus (2)

(Discretionary)
Stock

Awards (3)
Stock

Options (4)

Non-Equity
Incentive
Plan

Comp (5)

Changes in
Pension
Value
and

Non-Qualified
Deferred
Comp

Earnings (6)

All
Other

Comp (7) Total
Leonard Riggio 2006 $ 500,000 $ 0 $ 161,278 $ 0 $ 750,000 $ 0 $ 3,764 $ 1,415,042
Chairman

Stephen Riggio 2006 $ 786,538 $ 0 $ 241,866 $ 0 $ 2,049,206 $ 1,070 $ 31,800 $ 3,110,481
Chief Executive Officer

Mitchell S. Klipper 2006 $ 786,538 $ 0 $ 694,383 $ 1,451,687 $ 2,026,088 $ 146 $ 35,005 $ 4,993,847
Chief Operating Officer

Marie J. Toulantis 2006 $ 636,538 $ 1,000,000 $ 410,347 $ 151,625 $ 1,309,603 $ 329 $ 22,281 $ 3,530,724
CEO, Barnes&Noble.com

Joseph J. Lombardi 2006 $ 590,385 $ 240,000 $ 424,863 $ 136,077 $ 360,000 $ 0 $ 5,404 $ 1,756,728
Chief Financial Officer

William F. Duffy 2006 $ 417,115 $ 0 $ 28,902 $ 584,553 $ 543,000 $ 317 $ 17,683 $ 1,591,570
EVP, Distribution & Logistics

(1) This column represents base salary earned during fiscal 2006. Mr. Duffy elected to defer a portion of his fiscal 2006 salary included in this column under the
Company�s Non-Qualified Deferred Compensation Plan. See the Non-Qualified Deferred Compensation Table on page 24 of this Proxy Statement.

(2) The Company made the following discretionary bonus payments for fiscal 2006: $1,000,000 to Ms. Toulantis as a cash retention bonus pursuant to her
employment agreement and $240,000 to Mr. Lombardi as a result of his successful performance under a significantly increased workload.

(3) This column represents the dollar amount recognized for financial statement reporting purposes (under SFAS 123R) with respect to fiscal 2006 restricted
stock awards as well as for restricted stock awards granted in prior fiscal years. Note that the dollar amount does not include amounts associated with
restricted stock granted in fiscal 2006 as part of incentive bonuses for fiscal 2005. Refer to the Grants of Plan-Based Awards Table for information on awards
made in fiscal 2006. The assumptions used in calculating these amounts are set forth in Note 2 to the Company�s Financial Statements for the fiscal year
ending February 3, 2007 which is located on page F-30 of the Company�s Annual Report on Form 10-K. The values in this column represent the accounting
expense values incurred during the fiscal year and may not be equivalent to the actual value recognized by the named executive officer.

(4) This column represents the dollar amount recognized for financial statement reporting purposes (under SFAS 123R) with respect to fiscal 2006 stock option
grants as well as for stock option awards granted in prior fiscal years and reflect any repricings as a result of the findings of the stock option review conducted
by the Special Committee of the Board. See �Meetings and Committees of the Board � Special Committee� on page 5 of this Proxy Statement. Refer to the
Grants of Plan-Based Awards Table for information on awards made in fiscal 2006. The assumptions used in calculating these amounts are set forth in Note 2
to the Company�s Financial Statements for the fiscal year ending February 3, 2007 which is located on page F-30 of the Company�s Annual Report on Form
10-K. The values in this column represent the accounting expense values incurred during the fiscal year and may not be equivalent to the actual value
recognized by the named executive officer.

(5) This column represents the dollar value of annual incentive bonuses awarded in March 2007 for performance in fiscal 2006. For a more complete description
of the Company�s annual incentive bonus plan refer to page 13 of this Proxy Statement. Note that the incentive award is paid 50% in cash and 50% in
restricted stock vesting in equal annual installments over three years for the following executives: Mr. Leonard Riggio $375,000 in restricted stock,
Mr. Stephen Riggio $600,000 in restricted stock, Mr. Mitchell S. Klipper $600,000 in restricted stock and Ms. Marie J. Toulantis $487,500 in restricted stock.
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In addition, as the result of the attainment of pre-established targets, Mr. S. Riggio, Mr. Klipper and Ms. Toulantis were also awarded bonuses in the
respective amounts of $849,206, $823,088 and $334,603, which amounts are equal to the annual dividend they each would have received on the shares of
Company common stock reserved for issuance upon the exercise of their respective Company stock options.

(6) This column represents the actuarial increase in the present value under the Retirement Plan in fiscal 2006.

(7) Includes all other compensation as described in the table below:
All Other Compensation Table

Category L. Riggio S. Riggio M. Klipper M. Toulantis J. Lombardi W. Duffy
Long-Term Disability Insurance $ 3,437 $ 0 $ 3,204 $ 0 $ 0 $ 0
Life and AD&D Insurance $ 327 $ 1,308 $ 1,308 $ 327 $ 327 $ 327
Car Allowance $ 0 $ 18,000 $ 18,000 $ 12,000 $ 0 $ 7,941

Total Perks $ 3,764 $ 19,308 $ 22,512 $ 12,327 $ 327 $ 8,268
401(k) Company Match $ 0 $ 12,492 $ 12,492 $ 9,954 $ 5,077 $ 9,415

Total Other Income $ 3,764 $ 31,800 $ 35,005 $ 22,281 $ 5,404 $ 17,683

For a summary of the provisions of the employment agreements with Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis that affect the
amounts set forth in this Table, see the discussion under �Employment Agreements� in the Compensation Discussion and Analysis on page 17 of
this Proxy Statement.

For fiscal 2006, the salary of the named executive officers represented between 16% (Mitchell S. Klipper) and 35% (Leonard Riggio) of total
compensation as reported in this Table.

Grants of Plan-Based Awards in Fiscal Year 2006

Estimated Future Payouts
Under

Non-Equity Incentive Plan
Awards (1)

Estimated Future Payouts
Under

Equity Incentive Plan Awards

All
Other
Stock

Awards:
Number

of
Shares
of Stock

or
Units (3)

All Other
Option
Awards:

Number of
Securities
Underlying
Options

Exercise
or Base
Price of
Option
Awards

Grant
Date

Fair Value
of Stock &
Option

Awards (4)Grant
Threshold
(Minimum)Target Maximum (2)

Threshold
(Minimum) Target Maximum

Name Date ($) ($) ($) (#) (#) (#) (#) (#) ($/Sh) ($)
Leonard Riggio 3/20/2006 (5) 9,615 $ 437,483

3/27/2006 2,175 $ 100,202
4/27/2006 $ 0 $ 750,000 $ 875,000

Stephen Riggio 3/20/2006 (5) 14,423 $ 656,247
3/27/2006 3,260 $ 150,188
4/27/2006 $ 0 $ 1,200,000 $ 1,400,000

Mitchell S. Klipper 3/20/2006 (5) 14,423 $ 656,247
3/20/2006 (5) 33,000 $ 1,501,500
3/27/2006 3,260 $ 150,188
4/27/2006 $ 0 $ 1,200,000 $ 1,400,000

Marie J. Toulantis 3/20/2006 (5) 11,538 $ 524,979
3/20/2006 (5) 16,500 $ 750,750
3/27/2006 2,605 $ 120,012
4/27/2006 $ 0 $ 975,000 $ 1,137,500

Joseph J. Lombardi 3/27/2006 2,390 $ 110,107
4/27/2006 $ 0 $ 360,000 $ 480,000

William F. Duffy 3/27/2006 1,760 $ 81,083
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4/27/2006 $ 0 $ 168,000 $ 193,200
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(1) The amounts in these columns reflect the minimum payout level, target payout level and maximum payout level under the Company�s annual incentive bonus
plan. Note that for Mr. S. Riggio, Ms. Toulantis, Mr. Klipper and Mr. L. Riggio, the incentive award is paid 50% in cash and 50% in restricted stock. For
additional information regarding this bonus plan refer to page 13 of this Proxy Statement.

(2) The maximum amounts shown in the column reflect values derived from each executive�s internal target bonus percentage. However, to preserve the
maximum deductibility of bonuses for purposes of Section 162(m) of the Code, the Company�s stockholder-approved Bonus Plan provides for a maximum
bonus payable to the named executive officers equal to two percent of the Company�s operating earnings for the fiscal year to which the bonus relates or such
lesser percentage as established by the Committee by the end of the first quarter of such fiscal year. For additional information regarding the Bonus Plan refer
to page 13 of this Proxy Statement.

(3) This column shows the number of shares of restricted stock granted in fiscal 2006 to the named executive officers. Restricted stock granted on March 20,
2006 vests one-third on each anniversary from grant. Restricted stock granted on March 27, 2006 vests one-fourth on each anniversary from grant.

(4) This column shows the full grant date fair value of stock awards under SFAS 123R granted to the named executive officers. The assumptions used in
calculating these amounts are set forth in Note 2 to the Company�s Financial Statements for the fiscal year ending February 3, 2007 which is located on page
F-30 of the Company�s Annual Report on Form 10-K.

(5) These restricted stock awards were granted in fiscal 2006 as part of the annual incentive bonuses for fiscal 2005. Restricted stock made as part of the annual
incentive bonus for fiscal 2006 were paid after the end of fiscal 2006 and will be included in next year�s table.

Outstanding Equity Awards at Fiscal 2006 Year-End (1)

Option Awards Stock Awards
Number of Securities

Underlying Unexercised
Options

Equity
Incentive
Plan

Awards:
Number of
Securities
Underlying
Unexercised

Unearned
Options

Option
Exercise

Price

Option
Expiration

Date

Number
of Shares
or Units
of Stock
That
Have

Not
Vested (2)

Market
Value of
Shares or
Units of
Stock
That

Have Not

Vested (3)

Equity
Incentive
Plan

Awards:
Number

of
Unearned
Shares,
Units or
Other
Rights
That

Have Not
Vested

Equity
Incentive
Plan

Awards:
Market
or

Payout
Value
of

Unearned
Shares,
Units
or

Rights

That
Have
Not

Vested (3)Name Exercisable Unexercisable
(a) (b) (c) (d) (e) (f) (g) (h) (i) (j)

Leonard Riggio 990,740 (4) 0 0 $ 16.96 3/12/2011
20,964 $ 847,575 0 $ 0

Stephen Riggio 1,415,343 (4) 0 0 $ 21.67 6/2/2014
31,442 $ 1,271,200 0 $ 0

Mitchell S. Klipper 32,480 0 0 $ 27.51 3/3/2008
35,242 0 0 $ 18.37 3/9/2009
8,845 0 0 $ 22.97 3/12/2011

389,219 0 0 $ 21.90 2/17/2012
186,770 0 0 $ 13.23 7/23/2012
41,534 0 0 $ 12.12 2/25/2013
7,961 2,654 (5) 0 $ 11.27 3/12/2013

183,068 0 0 $ 13.67 4/27/2013
382,142 0 0 $ 16.38 6/11/2013
3,449 3,450 (6) 0 $ 22.98 6/13/2014
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25,000 75,000 (7) 0 $ 31.96 3/17/2015
65,615 $ 2,652,814 0 $ 0

Marie J. Toulantis 507,671 0 0 $ 21.67 6/2/2014
12,500 37,500 (7) 0 $ 31.96 3/17/2015

41,650 $ 1,683,910 0 $ 0
Joseph J. Lombardi 17,692 0 0 $ 13.23 7/23/2012

1,327 1,327 (5) 0 $ 11.27 3/12/2013
35,383 35,384 (8) 0 $ 13.57 5/1/2013
1,035 2,070 (6) 0 $ 22.98 6/13/2014

28,875 $ 1,167,416 0 $ 0
William F. Duffy 35,384 0 0 $ 13.23 7/23/2012

1,660 1,659 (3) 0 $ 11.27 3/12/2013
53,075 53,076 (9) 0 $ 20.44 10/19/2013

897 1,794 (6) 0 $ 22.98 6/13/2014
2,814 $ 113,770 0 $ 0
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(1) This table includes only those grants outstanding as of the end of fiscal 2006 and reflect any repricings as a result of the findings of the stock option review
conducted by the Special Committee of the Board. See �Meetings and Committees of the Board�Special Committee� on page 5 of this Proxy Statement.

(2) Represents outstanding grants of restricted stock, with all shares vesting ratably over 3 or 4 years.

(3) Market values have been calculated using a stock price of $40.43 (closing price of the Company�s common stock on February 2, 2007, the last trading day of
fiscal 2006.

(4) Options with respect to 964,202 of the shares listed for Leonard Riggio are held by him for the benefit of Stephen Riggio by agreement dated July 24, 2002,
as amended. These shares are not listed in Stephen Riggio�s total.

(5) Granted on March 13, 2003; with related amount under column (b), with all shares vesting ratably over 4 years.

(6) Granted on June 14, 2004; with related amount under column (b), with all shares vesting ratably over 4 years.

(7) Granted on March 18, 2005; with related amount under column (b), with all shares vesting ratably over 4 years.

(8) Granted on May 2, 2003; with related amount under column (b), with all shares vesting ratably over 4 years.

(9) Granted on October 20, 2003; with related amount under column (b), with all shares vesting ratably over 4 years.
Option Exercises and Stock Vested in Fiscal Year 2006

Option Awards Stock Awards

Name

Number of Shares
Acquired on Exercise

(#)

Value Realized
on Exercise(1)

($)

Number of Shares
Acquired on Vesting

(#)

Value Realized
on Vesting(2)

($)
Leonard Riggio 0 $ 0 4,361 $ 201,110
Stephen Riggio 0 $ 0 6,541 $ 301,641
Mitchell S. Klipper 0 $ 0 7,128 $ 328,702
Marie J. Toulantis 0 $ 0 5,233 $ 241,322
Joseph J. Lombardi 0 $ 0 12,995 $ 539,769
William F. Duffy 178,812 $ 4,498,789 351 $ 16,234

(1) The amounts in this column are calculated by multiplying the number of shares acquired on exercise by the difference between the closing
price of the Company�s common stock on the date of exercise and the exercise price of the options.

(2) The amounts in this column are calculated by multiplying the number of shares vested by the closing price of the Company�s common
stock on the date of vesting.

Pension Benefits

Name Plan Name Number of Years
of Credited Service

(#)

Present Value of
Accumulated Benefit

($)

Payments During
Last Fiscal

Year
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($)
Leonard Riggio N/A 0.00 $ 0 $ 0
Stephen Riggio Employees� Retirement Plan 13.00 $ 123,263 $ 0
Mitchell S. Klipper Employees� Retirement Plan 11.25 $ 88,594 $ 0
Marie J. Toulantis Employees� Retirement Plan 4.00 $ 37,568 $ 0
Joseph J. Lombardi N/A 0.00 $ 0 $ 0
William F. Duffy Employees� Retirement Plan 7.00 $ 50,048 $ 0
Effective as of January 1, 2000, the Barnes & Noble, Inc. Employees� Retirement Plan (the �Retirement Plan�), a tax-qualified defined benefit plan
which had covered substantially all of the Company�s employees, was amended to �freeze� benefits. Accordingly, participants as of December 31,
1999 no longer earned benefits for service with the Company and no new employees became participants in the Retirement Plan after that date.
Service with the Company after December 31, 1999 continues to be taken into account for determining whether participants are vested in their
accrued benefits on December 31, 1999, if they were not vested on that date. The Retirement Plan continues to pay benefits in accordance with
its provisions as in effect on December 31, 1999.
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A participant�s annual benefit payable at normal retirement age (65) is equal to the sum of:

(i) 0.7% of the participant�s five-year average annual pay up to the Social Security-covered compensation limit, multiplied by the
participant�s years of credited service; and

(ii) 1.3% of the participant�s five-year average annual pay in excess of Social Security-covered compensation limit, multiplied by the
participant�s years of credited service.

For purposes of the Retirement Plan, pay is the sum of the participant�s base compensation, overtime, bonus and commissions. Pay under the
Retirement Plan does not include any amounts paid on or after January 1, 2000, and is limited to the Internal Revenue Code maximum amount
permitted for 1999 ($160,000) and previous years.

The calculation of the present value of accumulated benefit shown in the Pension Benefits Table assumes a discount rate of 6.25% and mortality
under the 1995 George B. Buck Mortality Table.

Benefits under the Retirement Plan are generally not payable as a lump sum; they are paid as a monthly annuity for the life of the retiree.
Participants who retire at the later of normal retirement age or the completion of five years of service receive an unreduced benefit. Participants
may elect early retirement with reduced benefits after attaining age 55 and completing five years of vesting service. An immediate benefit is
payable at early retirement equal to the normal retirement benefit, reduced by an annual reduction factor of 6-2/3% for each of the first five years
and 3-1/3% for each of the next five years that payment commences prior to normal retirement age.

Participants may elect payment in the form of a 50%, 75% or 100% joint and survivorship annuity or in the form of a ten-year certain and life
annuity. Election of these payment forms will result in a lower annuity payment during the retiree�s life.

Non-Qualified Deferred Compensation

Name (a)

Executive
Contributions in

Last Fiscal
Year
(b)

Registrant
Contributions in
Last Fiscal Year

(c)

Aggregate
Earnings in

Last Fiscal Year
(d)

Aggregate
Withdrawals/
Distributions

(e)

Aggregate

Balance at
Last Fiscal Year End

(f)
Leonard Riggio $ 0 $ 0 $ 0 $ 0 $ 0
Stephen Riggio $ 0 $ 0 $ 0 $ 0 $ 0
Mitchell S. Klipper $ 0 $ 0 $ 0 $ 0 $ 0
Marie J. Toulantis $ 0 $ 0 $ 0 $ 0 $ 0
Joseph J. Lombardi $ 0 $ 0 $ 0 $ 0 $ 0
William F. Duffy $ 51,923(1) $ 0 $ 29,103 $ 80,094 $ 192,933

(1) This amount is from salary deferred by the executive in fiscal 2006.
The Company has a Deferred Compensation Plan that permits employees with an annual salary in excess of $160,000 ($130,000 prior to May 1,
2006) to elect to defer receipt of up to 50% of annual salary and up to 100% of bonus. The minimum annual salary deferral is $5,000 (unless the
participant is hired or first eligible for the Deferred Compensation Plan after March 31) and the minimum annual bonus deferral is $2,500.

Deferred amounts are credited to accounts for participants under the Deferred Compensation Plan. Participants direct the deemed investment of
their accounts among Fidelity Investments mutual funds. Participants may change the deemed investment of their accounts at any time.

Payments from the Deferred Compensation Plan may be made, as elected by participants, at: (i) retirement (age 55 or later with at least 5 years
of service); (ii) termination of employment; or (iii) the beginning of a designated year, not earlier than 3 years after the deferral is made, and not
later than the year in which the participant would attain age 70-1/2. Payments are accelerated if a participant is disabled and in the event of a
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change of control. In addition, a participant may make a hardship withdrawal for financial emergency if the participant�s request is approved by
the Compensation Committee. Amounts deferred prior to 2005 (and related earnings) may also be withdrawn by a participant at any time subject
to a 10% penalty. A participant�s account under the Deferred Compensation Plan is paid in a lump sum, except for payments on retirement which
may be made in equal annual installments for a period of up to 15 years if elected by the participant.

William F. Duffy is the only named executive officer who participates in the Deferred Compensation Plan.

Potential Payments Upon Termination or Change-of-Control (1)

Event
Leonard
Riggio

Stephen
Riggio

Mitchell S.
Klipper

Marie J.
Toulantis

Joseph J.
Lombardi

William F.
Duffy

Involuntary Termination
Cash severance payment(2) $ 0(3) $ 5,763,118 $ 5,723,291 $ 3,962,532 $ 300,000 $ 0(3)
Accelerated stock options(4) $ 0 $ 0 $ 0 $ 317,625 $ 0 $ 0
Accelerated restricted stock(5) $ 0 $ 0 $ 0 $ 0 $ 0 $ 0

Total $ 0 $ 5,763,118 $ 5,723,291 $ 4,280,157 $ 300,000 $ 0
Death
Accelerated stock options(4) $ 0 $ 0 $ 0 $ 317,625 $ 0 $ 0
Accelerated restricted stock(5) $ 847,575 $ 1,271,200 $ 2,652,814 $ 1,683,910 $ 1,167,416 $ 113,770
Health benefits(6) $ 2,381 $ 3,327 $ 3,327 $ 2,381 $ 3,327 $ 3,327

Total $ 849,955 $ 1,274,527 $ 2,656,141 $ 2,003,915 $ 1,170,743 $ 117,097
Disability
Accelerated stock options(4) $ 0 $ 0 $ 0 $ 317,625 $ 0 $ 0
Accelerated restricted stock(5) $ 847,575 $ 1,271,200 $ 2,652,814 $ 1,683,910 $ 1,167,416 $ 113,770
Health benefits(7) $ 4,440 $ 6,071 $ 6,071 $ 4,440 $ 6,071 $ 6,071

Total $ 852,015 $ 1,277,271 $ 2,658,885 $ 2,005,975 $ 1,173,487 $ 119,841
Change of Control with Involuntary
Termination or Voluntary with Good
Reason
Cash severance payment(2) $ 0(3) $ 8,644,678 $ 8,584,937 $ 5,943,798 $ 300,000 $ 0(3)
Accelerated stock options(8) $ 0 $ 0 $ 772,856 $ 317,625 $ 1,025,143 $ 1,159,408
Accelerated restricted stock(5) $ 847,575 $ 1,271,200 $ 2,652,814 $ 1,683,910 $ 1,167,416 $ 113,770
Excise tax gross up N/A N/A N/A N/A N/A N/A

Total $ 847,575 $ 9,915,878 $ 12,010,607 $ 7,945,333 $ 2,492,559 $ 1,273,178

(1) The values in this table reflect estimated payments associated with various termination scenarios, assumes a stock price of $40.43 (based
on the closing price of the Company�s common stock as of the end of fiscal 2006, except where otherwise noted) and includes all
outstanding grants through the assumed termination date of February 3, 2007. Actual value will vary based on changes in the Company�s
common stock price.
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(2) With the exception of Mr. Lombardi, cash severance equal to the sum of the executive�s annual salary plus annual bonus for the most
recently completed fiscal year (assumes bonus for fiscal 2006 that was paid in fiscal 2007) plus the aggregate annual benefit dollar amount
times the executive�s severance multiple as follows: 2X for non-CIC and 3X for CIC for Mr. Klipper, Mr. S. Riggio and Ms. Toulantis.
Mr. Lombardi would receive cash severance equal to six months base salary.

(3) Mr. Leonard Riggio and Mr. Duffy do not have formal severance arrangements with the Company. Any severance payments would be
provided at the Board�s discretion.

(4) Under the Company�s 2004 Incentive Plan, all unvested options are forfeited upon an involuntary termination, death or disability except for
awards granted in connection with Mr. Klipper and Ms. Toulantis� employment agreements. Under these agreements, any unvested options
granted as part of these agreements will vest upon an involuntary termination, death or disability. Note that all of Mr. Klipper�s option
awards made under his agreement have already vested. Ms. Toulantis has 37,500 options that are unvested as part of her employment
agreement. The value represents the intrinsic value (defined as the difference between a $40.43 stock price, the closing price of the
Company�s common stock as of the end of fiscal 2006, and the exercise price of the option multiplied by the number of unvested option
shares) of unvested stock options that would vest in the event of an involuntary termination, death or disability.

(5) Represents the value of unvested shares that would automatically vest upon a termination due to death, disability or termination following
a change of control. Unvested shares are forfeited upon an involuntarily termination or termination for cause.

(6) The Company provides three months of COBRA premiums for medical and dental coverage following death.

(7) The Company provides a seven-month subsidy of COBRA premiums for medical and dental coverage following termination due to
disability.

(8) Under the Company�s 2004 Incentive Plan, all unvested options vest upon a change of control. The value represents the intrinsic value
(based on a $40.43 stock price, the closing price of the Company�s common stock as of the end of fiscal 2006) of unvested stock options
that would vest in the event of a change of control.

The amounts shown in the table above in the event of involuntary termination were calculated assuming that the termination of employment of
each named executive officer occurred on the last day of fiscal 2006 (February 3, 2007). The amounts shown in the table above in the event of a
change of control were calculated assuming that a change of control occurred on the last day of fiscal 2006 and each named executive officer�s
employment terminated on that date due to involuntary termination or for good cause.

In addition to the amounts shown in the above table, in the event of a change of control the named executive officers would be entitled to
exercise their vested stock options as shown in the �Option Awards-Number of Securities Underlying Unexercised Options-Exercisable� columns
of the Outstanding Equity Awards at Fiscal Year-End table on page 22 of this Proxy Statement.

For a summary of the provisions of the employment agreements with Stephen Riggio, Mitchell S. Klipper and Marie J. Toulantis that affect the
amounts set forth in the table above in the event of involuntary termination or a change of control, see the discussion under �Change of
Control/Severance Benefits� and �Employment Agreements� in the Compensation Discussion and Analysis on page 16 of this Proxy Statement.

For purposes of the employment agreements, involuntary termination by the Company of the named executive officer�s employment means
termination other than due to death, disability or cause (conviction of a felony that impacts the performance of the named executive officer�s
duties or involving a crime of moral turpitude; misappropriation or embezzlement in the performance of duties; or willfully engaging in conduct
materially injurious to the Company that is in violation of obligations under the agreement and continues for at least 30 days after written notice
from the Company that specifies the violation in reasonable detail). Good cause
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is defined in the employment agreements as a material modification of duties, titles or direct reports; a material reduction in compensation and
benefits; or the relocation of the Company�s principal executive offices to a location outside of the New York City metropolitan area.

Under the agreements, change of control is defined as the acquisition by any person or group (other than named executive officer or Leonard
Riggio or any of his heirs or affiliates) of 40% or more of the Company�s voting securities; the Company�s directors immediately prior to a
merger, consolidation, liquidation or sale of assets cease within two years thereafter to be a majority of the board of directors; or the Company�s
directors immediately prior to a tender or exchange offer for the Company�s voting securities cease within two years thereafter to be a majority of
the board of directors.

All outstanding stock options and restricted stock awards held by the Company�s employees would vest immediately in the event of a change of
control, including those held by the named executive officers. The stock option and restricted stock award agreements define change of control
as: (i) a change of control of a nature that would be required to be reported in response to Item 6(e) of Schedule 14A of Regulation 14A under
the Securities Exchange Act of 1934; (ii) a merger or consolidation of the Company with another company; or (iii) a sale of substantially all of
the assets of the Company to another company.

Director Compensation

Name

Fees Earned
or Paid in
Cash(1)

Stock
Awards(2)

Stock
Options(2)

Non-Equity
Incentive
Plan

Compensation

Change in Pension
Value and

Non-Qualified
Deferred

Compensation
Earnings

All Other
Compensation Total

Matthew A. Berdon $ 70,000 $ 21,701 $ 98,750 $ 0 $ 0 $ 0 $ 190,451
Michael J. Del Giudice $ 60,000 $ 16,700 $ 42,938 $ 0 $ 0 $ 0 $ 119,638
William Dillard, II $ 40,000 $ 21,701 $ 98,750 $ 0 $ 0 $ 0 $ 160,451
Patricia L. Higgins $ 36,667(3) $ 13,332 $ 74,467 $ 0 $ 0 $ 0 $ 124,465
Irene R. Miller $ 40,000 $ 21,701 $ 98,750 $ 0 $ 0 $ 0 $ 160,451
Margaret T. Monaco $ 40,000 $ 21,701 $ 98,750 $ 0 $ 0 $ 0 $ 160,451
William F. Reilly $ 40,000 $ 16,700 $ 0 $ 0 $ 0 $ 0 $ 56,700
William Sheluck, Jr. $ 70,000 $ 21,701 $ 98,750 $ 0 $ 0 $ 0 $ 190,451
Lawrence S. Zilavy $ 36,667(3) $ 13,332 $ 74,467 $ 0 $ 0 $ 0 $ 124,465

(1) This column represents the amount of cash compensation earned during fiscal 2006. Non-employee Directors received an annual board retainer fee of
$40,000, Audit Committee members received an additional $20,000 annual cash retainer, and the Chairmen of the Audit Committee and the Compensation
Committee each received an additional $10,000 annual cash retainer. All Directors are also reimbursed for travel, lodging and related expenses incurred in
attending Board meetings.

(2) This column represents the dollar amount recognized for financial statement reporting purposes (under SFAS 123R) with respect to fiscal 2006 restricted
stock and stock option awards as well as for restricted stock and stock option awards granted in prior fiscal years. The assumptions used in calculating these
amounts are set forth in Note 2 to the Company�s Financial Statements for the fiscal year ending February 3, 2007 which is located on page F-30 of the
Company�s Annual Report on Form 10-K. The values in this column represent the accounting expense values incurred during the fiscal year and may not be
equivalent to the actual value recognized by the non-employee Directors. Refer to the Fiscal Year 2006 Non-Employee Director Equity Award Table below
for information on awards made in fiscal 2006.

(3) Fees have been pro-rated due to partial year service on the Board and do not include any fees for service on the Special Committee of the Board reviewing
the Company�s stock option practices.
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The table below illustrates the fair market value of the fiscal 2006 restricted stock awards and fiscal 2006 stock options awards on the date of
grant and the aggregate number of awards outstanding at fiscal year end for each non-employee Director.

Fiscal Year 2006 Non-Employee Director Equity Award Table

Director

2006
Restricted
Stock
Grant
Value*

2006
Stock
Option
Grant
Value*

Aggregate
Shares

Outstanding

Aggregate
Options

Outstanding
Matthew A. Berdon $ 20,040 $ 0 435 104,918
Michael J. Del Giudice $ 20,040 $ 0 435 49,536
William Dillard, II $ 20,040 $ 0 435 104,918
Patricia L. Higgins $ 19,998 $ 223,400 550 20,000
Irene R. Miller $ 20,040 $ 0 435 48,306
Margaret T. Monaco $ 20,040 $ 0 435 104,918
William F. Reilly $ 20,040 $ 0 435 0
William Sheluck, Jr. $ 20,040 $ 0 435 104,918
Lawrence S. Zilavy $ 19,998 $ 223,400 550 20,000

* On March 27, 2006, the non-employee Directors (except for Ms. Higgins and Mr. Zilavy) received a grant of 435 restricted shares of
Company common stock vesting in one year. In connection with becoming a Director, on June 7, 2006, Ms. Higgins and Mr. Zilavy each
received 550 restricted shares of Company common stock vesting April 1, 2008 and 20,000 stock options of which 10,000 become
exercisable on April 1, 2007 and 5,000 become exercisable on April 1st of each of the years 2008 and 2009.
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PERFORMANCE GRAPH

The following table compares the cumulative total stockholder return on the Common Stock for the period commencing February 1, 2002
through February 2, 2007 (the last trading date of fiscal 2006) with the cumulative total return on the Standard & Poor�s 500 Stock Index (the
�S&P 500�) and the Dow Jones Retailers, Other Specialty Industry Group Index (the �Dow Jones Specialty Retailers Index�) over the same period.
Total return values were calculated based on cumulative total return assuming (i) the investment of $100 in the Common Stock, the S&P 500
and the Dow Jones Specialty Retailers Index on February 1, 2002 and (ii) reinvestment of dividends.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The Company believes that the transactions and agreements discussed below (including renewals of any existing agreements) between the
Company and its affiliates are at least as favorable to the Company as could be obtained from unaffiliated parties. The Board of Directors and
the Audit Committee are designated to approve in advance any new proposed transaction or agreement with affiliates and will utilize procedures
in evaluating the terms and provisions of such proposed transaction or agreement as are appropriate in light of the fiduciary duties of directors
under Delaware law.

The Company leases space for its executive offices in properties in which Leonard Riggio has a minority interest. The space was rented at an
aggregate annual rent including real estate taxes of approximately $4,559,000, $4,532,000 and $4,475,000 in fiscal years 2006, 2005 and 2004,
respectively. Rent per square foot is approximately $29.00, which is currently below market.

The Company leases a 75,000-square-foot office/warehouse from a partnership in which Leonard Riggio has a 50% interest, pursuant to a lease
expiring in 2023. Pursuant to such lease, the Company paid (net of subtenant income) $260,000, $312,000 and $304,000 in fiscal years 2006,
2005 and 2004, respectively.

The Company leases retail space in a building in which B&N College, a company owned by Leonard Riggio, subleases space from the
Company. Occupancy costs allocated by the Company to B&N College for this space totaled $884,000, $872,000 and $810,000 for fiscal years
2006, 2005 and 2004, respectively. The amount paid by B&N College to the Company approximates the cost per square foot paid by the
Company to its unaffiliated third-party landlord.

Barnes & Noble.com purchases new and used textbooks directly from MBS, a corporation majority-owned by Leonard Riggio. Total purchases
were $5,681,000, $16,842,000 and $18,148,000 for fiscal years 2006, 2005 and 2004, respectively. In fiscal 2006, MBS began selling used
books as part of the Barnes & Noble.com dealer network. Barnes & Noble.com earned a commission of $1,930,000 on the MBS used book sales
in fiscal 2006. In addition, Barnes & Noble.com maintains a link on its website which is hosted by MBS and through which Barnes &
Noble.com customers are able to sell used books directly to MBS. Barnes & Noble.com is paid a commission based on the price paid by MBS to
the consumer. Total commissions were $34,000, $46,000 and $62,000 for fiscal years 2006, 2005 and 2004, respectively.

Barnes & Noble.com licenses the �Barnes & Noble� name under a royalty-free license agreement, dated October 31, 1998, as amended, between
Barnes & Noble.com and B&N College (the �License Agreement�). Pursuant to the License Agreement, Barnes & Noble.com has been granted an
exclusive license to use the �Barnes & Noble� name and trademark in perpetuity for the purpose of selling books over the Internet (excluding sales
of college textbooks). Under a separate agreement dated as of January 2001, between Barnes & Noble.com and Textbooks.com, Inc.
(�Textbooks.com�), a corporation owned by Leonard Riggio, Barnes & Noble.com was granted the right to sell college textbooks over the Internet
using the �Barnes & Noble� name. Pursuant to this agreement, Barnes & Noble.com pays Textbooks.com a royalty on revenues (net of product
returns, applicable sales tax and excluding shipping and handling) realized by Barnes & Noble.com from the sale of books designated as
textbooks. The term of the agreement is for five years and renews annually for additional one-year periods unless terminated 12 months prior to
the end of any given term. Royalty expense was $3,916,000, $4,870,000 and $4,551,000 for fiscal years 2006, 2005 and 2004, respectively,
under the terms of this agreement.

In fiscal 2005, GameStop began selling new and used video games and consoles on the Barnes & Noble.com website. Barnes & Noble.com
receives a commission on sales made by GameStop. For fiscal years 2006 and 2005, the commission earned by Barnes & Noble.com was
$343,000 and $264,000, respectively.

The Company paid B&N College certain operating costs B&N College incurred on the Company�s behalf. These charges are included in the
consolidated statements of operations included in the Company�s Annual
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Report on Form 10-K and approximated $248,000, $198,000 and $219,000 for fiscal 2006, 2005 and 2004, respectively. B&N College
purchased inventory, at cost plus an incremental fee, of $48,574,000, $49,997,000 and $46,468,000 from the Company during fiscal 2006, 2005
and 2004, respectively. The Company charged B&N College $2,698,000, $2,527,000 and $2,439,000 for fiscal years 2006, 2005 and 2004,
respectively, for capital expenditures, business insurance and other operating costs incurred on its behalf.

The Company uses a jet aircraft owned by B&N College and pays for the costs and expenses of operating the aircraft based upon the Company�s
usage. Such costs which include fuel, insurance and other costs approximated $1,722,000, $2,590,000 and $2,361,000 during fiscal 2006, 2005
and 2004, respectively.

GameStop, a company in which Leonard Riggio is a member of the Board of Directors and a minority shareholder, operates departments within
some of the Company�s bookstores. GameStop pays a license fee to the Company in an amount equal to 7% of the gross sales of such
departments. The Company charged GameStop a license fee of $996,000, $857,000 and $859,000 during fiscal 2006, 2005 and 2004,
respectively.

Until June 2005, GameStop participated in the Company�s worker�s compensation, property and general liability insurance programs. The costs
incurred by the Company under these programs were allocated to GameStop based upon GameStop�s total payroll expense, property and
equipment, and insurance claim history. The Company charged GameStop for these services $838,000, $1,726,000 and $2,548,000 during fiscal
2006, 2005 and 2004, respectively. Although GameStop secured its own insurance coverage, costs are continuing to be incurred by the Company
on insurance claims which were made under its programs prior to June 2005 and any such costs applicable to insurance claims against
GameStop will be charged to GameStop at the time incurred.

The Company is provided with national freight distribution, including trucking services by the Argix Direct Inc. (�Argix�) (formerly the LTA
Group, Inc.), a company in which a brother of Leonard and Stephen Riggio owns a 20% interest. The Company paid Argix $20,524,000,
$20,120,000 and $20,274,000 for such services during fiscal years 2006, 2005 and 2004, respectively. The Company believes the cost of freight
delivered to the stores is comparable to the prices charged by publishers and other third-party freight distributors. Argix subleased warehouse
space from the Company in Jamesburg, New Jersey. The Company charged Argix $2,005,000, $1,993,000 and $1,828,000 for such subleased
space and other operating costs incurred on its behalf during fiscal 2006, 2005 and 2004, respectively.

Since 1993, the Company has used AEC One Stop Group, Inc. (�AEC�) as its primary music and DVD/video supplier and to provide a music and
video database. AEC is one of the largest wholesale distributors of music and DVD/videos in the United States. In 1999, AEC�s parent
corporation was acquired by an investor group in which Leonard Riggio was a minority investor. The Company paid AEC $349,693,000,
$326,913,000 and $309,702,000 for merchandise purchased during fiscal 2006, 2005 and 2004, respectively. In addition, during fiscal 2005,
AEC spun-off their Digital on Demand subsidiary, which provided the database equipment and services to the Company. Leonard Riggio has a
minority interest in Digital on Demand. The Company paid AEC/Digital on Demand $4,705,000, $4,974,000 and $6,206,000 for database
equipment and services during fiscal 2006, 2005 and 2004, respectively. The Company believes the costs charged by AEC/Digital on Demand
are comparable to other suppliers. Amounts payable to AEC for merchandise purchased were $25,118,000 and $35,416,000 as of February 3,
2007 and January 28, 2006, respectively.

Legal Proceedings

In July and August 2006, four putative stockholder derivative actions were filed in New York County Supreme Court against certain members of
the Company�s Board of Directors and certain current and former executive officers of the Company, alleging breach of fiduciary duty and unjust
enrichment in connection with the grant of certain stock options to certain executive officers and directors of the Company. These actions were
subsequently consolidated under the caption In re Barnes & Noble, Inc. Derivative Litigation. The Company is named as a nominal defendant
only. The consolidated complaint seeks on behalf of the Company unspecified

31

Edgar Filing: BARNES & NOBLE INC - Form DEF 14A

41



money damages, disgorgement of any proceeds from the exercise of the options that are the subject of the action (and any subsequent sale of the
underlying stock), rescission of any unexercised stock options, other equitable relief, and costs and disbursements, including attorneys� fees. The
Company has filed a motion to dismiss the consolidated complaint.

In September 2006, three putative stockholder derivative actions were filed in the United States District Court for the Southern District of New
York naming the directors of the Company and certain current and former executive officers as defendants and alleging that the defendants
backdated certain stock option grants to executive officers and caused the Company to file false or misleading financial disclosures and proxy
statements. These actions were subsequently consolidated under the caption In re Barnes & Noble, Inc. Shareholders Derivative Litigation. The
consolidated complaint purports to set forth claims under Section 14(a) of the Securities Exchange Act of 1934 and under Delaware law for
breach of fiduciary duty, insider trading, unjust enrichment, rescission, accounting, gross mismanagement, abuse of control, and waste of
corporate assets. The Company is named as a nominal defendant only. The consolidated complaint seeks on behalf of the Company unspecified
money damages, disgorgement of any proceeds from the exercise of the options that are the subject of the action (and any subsequent sale of the
underlying stock), rescission of any unexercised stock options, other equitable relief, and costs and disbursements, including attorneys� fees. The
Company has filed a motion to dismiss the consolidated complaint.

Independent Registered Public Accountants

The firm of BDO Seidman, LLP (�BDO Seidman�) has been selected as independent registered public accountants for the Company. The
independent registered public accountants examine annual financial statements and provide other non-audit and tax-related services for the
Company. The Company and the Audit Committee have considered whether other non-audit services provided by BDO Seidman are compatible
with maintaining the independence of BDO Seidman in its audit of the Company and are not considered prohibited services under the
Sarbanes-Oxley Act of 2002.

Audit Fees. For fiscal 2006, the Company and its subsidiaries paid BDO Seidman $1,218,531 for professional services rendered for the
Company�s audit of the annual financial statements and management�s assessment of internal controls and for reviews of the Company�s financial
statements included in the Company�s quarterly reports on Form 10-Q filed with the SEC. For fiscal 2005, the Company and its subsidiaries paid
BDO Seidman $1,293,251 for professional services rendered for the Company�s audit of the annual financial statements and management�s
assessment of internal controls and for reviews of the Company�s financial statements included in the Company�s quarterly reports on Form 10-Q
filed with the SEC.

Audit-Related Fees. In fiscal 2006, the Company paid $408,790 for consultation concerning financial accounting and reporting standards. The
Company also paid $28,000 for employee benefit plan audits in fiscal 2006. In fiscal 2005, the Company paid $115,800 for consultation
concerning financial accounting and reporting standards. The Company also paid $39,000 for employee benefit plan audits in fiscal 2005.

Tax Fees. In fiscal 2006, the Company paid BDO Seidman $56,177 for tax fees. In fiscal 2005, the Company paid BDO Seidman $2,588 for tax
fees.

All Other Fees. The Company did not pay BDO Seidman for any other fees in fiscal 2006 and fiscal 2005.

Pre-approval Policies and Procedures. The Audit Committee Charter adopted by the Board of Directors of the Company requires that, among
other things, the Audit Committee pre-approve the rendering by the Company�s independent auditor of all audit and permissible non-audit
services. The Audit Committee has approved all of the services provided by BDO Seidman referred to above. The Audit Committee has also
authorized the Company�s management in advance to engage the Company�s independent auditor from time to time in the future to perform
certain services in areas pre-approved by the Audit Committee that at any one time will not involve more than $25,000 per project and more than
$50,000 in the aggregate.
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AUDIT COMMITTEE REPORT

The Audit Committee reviews the Company�s financial reporting process on behalf of the Board of Directors. Management has the primary
responsibility for the financial statements and reporting process. The Company�s independent auditors are responsible for expressing an opinion
on the conformity of the Company�s audited financial statements to generally accepted accounting principles.

In this context, the Audit Committee has reviewed and discussed with management and the independent auditors the Company�s audited financial
statements. The Audit Committee has discussed with the independent auditors the matters required to be discussed by Statement on Auditing
Standards No. 61 (communication with audit committees). In addition, the Audit Committee has received from the independent auditors the
written disclosures and letter required by Independence Standards Board Standard No. 1 (independence discussions with audit committees) and
discussed with them their independence from the Company and its management.

In reliance on the reviews and discussions referred to above, the Audit Committee recommended to the Board of Directors, and the Board has
approved, that the Company�s audited financial statements and management�s report on internal controls be included in the Company�s Annual
Report on Form 10-K for the fiscal year ended February 3, 2007 for filing with the SEC.

Audit Committee

William Sheluck, Jr., Chairman

Matthew A. Berdon

Michael J. Del Guidice

33

Edgar Filing: BARNES & NOBLE INC - Form DEF 14A

43



PROPOSAL 2

RATIFICATION OF APPOINTMENT OF INDEPENDENT

CERTIFIED PUBLIC ACCOUNTANTS

The Audit Committee has appointed the firm of BDO Seidman, LLP, which firm was engaged as independent certified public accountants for
the fiscal year ended February 3, 2007, to audit the financial statements of the Company for the fiscal year ending February 2, 2008. A proposal
to ratify this appointment is being presented to the stockholders at the Meeting. A representative of BDO Seidman will be present at the Meeting
and will have the opportunity to make a statement and will be available to respond to appropriate questions.

THE BOARD OF DIRECTORS CONSIDERS BDO SEIDMAN TO BE WELL QUALIFIED AND RECOMMENDS THAT THE
STOCKHOLDERS VOTE FOR RATIFICATION. PROXIES SOLICITED BY THIS PROXY STATEMENT WILL BE VOTED FOR
THE PROPOSAL UNLESS A VOTE AGAINST THE PROPOSAL OR ABSTENTION IS SPECIFICALLY INDICATED.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company�s executive officers and Directors, and persons who own more than 10 percent of a
registered class of the Company�s equity securities, to file initial statements of beneficial ownership (Form 3) and statements of changes in
beneficial ownership (Forms 4 and 5) of Common Stock of the Company with the SEC. Executive officers, Directors and greater than
10-percent stockholders are required to furnish the Company with copies of all such forms they file.

To the Company�s knowledge, based solely on its review of the copies of such forms received by it, or written representations from certain
reporting persons that no additional forms were required, all filing requirements applicable to its executive officers, Directors and greater than
10-percent stockholders were complied with.

OTHER MATTERS

The Company does not intend to present any other business for action at the Meeting and does not know of any other business intended to be
presented by others. If any matters other than the matters described in the Notice of Annual Meeting of Stockholders and this Proxy Statement
should be presented for stockholder action at the Meeting, it is the intention of the persons designated in the proxy to vote thereon according to
their best judgment.

Proxy Solicitation. Solicitation may be made personally, by telephone, by telegraph or by mail by officers and employees of the Company who
will not be additionally compensated for any such services. In addition, the Company has retained Georgeson Inc. to assist with the solicitation
of proxies for a fee not to exceed $8,000, plus reimbursement for out-of-pocket expenses. The Company will request persons such as brokers,
nominees and fiduciaries holding stock in their names for others, or holding stock for others who have the right to give voting instructions, to
forward proxy materials to their principals and request authority for the execution of the proxy. The Company will reimburse such persons for
their expenses in so doing. The Company is bearing all costs of this solicitation.

Financial and Other Information. The Company�s Annual Report for the fiscal year ended February 3, 2007, including financial statements, is
being sent to stockholders together with this Proxy Statement.

Stockholder Proposals. Proposals of stockholders intended to be included in the proxy materials for the annual meeting of stockholders to be
held in 2008 must be received by the Company�s Corporate Secretary, at Barnes & Noble, Inc., 122 Fifth Avenue, New York, New York 10011,
no later than December 25, 2007.
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In addition, the Company�s Bylaws provide that, in order for a stockholder to propose business for consideration at such meeting, such
stockholder must give written notice to the Corporate Secretary of the Company not less than 30 days nor more than 60 days prior to the
meeting; provided, however, that in the event that less than 40 days notice or prior public disclosure of the date of the meeting is given to
stockholders, notice by the stockholder must be given not later than the close of business on the tenth day following the day on which such
notice of the date of the meeting was mailed or such public disclosure was made. Such notice must contain the proposing stockholder�s record
name and address, and the class and number of shares of the Company which are beneficially owned by such stockholder. Such notice must also
contain: (i) a brief description of the business desired to be brought before the annual meeting and the reasons for conducting such business at
the annual meeting, and (ii) any material interest of the proposing stockholder in such business.

STOCKHOLDERS ARE URGED TO FORWARD THEIR PROXIES WITHOUT DELAY. A PROMPT RESPONSE WILL BE
GREATLY APPRECIATED.

By Order of the Board of Directors

LEONARD RIGGIO

Chairman

April 23, 2007
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