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BASSETT FURNITURE INDUSTRIES, INCORPORATED
Bassett, Virginia
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD APRIL 14, 2010

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Bassett Furniture Industries, Incorporated (the “Company™), will be held at the
Company’s headquarters in Bassett, Virginia, on Wednesday, April 14, 2010, at 10:00 a.m., local time, for the purpose of considering and acting upon the
following:

1. The election of nine Directors.
2. A proposal to approve the Company’s 2010 Stock Incentive Plan.

3. A proposal to ratify the selection of Ernst & Young LLP as its independent registered public accounting firm for the fiscal year ending November 27,
2010.

4. Any and all other matters that may properly come before the meeting or any adjournment thereof.
The Board of Directors has fixed the close of business on February 22, 2010 as the record date for determining the stockholders entitled to notice of and to

vote at the meeting and any adjournment thereof, and only holders of Common Stock of the Company of record at such date will be entitled to notice of or to vote
at the meeting.

YOUR VOTE IS VERY IMPORTANT TO US. REGARDLESS OF WHETHER YOU PLAN TO ATTEND THE MEETING, PLEASE ACT
PROMPTLY TO VOTE YOUR SHARES BY RETURNING THE ENCLOSED PROXY, DATED AND SIGNED. THE PROXY MAY BE REVOKED
BY YOU AT ANY TIME BEFORE IT IS EXERCISED AND WILL NOT BE EXERCISED IF YOU ATTEND THE MEETING AND VOTE IN
PERSON.

By Order of the Board of Directors

Robert H. Spilman, Jr.
Chief Executive Officer and President

Bassett, Virginia

March 2, 2010

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR
THE 2010 ANNUAL MEETING OF STOCKHOLDERS TO BE HELD APRIL 14, 2010

The Company’s Proxy Statement for the 2010 Annual Meeting of Stockholders and the Annual Report for the fiscal year ended November 28,
2009 are available at http://investors.bassettfurniture.com/.



BASSETT FURNITURE INDUSTRIES, INCORPORATED
3525 Fairystone Park Highway, Bassett, Virginia 24055

PROXY STATEMENT

General

This Proxy Statement is furnished in connection with the solicitation by the Board of Directors of proxies to be used at the Annual Meeting of Stockholders
of Bassett Furniture Industries, Incorporated (the “Company” or “Bassett”) to be held at the Company’s headquarters in Bassett, Virginia, at 10:00 a.m., local
time, on Wednesday, April 14, 2010. This Proxy Statement and accompanying proxy are being sent to the stockholders of the Company on or about March 2,
2010.

The Company’s directors, officers and employees may solicit proxies in person or by telephone, e-mail, or other means for no additional compensation.
Brokers, dealers, banks or voting trustees, or their nominees, who hold stock in their names for others or hold stock for others who have the right to give voting
instructions, will be asked to forward proxy materials to their principals and request authority for the execution of the proxy. The Company will reimburse such
institutions for their reasonable expenses in so doing. The total cost of soliciting proxies will be borne by the Company.

Any shareholder of record may revoke his or her proxy before it is exercised by (1) sending written notice to Jay R. Hervey, Vice President, Secretary and
General Counsel, Bassett Furniture Industries, Incorporated, Post Office Box 626, Bassett, Virginia 24055, (2) timely delivering a valid, later-dated proxy or
(3) by attending the meeting and electing to vote in person. Any beneficial owner of common stock may revoke his or her proxy before it is exercised by
contacting his or her bank, broker or other shareholder of record and submitting revised voting instructions. Proxies received by the Company that are in proper
form will be voted as set forth on the proxy at the meeting or any adjournment of the meeting. If your shares are held in street name with your broker or by a
nominee and you wish to vote in person at the meeting you will need to obtain a legal proxy from the institution that holds your shares and provide that legal
proxy at the meeting.

The only matters to be considered at the meeting, so far as known to the Board of Directors, are the matters set forth in the Notice of Annual Meeting of
Stockholders, and routine matters incidental to the conduct of the meeting. However, if any other matters should come before the meeting or any adjournment
thereof, it is the intention of the persons named in the accompanying form of proxy, or their substitutes, to vote said proxy in accordance with their judgment on
such matters.

Stockholders present or represented and entitled to vote on a matter at the meeting or any adjournment thereof will be entitled to one vote on such matter
for each share of Common Stock, par value $5.00 per share, of the Company (the “common stock”) held by them of record at the close of business on
February 22, 2010, which is the record date for determining the stockholders entitled to notice of and to vote at such meeting or any adjournment thereof. The
number of shares of common stock of the Company outstanding on February 22, 2010, was 11,465,317. Voting on all matters, including the election of Directors,
may be by written ballot, voice vote or show of hands.

Presence in person or by proxy of the holders of a majority of the outstanding shares of common stock entitled to vote at the meeting will constitute a
quorum. If a quorum is present, Directors will be elected by a plurality of the votes cast. Action on other matters submitted to the stockholders, including
Proposals 2 and 3, will be approved if the votes cast in favor of the action exceed the votes cast opposing the action. Shares for which the holder has elected to
abstain or to withhold the proxies’ authority to vote (including broker non-votes) on a matter will count toward a quorum but will have no effect on the action
taken with respect to such matter.



Principal Stockholders and Holdings of Management

The table below presents certain information as to the only persons known to the Company to be the beneficial owners of more than 5% of the common

stock of the Company as of February 23, 2010. Except as otherwise noted, each of the beneficial owners listed below has sole voting and investment power with
respect to the shares listed.

1)

)

3)

)

©)

Amount and

Name and Address of Nature of Percent of Common

Beneficial Owner Beneficial Ownership Stock Outstanding

Aegis Financial Corporation 1,390,343M 12.13%
and related person

1100 North Glebe Road,

Suite 1040

Arlington, VA 2 2201

Dimensional Fund Advisors LP 920,992 8.03%

Palisades West, Building One

6300 Bee Cave Road

Austin, TX 78746

Grace & White, Inc. 669,9083) 5.84%

515 Madison Avenue, Suite 1700
New York, NY 10022

Donald Smith & Co., Inc. 665,790 5.81%
152 West 57th Street
New York, NY 10019

Franklin Resources, Inc. 635,9000) 5.55%
and related persons

One Franklin Parkway

San Mateo, CA 94403

Franklin Advisory Services, LLC
One Parker Plaza, 9t Floor
Fort Lee, NJ 07024

Aegis Financial Corporation (“Aegis”), a registered investment adviser, has investment and voting power with respect to 1,375,343 of these shares or
12.00% of the common stock outstanding. The information provided is based upon a Schedule 13G filed February 12, 2010 by Aegis. Aegis reports that of
these shares, the Aegis Value Fund, a registered investment company, owns 1,040,831 or 9.08% of the common stock outstanding. The Schedule 13G filed
by Aegis was a joint filing with its managing director Scott L. Barbee (“Barbee”), who reported having voting and investment power over all of the shares.
Both Aegis and Barbee disclaim beneficial ownership of all such shares.

Dimensional Fund Advisors LP (“Dimensional”), a registered investment adviser, may be deemed to have beneficial ownership of these shares which are
held by certain investment companies, trusts and accounts for which Dimensional serves as investment adviser or manager. Dimensional has sole
dispositive power with respect to all of these shares and sole voting power with respect to 903,571 shares. Dimensional disclaims beneficial ownership of
all such shares. The information provided is based upon a Schedule 13G/A filed February 8, 2010 by Dimensional.

Grace & White, Inc. (“Grace”), a registered investment adviser, has sole investment power with respect to all of these shares, which it holds on behalf of its
clients, and sole voting power with respect to 174,966 of such shares. The information provided is based upon a Schedule 13G/A filed February 1, 2010 by
Grace.

Donald Smith & Co., Inc. (“Smith”), a registered investment adviser, has sole investment power with respect to all of these shares, which are owned by its
advisory clients, and sole voting power with respect to 545,390 of such shares. The information provided is based upon a Schedule 13G filed February 11,
2010 by Smith.

Franklin Resources, Inc. (“FRI”), through its subsidiary, Franklin Advisory Services, LLC (“FAS”), has sole investment power with respect to all of these
shares and sole voting power with respect to 624,900 of such shares. FAS’s beneficial ownership of these shares results from FAS acting as an investment
adviser to one or more investment companies and other managed accounts. Charles B. Johnson and Rupert H. Johnson, Jr. are the principal stockholders of
FRI and may be deemed the beneficial owners of securities held by persons and entities advised by FRI’s subsidiary. Each of FRI, FAS, Charles B. Johnson
and Rupert H. Johnson, Jr. disclaim beneficial ownership of these shares. The information provided is based upon a Schedule 13G/A filed February 4, 2010
by FRI, FAS, Charles B. Johnson and Rupert H. Johnson, Jr.
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The following information with respect to beneficial ownership, as of February 23, 2010, of shares of common stock is furnished with respect to (i) each
nominee for director of the Company, (ii) each executive officer named in the Summary Compensation Table appearing later in this Proxy Statement including the
Company’s former Senior Vice President and Chief Financial Officer, who served in that position until February 28, 2009, and (iii) all current directors and
executive officers as a group:

Amount and
Name of Nature of

Beneficial Owner Beneficial Ownership
Peter W. Brown, M.D. 11,4921
Paul Fulton 24,724
Howard H. Haworth 14,4921
George W. Henderson, 111 11,492
Kristina Herbig 7,870
Dale C. Pond 16,7141
Robert H. Spilman, Jr. 196,969 2
William C. Wampler, Jr. 10,992
William C. Warden, Jr. 11,492
Jason W. Camp 120,5001
John E. Bassett III 46,1841.3
J. Michael Daniel 8,2601
Mark Jordan 36,0001
Barry C. Safrit 3,055
Directors and executive officers as a group (15 persons) 559,9982.3.4

Less than 1% of the outstanding common stock.

Percent of Common

Stock Outstanding

¥ ¥ ¥ ¥ ¥

4.74%

Includes shares subject to options that are currently exercisable or exercisable within 60 days as follows: Mr. Brown 1,000; Mr. Haworth 4,000; Mr. Pond

4,500; Mr. Spilman 94,667; Mr. Camp: 120,500; Mr. Bassett: 28,500; Mr. Daniel: 7,500; and Mr. Jordan: 36,000.

Includes 12,171 shares held by Mr. Spilman’s wife, 21,892 shares held by his children and 13,962 held in trusts of which Mr. Spilman is the beneficiary.

Includes 1,363 shares held by Mr. Bassett’s wife.

Includes 338,085 shares subject to options held by Directors and executive officers that are currently exercisable or that are exercisable within 60 days.

PROPOSAL NO. 1

ELECTION OF DIRECTORS

At the meeting, nine Directors will be elected to serve, subject to the provisions of the Bylaws, until the 2011 Annual Meeting of Stockholders and until
their successors are duly elected and qualified. It is the intention of the persons named in the accompanying proxy to vote all proxies solicited by the Board of
Directors FOR the nine nominees listed below unless authority to vote for the nominees or any individual nominee is withheld by a stockholder in such
stockholder’s proxy. If for any reason any nominee shall not become a candidate for election as a Director at the meeting, an event not now anticipated, the
proxies will be voted for the nine nominees including such substitutes as shall be designated by the Board of Directors.

The nine nominees for election as Directors are listed below. All of the nominees are currently members of the Board of Directors. All were elected to their
current terms, which expire in 2010, at the Annual Meeting of Stockholders held on April 21, 2009.
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Offices With the Company or Other Occupation

Name and Director Since Age During Past Five Years and Directorships
Peter W. Brown, M.D.
1993 67 Partner, Virginia Surgical Associates (general surgery), since 1978. Director, Dominion Resources, Inc.
Paul Fulton Chairman of the Board of the Company since 1997; Chief Executive Officer of the Company from
1993 1997 to 2000; Dean of the Kenan-Flagler Business School of the University of North Carolina at
Chapel Hill from 1994 to 1997; President of Sara Lee Corporation from 1988 to 1993; Director,
75 Carters, Inc.
Howard H. Haworth Retired, President, Drexel Heritage Furnishings; Chief Executive Officer from 1973 to 1984 and
1997 Chairman and Chief Executive Officer from 1983 to 1985 of Drexel Heritage Home Furnishings;

Chairman Emeritus, North Carolina State Board of Education since 1995; Secretary of Commerce of
75 the State of North Carolina from 1985 to 1987.

George W. Henderson, 11 Private Investor, Chairman and Chief Executive Officer, Burlington Industries, Inc. (manufacturer of
2004 61 textile products) 1995 to 2003. Director, Lincoln National Corporation.
Kristina Herbig Chief Financial Officer of Eddie V’s Restaurants, Inc. since July 2006. Chief Financial Officer and
2007 Secretary of P.F. Chang’s China Bistro, Inc. from 2001 to 2006; Controller of P.F. Chang’s China
43 Bistro, Inc. from 1996 to 2001.
Dale C. Pond Private Investor. Senior Executive Vice President, Merchandising/ Marketing, Lowe’s Companies, Inc.
2002 (home improvement retailer) from 1998 to 2005. Director, Family Dollar Stores, Inc., and Scripps
63 Networks Interactive, Inc.
Robert H. Spilman, Jr. President and Chief Executive Officer of the Company since 2000; President and Chief Operating
1997 53 Officer of the Company since 1997. Director, Ruddick Corporation and Dominion Resources, Inc.
William C. Wampler, Jr. Member, Senate of the Commonwealth of Virginia since 1988; Retired Colonel, U.S. Army Reserve;
2004 50 Managing Member of Wampler Consulting Group, LLC since 1998.
William C. Warden, Jr. Private Investor. Executive Vice President, Lowe’s Companies, Inc. from 1996 to 2003; Director,
2004 57 Ruddick Corporation.

CORPORATE GOVERNANCE

Board and Board Committee Information

Our Board of Directors currently consists of nine directors. The Board of Directors has determined that each of Dr. Brown, Ms. Herbig, the Hon. Wampler
and Messrs. Haworth, Henderson, Pond and Warden are independent, as defined by The NASDAQ Stock Market (“NASDAQ”).

The Board of Directors met 5 times during the 2009 fiscal year. Each Director attended at least 87% of the meetings of the Board of Directors and
committees on which such Director served. It is the policy of the Company that Directors should attend annual meetings of stockholders. A regular meeting of the
Board of Directors is scheduled in conjunction with the annual meeting, and all Directors attended last year’s annual meeting.

The Board of Directors currently has two standing committees: an Audit Committee and an Organization, Compensation and Nominating Committee. The
charters for each of these committees are available on the Company’s website at www.bassettfurniture.com.

Audit Committee: The Audit Committee is composed of Messrs. Warden, Haworth, Henderson and Ms. Herbig. Among other things, the Audit Committee
engages or dismisses independent auditors; approves all audit, audit-related and other auditor fees and services; reviews, evaluates and monitors the performance
of audit activities; reviews periodic financial filings; and reviews internal audit activities. The Board of Directors has determined that each member of the Audit
Committee meets the current independence and experience requirements contained in the listing standards of NASDAQ. The Board of Directors has also
determined that Mr. Henderson is an “audit committee financial expert” as defined in the regulations promulgated by the Securities and Exchange Commission
(the “SEC”) under the Sarbanes-Oxley Act of 2002. The Audit Committee met ten times during the 2009 fiscal year.
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Organization, Compensation and Nominating Committee: The Organization, Compensation and Nominating Committee is composed of Dr. Brown,
Mr. Pond and the Hon. Wampler. The Committee reviews and makes recommendations to the Board of Directors with respect to executive compensation;
establishes, reviews and recommends changes to the organizational structure of the Company so as to utilize the management resources to best respond to the
changing demands of the marketplace; reviews the individual performance of each Director in terms of overall contribution to the betterment of the Company,
including meeting attendance and participation; reviews the composition of the Board; and recommends a slate of Directors for nomination to the Board. The
Organization, Compensation and Nominating Committee met four times during the 2009 fiscal year.

Director Compensation

The Organization, Compensation and Nominating Committee is responsible for recommending director compensation to the Board of Directors. The
following compensation arrangements have been recommended by the Organization, Compensation and Nominating Committee and approved by the Board of
Directors.

Directors who are also employees of the Company receive no additional compensation for serving as Directors. Directors who are not employees of the
Company receive an annual retainer fee of $20,000 and a fee of $1,000 per committee or board meeting attended in person ($500 if attended by telephone).
Chairpersons of the Board of Directors’ standing committees receive an additional fee of $1,000 per Board meeting. The chairperson of the Audit Committee
receives an additional annual retainer fee of $10,000 and the chairperson of the Organization, Compensation and Nominating Committee receives an additional
annual retainer fee of $5,000. Under the 2005 Non-Employee Directors Stock Incentive Plan (the “Non-Employee Directors Plan”), each non-employee director
receives an annual grant of restricted stock on the first day of the month following the Annual Meeting of Stockholders equal to $15,000 divided by the fair
market value of the Company’s Common Stock.

NON-EMPLOYEE DIRECTOR COMPENSATION

Fees earned Stock
or paid in awards Total

Name cash (1) ($) $) (2 3)

Peter W. Brown, M.D. 28,500 15,000 43,500
Howard H. Haworth 32,000 15,000 47,000
Kristina Herbig 31,500 15,000 46,500
George W. Henderson, 11T 31,000 15,000 46,000
Dale C. Pond 37,500 15,000 52,500
William C. Wampler, Jr. 27,500 15,000 42,500
William C. Warden, Jr. 46,500 15,000 61,500

(1) Includes annual retainer fee, committee chairman fees and Board/committee meeting fees.

(2) Pursuant to the Non-Employee Directors Plan, each of the Company’s outside directors received an award of 6,637 shares of restricted common stock on
May 1, 2009. These shares had a grant date fair value of $2.26 per share and will vest on May 1, 2010, with restrictions on sales until 90 days after the
grantee ceases to be a director.

Policies and Procedures Governing Director Nominations

The Organization, Compensation and Nominating Committee evaluates candidates taking into account their individual skills and characteristics relative to
the skills and characteristics of the current Board as a whole. Factors considered include diversity, age and such skills (e.g., an understanding of appropriate
technologies, work experience relevant to the Company’s businesses, and decision-making ability) as are suited to the Company’s and the Board’s needs at the
time.

Two members of the Organization, Compensation and Nominating Committee are selected each year to identify, screen, interview and submit Director
candidates to the Organization, Compensation and Nominating Committee. Prospective candidates are typically identified by current non-management or former
members of the Board. This process begins after an annual assessment and report by the Organization, Compensation and Nominating Committee to the full
Board.

The Organization, Compensation and Nominating Committee will consider director candidates recommended by stockholders. A stockholder requesting
that a recommendation be reviewed by the Organization, Compensation and Nominating Committee should submit such information as the stockholder deems
pertinent for service on the Board, such as age, experience and skills, and any other information required to be disclosed in a proxy statement regarding the
prospect. This information must be accompanied by the prospective candidate’s written consent to serve on the Board of Directors if nominated and elected. This
information should be received by the Secretary of the Company at P.O. Box 626, Bassett, Virginia 24055, by January 14, 2011.
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Interested Party Communications with the Board of Directors

Interested parties, including security holders, may send communications to the Board of Directors by mailing the same addressed to the Board of Directors
(or addressed to a specific individual director), Bassett Furniture Industries, Incorporated, P.O. Box 626, Bassett, Virginia 24055. The Board of Directors,
including a majority of the independent directors, has adopted a procedure for receiving and addressing such communications.

Code of Business Conduct

Bassett maintains a Code of Business Conduct (the “Code”) applicable to all of its employees, officers and directors. The purpose of the Code is to convey
the Company’s policies and practices for conducting business in accordance with its commitment to applying high ethical standards to its business practice. Any
waiver of the Code for executive officers or directors will be made only by the Board of Directors or its Audit Committee and will be promptly disclosed. In
support of the Code, the Company has provided employees with a number of avenues for the reporting of ethics violations or similar concerns, including a
process for making such reports anonymously.

The Code was adopted by the Board of Directors and is reviewed periodically by the Board of Directors. The Code is available for review on the
Company’s website, www.bassettfurniture.com, and the Company will post any amendments to, or waivers for executive officers from, the Code on that website.
A copy of the Code may be obtained, without charge, upon written request to Jay R. Hervey, Secretary, Bassett Furniture Industries, Incorporated, P.O. Box 626,
Bassett, Virginia 24055.

Other Transactions

The Company recognizes that transactions between Bassett and related persons present a potential for actual or perceived conflicts of interest. The
Company’s general policies with respect to such transactions are included in its Code of Business Conduct (the “Code”), the administration of which is overseen
by the Audit Committee. As a supplement to the Code, the Audit Committee has adopted a written policy setting out the procedures and standards to be followed
for the identification and evaluation of “related party transactions.” For purposes of the policy, a related party transaction is any transaction or series of related
transactions in excess of $120,000 in which the Company is a party and in which a “related person” has a material interest. Related persons include directors,
director nominees, executive officers, 5% beneficial owners and members of their immediate families. The Audit Committee has determined that certain
transactions are deemed to be pre-approved under this policy. These include (i) transactions with another company in which the related person’s only interest is as
a director or a beneficial owner of less than 10% of that company’s outstanding stock or limited partnership interests and (ii) certain compensation arrangements
that have either been disclosed in our proxy statement or approved by our Organization, Compensation and Nominating Committee.

The Company collects information about potential related party transactions in its annual questionnaires completed by directors and officers. Potential
related party transactions are first reviewed and assessed by our General Counsel to consider the materiality of the transactions and then reported to the Audit
Committee. The Audit Committee reviews and considers all relevant information available to it about each related party transaction. A related party transaction is
approved or ratified only if the Audit Committee determines that it is in, or is not inconsistent with, the best interests of the Company and its shareholders and in
compliance with the Code. The Company did not have any of these transactions during fiscal 2009.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 (the “Exchange Act”) requires the Company’s Directors and executive officers and persons who own
more than 10% of the Company’s Common Stock to file with the Securities and Exchange Commission initial reports of ownership and reports of changes in
ownership of the Common Stock and other equity securities. Executive officers, Directors and greater than 10% stockholders are required to furnish the Company
with copies of all such reports they file. To the Company’s knowledge, based solely on a review of the copies of such reports furnished to the Company and
written representations that no other reports were required, during the fiscal year ended November 28, 2009, all Section 16(a) filing requirements applicable to its
executive officers, Directors and greater than 10% beneficial stockholders were complied with, except that Mr. Daniel was late filing his initial report on Form 3
upon being named Interim Chief Financial Officer.

Audit Committee Report

The Audit Committee of the Board of Directors (the “Audit Committee”) is composed of four Directors and operates under a written charter adopted by the
Board of Directors and annually reassessed and updated, as needed, in accordance with applicable rules of the SEC and NASDAQ. Each of the members of the
Audit Committee is independent, as defined by NASDAQ.

Management is responsible for the Company’s internal controls and the financial reporting process. The independent registered public accounting firm is
responsible for performing an independent audit of the Company’s financial statements and issuing their report thereon. The Audit Committee’s primary
responsibility is to monitor and oversee these processes. The Audit Committee also selects the Company’s independent registered public accounting firm.
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In this context, the Audit Committee has reviewed and discussed the Company’s financial statements with both management and the independent registered
public accounting firm. The Audit Committee also discussed with the independent registered public accounting firm matters required of auditors to be discussed
by auditing standards generally accepted in the United States, including the matters required to be discussed by SAS 61 (Codification of Statements on Auditing
Standards, AU §380). The Company’s independent registered public accounting firm also provided to the Audit Committee the written disclosures and the letter
required pursuant to Rule 3526 of the Public Company Accounting Oversight Board, Communication with Audit Committees Concerning Independence, and the
Audit Committee discussed with the independent registered public accounting firm their independence.

Based on the foregoing, the Audit Committee recommended to the Board of Directors that the audited financial statements be included in the Company’s
Annual Report on Form 10-K for the fiscal year ended November 28, 2009 filed with the Securities and Exchange Commission on February 12, 2010. The Audit
Committee also recommends that the shareholders ratify the retention of Ernst & Young LLP as the Company’s independent registered public accounting firm for
the fiscal year ending November 27, 2010.

Audit Committee:

William C. Warden, Jr., Chairman
Howard H. Haworth

George W. Henderson, I1I
Kristina Herbig

Organization, Compensation and Nominating Committee Report

As detailed in its charter, the Organization, Compensation and Nominating Committee of the Board oversees the Company’s executive compensation
program on behalf of the Board. In the performance of this function, the Organization, Compensation and Nominating Committee met four times during fiscal
2009 and, among other things, reviewed and discussed with management the Compensation Discussion and Analysis set forth below in this proxy statement.
Based on this review and discussion, the Organization, Compensation and Nominating Committee recommended to the Company’s Board of Directors that the
Compensation Discussion and Analysis be included in the Company’s Annual Report on Form 10-K for the fiscal year ended November 28, 2009 and this proxy
statement.

Organization, Compensation and
Nominating Committee:

Dale C. Pond, Chairman
William C. Wampler, Jr.
Peter W. Brown

COMPENSATION DISCUSSION AND ANALYSIS

Introduction

This Compensation Discussion and Analysis (CD&A) describes the material elements of compensation paid to our executive officers as well as the
objectives and material factors underlying our compensation policies and decisions. The information in this CD&A provides context for the compensation
disclosures in the tables and related discussions that follow in this proxy statement. The Organization, Compensation and Nominating Committee of the Board,
which oversees our executive compensation program, is referred to as the “Committee” in this CD&A. The terms “we” and “our” refer to Bassett Furniture
Industries, Incorporated. When we refer to the “named executives” we are referring to the six individuals listed in the Summary Compensation Table appearing
later in this proxy statement.

The Committee has assisted the Company in developing and implementing compensation policies and programs which seek to improve the profitability of
the Company and to maximize stockholder value over time. To accomplish this, the Directors who comprise the Committee have developed executive
compensation policies that are consistent with, and directly linked to, the Company’s business objectives. These business objectives represent a composite of
factors that are considered important for the future success of the Company. These factors attempt to balance long and short-term performance, including the
continued maintenance of a strong balance sheet, growth of pre-tax profitability and earnings per share, control of costs, market growth and diversification and
other criteria which may be introduced over time as a result of changes in the household furniture environment.
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Compensation Philosophy and Objectives

The primary goal of our executive compensation program is the same as our goal for operating the company — to maximize corporate performance and
thereby create value for our shareholders. To achieve this goal we have designed our executive compensation program to achieve the following objectives:

»  Attract and retain talented and experienced executives in our industry;
*  Motivate and reward executives whose knowledge, skills and performance are critical to our success;

»  Align the interests of our executives and stockholders, by encouraging executives to increase stockholder value and rewarding executives when
stockholder value increases; and

+  Motivate our executives to manage our business to meet our short-term and long-term corporate goals and business objectives, and reward them for
meeting these objectives.

We use a mix of short-term compensation in the form of base salaries and cash incentive bonuses and long-term compensation in the form of equity
incentives (primarily stock options in the past) to provide a total compensation structure that is designed to encourage our executives to achieve these objectives.
All of our executive employees are employed at-will.

Determining Executive Compensation

The Committee is responsible for developing, administering and interpreting the compensation program for executive officers and other key employees. The
Committee was appointed by our board of directors, and consists entirely of directors who are “outside directors” for purposes of Section 162(m) of the Internal
Revenue Code, and “non-employee directors” for purposes of Rule 16b-3 under the Securities Exchange Act of 1934. The Committee may delegate some or all of
its responsibilities to one or more subcommittees whenever necessary to comply with any statutory or regulatory requirements or otherwise deemed appropriate
by the Committee. The Committee has the authority to retain consultants and other advisors to assist with its duties and has sole authority to approve the fees and
other retention terms of such consultants and advisors.

Our chief executive officer makes recommendations to the Committee regarding the salaries, bonus arrangements and option grants, if any, for key
employees, including all executive officers, except himself. In the case of discretionary bonuses for executive officers, which are based on individual
performance, the CEO’s evaluation of such performance is provided to and reviewed by the Committee. Based on the foregoing, the Committee uses its judgment
in making compensation decisions that will best carry out our philosophy and objectives for executive compensation. The decisions are reviewed by the full
board, with the exception of decisions on stock or option awards which are made by the Committee to satisfy tax law requirements.

Within the context of the overall objectives of our compensation programs, we determined the specific amounts of compensation to be paid to each of our
executives in 2009 based on a number of factors including:

»  The roles and responsibilities of our executives;

*  The individual experience and skills of our executives;

*  The amounts of compensation being paid to our other executives;
*  Our executives’ historical compensation at our company; and

*  Our understanding of the amount of compensation generally paid by similarly situated companies to their executives with similar roles and
responsibilities.

In evaluating the compensation generally paid by similarly situated companies, we have historically taken into account available data relating to the
compensation practices of other companies within and outside our industry. In fall 2007, the Committee engaged Hay Group, a human resource and compensation
consulting firm, to conduct an analysis of our fiscal 2007 executive compensation relative to a group of 11 comparable companies comprised of the following:
Chromcraft Revington, Furniture Brands International, La-Z-Boy, Design Within Reach, Haverty Furniture, Restoration Hardware, Ethan Allen Interiors, Hooker
Furniture, Stanley Furniture, Flexsteel Industries and Jennifer Convertibles. The Hay Group analysis found that, in general, our base salaries and cash
compensation (i.e., salaries and annual bonus) were below the 25t percentile of that group, while total direct compensation (i.e., salaries and annual bonus and
equity incentives combined) were between the 25t percentile and median of that group.

During fiscal 2008, the Committee engaged Hay Group to review practices at the same peer group with regard to severance and change in control benefits.
The Committee believes that the severance program and change in control agreements ultimately approved by the Committee are similar in scope to those
adopted by several of the companies in the peer group. These arrangements are discussed further below and elsewhere in this proxy statement.

8



Elements of our Executive Compensation Program

Our executive compensation primarily consists of base salary, the potential for cash bonuses, equity-based incentives and benefit programs. We discuss
each of the primary elements of our executive compensation in detail below. While we have identified particular compensation objectives that each element of
executive compensation serves, our compensation programs are designed to complement each other and collectively serve all of our executive compensation
objectives described above.

Base Salary

Base salaries are intended to provide a level of compensation sufficient to attract and retain an effective management team when considered in combination
with other components of our compensation program. The base salary of each executive officer is reviewed annually to determine if it is equitably aligned with
our other executive officers and at a sufficient level to attract and retain top talent. In recognition of the depressed economic conditions of the industry and to keep
fixed costs under control, the base salaries of our executive officers have not changed since the 2007 compensation analysis by Hay Group, except to reflect
promotions or other changes in an executive’s responsibilities. Accordingly, the base salaries of our named executives for fiscal 2009 were unchanged from those
in effect for fiscal 2008 and 2007 except in the case of Mr. Daniel who received an increase in base salary in recognition of his assuming the responsibilities of
principal financial officer.

Discretionary Bonuses

Historically, cash bonuses for executives were primarily earned through performance-based incentive bonus awards and, to a lesser extent, discretionary
bonus awards. However, in fiscal 2008, the Company switched to primarily a discretionary bonus program and in fiscal 2009 the Company’s bonus program was
entirely discretionary. In determining to switch from a fixed bonus award program to a discretionary bonus program, the Committee considered the fact that due
to difficult conditions in the industry and, more recently, in the economy as a whole, no performance bonuses had been earned by the named executives in the last
three years. Accordingly, the Committee decided to retain flexibility to grant rewards based on its evaluation of the executives’ performance in meeting key
company goals, e.g., generating positive operating cash flow. Although the Company continued to incur losses in fiscal 2009, management was successful in
helping the Company achieve its goal of generating positive operating cash flow. In light of this achievement, the Committee decided to reward certain key
members of management with modest bonuses in the amount of $3,000 to $5,000 each.

Performance-based Bonus Awards

The primary objectives of our performance-based bonus awards have been to provide an incentive for superior work, to motivate our executives toward
higher achievement and business results, to tie our executives’ goals and interests to ours and our stockholders’ and to enable us to attract and retain highly
qualified individuals. Historically, annual incentives have been established for each executive in the form of a maximum percentage of base salary and could be
earned based on our attainment of performance targets set by the Committee. These targets were typically set in the first three months of the fiscal year. Bonus
targets could be based on such performance criteria as operating income, earnings per share, cash flow and sales. For executives whose responsibilities relate
primarily to a division of our business, all or a portion of the bonus could be tied to the operating performance of that division, thus ensuring a direct link between
the executive’s performance and the amount of bonus earned. Historically, the maximum bonus levels for executives have been set at a significant percentage of
base salary, typically between 50% and 125%, with the higher percentages being set for the executives with the greater levels of responsibility, thus furthering the
Committee’s objective to have a greater percentage of compensation at risk as an executive’s level of responsibility increases.

For fiscal 2009, no performance-based bonus awards were granted to any of our named executives, as discussed above.

Equity Incentive Compensation

We have granted equity incentive awards in the form of stock options to align the interests of our executives with our stockholders by providing our
executives with strong incentives to increase stockholder value. In recent years, most of our stock options vest at the rate of one-third of the total option shares on
each of the first three anniversaries of the date of grant, thus providing added incentive for the executive to continue his or her employment with us. The chief
executive officer recommends to the Committee the recipients and sizes of stock option awards. In evaluating these recommendations, the Committee considers a
number of factors including the Committee’s subjective evaluation of the executive officer’s potential contribution to the Company’s future success and the level
of incentive already provided by the number and terms of the executive officer’s existing stock option holdings. The grant date of any such stock option award is
the same date the Board of Directors or the Committee approves the award. The exercise price of the stock option is the fair market value of the common stock on
the date the award is approved by the Board of Directors or the Committee. Fair market value is calculated according to the average high and low of our common
stock on NASDAQ on that date.

No stock options were awarded in fiscal 2009 or 2008 because the Company’s 1997 Employee Stock Plan had expired. The Board of Directors has
approved, and stockholder approval is being sought at this meeting for, a new incentive stock plan that will enable the Committee to resume making equity
awards to management.

We do not have any program, plan or practice to time stock option grants in coordination with the release of material non-public information.

Retirement Plans

Our chief executive officer participates in the Company’s Supplemental Retirement Income Plan, which was established in 1984. The plan was intended to
promote the long term service of its participants and provide an additional retirement benefit that
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would supplement the benefits under a defined benefit plan that was terminated in 1977. However, it is currently projected that the plan will result in no benefits
payable to our chief executive officer upon his retirement. Therefore, the Committee generally has disregarded the plan in determining the compensation of the
chief executive officer. None of the other named executives participates in this plan.

Change in Control Arrangements

The 1997 Employee Stock Plan under which options previously were awarded to executives provides that the vesting of all options granted under the plan
will accelerate upon a “change in control”, as defined in the plan. In addition, in January 2009, the Company entered into employment continuity agreements with
certain executive officers, including each of the named executives other than Mr. Daniel. The terms of the agreements, which are described in greater detail
elsewhere in this proxy statement, generally provide for certain lump sum payments and continued benefits in the event that an executive is terminated without
cause or resigns with good reason within specified periods following a change in control. The Committee believes that the foregoing arrangements will help the
Company retain continuity of management during the uncertain period leading up to an actual or potential change in control by giving the executives certain
assurances of financial security. Such assurances should result in the executives being less distracted by personal risks and better able to devote their full time and
best efforts to the performance of their duties.

Severance Arrangements

In January 2009, the Committee recommended, and the Board of Directors adopted, the Severance Program for Officers and Management Employees. This
program, which is described in greater detail elsewhere in this proxy statement, is designed to provide management with some assurances of financial security
during difficult economic times. The Committee believes that these assurances will result in management being less distracted by the personal risks of being laid
off and more focused on carrying out their duties to the best of their ability.

Other Components of Executive Compensation

Most benefits offered to executive officers are similar to those offered to all employees, with certain variations to promote tax efficiency and the
replacement of benefits lost due to regulatory limitations. These programs are designed to provide protection against financial catastrophe that can result from
illness, disability or death. In addition, the Company provides a limited number of perquisites to its executive officers. The Committee believes that its perquisites
are reasonable and consistent with the overall executive compensation program. These perquisites may include such personal benefits as executive physicals and
supplemental health insurance.

Effect of Accounting and Tax Treatment on Compensation Decisions

In the review and establishment of our compensation programs, we consider the anticipated accounting and tax implications to us and our executives.
However, these factors alone are not dispositive, and we also consider the cash and non-cash impact of the programs and whether a program is consistent with our
overall compensation philosophy and objectives.

One of the tax implications that the Committee considers is the deductibility of executive compensation. Section 162(m) of the Internal Revenue Code (the
“Code”) imposes a $1 million limit on the amount of annual compensation that can be deducted by the Company with respect to each of the chief executive
officer and the four other most highly compensated executive officers. Performance-based compensation that meets certain requirements will not be subject to this
deductibility limit. It is generally the Company’s policy to seek to qualify the performance-based components of its compensation program for this exclusion from
the Section 162(m) limitation as necessary to maximize the deductibility of executive compensation so long as doing so is consistent with the Committee’s
objectives for executive compensation.
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EXECUTIVE COMPENSATION

The following table presents information with respect to total compensation of Bassett’s Chief Executive Officer, its principal financial officer, its former

principal financial officer who served in that position until February 28, 2009, and its three other most highly compensated executive officers for the fiscal years
ended November 28, 2009, November 29, 2008 and November 24, 2007 (the “Named Executive Officers”). The compensation information for Mr. Daniel is
limited to fiscal year 2009 because he was not an executive officer until April 7, 2009.

SUMMARY COMPENSATION TABLE

Change in Pension
Value and Non-
Non-Equity Qualified Deferred

Stock Option Incentive Plan Compensation All Other
Salary Bonus Awards Awards Compensation Earnings Compensation Total
Name and Principal Position Year %) 3) $) %)@ (&) $) )% ®
Robert H. Spilman, Jr., Chief Executive 2009 335,000 0 0 8,276 0 0 10,750 354,026
Officer and President 2008 335,000 0 0 8,276 0 0 20,797 364,073
2007 335,000 0 0 1,035 0 0 20,481 356,516
Jason W. Camp, 2009 300,000 5,000 0 143,620 0 0 1,875 450,495
Senior Vice President, Retail 2008 300,000 50,000 0 143,620 0 0 5,750 499,370
2007 300,000 50,000 0 139,670 0 0 5,625 495,295
John E. Bassett III, 2009 140,000 5,000 0 4,514 0 0 933 150,447
Senior Vice President, Wood 2008 140,000 0 0 4,514 0 0 5,600 150,114
2007 140,000 0 0 564 0 0 5,600 146,164
Mark S. Jordan, 2009 139,000 5,000 0 4,514 0 0 348 148,862
Senior Vice President, Upholstery 2008 139,000 0 0 4,514 0 0 2,085 145,599
2007 139,000 0 0 564 0 0 2,085 141,649
J. Michael Daniel, (3)
Vice President and Chief Accounting
Officer 2009 130,833 5,000 0 5,736 0 0 833 142,402
Barry C. Safrit, (4) 2009 47,500 0 0 1,129 0 0 142,817 191,446
Senior Vice President and Chief Financial 2008 190,000 0 0 4,514 0 0 1,900 196,414
Officer 2007 190,000 0 0 564 0 0 1,900 192,464

(1) The option awards are valued under the assumptions contained in Note 15 to our Consolidated Financial Statements except that the assumption of
forfeitures is not made.

(2) The amounts reported in the column under the heading “Other Compensation” consist solely of the Company matches under its 401(k) plan, except for the
amounts reported for Mr. Spilman and Mr. Safrit.

The following table sets out Mr. Spilman’s other compensation for fiscal year 2009. Amounts listed below represent the cost to the Company of providing
such benefits.

Company match to 401(k) Plan $1,117

Supplemental health insurance $3,440

Disability $5,955

Executive physicals $ 238
The following table sets out Mr. Safrit’s other compensation for fiscal year 2009. Amounts listed below represent the cost to the Company of providing
such benefits.

Company match to 401(k) Plan $ 317

Severance $142,500
No other Named Executive Officer received personal benefits in excess of $10,000 during fiscal 2009.

(3) Mr. Daniel was appointed Vice President and Chief Accounting Officer in January 2010. Prior to that he served as the Corporate Controller since March
2007 and Interim Chief Financial Officer since April 2009. The compensation disclosed includes amounts paid to Mr. Daniel in fiscal 2009 for his services
in all capacities.

(4)  Mr. Safrit served as Senior Vice President and Chief Financial Officer until February 28, 2009.
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GRANTS OF PLAN-BASED AWARDS

There were no individual grants of plan-based awards made during the fiscal year ended November 28, 2009 to the Named Executive Officers.

Discussion for Summary Compensation Table and Grants of Plan-Based Awards

In fiscal 2009, salary and bonus for the Named Executive Officers (other than Mr. Safrit) averaged approximately 85% of their total compensation and
constituted all of their total cash compensation. The non-cash compensation in fiscal 2009 included the amount recognized for financial statement purposes with
respect to prior option grants in accordance with FAS 123R. It remains the Company’s policy that a substantial portion of each Named Executive Officer’s
potential cash compensation be based on performance. However, as discussed in the “Compensation Discussion and Analysis” section of this proxy statement, for
fiscal 2009, the Company did not grant performance-based awards but instead considered the executives for discretionary bonuses. In recognition of management
achieving positive operating cash flow in fiscal 2009, the Company awarded certain key executives a modest bonus of $5,000. Mr. Safrit, who served as our
principal financial officer during a portion of the year, received $142,500 in salary continuation payments pursuant to the Company’s Severance Program
described elsewhere in this proxy statement.

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END
The following table sets forth information concerning the fiscal year-end number and terms of unexercised options held by each of the Named Executive Officers.

Option awards

Number of securities Number of securities
underlying underlying Equity incentive plan awards: Option
unexercised unexercised number of securities underlying exercise
options (#) options (#) unexercised unearned price Option

Name Exercisable Unexercisable options (#) (&) expiration date
Robert H. Spilman, Jr. 76,668 0 0 14.875 01/17/2010
30,000 0 0 14.70 01/14/2012
50,000 0 0 21.12 02/23/2014
14,667 7,333 0 10.60 10/16/2017
Jason W. Camp 112,500 37,500 0 16.96 07/09/2016
8,000 4,000 0 10.60 10/16/2017
John E. Bassett 111 18,420 0 0 14.875 01/17/2010
8,000 0 0 14.70 01/14/2012
12,500 0 0 21.12 02/23/2014
8,000 4,000 0 10.60 10/16/2017
Mark S. Jordan 5,500 0 0 11.91 06/26/2010
10,000 0 0 14.70 01/14/2012
12,500 0 0 21.12 02/23/2014
8,000 4,000 0 10.60 10/16/2017
J. Michael Daniel 5,000 2,500 0 14.73 04/18/2017
Barry C. Safrit 0 0 0 N/A N/A

There were no exercises of stock options by the Named Executive Officers during the fiscal year ended November 28, 2009.

The following table sets forth information as of November 28, 2009 concerning pension benefits under the Supplemental Retirement Income Plan for
Mr. Spilman, who is the only Named Executive Officer participating in a defined benefit pension plan.

PENSION BENEFITS
Present value of
Number of years accumulated Payments during last
credited service benefit(1) fiscal year
Name Plan Name [Ga) ©®
Robert H. Spilman, Jr. Supplemental Retirement Income Plan N/A 0 0
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Supplemental Retirement Income Plan

The Company has a Supplemental Retirement Income Plan (the “Supplemental Plan”) that covers one current and certain former senior executives to
promote their long service and dedication and to provide an additional retirement benefit. Upon retirement, the Supplemental Plan provides for lifetime monthly
payments in an amount equal to 65% of the participant’s final average compensation as defined in the Supplemental Plan, which amount is reduced by (i) 50% of
old age social security benefits, (ii) the benefit that would be payable on a life annuity basis from Company contributions to the Employee Savings/Retirement
Plan based on a formula using maximum employee contributions, and (iii) the benefit that would be payable on a life annuity basis from funds the Company
contributed to a Defined Benefit Plan that was terminated in 1977. There is no provision under the Supplemental Plan for a disability benefit if a participant’s
employment is terminated prior to age 65 due to disability; however, the participant, notwithstanding the termination of employment, will continue to be covered
by the Supplemental Plan. The death benefit is divided into (a) prior-to-retirement death, which pays the beneficiary 50% of final average annual compensation
for a period of 120 months, and (b) post-retirement death, which pays the beneficiary 200% of final 12 months’ compensation in a single payment. There are no
benefits payable as a result of a termination of employment for any reason other than death or retirement, except there is a change of control provision which
provides for the immediate vesting and payment of the retirement benefit under the Supplemental Plan in the event of an employment termination resulting from a
change of control. The executive officer covered under this Supplemental Plan has waived participation in the Company’s group life insurance program.

Assuming no change in the rate of compensation for Robert H. Spilman, Jr. after November 28, 2009, it is projected that the benefit that would otherwise
have been payable on retirement at age 65 to Mr. Spilman will be fully offset by the benefits calculated (using the aforementioned formula) to be payable from
Company contributions to the Employee Savings/Retirement Plan. Mr. Spilman is the only Named Executive Officer participating in the Supplemental Plan.

Deferred Compensation Agreement

Robert H. Spilman, Jr. has entered into a Deferred Compensation Agreement with the Company pursuant to the Executive Deferred Compensation Plan.
Under that agreement, Mr. Spilman deferred a portion of his compensation over the four-year period from 1985 to 1989. The following table provides details for
Mr. Spilman’s deferred compensation account as of November 28, 2009.

NONQUALIFIED DEFERRED COMPENSATION

Executive Registrant Aggregate Aggregate Aggregate
contributions in contributions in earnings in withdrawals/ balance at
last FY last FY last FY Distributions last FYE
Name ® 3 ) ® (X))

Robert H. Spilman, Jr. 0 0 23,935 0 220,239

o Upon Mr. Spilman’s retirement at age 65, death or disability, he would be entitled to the following annual payments for a fifteen year period: upon his

retirement, $108,125; upon his death, $24,780; and upon his disability, $8,200.

Equity Compensation Plan Information

The following table provides information as of November 28, 2009 with respect to shares of Company common stock that may be issued under existing
equity compensation plans, including the 1993 Long Term Incentive Stock Option Plan, the 1997 Employee Stock Plan, the 1993 Stock Plan for Non-Employee
Directors, the 2000 Employee Stock Purchase Plan, and the 2005 Non-Employee Directors Incentive Plan. All equity compensation plans currently in place have
been approved by the stockholders.

Number of Securities
Remaining Available for

Number of Securities Future Issuance Under
to be Issued upon Weighted Average Equity Compensation
Exercise of Exercise Price of Plans (excluding
Outstanding Outstanding securities reflected in
Plan Options Options column (a))
Equity Compensation Plans Approved by Stockholders® 1,047,638 16.00 260,259@
Equity Compensation Plans Not Approved by Stockholders® N/A N/A N/A
Total 1,047,638 16.00 260,259

o Includes the following plans: 1993 Long Term Incentive Stock Option Plan, 1997 Employee Stock Plan (“Employee Stock Plan”), 1993 Stock Plan for

Non-Employee Directors, 2000 Employee Stock Purchase Plan (“2000 ESPP”) and the 2005 Non-Employee Directors Incentive Plan (“2005 Directors
Plan”).

Includes shares available under the 2000 ESPP (232,644) and the 2005 Directors Plan (27,615).

There are no equity compensation plans in place not approved by stockholders.

)
3)
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Potential Payments Upon Termination of Employment

In January 2009, the Board of Directors adopted the Bassett Furniture Industries, Inc. Severance Program for Officers and Management Employees (the
“Severance Program”). All executive officers and other management employees participate in the Severance Program. Also in January 2009, the Company
entered into Employment Continuity Agreements with certain executive officers, including each of the Named Executive Officers (other than Mr. Daniel). The
Severance Program and Employment Continuity Agreements are described below.

Severance Program

Under the terms of the Severance Program, in the event that the participant’s employment is terminated by the Company for reasons other than “cause” or
the participant’s death or disability, the participant will be entitled to receive:

» amonthly cash payment equal to (A) the product of (i) the participant’s base salary, (ii) a severance multiplier and (iii) the participant’s years of
service (less any other cash severance or pay in lieu of notice under any other severance program, including the Employment Continuity Agreements,
or applicable law) divided by (B) the number of months in the participant’s severance period;

+  if the participant is an executive officer, a lump sum cash payment equal to the participant’s average annual performance bonus for the three fiscal
years preceding the date of termination;

«  if the participant is an executive officer, the prorated portion of the participant’s actual annual performance bonus for the fiscal year in which the
participant’s employment is terminated, payable in cash concurrently with the payment to other participants in the Company’s annual bonus plan;

+  continued health insurance coverage for the duration of the severance period; and
+ outplacement services for the period and up to the limits specified in the program.
The term “cause” means (i) the willful and repeated failure of the executive to perform substantially his or her duties (other than failure resulting from incapacity

due to physical or mental illness), (ii) conviction of, or plea of guilty or nolo contendere to, a felony which is materially and demonstrably injurious to the
Company, or (iii) the willful engagement in gross misconduct in violation of Company policy.

A participant’s total cash severance benefits may not exceed the maximum payout specified in the program for such participant. The following chart sets
out the severance multiplier, maximum payout, severance period and outplacement period and cost limit for each category of participants:

Outplacement

Period and

Job Classification Multiplier Maximum Payout Severance Period Cost Limit
President/CEO 5 2 times Base Salary + Average Bonus + Prorated 6 months
Bonus 18 months $15,000 limit
Senior Vice President 125 1 times Base Salary + Average Bonus + Prorated 3 months
Bonus 12 months $ 7,500 limit
Other Executive Officers 125 .75 times Base Salary + Average Bonus + Prorated 3 months
Bonus 9 months $ 7,500 limit
Non-Executive Officer .0833 .50 times Base Salary 6 months None
Other Management Employees .0833 .25 times Base Salary 3 months None

A participant’s entitlement to benefits under the Severance Program ceases upon the participant’s employment by a competitor.

Employment Continuity Agreements

Under the terms of the Employment Continuity Agreements, in the event that a “change in control” has occurred and the executive’s employment is
terminated by the Company before the second anniversary thereof for reasons other than “cause,” death or disability or by the participant for “good reason”
within the 90 day period following the “change in control,” the participant will be entitled to receive:

* alump sum cash payment equal to the product of the executive’s “required base salary” and a change in control severance multiplier (which is equal
to two for the President and Chief Executive Officer and one for the other executives);
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*  alump sum cash payment equal to the executive’s most recently established target annual performance bonus plus the executive’s average annual
performance bonus for the three fiscal years preceding the date of termination;

+  continued health insurance coverage for the duration of the severance period (which is 18 months for the President and Chief Executive Officer and
12 months for the other executives);

*  alump sum cash payment equal to the present value of continued life insurance and long-term disability coverage for the duration of the severance
period; and

»  outplacement services (for a period of six months and three months for the President and Chief Executive Officer and the other executives,
respectively, with a cost limit of $15,000 and $7,500 for the President and Chief Executive Officer and the other executives, respectively).

The term “change in control” is defined for purposes of the Employment Continuity Agreements the same as it is under the Company’s Employee Stock
Plan. Under the Employee Stock Plan, a “change in control” includes generally (i) the acquisition by an individual, an entity or a group of beneficial ownership or
voting power of 30% or more of the Company’s outstanding common stock, (ii) certain changes in the constitution of the Company’s Board of Directors that have
not been approved by the current Board, (iii) shareholder approval of a reorganization, merger or consolidation in which the then-current shareholders cease to
own at least 75% of the then outstanding shares of common stock, (iv) shareholder approval of a complete liquidation or dissolution of the Company and (v) the
sale or other disposition of all or substantially all of the assets of the Company. An executive’s “required base salary” means the higher of (i) his base salary in
effect immediately prior to the change in control and (ii) his highest base salary at any point in time after the change in control. The term “good reason” means
(i) a material reduction in the executive’s base salary below the required base salary, (ii) a material diminution in the executive’s authority, duties or
responsibilities, (iii) a material diminution in the authority, duties or responsibilities of the supervisor to whom the executive is required to report, including a
requirement that the executive report to a corporate officer or other employee if the executive reported to the Board of Directors prior to the change in control;
(iv) a material diminution in the budget over which the executive retains authority; or (v) a change at the request of the employer in the executive’s principal work
location of more than 50 miles; in each case provided the executive gives notice to the employer of the existence of such condition within 30 days of its initial
existence and the employer has not remedied the condition within 30 days of such notice. The term “cause” has the same meaning as under the Severance
Program.

The Employment Continuity Agreements may be amended or terminated by the Board of Directors at any time, provided that the agreements cannot be
terminated or amended after the occurrence of a change in control, and provided further that the agreements cannot be terminated or amended in a manner that
would adversely affect the rights of participants after the Board of Directors has knowledge of a potential change in control unless and until the Board of
Directors has determined that such potential change in control will not be consummated and the Board of Directors does not have knowledge of any other
potential change in control.

General

Each of the Severance Program and the Employment Continuity Agreements provides for severance benefits to be paid in a manner intended to comply
with, or be exempt from, Section 409A of the Internal Revenue Code, including delaying certain benefits for a period of six months following termination if
necessary. In addition, severance benefits are subject to reduction to avoid any excise tax on excess “parachute payments” under Section 280G of the Internal
Revenue Code. All employees who accept benefits under the Severance Program or the Employment Continuity Agreements will be required to sign a release of
claims and will be subject to certain covenants, including a one-year non-solicitation agreement.

Potential Payments Table

The table below shows the estimated amount of payments and benefits that the Company would provide to the Named Executive Officers (other than
Mr. Safrit) under the Severance Program assuming that their employment was terminated as of November 28, 2009 for reasons other than cause, death or
disability. The table also shows the estimated amount of payments and benefits that the Company would provide those Named Executive Officers who have
entered into Employment Continuity Agreements assuming that their employment was terminated as of November 28, 2009 by the Company without cause or by
the executives with good reason, in each case within the period specified in the agreements following a change in control. Upon his separation from service on
February 28, 2009, Barry C. Safrit, our former Senior Vice President, Chief Financial Officer, received salary continuation payments of $142,500 and
continuation of health insurance coverage and outplacement services pursuant to the Severance Program. In addition, the stock options held by Mr. Safrit vested
upon his termination, but all of Mr. Safrit’s options were under water such that the vesting provided no benefit to him.
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Lump Continuation Accelerated

Sum of Health Vesting of
Salary Cash Insurance Outplacement Stock Total
Continuation Payment Coverage Services Cost Options Benefits
(&) $) $) Limit ($) ®W [£)]
Robert H. Spilman, Jr.
Termination without cause 670,000 0 20,348 15,000 0 705,348
Termination following a change in control 0 776,656 20,348 15,000 0 812,004
Jason W. Camp
Termination without cause 112,500 55,000 13,565 7,500 0 188,565
Termination following a change in control 0 422,049 13,565 7,500 0 443,114
John E. Bassett, III
Termination without cause 140,000 5,000 13,565 7,500 0 166,065
Termination following a change in control 0 167,770 13,565 7,500 0 188,835
Mark S. Jordan
Termination without cause 139,000 5,000 13,565 7,500 0 165,065
Termination following a change in control 0 166,737 13,565 7,500 0 187,802
J. Michael Daniel
Termination without cause 33,750 5,000 10,174 7,500 0 56,424
Termination following a change in control® N/A N/A N/A N/A N/A N/A

(1) The 1997 Employee Stock Plan provides that the vesting of all options granted under the plan will accelerate upon a “change in control”, as defined in the
plan. Assuming that a change in control had occurred on November 28, 2009 (the last business day of fiscal 2009), such acceleration would have provided
no value because the market price of the Company’s common stock on such date was less than the exercise prices of the unvested stock options held by the
Named Executive Officers.

(2) Mr. Daniel is not party to an Employment Continuity Agreement. Upon a termination of his employment for reasons other than cause, death or disability,
whether or not following a change of control, he would be entitled to receive benefits under the Severance Program or any other severance arrangement in
effect at that time.

PROPOSAL NO. 2
APPROVAL OF THE BASSETT FURNITURE INDUSTRIES, INCORPORATED 2010 STOCK INCENTIVE PLAN

Our Board of Directors has approved the Bassett Furniture Industries, Incorporated 2010 Stock Incentive Plan (the “2010 Plan”) and directed that it be
submitted to our stockholders for approval. The principal features of the 2010 Plan are summarized below. The complete text of the 2010 Plan is attached as
Exhibit A.

The 2010 Plan is intended to promote the success and enhance the value of the Company by linking the personal interests of participants to those of the
Company’s stockholders, and by providing participants with an incentive for outstanding performance. The Plan is also intended to provide flexibility to the
Company to motivate, attract, and retain the services of key employees upon whose judgment, interest and special effort the successful conduct of its operation
largely is dependent. Outside consultants and non-employee members of our Board of Directors may also receive awards under the 2010 Plan.

The primary reason for adopting the 2010 Plan is to replace the Bassett Furniture Industries, Incorporated 1997 Employee Stock Plan (the “1997 Plan”)
which expired in 2007. Certain awards under the 1997 Plan remain outstanding but no new awards may be granted under the 1997 Plan.

We are requesting that our stockholders approve the 2010 Plan so that we may grant new stock-based awards to our key employees, non-employee directors
and consultants. The 2010 Plan will become effective immediately upon your approval.

Eligibility and Administration

All present and future non-employee directors, key employees and outside consultants of the Company are eligible to receive incentive awards under the
2010 Plan. A key employee is an employee in a managerial or other key position who is expected to make important contributions to the Company or its
subsidiaries. Our Organization, Compensation and Nominating Committee (the “Committee”) selects eligible key employees and outside consultants to receive
awards under the 2010 Plan in its discretion. Our Board of Directors (excluding for these purposes any members who are employees), or any committee
designated by the Board of
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Directors, selects eligible non-employee directors to receive awards under the 2010 plan in its discretion. We estimate that we have approximately 35 key
employees (16 of whom are officers), seven non-employee directors and approximately four outside consultants who may be eligible for awards under the 2010
Plan.

The Committee administers the 2010 Plan and has the power and complete discretion to select key employees and outside consultants to receive awards,
determine the nature and size of each such award and interpret and administer the 2010 Plan in all other respects with respect to such awards. The Board of
Directors, or any committee designated by the Board of Directors, has such power and complete discretion with respect to any awards made or to be made to non-
employee directors. The Committee is selected by our Board of Directors and consists solely of independent, non-employee directors.

Types of Awards

Participants may receive the following types of incentive awards under the 2010 Plan: stock options, stock appreciation rights, payment shares, restricted
stock, restricted stock units and performance shares. Stock options may be incentive stock options or nonstatutory stock options. Stock appreciation rights may be
granted in tandem with stock options or as a freestanding award. Non-employee directors and outside consultants are eligible to receive restricted stock and
restricted stock units only.

Shares and Share Limits

Five hundred thousand (500,000) shares of our common stock are reserved for issuance under the 2010 Plan. In addition, up to 500,000 shares that are
represented by outstanding awards under the 1997 Plan which are forfeited, expire or are canceled after the effective date of the 2010 Plan will be added to the
reserve and may be used for new awards under the 2010 Plan. The closing price per share of the Company’s common stock on February 23, 2010 was $4.53.

The maximum number of shares that may be issued under awards other than options and stock appreciation rights is 330,000. The maximum number of
shares that may be issued to any one individual in any three-consecutive-calendar year period is 300,000. The maximum cash payment that may be made to any
one individual in any three-consecutive-calendar year period is $1,000,000.

If an award under the 2010 Plan is forfeited, expires or is cancelled, any unissued shares allocable to that award may be used for a new award under the
2010 Plan. Shares exchanged in payment of an option exercise price or retained to satisfy applicable withholding taxes may not be subjected to new awards and
the cash proceeds from option exercises may not be used to purchase open-market shares for reuse under the 2010 Plan. Stock-settled stock appreciation rights (if
granted) will be counted against the share reserve on a share-by-share (rather than net-share) basis.

The number of shares that may be issued under the 2010 Plan will be proportionately adjusted in the event of a recapitalization event such as a stock
dividend, stock split, merger, acquisition or other similar event affecting our common stock. The 2010 Plan does not permit option or SAR repricing without
stockholder approval, except in connection with a recapitalization event.

Stock Options and SARs

The 2010 Plan authorizes grants of incentive stock options or nonstatutory stock options. Incentive stock options are designed to qualify for favorable tax
treatment under Internal Revenue Code Section 422, while nonstatutory stock options are not. The exercise price of either type of option may not be less than 100
percent of the fair market value per share of our common stock on the date the option is granted. Fair market value is the closing price per share of our common
stock as reported by the national securities exchange on which our common stock is listed on the date the option is granted (or the most recent prior trading day).
Our common stock is currently listed on the NASDAQ Global Select Market. The maximum term of any option is ten years from the date of grant.

A stock appreciation right (“SAR”) represents the right to receive the excess of the fair market value of a share of our common stock on the date of
settlement over the fair market value of our common stock on the date of grant. SARs may be settled in cash or in shares of our common stock or a combination
of both. SARs may be granted in tandem with stock options. When the participant exercises either the option or the SAR, the other part of the tandem award is
cancelled without payment. The maximum term of an SAR is ten years from the date of grant.

Payment Shares

Payment shares are shares of our common stock issued without restrictions in lieu of any cash compensation a participant would otherwise be entitled to
receive. The number of payment shares a participant receives is determined by dividing the cash compensation otherwise payable by the fair market value per
share of our common stock on the date of grant. No more than 50,000 shares may be issued as payment shares under the 2010 Plan.

17



Restricted Stock

Restricted stock awards are shares of our common stock issued subject to service or performance-based restrictions on transferability. The Committee
determines the restrictions as well as the conditions under which the restrictions may lapse. Restriction periods generally must be at least three years for non-
performance based awards and at least one-year for performance-based awards. Up to 50,000 non-performance based restricted shares may be issued with
restriction periods of less than three years (but not less than one year). If provided by the Committee, restrictions may lapse earlier than the end of the restriction
period in the event of a participant’s disability, death or retirement, or the occurrence of a change in control.

Restricted Stock Units

Restricted stock units are rights to receive shares of our common stock (or cash in lieu of the shares) subject to service-based vesting conditions. The
Committee determines the length of the vesting period and the other terms and conditions of the award. Vesting periods generally must be at least three years;
however, up to 50,000 restricted stock units may be issued with vesting periods of less than three years (but not less than one year). If provided by the Committee,
restricted stock units may vest earlier than the end of the vesting period in the event of a participant’s disability, death or retirement, or the occurrence of a change
in control. Restricted stock units may be settled in shares of our common stock, in cash, or in a combination of both.

Performance Shares

Performance shares are rights to receive shares of our common stock (or cash in lieu of the shares) subject to performance-based vesting conditions. The
Committee determines the performance measures, the length of the performance period and the other terms and conditions of the award. Performance periods
must be at least twelve months long. If provided by the Committee, performance shares may vest earlier than the end of the performance period in the event of a
participant’s disability, death or retirement, or the occurrence of a change in control. Performance shares may be settled in shares of our common stock, in cash, or
in a combination of both.

Performance-Based Awards

Any award other than an option or an SAR may be designed to qualify as “performance-based compensation” for deductibility purposes under Internal
Revenue Code Section 162(m). For such awards, the permissible performance measures are:

*  Cash Flow from Operations
»  Earnings Per Share

*  Net Income

*  Operating Income

*  Operating Margin

*  Return On Assets

*  Return On Equity

*  Revenues

*  Total Shareholder Return

Transferability and Modification of Awards

Participants may not sell, transfer or pledge their interest in restricted stock units or performance shares. Participants may not sell, transfer or pledge shares
of restricted stock until the shares become unrestricted. Options and SARs may be transferable by a participant in accordance with their terms, as determined by
the Committee. Participants may designate a beneficiary to receive benefits after the participant’s death, if the incentive award allows. The Committee may
modify awards consistent with the terms of the 2010 Plan, if not detrimental to a participant.

Amendment and Termination of the 2010 Plan.

Our Board of Directors may amend the 2010 Plan from time to time as it deems advisable and may terminate the 2010 Plan at any time. Unless sooner
terminated by our Board, the 2010 Plan will automatically terminate on January 19, 2020. Amendments to increase the total number of shares of our common
stock reserved under the 2010 Plan, to expand the classes of eligible participants or otherwise to provide additional material benefits to participants must be
approved by our shareholders. However our Board may amend the Plan as necessary and without shareholder approval in order to comply with applicable
securities and tax laws.
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Federal Income Tax Consequences.

Generally, a participant in the 2010 Plan will not incur any federal income tax when he receives an award, unless a participant who receives a restricted
stock award makes a Section 83(b) election with respect to the award. If the participant makes a Section 83(b) election, the participant will recognize ordinary
income equal to the fair market value of the restricted shares on the date of grant, and generally will not recognize any additional ordinary income at the time the
restrictions with respect to the shares lapse.

Upon exercise of a nonstatutory stock option, a participant generally will recognize ordinary income equal to the difference between the fair market value
of the stock acquired on the date of the exercise and the exercise price. A participant generally will not recognize any ordinary income upon exercise of an
incentive stock option unless the participant is subject to the alternative minimum tax. If the participant holds the stock purchased upon exercise of an incentive
stock option until the later of two years after the date of grant or one year after exercise, then any profit or loss realized on the later sale or exchange of the stock
relative to the exercise price will be capital gain or loss. If the participant sells or exchanges the stock prior to expiration of the holding period, the participant
generally will recognize ordinary income or loss equal to the difference between the fair market value of the shares at the time of exercise (or, if less, the amount
realized upon the sale or exchange) and the exercise price, and any additional profit will be capital gain.

Unless the participant has made a Section 83(b) election, upon vesting of restricted stock, a participant will generally recognize ordinary income equal to
the fair market value of the shares, determined at the time of vesting. A participant will generally recognize ordinary income upon payment of payment shares,
restricted stock units and performance shares, equal to the cash received or the fair market value of the shares paid under the award determined at the time of
payment.

Assuming that a participant’s compensation is otherwise reasonable and that the statutory limitations on compensation deductions (including the limitations
under Internal Revenue Code Sections 162(m) and 280G) do not apply, we usually will be entitled to a business expense deduction when and for the amount
which a participant recognizes ordinary income in connection with an incentive award, as described above. We generally do not receive a deduction in connection
with the exercise of an incentive stock option.

If any award is treated as deferred compensation subject to Internal Revenue Code Section 409A, additional provisions of the 2010 Plan will apply to avoid
additional tax being imposed on the participant. The additional provisions include a six-month delay in payments after a separation from service for specified
employees (generally our highest-paid officers). Awards subject to Section 409A may not have payment accelerated and may only be paid on a change in control
under a more limited definition than would otherwise apply.

New Plan Benefits
Because benefits under the 2010 Plan will depend on the Committee’s actions and the fair market value of our common stock in the future, it is not possible
to determine the benefits that will be received by participants if the 2010 Plan is approved by our stockholders.

Recommendation

The Board of Directors recommends a vote FOR approval of the 2010 Plan and proxies solicited by the Board of Directors will be so voted unless
stockholders specify a different choice.

PROPOSAL NO. 3

RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee has selected Ernst & Young LLP as independent registered public accounting firm to audit the financial statements of the Company
for the fiscal year ending November 27, 2010. This selection is being presented to the stockholders for their ratification at the Annual Meeting of Stockholders.
The firm of Ernst & Young LLP is considered well qualified. Representatives of Ernst & Young LLP are expected to be present at the Annual Meeting of
Stockholders with an opportunity to make a statement if they desire to do so and are expected to be available to respond to appropriate questions.
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Audit and Other Fees

Audit Fees. The aggregate fees billed by Ernst & Young LLP for audit services (audit of the Company’s annual financial statements, audit of internal
control over the Company’s financial reporting for fiscal 2008, review of the Company’s quarterly financial statements included in its Forms 10-Q, and assistance
with and review of SEC filings and comment letters) for fiscal year 2009 and fiscal year 2008 were $757,723 and $736,761 respectively.

Audit-Related Fees. There were no fees billed by Ernst & Young LLP in fiscal year 2009 and fiscal year 2008 for audit-related services not otherwise
reported in the preceding paragraph.

Tax Fees. The aggregate fees billed by Ernst & Young LLP in fiscal year 2009 and fiscal year 2008 for tax-related services were $154,200 and $356,743,
respectively. Tax compliance services accounted for substantially all of the fees billed in fiscal year 2009 and for $215,283 of the fees billed in fiscal year 2008.
Tax-related services for fiscal year 2008 include state and local tax planning and consulting primarily related to a legal entity reorganization.

All Other Fees. For fiscal year 2009 and fiscal year 2008, the Company paid an additional $1,500 each year to Ernst & Young LLP for a subscription to its
online accounting research tool. None of the services provided by Ernst & Young LLP consisted of financial information systems design or implementation
services.

The Audit Committee considered whether, and determined that, the auditor’s provision of non-audit services was compatible with maintaining the auditor’s
independence. In accordance with provisions of the Sarbanes-Oxley Act of 2002, all audit and non-audit services provided to the Company by its independent
auditors must be pre-approved by the Audit Committee. As authorized by that statute, the Audit Committee has delegated authority to the chairperson of the
Audit Committee to pre-approve audit and non-audit services when the Audit Committee is not in session. Any decisions by the chairperson of the Audit
Committee under this delegated authority will be reported at the next meeting of the Audit Committee. All services described above for fiscal year 2009 were pre-
approved by the full Audit Committee.

Recommendation

The Board of Directors recommends a vote FOR the ratification of the selection of Ernst & Young LLP as independent registered public accounting firm to
audit the financial statements of the Company for the fiscal year ending November 27, 2010, and proxies solicited by the Board of Directors will be so voted
unless stockholders specify a different choice. If the stockholders do not ratify the selection of Ernst & Young LLP, the selection of independent public
accountants will be reconsidered by the Audit Committee.

ADDITIONAL INFORMATION

Stockholder Proposals for Inclusion in the Proxy Statement

Any proposal that a stockholder intends to present for action at the 2011 Annual Meeting of Stockholders (“2011 Annual Meeting”) must be received by
the Company no later than November 2, 2010, in order for the proposal to be included in the proxy statement and form of proxy for the 2011 Annual Meeting.
Any such proposal must meet the applicable requirements of the Securities Exchange Act of 1934 and the rules and regulations thereunder. Such proposals should
be sent to Jay R. Hervey, Secretary, Bassett Furniture Industries, Incorporated, Post Office Box 626, Bassett, Virginia 24055.

Other Stockholder Proposals and Nominations

The Company’s Bylaws prescribe the procedures that a stockholder must follow to nominate directors for election at an annual meeting or to bring other
business before an annual meeting (other than matters that have been included in the Company’s proxy statement for such meeting). The Chairman of the meeting
may refuse to acknowledge the nomination of any person as a director or any other proposal by a stockholder not made in compliance with these procedures. The
following summary of these procedures is qualified by reference to the Company’s Bylaws, a copy of which may be obtained, without charge, upon written
request to Jay R. Hervey, Secretary, Bassett Furniture Industries, Incorporated, Post Office Box 626, Bassett, Virginia 24055.

A stockholder who desires to nominate a director for election at an annual meeting must give timely written notice thereof to the Secretary of the Company
by personal delivery or by registered or certified mail, postage prepaid, at the address shown above. To be timely, a stockholder’s notice must be received not later
than January 14, 2011, for nominations to be made at the 2011 Annual Meeting. The notice must contain the information specified in the Bylaws regarding the
stockholder giving the notice and each person whom the stockholder wishes to nominate for election as a director. The notice must be accompanied by the written
consent of each proposed nominee to serve as a director of the Company, if elected.
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A stockholder who desires to bring any other business before an annual meeting (other than matters that have been included in the Company’s proxy
statement for such meeting) must give timely written notice thereof to the Secretary of the Company by personal delivery or by registered or certified mail,
postage prepaid, at the address shown above. To be timely, a stockholder’s notice must be received not later than November 5, 2010 for business to be acted upon
at the 2011 Annual Meeting. The notice must contain the information specified in the Bylaws regarding the stockholder giving the notice and the business
proposed to be brought before the meeting.

With respect to stockholder proposals not included in the Company’s proxy statement for the 2011 Annual Meeting, the persons named in the Board of
Directors’ proxy for such meeting will be entitled to exercise the discretionary voting power conferred by such proxy under the circumstances specified in Rule
14a-4(c) under the Securities Exchange Act of 1934, including with respect to proposals received by the Company after November 5, 2010.

COPIES OF THE COMPANY’S ANNUAL REPORT ON FORM 10-K FOR THE FISCAL YEAR ENDED NOVEMBER 28, 2009, AS FILED
WITH THE SECURITIES AND EXCHANGE COMMISSION, CAN BE OBTAINED WITHOUT CHARGE UPON WRITTEN REQUEST TO JAY R.
HERVEY, SECRETARY, BASSETT FURNITURE INDUSTRIES, INCORPORATED, POST OFFICE BOX 626, BASSETT, VIRGINIA 24055.
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Exhibit A

BASSETT FURNITURE INDUSTRIES, INCORPORATED
2010 Stock Incentive Plan

Article 1. Establishment, Purpose, and Duration

1.1 Establishment of the Plan. Bassett Furniture Industries, Incorporated, a Virginia corporation (hereinafter referred to as the “Company”), hereby
establishes an incentive compensation plan to be known as the “Bassett Furniture Industries, Incorporated Stock Incentive Plan” (hereinafter referred to as the
“Plan”), as set forth in this document. The Plan permits the payment of compensation in shares of the Company’s common stock in lieu of cash and the grant of
Nonqualified Stock Options, Incentive Stock Options, Stock Appreciation Rights, Restricted Stock, Restricted Stock Units, Payment Shares, and Performance
Shares.

Subject to approval by the Company’s shareholders, the Plan shall become effective as of January 20, 2010 (the “Effective Date”) and shall remain in effect
as provided in Section 1.3. The Plan shall not become effective unless shareholder approval is obtained.

1.2 Purpose of the Plan. The purpose of the Plan is to promote the success and enhance the value of the Company by linking the personal interests of
Participants to those of the Company’s shareholders, and by providing Participants with an incentive for outstanding performance.

The Plan is further intended to provide flexibility to the Company in its ability to motivate, attract, and retain the services of Participants upon whose
judgment, interest and special effort the successful conduct of its operation largely is dependent.

1.3 Duration of the Plan. The Plan shall commence on the Effective Date, as described in Section 1.1, and shall remain in effect until January 19, 2020,
subject to the right of the Board of Directors to amend or terminate the Plan at any time pursuant to Article 17, until all Shares subject to it shall have been
purchased or acquired according to the Plan’s provisions.

Article 2. Definitions

Whenever used in the Plan, the following terms shall have the meanings set forth below and, when the meaning is intended, the initial letter of the word is
capitalized:

2.1 “Applicable Withholding Taxes” means, with respect to a Participant who is a Key Employee, the aggregate amount of federal, state and local income
and payroll taxes that the Participant’s Employer is required to withhold in connection with any payment of Payment Shares, Restricted Stock Units or
Performance Shares, any lapse of restrictions on Restricted Stock, any dividends paid on Restricted Stock, any dividend equivalents paid on Restricted Stock
Units or Performance Shares, or any exercise of a Nonqualified Stock Option or Stock Appreciation Right granted to such Participant.

2.2 “Award” means, individually or collectively, a grant under this Plan of Nonqualified Stock Options, Incentive Stock Options, Stock Appreciation
Rights, Restricted Stock, Restricted Stock Units, Payment Shares or Performance Shares.

2.3 “Award Agreement” means an agreement entered into by the Company and each Participant setting forth the terms and provisions applicable to
Awards granted under this Plan.

2.4 “Board” or “Board of Directors” means the Board of Directors of the Company.

2.5 “Cash Flow from Operations” means the “cash flow from operations” of the Company determined in accordance with generally accepted accounting
principles as determined by the independent accountants regularly employed by the Company.

2.6 “Change in Control” means and shall be deemed to have occurred upon, any of the following events:

(i) The acquisition by any person, individual, entity or “group” (within the meaning of Section 13(d)(3) or 14(d)(2) of the Exchange Act)
(collectively, “Persons”) of beneficial ownership (the phrases “beneficial ownership,” “beneficial owners” and “beneficially owned” as used being within
the meaning of Rule 13d-3 promulgated under the Exchange Act) of 30% or more of either (i) the then outstanding shares of Common Stock (the
“Qutstanding Common Stock™) or (ii) the combined voting power of the then outstanding voting securities of the Company entitled to vote generally in the
election of directors (the “Outstanding Voting Securities”); provided, however, that the following acquisitions shall not constitute a Change in Control:

(i) any acquisition directly from the Company, (ii) any acquisition by the Company or any of its subsidiaries, (iii) any acquisition by any employee benefit
plan
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(or related trust) sponsored or maintained by the Company or any of its subsidiaries, (iv) any acquisition by any corporation with respect to which,
following such acquisition, more than 75% of, respectively, the then outstanding shares of common stock of such corporation and the combined voting
power of the then outstanding voting securities of such corporation entitled to vote generally in the election of directors are then beneficially owned by all
or substantially all of the Persons who were the beneficial owners, respectively, of the Outstanding Common Stock and Outstanding Voting Securities
immediately prior to such acquisition in substantially the same proportions as their beneficial ownership, immediately prior to such acquisition, of the
Outstanding Common Stock and Outstanding Voting Securities, as the case may be; or

(ii) Individuals who, as of the Effective Date, constitute the Board of Directors of the Company (the “Incumbent Board”) cease for any reason to
constitute at least a majority of the Board of Directors; provided, however, that any individual who becomes a director subsequent to the Effective Date and
whose election, or whose nomination for election by the Company’s shareholders, to the Board of Directors was approved by a vote of at least a majority of
the directors then comprising the Incumbent Board shall be considered as though such individual were a member of the Incumbent Board, but excluding,
for this purpose, any such individual whose initial assumption of office occurs as a result of either an actual or threatened election contest (as such terms
are used in Rule 14a-11 of Regulation 14A promulgated under the Exchange Act), other actual or threatened solicitation of proxies or consents or an actual
or threatened tender offer; or

(iii) The occurrence of a reorganization, merger or consolidation approved by the shareholders of the Company, in each case, with respect to which
all or substantially all of the Persons who were the beneficial owners, respectively, of the Outstanding Common Stock and Outstanding Voting Securities
immediately prior to such reorganization, merger or consolidation do not, following such reorganization, merger or consolidation, beneficially own more
than 75% of, respectively, the then outstanding shares of common stock and the combined voting power of the then outstanding voting securities entitled to
vote generally in the election of directors, as the case may be, of the corporation resulting from such reorganization, merger or consolidation in
substantially the same proportions as their beneficial ownership, immediately prior to such reorganization, merger or consolidation, of the Outstanding
Common Stock and Outstanding Voting Securities, as the case may be; or

(iv) The occurrence of a (i) a complete liquidation or dissolution of the Company approved by the shareholders of the Company or (ii) the sale or
other disposition of all or substantially all of the assets of the Company approved by shareholders of the Company, other than to a corporation, with respect
to which following such sale or other disposition, more than 75% of, respectively, the then outstanding shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of such corporation entitled to vote generally in the election of directors is then
beneficially owned by all or substantially all of the Persons who were the beneficial owners, respectively, of the Outstanding Common Stock and
Outstanding Voting Securities immediately prior to such sale or other disposition in substantially the same proportion as their beneficial ownership,
immediately prior to such sale or other disposition, of the Outstanding Common Stock and Outstanding Voting Securities, as the case may be.

2.7 “Code” means the Internal Revenue Code of 1986, as amended from time to time. References to the Code shall include the valid and binding

governmental regulations, court decisions and other regulatory and judicial authority issued or rendered thereunder.

2.8 “Committee” means the Organization, Compensation and Nominating Committee of the Board, as specified in Article 3, appointed by the Board to

administer the Plan with respect to grants of Awards.

2.9 “Common Stock” means the common stock of the Company.
2.10 “Company” means Bassett Furniture Industries, Incorporated, a Virginia corporation, and any successor as provided in Article 20.

2.11 “Date of Grant” means (i) with respect to an Option or Stock Appreciation Right, the date on which the Committee completes the corporate action

necessary to create an offer of stock for sale to a Participant under the terms and conditions of, or to create a legally binding right constituting, the Option or Stock
Appreciation Right; and (ii) with respect to an Award other than an Option or Stock Appreciation Right, the date on which the Committee grants the Award. With
respect to any Award, the Committee may specify a future date on which the Award is to be granted or become effective.

2.12 “Director” means any individual who is a member of the Board of Directors of the Company.
2.13 “Director Award” means any Restricted Stock, or Restricted Stock Units awarded to an Outside Director under the Plan.

2.14 “Disability” means, as to an Incentive Stock Option, a Disability within the meaning of Section 22(e)(3) of the Code. With respect to an Award that

provides for a deferral of compensation within the meaning of Section 409A of the Code and that is payable
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under its terms on a Participant’s Disability, Disability means either (i) the Participant’s inability, as determined by the Committee, to engage in any substantial
gainful activity by reason of any medically determinable physical or mental impairment that can be expected to result in death or can be expected to last for a
continuous period of not less than 12 months, or (ii) a Participant’s receipt of long-term disability benefits under a long-term disability plan sponsored by the
Participant’s Employer for a period of 3 consecutive months by reason of a medically determinable physical or mental impairment that can be expected to result
in death or can be expected to last for a continuous period of not less than 12 months. As to all other Awards, Disability means “disability” as defined from time
to time under any long-term disability plan of the Participant’s Employer.

2.15 “Earnings Per Share” means “earnings per common share” of the Company determined in accordance with generally accepted accounting principles
that would be reported in the Company’s Annual Report to Shareholders.

2.16 “Effective Date” means January 20, 2010, subject to Section 1.1.

2.17 “Employer” means, with respect to a Participant who is a Key Employee, the Company or Subsidiary that employs the Participant and, with respect
to a Participant who is an Outside Consultant, the Company or the Subsidiary to which the Participant provides services.

2.18 “Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time, or any successor act.

2.19 “Fair Market Value” with respect to a share of the Company’s Common Stock at a particular time, shall be that value as determined by the
Committee which shall be (i) if such Common Stock is listed on a national securities exchange, on any given date, (A) the closing price per share of Common
Stock, as reported on the consolidated transaction reporting system for such exchange for that date, or if shares of Common Stock were not traded on such date,
on the next preceding day on which shares of Common Stock were traded, or (B) if the Common Stock is not reported on the consolidated transaction reporting
system for such exchange, the closing price at which the Common Stock shall have been sold regular way on a national securities exchange on said date, or, if no
sales occur on said date, then on the next preceding date on which there were such sales of Common Stock; or (ii) if the Common Stock shall not be listed on a
national securities exchange, the mean between the average high bid and low asked prices last reported for the over-the-counter market on said date or, if no bid
and asked prices are reported on said date, then on the next preceding date on which there were such quotations; or (iii) if at any time quotations for the Common
Stock shall not be reported for the over-the-counter market and the Common Stock shall not be listed on any national securities exchange, the fair market value
determined by the Committee using the reasonable application of a reasonable valuation method.

2.20 “Freestanding SAR” means an SAR that is granted independently of any Options.

2.21 “Incentive Stock Option” or “ISO” means an option to purchase Shares, granted under Article 6, and which is designated as an Incentive Stock
Option which is intended to meet the requirements of Section 422 of the Code.

2.22 “Insider” shall mean an individual who is, on the relevant date, an officer, director or ten percent (10%) beneficial owner of any class of the
Company’s equity securities that is registered pursuant to Section 12 of the Exchange Act, all as defined under Section 16 of the Exchange Act.

2.23 “Key Employee” means an employee of the Company or a Subsidiary, including an officer of the Company or a Subsidiary, in a managerial or other
important position who can make important contributions to the Company or a Subsidiary, all as determined by the Committee in its discretion.

2.24 “Named Executive Officer” means, for a calendar year, a Participant who is one of the group of “covered employees” for such calendar year within
the meaning of Code Section 162(m) or any successor statute.

2.25 “Net Income” means “net income” of the Company determined in accordance with generally accepted accounting principles that would be reported in
the Company’s Annual Report to Shareholders.

2.26 “Nonqualified Stock Option” or “NQSO” means an option to purchase Shares granted to Key Employees under Article 6, and which is not intended
to meet the requirements of Code Section 422.

2.27 “Operating Income” means the “operating income” of the Company determined in accordance with generally accepted accounting principles as
determined by the independent accountants regularly employed by the Company.
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2.28 “Operating Margin” means the “operating margin” of the Company determined in accordance with generally accepted accounting principles as
determined by the independent accountants regularly employed by the Company.

2.29 “Option” means an Incentive Stock Option or a Nonqualified Stock Option.
2.30 “Option Price” means the price at which a Share may be purchased by a Participant pursuant to an Option.

2.31 “Outside Consultant” means any third party consultant who is a natural person providing services to the Company or a Subsidiary to which the
Committee determines to make an Award under the Plan.

2.32 “Outside Director” means a member of the Board of Directors who is not an employee of the Company or a Subsidiary and who meets any other
qualifications that may be established by the Board to be treated as an Outside Director under the Plan.

2.33 “Participant” means a Key Employee, Outside Director, or to the extent permitted by the Plan, an Outside Consultant, who has outstanding an Award
granted under the Plan.

2.34 “Payment Shares” means an Award granted to a Participant pursuant to Article 8 (other than Restricted Stock) in lieu of cash compensation
otherwise payable to the Participant under the compensation plans and arrangements of the Company.

2.35 “Performance-Based Exception” means the performance-based exception set forth in Code Section 162(m)(4)(C) from the deductibility limitations
of Code Section 162(m).

2.36 “Performance Award” means an Award (other than an Option or SAR) designed to qualify for the Performance-Based Exception as set forth in
Article 11.

2.37 “Performance Share” means an Award granted to a Key Employee, as described in Article 10.

2.38 “Period of Restriction” means the period during which the transfer of Shares of Restricted Stock is limited in some way (based on the passage of
time, the achievement of performance goals, or upon the occurrence of other events as determined by the Committee, at its discretion), and the Shares are subject
to a substantial risk of forfeiture, as provided in Article 8.

2.39 “Qualifying Change in Control” means an event which meets the requirements for a Change in Control (as defined in Section 2.6) and which, in
addition, constitutes either a change in ownership of the Company (as described in paragraph (i)), a change in effective control of the Company (as described in
paragraph (ii), a change in ownership of substantially all of the Company’s assets (as described in paragraph (iii), or, with respect to a Participant, a change in
ownership of the Participant’s Employer (as described in paragraph (iv)):

(i) Any person or more than one person acting as a group acquires beneficial ownership of Common Stock that, together with the Common Stock
already held by such person or group, represents more than 50 percent of the total fair market value or voting power of Common Stock; provided, however,
that if any one person or more than one person acting as a group is considered to own more than 50 percent of the total fair market value or total voting
power of Common Stock, the acquisition of additional Common Stock by the same person or persons is not considered to cause a change in the ownership
of the Company for purposes of this paragraph (i) or a change in effective control of the Company for purposes of paragraph (ii);

(ii) (1) Any person or more than one person acting as a group acquires (or has acquired during the twelve-consecutive-month period ending on the
date of the most recent acquisition by such person or persons) beneficial ownership of Common Stock possessing 30 percent or more of the total voting
power of Common Stock; or (2) a majority of members of the Board is replaced during a twelve-consecutive-month period by directors whose appointment
or election is not endorsed by a majority of the members of the Board before the date of the appointment or election; provided, however, that if any one
person or more than one person acting as a group is considered to effectively control the Company for purposes of this paragraph (ii), the acquisition of
additional Common Stock by the same person or persons is not considered to cause a change in the effective control for purposes of this paragraph (ii) or to
cause a change in ownership of the Company for purposes of subsection (i); or

(iii) any person or more than one person acting as a group acquires (or has acquired during the twelve-consecutive-month period ending on the date
of the most recent acquisition by such person or group) assets from the Company having a total gross fair market value equal to 80 percent or more of the
total gross fair market value of all of the assets of the Company immediately prior to such acquisition or acquisitions; provided that a transfer of assets by
the Company is not treated as a change in the
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ownership of such assets if the assets are transferred to (I) a shareholder of the Company immediately before the asset transfer in exchange for or with
respect to Company stock; (II) an entity, 50 percent or more of the total fair market value or total voting power of which is owned, directly or indirectly by
the Company; (IIT) a person or more than one person acting as a group that owns, directly or indirectly, 50 percent or more of the total fair market value or
total voting power of all outstanding Company stock; or (IV) an entity, at least 50 percent of the total fair market value or total voting power of which is
owned, directly or indirectly, by a person described in (III) above. Except as otherwise provided in this paragraph (iii), a person’s status is determined
immediately after the transfer of the assets. For purposes of this paragraph (iii), “gross fair market value” means the value of the assets of the Company, or
the value of the assets being disposed of, determined without regard to any liabilities associated with such assets.

(iv) Any person or more than one person acting as a group acquires beneficial ownership of stock of the Employer that, together with the Employer
stock already held by such person or group, represents more than 50 percent of the total voting power of the Employer stock; provided, however, that if any
one person or more than one person acting as a group is considered to own more than 50 percent of the total fair market value or total voting power of the
Employer stock, the acquisition of additional Employer stock by the same person or persons is not considered to cause a change in the ownership of the
Employer for purposes of this paragraph (iii).

For purposes of this Section 2.39, the term “group” shall have the meaning provided in U.S. Treasury Regulation 1.409A-3(i)(5)(v)(B), (vi)(D) or (vii)(C), as
applicable. The term “beneficial ownership” shall have the meaning provided in U.S. Treasury Regulation 1.409A-3(i)(5)(v)(iii). Notwithstanding anything in this
Section 2.39 to the contrary, an event which does not constitute a change in the ownership of the Company, a change in the effective control of the Company, a
change in the ownership of substantially all of the Company’s assets or, with respect to a Participant, a change in the ownership of the Participant’s Employer,
each as defined in U.S. Treasury Regulation 1.409A-3(i)(5), shall not constitute a Qualifying Change in Control for purposes of this Plan.

2.40 “Restricted Stock” means an Award granted to a Participant pursuant to Article 8 (other than Payment Shares).
2.41 “Restricted Stock Unit” means an Award granted to a Participant pursuant to Article 9.

2.42 “Return on Assets” means “return on average assets” of the Company determined in accordance with generally accepted accounting principles that
would be reported in the Company’s Annual Report to Shareholders.

2.43 “Return on Equity” means “return on average common shareholders’ equity” of the Company determined in accordance with generally accepted
accounting principles that would be reported in the Company’s Annual Report to Shareholders.

2.44 “Revenues” means the “revenues” of the Company determined in accordance with generally accepted accounting principles that would be reported in
the Company’s Annual Report to Shareholders.

2.45 “Separation from Service” means a Participant’s termination of employment or other separation from service (within the meaning of U.S. Treasury
Regulation 1.409A-1(h), applying the default terms thereof) with the Participant’s Employer and all other persons that would be treated as a single employer with
the Participant’s Employer under Sections 414(b) or (c) of the Code; provided that, in applying Sections 1563(a)(1), (2) and (3) of the Code for purposes of
determining a controlled group of corporations, or in applying U.S. Treasury Regulation 1.414(c)-2 for purposes of determining trades or businesses under
common control, the phrase “at least 50%” shall replace the phrase “at least 80%” each time it appears in those sections.

2.46 “Shares” means the shares of Common Stock of the Company.

2.47 “Stock Appreciation Right” or “SAR” means an Award, granted alone or in connection with a related Option, designated as an SAR, pursuant to the
terms of Article 7.

2.48 “Subsidiary” means, (i) for purposes of determining eligibility to receive an Incentive Stock Option, any “subsidiary corporation” with respect to the
Company within the meaning of Code Section 424(f); (ii) for purposes of determining eligibility to receive a Nonstatutory Stock Option or Stock Appreciation
Right, any corporation or other entity in a chain of corporations or other entities in which each corporation or other entity has a controlling interest (within the
meaning of U.S. Treasury Regulations section 1.409A-1(b)(5)(E)(1) (or any successor provision)) in another corporation or other entity in the chain, beginning
with a corporation or other entity in which the Company has a controlling interest; and (iii) for all other purposes, any corporation, partnership, joint venture,
affiliate, or other entity in which the Company has an ownership interest, and which the Committee designates as a participating entity in the Plan.
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2.49 “Tandem SAR” means an SAR that is granted in connection with a related Option, the exercise of which shall require forfeiture of the right to
purchase a Share under the related Option (and when a Share is purchased under the Option, the Tandem SAR shall similarly be canceled).

2.50 “Ten Percent Shareholder” means a person who owns, directly or indirectly, stock possessing more than ten percent of the total combined voting
power of all classes of stock of the Company or any Subsidiary. Indirect ownership of stock shall be determined in accordance with Code Section 424(d).

2.51 “Total Shareholder Return” means the percentage change in value of an initial investment in Shares over a specified period assuming reinvestment
of all dividends during the period.

Article 3. Administration

3.1 The Committee. The Plan shall be administered by the Organization, Compensation and Nominating Committee of the Board or by any other
Committee appointed by the Board consisting of not less than two (2) Directors. The members of the Committee shall be appointed from time to time by, and
shall serve at the discretion of, the Board of Directors. Each of the members of the Committee shall be a “Non-Employee Director” within the meaning of Rule
16b-3 under the Exchange Act. In addition, any action taken for purposes of meeting the Performance-Based Exception shall be taken by the Committee only if
all of the members of the Committee are “outside directors” within the meaning of Code Section 162(m). If all of the members of the Committee are not “outside
directors”, such action shall be taken by a subcommittee of the Committee comprised of at least two (2) members who are “outside directors.” In addition, during
any period in which the Common Stock is listed on a national securities exchange, all of the members of the Committee shall be “independent” directors within
the meaning of the listing standards of the exchange. If any of the members of the Committee is not “independent,” the remaining members of the Committee
who are “independent” shall form a subcommittee for purposes of taking any action under the Plan.

3.2 Authority of the Committee. Except as limited by law, or by the Articles of Incorporation or Bylaws of the Company, and subject to the provisions,
the Committee shall have full power to select Key Employees and Outside Consultants who shall participate in the Plan; determine the sizes and types of Awards;
determine the terms and provisions of Awards in a manner consistent with the Plan; construe and interpret the Plan and any agreement or instrument entered into
under the Plan; establish, amend, or waive rules and regulations for the Plan’s administration; determine whether a Participant has experienced a Disability; and
(subject to the provisions of Article 17), amend the terms and provisions of any outstanding Award to the extent such terms and provisions are within the
discretion of the Committee as provided in the Plan. Further, the Committee shall make all other determinations which may be necessary or advisable for the
administration of the Plan. The Committee may delegate the administration of the Plan to an officer or officers of the Company. To the extent not prohibited by
Virginia corporations law or the articles and bylaws of the Company, the Committee may delegate any portion of its authority under the Plan to make Awards to
an executive officer or officers of the Company, subject to any conditions that the Committee may establish (including but not limited to conditions on such
officer’s ability to make awards to “executive officers” within the meaning of Section 16 of the Exchange Act or to Named Executive Officers).

3.3 Decisions Binding. All determinations and decisions made by the Committee pursuant to the provisions of the Plan and all related orders and
resolutions of the Board shall be final, conclusive and binding on all persons, including the Company, its shareholders, employees, Participants, and their estates
and beneficiaries.

Article 4. Shares Subject to the Plan

4.1 Number of Shares Available for Grants. Subject to the provisions of this Article 4, the maximum number of Shares that may be delivered to
Participants (or their beneficiaries) under the Plan shall equal the sum of:

(i)  Five Hundred Thousand (500,000); plus

(ii) up to Five Hundred Thousand (500,000) Shares that are represented by any awards granted under the Employee Stock Plan (1997) of the Company
which are outstanding immediately prior to the Effective Date and which on or after the Effective Date are forfeited, expire or are canceled without
the delivery of Shares or which result in the forfeiture of Shares back to the Company.

Any Shares covered by an Award (or portion of an Award) granted under the Plan which is forfeited, is canceled, or expires shall be deemed to not have
been delivered for purposes of determining the maximum number of Shares available for delivery under the Plan. The Committee is expressly authorized to make
an Award to a Participant conditioned upon the surrender for cancellation of an
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Option granted under an existing Award, provided that, without prior shareholder approval, the Committee is expressly prohibited from repricing an Option or
SAR if the exercise price of the new Option or SAR would be less than the exercise price of the Option or SAR under the existing Award surrendered for
cancellation. Any shares of Common Stock tendered or exchanged by a Participant as full or partial payment to the Company of the exercise price under an
Option and any shares retained or withheld in satisfaction of a Participant’s obligations to pay Applicable Withholding Taxes with respect to any Award shall not
be available for issuance, subjected to new awards or otherwise used to increase the share reserve under the Plan. The cash proceeds from Option exercises shall
not be used to repurchase shares on the open market for reuse under the Plan. Reload Options issued on the exercise of an Option or otherwise are expressly
prohibited. Shares issued under the Plan through the settlement, assumption or substitution of outstanding awards or obligations to grant future awards as a
condition to the Company acquiring another entity shall not reduce the maximum number of Shares available for delivery under the Plan.

Notwithstanding any provision of this Plan to the contrary, the following additional limits shall apply:
(i) No more than One Million (1,000,000) Shares may cover Incentive Stock Options granted under the Plan.

(i) The maximum number of Shares that may be covered by Awards to an individual Participant shall not exceed Three Hundred Thousand
(300,000) during any three (3) consecutive calendar years. The maximum amount of cash that may be paid to any individual Participant under any
Award under the Plan shall not exceed One Million dollars ($1,000,000) during any three (3) consecutive calendar years.

(iii) No more than Three Hundred Thirty Three Thousand (330,000) shares may be issued as Restricted Stock, Payment Shares, or Performance Shares or
under Restricted Stock Units, provided that any shares of Restricted Stock or Performance Shares that are forfeited shall not count against this limit.

The number of Shares reserved for grants of Awards and the limits on such Awards under this Section 4.1 shall be subject to adjustment as provided in
Section 4.2.

4.2 Adjustments in Authorized Shares. In the event of any change in corporate capitalization, such as a stock split, or a corporate transaction, such as any
merger, consolidation, separation, including a spin-off, or other distribution of stock or property of the Company, any reorganization (whether or not such
reorganization comes within the definition of such term in Section 368 of the Code) or any partial or complete liquidation of the Company, such adjustment shall
be made in (i) the number and class of Shares which may be delivered under the Plan under Section 4.1, (ii) the maximum number of Shares that can be granted
as Incentive Stock Options, awarded to an individual Participant during any three (3) consecutive calendar years, or issued as Restricted Stock, Payment Shares,
or Performance Shares or under Restricted Stock Units under Section 4.1, (iii) the limit on Payment Shares under Section 8.1, (iv) the limit on Restricted Stock
under Section 8.3 and Section 9.2, (v) the minimum option prices under Section 6.3, and (vi) in the number and class of and/or price of Shares subject to
outstanding Awards granted under the Plan, as may be determined to be appropriate and equitable by the Committee, in its sole discretion, to prevent dilution or
enlargement of rights; provided, however, that the number of Shares subject to any Award shall always be a whole number.

4.3 Adjustments in Awards. If the Company is a party to a consolidation or a merger in which the Company is not the surviving corporation, a transaction
that results in the acquisition of substantially all of the Company’s outstanding stock by a single person or entity, or a sale or transfer of substantially all of the
Company’s assets (a “Corporate Event”), then the Committee may take any actions with respect to outstanding Awards as the Committee deems appropriate;
provided, however, the Committee may not accelerate the time or schedule of any payment of any Award that is subject to Section 409A of the Code, or take any
other action to cause such an award to violate Section 409A of the Code, without the Participant’s consent.

Article 5. Eligibility and Participation

5.1 Eligibility. Persons eligible to participate in this Plan are all Key Employees of the Company, as determined by the Committee, including Key
Employees who are Directors, but excluding Directors who are not Key Employees. Outside Directors and any Outside Consultants selected by the Committee
may participate to the extent specifically provided under the Plan.

5.2 Actual Participation. Subject to the provisions of the Plan, the Committee may, from time to time, select from all eligible Key Employees and any
Outside Consultants those to whom Awards shall be granted and shall determine the nature and amount of each Award.
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Article 6. Stock Options

6.1 Grant of Options. Subject to the terms and provisions of the Plan, Options may be granted to Key Employees in such number, and upon such terms,
and at any time and from time to time as shall be determined by the Committee. The Committee may establish policies with respect to the time when Option
grants are to be made.

6.2 Award Agreement. Each Option grant shall be evidenced by an Award Agreement that shall specify the Option Price, the duration of the Option, the
number of Shares to which the Option pertains, and such other provisions as the Committee shall determine. The Award Agreement also shall specify whether the
Option is intended to be an ISO or an NQSO.

6.3 Option Price. The Committee shall determine the Option Price for each grant of an Option under this Plan. The Option Price shall be set on the Date of
Grant and shall be included in the applicable Award Agreement. The Option Price shall not be less than 100% of the Fair Market Value of a Share on the Date of
Grant (110% if the award is an Incentive Stock Option and the Participant receiving the award is a Ten Percent Shareholder).

6.4 Duration of Options. Each Option shall expire at such time as the Committee shall determine at the time of grant; provided, however, that no Option
shall be exercisable later than the tenth (10th) anniversary date of its grant. No Incentive Stock Option may be exercised after the first to occur of (i) ten years
from the Date of Grant (five years if the Participant receiving the award is a Ten Percent Shareholder), (ii) three months following the date of the Participant’s
retirement or termination of employment with the Company and all Subsidiaries for reasons other than Disability or death, or (iii) one year following the date of
the Participant’s termination of employment on account of Disability or death.

6.5 Exercise of Options. Options granted under this Article 6 shall be exercisable at such times and be subject to such restrictions and conditions as the
Committee shall in each instance approve and which shall be set forth in the applicable Award Agreement, which need not be the same for each grant or for each
Participant.

6.6 Payment. Options shall be exercised by the delivery of a written notice of exercise to the Company, setting forth the number of Shares with respect to
which the Option is to be exercised, accompanied by full payment for the Shares.

The Option Price upon exercise of any Option shall be payable to the Company in full in cash or its equivalent. In addition, if the terms of the Award
permit, the Participant may (a) tender (either actually or by attestation) previously acquired Shares having an aggregate Fair Market Value at the time of exercise
equal to the total Option Price, (b) authorize a broker-assisted cashless exercise, subject to applicable law, (c) elect a cashless exercise with the Company, (d) by
any combination of these methods, or (e) by any other means which the Committee determines to be consistent with the Plan’s purpose and applicable law.

As soon as practicable after receipt of a written notification of exercise and full payment, the Company shall deliver to the Participant, in the Participant’s
name, Share certificates in an appropriate amount based upon the number of Shares purchased under the Option(s).

6.7 Restrictions on Share Transferability. The Committee may impose such restrictions on any Shares acquired pursuant to the exercise of an Option
granted under this Article 6 as it may deem advisable, including, without limitation, restrictions under applicable Federal securities laws, under the requirements
of any stock exchange or market upon which such Shares are then listed and/or traded, and under any blue sky or state securities laws applicable to such Shares.

6.8 Termination of Employment. Each Participant’s Option Award Agreement shall set forth the extent to which the Participant shall have the right to
exercise the Option following termination of the Participant’s employment with or separation from service from the Company and its Subsidiaries. Such
provisions shall be determined in the sole discretion of the Committee, shall be included in the Award Agreement entered into with Participants, need not be
uniform among all Options issued pursuant to this Article 6, may reflect distinctions based on the reasons for termination of employment or separation from
service and may include provisions relating to the Participant’s competition with the Company after termination of employment or separation from service. In that
regard, if an Award Agreement permits exercise of an Option following the death of the Participant, the Award Agreement shall provide that such Option shall be
exercisable to the extent provided therein by any person that may be empowered to do so under the Participant’s will, or if the Participant shall fail to make a
testamentary disposition of the Option or shall have died intestate, by the Participant’s executor or other legal representative.

A-8



6.9 Nontransferability of Options.

(@) Incentive Stock Options. No ISO may be sold, transferred, pledged, assigned, or otherwise alienated or hypothecated, other than by will or by the
laws of descent and distribution. Further, all ISOs granted to a Participant under the Plan shall be exercisable during his or her lifetime only by such
Participant.

(b) Nongqualified Stock Options. Except as otherwise provided in a Participant’s Award Agreement, no NQSO may be sold, transferred, pledged,
assigned, or otherwise alienated or hypothecated, other than by will or by the laws of descent and distribution. Further, except as otherwise provided
in a Participant’s Award Agreement, all NQSOs granted to a Participant shall be exercisable during his or her lifetime only by such Participant.

6.10 No Rights. A Participant granted an Option shall have no rights as a shareholder of the Company with respect to the Shares covered by such Option
except to the extent that Shares are issued to the Participant upon the due exercise of the Option.

6.11 Limit on Modification. No modification (within the meaning of U.S. Treasury Regulation 1.409A-1(b)(5)(v)(B)) shall be made with respect to any
Option if the modification would result in the Option constituting a deferral of compensation, and no extension (within the meaning of U.S. Treasury Regulation
1.409A-1(b)(5)(v)(C)) shall be made with respect to any Option if the extension would result in the Option having an additional deferral feature from the Date of
Grant, in each case without the Participant’s consent.

6.12. $100,000 Limitation on ISOs. Options that are intended to qualify as Incentive Stock Options shall, by their terms, be exercisable in any calendar
year only to the extent that the aggregate Fair Market Value (determined as of the Date of Grant) of the Common Stock with respect to which Incentive Stock
Options are exercisable for the first time during the calendar year does not exceed $100,000 (the “Limitation Amount”). Incentive Stock Options granted under
the Plan and all other plans of the Company and all Subsidiaries shall be aggregated for purposes of determining whether the Limitation Amount has been
exceeded. The Committee may impose any conditions as it deems appropriate on an Incentive Stock Option to ensure that the foregoing requirement is met. If
Incentive Stock Options that first become exercisable in a calendar year exceed the Limitation Amount, the excess Options shall be treated as Nonstatutory Stock
Options to the extent permitted by law.

Article 7. Stock Appreciation Rights

7.1 Grant of SARs. Subject to the terms and provisions of the Plan, SARs may be granted to Key Employees at any time and from time to time as shall be
determined by the Committee. The Committee may grant Freestanding SARs, Tandem SARs, or any combination of these forms of SAR.

The Committee shall have complete discretion in determining the number of Shares covered by SARs granted hereunder (subject to Article 4) and,
consistent with the provisions of the Plan, in determining the terms and provisions pertaining to such SARs. The number of Shares covered by a Freestanding
SAR shall be counted against the number of Shares available for grants of Awards under Section 4.1, but the number of Shares covered by a Tandem SAR shall
not be so counted.

The grant price of a Freestanding SAR shall not be less than 100% of the Fair Market Value of a Share on the Date of Grant of the SAR. The grant price of
Tandem SARs shall equal the Option Price of the related Option. A Tandem SAR must have the same Date of Grant as the Option to which it relates.

7.2 Exercise of Tandem SARs. Tandem SARs may be exercised for all or part of the Shares subject to the related Option upon the surrender of the right to
exercise the equivalent portion of the related Option. A Tandem SAR may be exercised only with respect to the Shares for which its related Option is then
exercisable.

Notwithstanding any other provision of this Plan to the contrary, with respect to a Tandem SAR granted in connection with an Option: (i) the Tandem SAR
will expire no later than the expiration of the underlying Option; (ii) the value of the payout with respect to the Tandem SAR may be for no more than one
hundred percent (100%) of the difference between the Option Price of the underlying Option and the Fair Market Value of the Shares subject to the underlying
Option at the time the Tandem SAR is exercised; and (iii) the Tandem SAR may be exercised only when the Fair Market Value of the Shares subject to the Option
exceeds the Option Price of the Option.

7.3 Exercise of Freestanding SARs. Freestanding SARs may be exercised upon whatever terms and provisions the Committee, in its sole discretion,
imposes upon them.
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7.4 SAR Agreement. Each SAR grant shall be evidenced by an Award Agreement that shall specify the grant price, the term of the SAR, and such other
provisions as the Committee shall determine.

7.5 Term of SARs. The term of an SAR granted under the Plan shall be determined by the Committee, in its sole discretion; provided, however, that such
term shall not exceed ten (10) years.

7.6 Payment of SAR Amount. Upon exercise of an SAR, a Participant shall be entitled to receive payment from the Company in an amount determined by
multiplying:

(a)  The difference between the Fair Market Value of a Share on the date of exercise over the grant price; by

(b)  The number of Shares with respect to which the SAR is exercised.

In the Award, the Committee may limit the amount that the Participant will be entitled to receive upon exercise of an SAR. At the discretion of the
Committee, the payment upon SAR exercise may be in cash, in Shares of equivalent value, or in some combination thereof; provided, however, that from and
after the date of a Change in Control, the exercise of an SAR may be settled only in cash.

7.7 Rule 16b-3 Requirements. Notwithstanding any other provision of the Plan, the Committee may impose such conditions on exercise of an SAR
(including, without limitation, the right of the Committee to limit the time of exercise to specified periods) as may be required to satisfy the requirements of
Section 16 (or any successor provision) of the Exchange Act.

7.8 Termination of Employment. Each SAR Award Agreement shall set forth the extent to which the Participant shall have the right to exercise the SAR
following termination of the Participant’s employment with or separation from service from the Company and its Subsidiaries. Such provisions shall be
determined in the sole discretion of the Committee, shall be included in the Award Agreement entered into with Participants, need not be uniform among all SARs
, and may reflect distinctions based on the reasons for termination of employment or separation from service. In that regard, if an Award Agreement permits
exercise of an SAR following the death of the Participant, the Award Agreement shall provide that such SAR shall be exercisable to the extent provided therein
by any person that may be empowered to do so under the Participant’s will, or if the Participant shall fail to make a testamentary disposition of the SAR or shall
have died intestate, by the Participant’s executor or other legal representative.

7.9 Nontransferability of SARs. Except as otherwise provided in a Participant’s Award Agreement, no SAR granted under the Plan may be sold,
transferred, pledged, assigned, or otherwise alienated or hypothecated, other than by will or by the laws of descent and distribution. Further, except as otherwise
provided in a Participant’s Award Agreement, all SARs granted to a Participant under the Plan shall be exercisable during his or her lifetime only by such
Participant.

7.10 No Rights. A Participant granted an SAR shall have no rights as a shareholder of the Company with respect to the Shares covered by such SAR
except to the extent that Shares are issued to the Participant upon the due exercise of the SAR.

7.11 Limit on Modification. No modification (within the meaning of U.S. Treasury Regulation 1.409A-1(b)(5)(v)(B)) shall be made with respect to any
SAR if the modification would result in the SAR constituting a deferral of compensation, and no extension (within the meaning of U.S. Treasury Regulation
1.409A-1(b)(5)(v)(C)) shall be made with respect to any SAR if the extension would result in the SAR having an additional deferral feature from the Date of
Grant, in each case without the Participant’s consent.

Article 8. Payment Shares and Restricted Stock

8.1 Payment Shares. The Committee may, at any time and from time to time in its sole and exclusive discretion, grant to a Key Employee Payment Shares
in lieu of cash compensation otherwise payable to the Participant under any compensation plans or arrangements of the Company, which such Payment Shares
shall have an aggregate Fair Market Value on the Date of Grant equal to the amount of the cash compensation otherwise payable to the Participant. No more than
Fifty Thousand (50,000) shares may be granted as Payment Shares to Key Employees during the term of the Plan.

8.2 Grant of Restricted Stock. Subject to the terms and provisions of the Plan, the Committee, at any time and from time to time, may grant Shares of
Restricted Stock to eligible Key Employees or Outside Consultants in such amounts as the Committee shall determine.
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8.3 Restricted Stock Award Agreement. Each Restricted Stock grant shall be evidenced by a Restricted Stock Award Agreement that shall specify the
Period of Restriction, or Periods, the number of Shares of Restricted Stock granted, and such other provisions as the Committee shall determine. Restrictions
conditioned on employment and the passage of time shall not expire less than three years from the Date of Grant of the Restricted Stock except that up to Fifty
Thousand (50,000) shares may be granted to Key Employees or Outside Consultants as shares of Restricted Stock with a restriction of no less than one year.
Restrictions conditioned on the achievement of performance measures or other performance conditions shall not expire less than one year from the Date of Grant.
Notwithstanding the foregoing, the Committee may in its discretion, and without limitation, provide that restrictions will expire as a result of the Disability, death
or retirement of the Participant or the occurrence of a Change in Control. The terms and conditions of an award of Restricted Stock may be designed to qualify for
the Performance-Based Exception, which shall be governed by the provisions of Article 11.

8.4 Transferability. Except as provided in this Article 8, the Shares of Restricted Stock granted may not be sold, transferred, pledged, assigned, or
otherwise alienated or hypothecated until the end of the applicable Period of Restriction established by the Committee and specified in the Restricted Stock
Award Agreement, or upon earlier satisfaction of any other conditions, as specified by the Committee in its sole discretion and set forth in the Award Agreement.

8.5 Other Restrictions. The Committee may impose such other conditions and/or restrictions on any Shares of Restricted Stock as it may deem advisable
including, without limitation, provisions intended to qualify for the Performance-Based Exception, restrictions based upon the achievement of specific
performance goals (Company-wide, divisional, and/or individual), time-based restrictions on vesting following the attainment of the performance goals, and/or
restrictions under applicable Federal or state securities laws.

The Company shall retain any certificates representing Shares of Restricted Stock in the Company’s possession until such time as all conditions and/or
restrictions applicable to such Shares have been satisfied and may issue Shares in uncertificated form.

Except as otherwise provided in this Article 8 or in the applicable Award Agreement, Shares of Restricted Stock covered by each Restricted Stock grant
made under the Plan shall become freely transferable by the Participant after the last day of the Period of Restriction.

8.6 Voting Rights. During the Period of Restriction, Participants holding Shares of Restricted Stock granted hereunder may exercise full voting rights with
respect to those Shares.

8.7 Dividends and Other Distributions. During the Period of Restriction, Participants holding Shares of Restricted Stock granted hereunder may or may
not be credited with regular cash dividends paid with respect to the underlying Shares while they are so held. Unless otherwise provided in the Participant’s
Award Agreement, dividends or other distributions payable to the Participant with respect to an award of Restricted Stock shall be paid at the same time such
dividends or other distributions are paid to other shareholders of record. In the event that any dividend constitutes a “derivative security” or an “equity security”
pursuant to Rule 16(a) under the Exchange Act, such dividend shall be subject to a vesting period equal to the remaining vesting period of the Shares of
Restricted Stock with respect to which the dividend is paid.

8.8 Termination of Employment. Each Restricted Stock Award Agreement shall set forth the extent to which the Participant shall have the right to receive
payment of unvested Restricted Stock upon his or her death, Disability, other termination of employment or separation from service with the Company and its
Subsidiaries or upon a Change of Control or Qualifying Change of Control during the Restriction Period. In the absence of any such provision with respect to a
particular event the unvested Restricted Stock shall be deemed to be forfeited upon such event. Such provisions shall be determined in the sole discretion of the
Committee, shall be included in the Award Agreement entered into with Participants, need not be uniform among all Restricted Stock, and may reflect
distinctions based on the reasons for the termination of employment or other separation from service.

Article 9. Restricted Stock Units

9.1 Grant of Restricted Stock Units. Subject to the terms and provisions of the Plan, the Committee, at any time and from time to time, may grant
Restricted Stock Units to eligible Key Employees or Outside Consultants in such amounts as the Committee shall determine.

9.2 Restricted Stock Unit Award Agreement. Each Restricted Stock Unit grant shall be evidenced by a Restricted Stock Unit Award Agreement that shall
specify the vesting conditions with respect to the Award, the number of Restricted Stock Units granted, and such other provisions as the Committee shall
determine. Vesting shall be conditioned on continued employment and the passage of time and the minimum vesting period shall be three years from the Date of
Grant of the Restricted Stock Unit except that up to Fifty Thousand (50,000) shares may be granted to Key Employees or Outside Consultants as Restricted Stock
Units with a vesting period of

A-11



no less than one year from the Date of Grant. Notwithstanding the foregoing, the Committee may in its discretion, and without limitation, provide that vesting
will accelerate on a full or pro-rata basis as a result of the Disability, death or retirement of the Participant or the occurrence of a Change in Control during the
vesting period. Restricted Stock Units that are granted subject to the satisfaction of performance conditions shall be granted as Performance Shares subject to the
requirements of Section 10 below.

9.3 Transferability. A Participant’s interest in Restricted Stock Units may not be sold, transferred, pledged, assigned, or otherwise alienated or
hypothecated.

9.4 Voting Rights. During the Period of Restriction, Participants holding Restricted Stock Units shall have no voting rights with respect to the Restricted
Stock Units.

9.5 Dividends and Other Distributions. The Committee may, in its discretion, provide that a Participant shall be entitled to receive dividend equivalents
on outstanding Restricted Stock Units. Dividend equivalents may be (i) paid in cash, (ii) credited to the Participant as additional Restricted Stock Units, or (iii) a
fixed combination of cash and additional Restricted Stock Units as provided in the Award, or the Committee may reserve the right to determine the manner of
payment at the time dividends are paid to shareholders of record. Unless otherwise provided in the Award Agreement, (i) dividend equivalents with respect to
dividends or other distributions that are paid in shares of Company Stock shall be credited to the Participant as additional Restricted Stock Units subject to the
same restrictions as the Restricted Stock Units with respect to which the dividend equivalents are paid, and (ii) dividend equivalents with respect to dividends or
other distributions that are paid in cash shall be paid at the same time and under the same conditions as such dividends or other distributions are paid to the
shareholders of record of Common Stock.

9.6 Payment of Restricted Stock Units. Restricted Stock Units may be paid in cash, Shares, or a fixed combination of Shares or cash as provided in the
Award Agreement, or the Committee may reserve the right to determine the manner of payment at the time the Restricted Stock Units become payable. The
delivery of Shares in payment of Restricted Stock Units may be subject to additional conditions established in the Award Agreement.

9.7 Termination of Employment. Each Restricted Stock Unit Award Agreement shall set forth the extent to which the Participant shall have the right to
receive payment of unvested Restricted Stock Units upon his or her death, Disability, other termination of employment or separation from service with the
Company and its Subsidiaries or upon a Change of Control or Qualifying Change of Control during the vesting period. In the absence of any such provision with
respect to a particular event the unvested Restricted Stock Units shall be deemed to be forfeited upon such event. Such provisions shall be determined in the sole
discretion of the Committee, shall be included in the Award Agreement entered into with Participants, need not be uniform among all Restricted Stock Units, and
may reflect distinctions based on the reasons for the termination of employment or other separation from service.

Article 10. Performance Shares

10.1 Grant of Performance Shares. Subject to the terms and provisions of the Plan, Performance Shares may be granted to eligible Key Employees in
such amount and upon such terms, and at such time(s), as shall be determined by the Committee. The number and/or vesting of Performance Shares granted, in
the Committee’s discretion, shall be contingent upon the degree of attainment of specified performance goals or other conditions over a specified period of at least
twelve consecutive calendar months in duration. The terms and provisions of an Award of Performance Shares shall be evidenced by an appropriate Award
Agreement. The terms and conditions of an award of Performance Shares may be designed to qualify for the Performance-Based Exception, which shall be
governed by the provisions of Article 11. The Committee may impose such other conditions and/or restrictions on any Performance Shares as it may deem
advisable including, without limitation, time-based restrictions on vesting following the attainment of the performance goals. Performance Shares shall not have
any voting rights.

10.2 Value of Performance Shares. The value of a Performance Share at any time shall equal the Fair Market Value of a Share at such time.

10.3 Form and Timing of Payment of Performance Shares. The Committee shall determine the number of Performance Shares as to which the
Participant has earned a right to be paid pursuant to the terms of the applicable Award Agreement. The Committee shall pay any earned Performance Shares as
soon as practicable after they are earned in the form of cash, Shares or a combination thereof (as determined by the Committee) having an aggregate Fair Market
Value equal to the value of the earned Performance Shares as of the date they are earned. Any Shares used to pay out earned Performance Shares may be granted
subject to any restrictions deemed appropriate by the Committee.
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10.4 Dividend Equivalents. The Committee may provide in a Participant’s Performance Share Award Agreement for the crediting of dividend equivalents
with respect to the Shares underlying the Award in the event any regular cash dividends are paid during the performance period on Shares generally. Any
dividends equivalents so credited to the Participant with respect to an Award of Performance Shares shall be accounted for in an unfunded bookkeeping account
of the Company and paid to the Participant if and when the Performance Shares are earned, at the same time such Performance Shares are paid and subject to the
same conditions that govern the payment of the Performance Shares. If the Performance Shares or any portion thereof are forfeited or otherwise fail to be earned
then any dividend equivalents credited with respect to the Award shall be forfeited as well and to the same extent. The Participant shall have not have any right to
the amounts credited to him in any bookkeeping account established by the Company other than the contractual right as a general unsecured creditor conferred by
the Performance Share Award Agreement and this Plan. To the extent any deferred dividend payment arrangement described herein is subject to Section 409A of
the Code, it shall be structured in the Participant’s Performance Share Award Agreement so as to comply with Section 409A of the Code. In the event that any
dividend constitutes a “derivative security” or an “equity security” pursuant to Rule 16(a) under the Exchange Act, such dividend shall be subject to the same
performance conditions as the related Performance Shares.

10.5 Termination of Employment. Each Performance Share Award Agreement shall set forth the extent to which the Participant shall have the right to
receive payment of unearned or unvested Performance Shares upon his or her death, Disability, other termination of employment or separation from service with
the Company and its Subsidiaries or upon a Change of Control or Qualifying Change of Control during the performance period or other vesting period. In the
absence of any such provision with respect to a particular event the unearned or unvested Performance Shares shall be deemed to be forfeited upon such event.
Such provisions shall be determined in the sole discretion of the Committee, shall be included in the Award Agreement entered into with Participants, need not be
uniform among all Performance Shares, and may reflect distinctions based on the reasons for the termination of employment or other separation from service.

10.6 Nontransferability. Except as otherwise provided in a Participant’s Award Agreement, Performance Shares may not be sold, transferred, pledged,
assigned, or otherwise alienated or hypothecated, other than by will or by the laws of descent and distribution. Further, except as otherwise provided in a
Participant’s Award Agreement, a Participant’s rights under the Plan shall be exercisable during the Participant’s lifetime only by the Participant.

Article 11. Performance-Based Exception

11.1 Awards For Performance-Based Exception. Each Award (other than Options or SARs) made to a Named Executive Officer that is designed to
qualify for the Performance-Based Exception (a “Performance Award”) shall contain the performance goals for the award, including the performance measures
from Section 11.2, the target and maximum amounts payable and any other terms and conditions as are applicable to the Award. The terms of a Performance
Award may be set in an annual or long-term bonus plan or other similar document. Each Performance Award shall be granted and administered to comply with the
requirements of Section 162(m) of the Code.

11.2 Performance Measures. The performance measure(s) to be used for purposes of Performance Awards which are designed to qualify for the
Performance-Based Exception shall be chosen from among the following alternatives:

(a) Cash Flow from Operations;

(b) Earnings Per Share;

(c) Net Income;

(d) Operating Income;

(e)  Operating Margin;

(f)  Return On Assets;

(g) Return On Equity;

(h) Revenues; and/or

(i)  Total Shareholder Return.
Performance measures may be based on the performance of the Company, any Subsidiary, division, business unit thereof, or any individual, either on an operating

or GAAP basis where applicable, including or excluding nonrecurring or extraordinary items where applicable, and including measuring the performance of any
of the above relative to a defined peer group of companies or an index or, where applicable, on a per-share basis.
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11.3 Administration of Performance Awards. Any Performance Award shall be made not later than 90 days after the start of the period for which the
Performance Award relates and shall be made prior to the completion of 25% of the period. All determinations regarding the achievement of any performance
goals will be made by the Committee. The Committee may not increase during an applicable performance period the amount of cash or Common Stock that
would otherwise be payable upon achievement of the performance goal or goals but may reduce or eliminate the payments as provided in the Performance Award
Agreement.

The actual payments to a Participant under a Performance Award will be calculated by applying the achievement of an performance criteria to the
performance goal as established in the Performance Award. All calculations of actual payments shall be made by the Committee and the Committee shall certify
in writing the extent, if any, to which the performance goals have been met.

The Committee may provide for a Performance Award to be payable at the target level (or other level as determined by the Committee in its discretion)
prior to the attainment of a performance goal or goals solely upon the Participant’s death, Disability, or the occurrence of a Change of Control or Qualifying
Change of Control.

Article 12. Director Awards

12.1 Form of Director Awards. The Board may grant Director Awards to Outside Directors in the form of Restricted Stock, or Restricted Stock Units.
Whenever the Board grants a Director Award, notice shall be given to the Outside Director stating the type of award being made, the number of shares with
respect to which the award is granted and the terms and conditions to which the award and (where applicable) the exercise of the award is subject. This notice
shall become the Award Agreement between the Company and the Outside Director and, at that time, the Outside Director shall become a Participant.

12.2 Terms of Director Awards. Director Awards shall otherwise be subject to the terms of the Plan applicable to each type of award as set forth in
Articles 8 and 9; provided, however, that where the context reasonably requires, references throughout these sections to the “Committee” shall be read instead as
references to the Board wherever the award is to be granted to an Outside Director. The Board shall have all the same rights and powers with respect to the
administration of Director Awards as the Committee has with respect to Awards as provided in Article 3, and the Board shall be subject to the same limitations
with respect to the modification and repricing of outstanding Director Awards as provided in Article 4.

12.3 Delegation to Committee. For purposes of this Article 12, the Board may delegate its authority to any committee of the Board, or any subcommittee
thereof, each member of which is (i) an outside director for purposes of Code section 162(m), (ii) a non-employee director for purposes of Rule 16b-3, and (iii) an
independent director for purposes of the rules of the exchange on which the Company Stock is traded.

12.4 Employee Directors Excluded from Board Decisions. For purposes of this Article 12, the term “Board” shall refer solely to the Board of Directors
of the Company, excluding any members of the Board who are not Outside Directors.

Article 13. Beneficiary Designation

Each Participant under the Plan may, from time to time, name any beneficiary or beneficiaries (who may be named contingently or successively) to whom
any benefit under the Plan is to be paid in case of his or her death before he or she receives any or all of such benefit. Each such designation shall revoke all prior
designations by the same Participant, shall be in a form prescribed by the Company, and will be effective only when filed by the Participant in writing with the
Company during the Participant’s lifetime. In the absence of any such designation, benefits remaining unpaid at the Participant’s death shall be paid to the
Participant’s estate. Any payment made to a beneficiary under this Plan in good faith shall fully discharge the Company from all further obligations with respect
to that payment.

Article 14. Deferrals

The Committee may permit a Participant to defer such Participant’s receipt of the payment of cash or the delivery of Shares that would otherwise be due to
such Participant by the lapse or waiver of restrictions with respect to Restricted Stock, the payment of Restricted Stock Units, or the satisfaction of any
requirements or goals with respect to Performance Shares. If any such deferral election is required or permitted, the Committee shall, in its sole discretion,
establish rules and procedures for such payment deferrals that comply with the requirements of Section 409A of the Code.
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Article 15. Rights of Participants

15.1 Employment. Nothing in the Plan shall interfere with or limit in any way the right of the Company or any Subsidiary to terminate any Participant’s
employment at any time, nor confer upon any Participant any right to continue in the employ of the Company or any Subsidiary. For purposes of this Plan, a
transfer of a Participant’s employment between the Company and a Subsidiary, or between Subsidiaries, shall not be deemed to be a termination of employment.
Nothing in the Plan shall interfere with or limit in any way the right of the Company or any Subsidiary to terminate any Outside Consultant at any time, nor
confer upon any Outside Consultant any right to continue in the service of the Company or any Subsidiary.

15.2 Participation. No Key Employee or Outside Consultant shall have the right to be selected to receive an Award under this Plan, or, having been so
selected, to be selected to receive a future Award.

Article 16 Change in Control

16.1 Treatment of Outstanding Awards. Upon the occurrence of a Change in Control, unless otherwise provided in an Award Agreement or specifically
prohibited under applicable laws, or by the rules and regulations of any governing governmental agencies or national securities exchanges:

(@) Any and all Options and SARs granted hereunder shall become immediately exercisable;
(b)  Any restriction periods and restrictions imposed on shares of Restricted Stock or Restricted Stock Units shall lapse; and

(c) The target payout opportunities attainable under all outstanding Awards of Restricted Stock, Restricted Stock Units and Performance Shares shall be
deemed to have been fully earned for the entire Performance Period(s) as of the effective date of the Change in Control, and the vesting of all such
Awards shall be accelerated as of the effective date of the Change in Control.

The Committee may take any actions with respect to outstanding Awards as the Committee deems appropriate; provided, however, the Committee may not
accelerate the time or schedule of any payment of any Award that is subject to Section 409A of the Code, or take any other action to cause such an award to
violate Section 409A of the Code, without the Participant’s consent.

16.2 Limitation on Change-in-Control Benefits. It is the intention of the Company and the Participants to reduce the amounts payable or distributable to
a Participant hereunder if the aggregate Net After Tax Receipts (as defined below) to the Participant would thereby be increased, as a result of the application of
the excise tax provisions of Section 4999 of the Code. Accordingly, anything in this Plan to the contrary notwithstanding, in the event that the independent
accountants regularly employed by the Company immediately prior to any “change” described below (the “Accounting Firm”) shall determine that receipt of all
Payments (as defined below) would subject the Participant to tax under Section 4999 of the Code, it shall determine whether some amount of Payments would
meet the definition of a “Reduced Amount,” (as defined below). If the Accounting Firm determines that there is a Reduced Amount, the aggregate Payments shall
be reduced to such Reduced Amount in accordance with the provisions of Section 16.2(b) below.

(a)  For purposes of this Section 16.2(a):

@) A “Payment” shall mean any payment or distribution in the nature of compensation to or for the benefit of a Participant who is a
“disqualified individual” within the meaning of Section 280G(c) of the Code and which is contingent on a “change” described in
Section 280G(b)(2)(A)(i) of the Code with respect to the Company, whether paid or payable pursuant to this Plan or otherwise;

(ii) “Plan Payment” shall mean a Payment paid or payable pursuant to this Plan (disregarding this Section 16.2);

(iii) “Net After Tax Receipt” shall mean the Present Value of a Payment, net of all taxes imposed on the Participant with respect thereto under
Sections 1 and 4999 of the Code, determined by applying the highest marginal rate under Section 1 of the Code which applied to the
Participant’s Federal taxable income for the immediately preceding taxable year;

>iv) “Present Value” shall mean such value determined in accordance with Section 280G(d)(4) of the Code; and

A-15



W) “Reduced Amount” shall mean the smallest aggregate amount of Payments which (A) is less than the sum of all Payments and (B) results in
aggregate Net After Tax Receipts which are equal to or greater than the Net After Tax Receipts which would result if all Payments were paid
to or for the benefit of the Participant.

(b) If the Accounting Firm determines that aggregate Payments should be reduced to the Reduced Amount, the Committee shall promptly give the
Participant notice to that effect and a copy of the detailed calculation thereof, and the Participant may then elect, in the Participant’s sole discretion,
which and how much of the Payments, including without limitation Plan Payments, shall be eliminated or reduced (as long as after such election the
Present Value of the aggregate Payments is equal to the Reduced Amount), and shall advise the Committee in writing of such election within ten
(10) days of the Participant’s receipt of notice. If no such election is made by the Participant within such ten (10) day period, the Committee may
elect which of the Payments, including without limitation Plan Payments, shall be eliminated or reduced (as long as after such election the Present
Value of the aggregate Payments is equal to the Reduced Amount) and shall notify the Participant promptly of such election. All determinations
made by the Accounting Firm under this Section 16.2 shall be binding upon the Company and the Participant and shall be made within sixty
(60) days immediately following the event constituting the “change” referred to above. As promptly as practicable following such determination, the
Company shall pay to or distribute for the benefit of the Participant such Payments as are then due to the Participant under this Plan. Notwithstanding
the foregoing to the contrary, in the event any Payment is subject to Section 409A of the Code, neither the Participant nor the Committee shall have
an election as to the elimination or reduction of any Payments, but the Payments shall be automatically reduced on a pro rata basis until the Present
Value of the aggregate Payments is equal to the Reduced Amount.

(c) At the time of the initial determination by the Accounting Firm hereunder, it is possible that amounts will have been paid or distributed by the
Company to or for the benefit of the Participant pursuant to this Plan which should not have been so paid or distributed (“Overpayment™) or that
additional amounts which will have not been paid or distributed by the Company to or for the benefit of the Participant pursuant to this Plan could
have been so paid or distributed (“Underpayment”), in each case, consistent with the calculation of the Reduced Amount hereunder. In the event that
the Accounting Firm, based either upon the assertion of a deficiency by the Internal Revenue Service against the Company or the Participant which
the Accounting Firm believes has a high probability of success or controlling precedent or other substantial authority, determines that an
Overpayment has been made, any such Overpayment paid or distributed by the Company to or for the benefit of the Participant shall be treated for all
purposes as a loan ab initio to the Participant which the Participant shall repay to the Company together with interest at the applicable Federal rate
provided for in Section 7872(f)(2) of the Code; provided, however, that no such loan shall be deemed to have been made and no amount shall be
payable by the Participant to the Company if and to the extent such deemed loan and payment would not either reduce the amount on which the
Participant is subject to tax under Section 1 and Section 4999 of the Code or generate a refund of such taxes.

In the event that the Accounting Firm, based upon controlling precedent or other substantial authority, determines that an Underpayment has
occurred, any such Underpayment shall be promptly paid by the Company to or for the benefit of the Participant together with interest at the
applicable Federal rate provided for in Section 7872(f)(2) of the Code.

16.3 Termination, Amendment, and Modifications of Change-in-Control Provisions. Notwithstanding any other provision of this Plan or any Award
Agreement provision, the provisions of this Article 16 may not be terminated, amended, or modified on or after the date of a Change in Control to affect
adversely any Award theretofore granted under the Plan without the prior written consent of the Participant with respect to said Participant’s outstanding Awards;
provided, however, the Board of Directors, upon recommendation of the Committee, may terminate, amend, or modify this Article 16 at any time and from time
to prior to the date of a Change in Control.

Article 17. Amendment, Modification, and Termination

17.1 Amendment, Modification, and Termination. The Board may at any time and from time to time, alter, amend, suspend or terminate the Plan in
whole or in part; provided however that no change shall be made that increases the total number of shares of Common Stock reserved for issuance under the Plan
(except pursuant to Section 4), materially modifies the requirements as to eligibility for participation in the Plan, or that would otherwise be considered a material
revision or amendment under Code section 422 or the listing standards of the exchange on which the Common Stock is then traded, unless the change is
authorized by the shareholders of the Company. Notwithstanding the foregoing, the Board may unilaterally amend the Plan and outstanding Awards with respect
to Participants as it deems appropriate to ensure compliance with Rule 16b-3 and other applicable federal or state securities laws and to meet the requirements of
the Code and applicable regulations or other generally applicable guidance thereunder.
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17.2 Awards Previously Granted. Except as otherwise provided in Section 17.1, no termination, amendment, or modification of the Plan shall adversely
affect in any material way any Award previously granted under the Plan, without the written consent of the Participant holding such Award.

17.3 Acceleration of Award Vesting; Waiver of Restrictions. Except as provided in Sections 6.11 and 7.11, the Committee, in its sole and exclusive
discretion, shall have the power at any time to (i) accelerate the vesting of any Award granted under the Plan, including without limitation, acceleration to such a
date that would result in said Awards becoming immediately vested, or (ii) waive any restrictions of any Award granted under the Plan.

Article 18. Withholding

18.1 Tax Withholding. The Company shall have the power and the right to deduct or withhold, or require a Participant to remit to the Company,
Applicable Withholding Taxes with respect to any taxable event arising as a result of this Plan.

18.2 Share Withholding. With respect to withholding required upon the exercise of Options or SARs, upon the lapse of restrictions on Restricted Stock,
the payment of Restricted Stock Units or Performance Shares, or upon any other taxable event arising as a result of Awards granted hereunder, Participants may
elect, subject to the approval of the Committee, to satisfy the withholding requirement, in whole or in part, by having the Company withhold Shares having a Fair
Market Value equal to the Applicable Withholding Taxes. All such elections shall be made in writing, signed by the Participant, and shall be subject to any
restrictions or limitations that the Committee, in its sole discretion, deems appropriate.

Article 19. Indemnification

Each person who is or shall have been a member of the Committee, or of the Board, shall be indemnified and held harmless by the Company against and
from any loss, cost, liability, or expense that may be imposed upon or reasonably incurred by him or her in connection with or resulting from any claim, action,
suit, or proceeding to which he or she may be a party or in which he or she may be involved by reason of any action taken or failure to act under the Plan and
against and from any and all amounts paid by him or her in settlement thereof, with the Company’s approval, or paid by him or her in satisfaction of any
judgment in any such action, suit, or proceeding against him or her, provided he or she shall give the Company an opportunity, at its own expense, to handle and
defend the same before he or she undertakes to handle and defend it on his or her own behalf. The foregoing right of indemnification shall not be exclusive of any
other rights of indemnification to which such persons may be entitled under the Company’s Articles of Incorporation or Bylaws, as a matter of law, or otherwise,
or any power that the Company may have to indemnify them or hold them harmless.

Article 20. Successors

All obligations of the Company under the Plan with respect to Awards granted hereunder shall be binding on any successor to the Company, whether the
existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or substantially all of the business and/or assets
of the Company.

Article 21. Section 409A Compliance

21.1 Separation from Service. With respect to any Award that provides for a deferral of compensation for purposes of Section 409A of the Code and that
is payable under its terms on a Participant’s termination of employment (including a Participant’s termination of employment on account of retirement, if
applicable), (i) any references herein and in the Participant’s Award Agreement to the Participant’s termination of employment or date of termination of
employment shall refer to the Participant’s Separation from Service or date of Separation from Service, as the case may be; and (ii) notwithstanding any provision
herein or in the Participant’s Incentive Award to the contrary, if at the time of payment under such an Incentive Award, the Participant is a “specified employee”
(as defined below), no such payment shall occur prior to the earlier of (A) the expiration of the six (6)-month period measured from the date of the Participant’s
Separation from Service, or (B) the date of the Participant’s death. Upon the expiration of the six (6)-month deferral period referred to in the preceding sentence
or the Participant’s death, all amounts that would otherwise have been paid during such period but for this Section 21.1 shall be paid and any amounts that remain
to be paid under the Award shall be paid in accordance with the terms hereof and of the Award Agreement. The term “specified employee” shall have the same
meaning as assigned to that term under Section 409A(a)(2)(B)(i) of the Code and whether a Participant is a specified employee shall be determined in accordance
with written guidelines adopted by the Company for such purposes.

21.2 Qualifying Change in Control. With respect to any Award that provides for a deferral of compensation for purposes of Section 409A of the Code and
that is payable under its terms upon a Change in Control, or under which the time or form of payment
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of the Award varies depending on whether a Change in Control has occurred, any references herein and in the Participant’s Award Agreement to a Change in
Control or date of the Change in Control shall refer to a Qualifying Change in Control or the date of a Qualifying Change in Control, as the case may be.

Article 22. Legal Construction

22.1 Gender and Number. Except where otherwise indicated by the context, any masculine term used also shall include the feminine; the plural shall
include the singular and the singular shall include the plural.

22.2 Severability. In the event any provision of the Plan shall be held illegal or invalid for any reason, the illegality or invalidity shall not affect the
remaining parts of the Plan, and the Plan shall be construed and enforced as if the illegal or invalid provision had not been included.

22.3 Requirements of Law. The granting of Awards and the issuance of Shares under the Plan shall be subject to all applicable laws, rules, and
regulations, and to such approvals by any governmental agencies or national securities exchanges as may be required.

22.4 Securities Law Compliance. With respect to Insiders, transactions under this Plan are intended to comply with all applicable conditions or Rule 16b-
3 or its successors under the Exchange Act. To the extent any provision of the plan or action by the Committee fails to so comply, it shall be deemed null and
void, to the extent permitted by law and deemed advisable by the Committee. If at any time, the Committee should determine that the issuance of any shares of
Common Stock under an Award, whether pursuant to the exercise of an Option or Stock Appreciation Right or otherwise, would result in the violation of any
applicable federal or state securities laws with respect to the Plan, then no shares of Common Stock shall be issued, and no Options or Stock Appreciation Rights
shall be exercised, unless and until the Committee has determined that the issuance of such shares or the exercise of such Options or Stock Appreciation Rights
would not result in such violation. If a Participant’s right to exercise an Option or Stock Appreciation Right is suspended pursuant to the preceding sentence, the
Committee may provide that any time period to exercise the Option or Stock Appreciation Right is extended or tolled during such period of suspension.

22.5 Governing Law. To the extent not preempted by Federal law, the Plan, and all agreements hereunder, shall be construed in accordance with and
governed by the laws of the Commonwealth of Virginia.
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ANNUAL MEETING OF STOCKHOLDERS OF

BASSETT FURNITURE INDUSTRIES, INCORPORATED

April 14, 2010

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR
THE 2010 ANNUAL MEETING OF STOCKHOLDERS TO BE HEL.D ON APRIL 14. 2010
The Company’s Proxy Statement for the 2010 Annual Meeting of Stockholders and the Annual Report
for the fiscal year ended November 28, 2009 are available at http://investors.bassettfurniture.com.

Please sign, date and mail
your proxy card in the
envelope provided as soon
as possible.

1 Please detach along perforated line and mail in the envelope provided. 1
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THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE ELECTION OF DIRECTORS AND “FOR” PROPOSALS 2 AND 3.
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NOMINEES:

|:| FOR ALL NOMINEES O Peter W. Brown, M.D. 3. PROPOSAL TO RATIFY THE SELECTION OF |:| |:| I:'
O Paul Fulton ERNST & YOUNG LLP as the Company’s independent
O Howard H. Haworth registered public accounting firm for the fiscal year
O George W. Henderson, III ending November 27, 2010.
O Kiristina Herbig o . ) . )

|:| ;‘gﬁi‘;‘glﬁofgﬁiggg”‘{ O Dale C. Pond 4. In their discretion, the proxies are Ell-lthOI‘lZed to vote upon such other business as
O Robert H Spilman, Jr. may properly come before the meeting.

|:| (Fs(e’:‘iﬁ;rﬁcﬁicslabzzw) O William C. Wampler, Jr.
O William C. Warden, Jr.

THIS PROXY will be voted as specified herein and, unless otherwise directed, will
be voted FOR the election of all nominees as Directors, FOR the proposal to amend
the Company’s Articles of Incorporation to eliminate preemptive rights, and FOR

ratification of the selection of independent registered public accounting firm.

INSTRUCTIONS:To withhold authority to vote for any individual nominee(s), mark . . . . .
“FOR ALL EXCEPT” and fill in the circle next to each nominee you | The undersigned acknowledges receipt of the Notice of said Annual Meeting and of

wish to withhold, as shown here:1 the accompanying Proxy Statement attached thereto.

Please mark, sign, date and return the proxy card using the enclosed envelope.

To change the address on your account, please check the box at right and indicate
your new address in the address space above. Please note that changes to the D
registered name(s) on the account may not be submitted via this method.

Signature of Shareholder [ | Date: [ | Signature of Shareholder [ | Date: |

Note: Please sign exactly as your name or names appear on this Proxy. When shares are held jointly, each holder should sign. When signing as executor, administrator, attorney, trustee or guardian,
please give full title as such. If the signer is a corporation, please sign full corporate name by duly authorized officer, giving full title as such. If signer is a partnership, please sign in
¢ partnership name by authorized person. ¢



BASSETT FURNITURE INDUSTRIES, INCORPORATED

Proxy Solicited by the Board of Directors for the
Annual Meeting to be held on April 14, 2010
The undersigned hereby appoints Robert H. Spilman, Jr. and Jay R. Hervey, each or either of them, proxies, with full power of substitution, with the powers
the undersigned would possess if personally present, to vote, as designated below, all shares of the $5.00 par value Common Stock of the undersigned in Bassett

Furniture Industries, Incorporated at the Annual Meeting of Stockholders of the Company to be held on April 14, 2010 at 10:00 a.m., at the Company’s
headquarters, 3525 Fairystone Park Highway, Bassett, Virginia 24055, and at any adjournments or postponements thereof.

The Board of Directors recommends voting FOR ltem 1, FOR ltem 2, and FOR Item 3.

(Continued and to be signed on the reverse side)



