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“SAFE HARBOR” STATEMENT
UNDER THE PRIVATE SECURITIESLITIGATION REFORM ACT OF 1995

From time to time, we make oral and written statements that may constitute “forward looking statements” (rather than historical facts) as defined in the Private Securities
Litigation Reform Act of 1995 or by the Securities and Exchange Commission (the “SEC”) initsrules, regulations and releases, including Section 27A of the Securities Act of
1933, as amended (the “ Securities Act”) and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). We desire to take advantage of the “safe
harbor” provisionsin the Private Securities Litigation Reform Act of 1995 for forward looking statements made from time to time, including, but not limited to, the forward looking
statements made in this Annual Report on Form 10-K (the “Annual Report”), aswell as those made in other filings with the SEC.

Forward looking statements can be identified by our use of forward looking terminology such as “may,” “will,” “expect,” “anticipate,” “ estimate,” “believe,” “ continue,”
“forecast,” “foresee,” or other similar words. Such forward looking statements are based on our management’s current plans and expectations and are subject to risks,
uncertainties and changes in plans that could cause actual results to differ materially from those described in the forward looking statements. Important factors that could cause
actual resultsto differ materially from those anticipated in our forward looking statementsinclude, but are not limited to, those described under “Risk Factors” set forthin Item
1A of this Annual Report.

We expressly disclaim any obligation to release publicly any updates or any changesin our expectations or any changes in events, conditions or circumstances on which any
forward-looking statement is based.

As used herein, except as otherwise indicated by the context, the terms “Hampshire,” “Company,” “we,” and “us” are used to refer to Hampshire Group, Limited and our wholly-
owned subsidiaries.




PART I.
Item 1. Business.
Company Overview

General

Hampshire Group, Limited is aprovider of women’'s and men’s sweaters, wovens and knits, and is adesigner and marketer of branded apparel in the United States. Asaholding
company, we operate through our wholly-owned subsidiaries—Hampshire Designers, Inc. and Item-Eyes, Inc., which in turn hold our operating divisions—Women’'s and
Men’s. The Company was established in 1977 and isincorporated in the state of Delaware.

Our Women'sdivision is comprised of both our women’s knitwear business, known as Hampshire Designers, and our women’s related sportswear business, known as Item-
Eyes. Our men's division, known as Hampshire Brands, offers both sweaters and sportswear.

Our products, both branded and private label, are marketed in the moderate and better markets through multiple channels of distribution, including national and regional
department and chain stores. All of our divisions source their product with quality manufacturers. Keynote Services, Limited, our Chinabased subsidiary, assists with our
sourcing needs and provides quality control services.

Recent I nitiatives
The economic environment that we experienced in 2008, which continued throughout 2009 and into 2010, was characterized by, among other things, a decline in consumer
spending, substantial tightening of credit markets, and inflationary pressures on our cost of goods. Accordingly, our prioritiesincluded:

= Restructuring of management. During 2009, in light of a prolonged and accelerating decline in operating results, our Board of Directors initiated a plan to restructure
the management team to better position the Company to meet the challenges posed by the economic environment in 2009 and to establish a framework for future
growth. This plan resulted in the reduction of senior management from eight to four positions, the departure of five executives, the appointment of Heath L. Golden as
President and Chief Executive Officer, and the hiring of Howard L. Zwilling as President of Women's Apparel. Mr. Zwilling joined us with more than 30 years of
operational and merchandising expertise in the retail industry and a strong knowledge of the women's apparel sector from former leadership roles at Jones Apparel
Group. During October 2010, we further strengthened our management team by appointing Eric G. Prengel as President of Men's Apparel. Mr. Prengel brings nearly
two decades of expertisein developing and growing menswear brands, most recently at HMX LLC (formerly Hartmarx Corporation).

= Broadening our customer base and our diversifying sales channels. We remained focused on exploring opportunities to grow our sales and expand our retail
relationships in 2010. As part of these efforts, in the second quarter we acquired scott james™, a men’s specialty retailer and wholesaler provider. A contemporary
menswear collection primarily selling to upscale specialty stores, scott james™ marked an important first step in our ongoing mission to strengthen and deepen our
retail relationships.

= Reducing our overhead to a level commensurate with projected revenue. We continued our cost reduction efforts initiated in 2009 by implementing tighter controls
on discretionary spending, reducing compensation, and streamlining initiatives. We also continued to rationalize office space and staff, including the consolidation of
certain support and production functions and outsourcing of certain corporate functions.

= Decentralizing our sourcing to achieve reductions in cost of goods sold. During 2008, we sourced over 95% of our goods within China largely through three
Company officesin China, which employed over 130 people and were overseen by a global sourcing executive reporting to the Chief Executive Officer. During 2009, we
reduced our China-based organizational structure to 26 employees and one office and are making a concerted effort to explore sourcing opportunities in, among other
places, Bangladesh, Vietnam, India and Indonesia. In addition, rather than have sourcing as a corporate function, it is now handled at the division level. This structure
remained in effect during 2010 and resulted in more effective collaboration between our sales and design teams, on the one hand, and our third party factories, on the
other hand. This structure has helped manage cost of goods sold and ingoing margins and enabled us to reduce the portion of our goods sourced in Chinato 87%.




= Improving cash flow. Prior to 2009, we paid for virtually al of our goods using letters of credit, which required a credit facility with significant capacity and resulted in
meaningful costs. We have since obtained open terms from most of our major suppliers, which has resulted in us increasing our average time outstanding for trade
payables and permitted us to significantly reduce the size of our credit facility and its associated costs. Further in October 2010, we entered into a new credit facility
with more favorable terms that replaced the prior credit facility inits entirety.

Our Products

We have significantly expanded and diversified our product lines. In the 1990s, our product line primarily consisted of women's full-fashion, Luxelon® (acrylic yarn) sweaters
marketed under the Designers Originals® label. Although Designers Originals®, now in its 55th year, remains aleading brand at retailers nationwide, our expanded product line
permits us to supply many more departments of our existing customers and helps us attract new customers.

Hampshire Designers. Hampshire Designers offers sweaters and knit tops for women under the brands Designers Original s®, Hampshire Studio®, Mercer Street Studio®, and
Spring+Mercer®, aswell as the private |abels of our customers. Hampshire Studio® and Mercer Street Studio® are proprietary labels for two of our largest accounts.
Spring+Mercer® isaline that we introduced during 2006 that features more contemporary styling.

Item-Eyes. Item-Eyes markets women’s related sportswear, including jackets, sweaters, pants, skirts, and "soft dressing,” for the moderate market under labels such as
Requirements®, RQT by Requirements®, and R.E.Q. by Requirements®, as well as the private |abels of our customers.

Hampshire Brands. For men, we offer sweaters under the licensed names of Geoffrey Beene® and Dockers®, aswell as the private labels of our customers. In Fall 2009, in an
exclusive arrangement with J. C. Penney Company, Inc. (“JC Penney”), we launched afull sportswear line under the licensed JOE Joseph Abboud® label, which includes
sweaters, knits, woven tops, blazers, and arange of men’s bottoms, as well as atops line under the licensed Alexander Julian Colours® |abel, which includes sweaters, knits and
woven tops. In addition, weintroduced our own brand, Spring+Mercer®, for men during 2006, which is amore modern line featuring sweaters and knit and woven tops.

scott james. scott james™ isamen’s specialty retailer and wholesale provider of apparel. scott james™ operates one store, located in Boston, Massachusetts and awholesale
business that sells primarily to upscale specialty stores. We acquired scott james™ in 2010 to broaden our customer base and diversify our sales channels.

The emphasis with each of the brandsis a compelling product that features high quality and good value. Our brands cover the entire range of department store offerings, from
"main floor" traditional stylesto fashion-forward designer styles.

Our Strengths
We believe that we occupy a strong competitive position in a consolidating industry, which we plan to further solidify through:

Business Focus. We continually review our portfolio of labels, business lines, and divisions to evaluate whether they meet profitability and performance requirementsand arein
line with our business focus. During 2010, through the acquisition of certain assets we launched the scott james™ label.

Solid Infrastructure. We are recognized by leading retailers for our compelling product design, high quality-value proposition, sourcing expertise, and commitment to customer
service, al of which areimportant components for major retailers. Our international sourcing abilities permit usto deliver trend right, quality product to each of thetiers of
distribution we supply, which are primarily located within the United States. The quality of our garmentsis assured in avariety of ways. Each garment is manufactured using fine
quality yarns and undergoes rigorous quality assurance checks. We utilize our own personnel, aswell as factory personnel, independent inspection agencies, and independent
test labs to ensure that our products meet the high quality standards required for our brands.

Extensive and Diverse Retail Relationships. Our relationships with major retailers range from national and regional department stores such asMacy'’s, Inc. (“Macy’s”), Belk,
Inc., and Dillard’s, Inc., to national chain stores such as JC Penney and Kohl’s Department Stores, Inc. (“Kohls”), to warehouse clubs such as Costco Wholesale Corporation, to
off-price retailers such as TIMaxx, adivision of The TIX Companies, Inc., and Ross Stores, Inc. These relationships enable our products to reach alarge consumer base both in
number and in geographical area.




Our Strategy
Hampshire's strategies for the future include leveraging our:

Experienced Design and Sourcing Capabilities. We have and continue to invest in high quality design talent and resources, including designers with years of experience,
state of the art design software and seamless, real time data and video connectivity to our China office. Each of theseinitiativesis aimed at further strengthening our design and
sourcing efficienciesto ensure our brands fulfill the demand for high quality, value and trend-right product.

Strong Competitive Position. Asour retail customers seek to differentiate their assortments from competitors, they are increasingly turning to select designer and exclusive
labels. We have demonstrated our value to retailers by offering such well-known licensed brands as Geoffrey Beene®, Dockers®, JOE Joseph Abboud® and Alexander Julian
Colours® lines. In addition, we are continuing to develop our own contemporary-styled brands, Spring+Mercer® and scott james™, while concurrently managing our historic
core |abels, which include Designers Originals®, Hampshire Studio®, Mercer Street Studio®, Requirements®, RQT by Requirements®, and R.E.Q. by Requirements®.

Constant Improvement of our Infrastructure. As efficient systems and technologies are critical to meeting our retail customers needs, we are constantly re-eval uating our
infrastructure to obtain additional synergies and efficiencies. In 2009, we implemented a state-of-the-art accounting, analysis, and payables imaging software platform, which we
believe will continue to drive efficiency. In 2010, we continued to integrate our reporting and operating platforms to improve efficient access to valuable information.

Growth Opportunitiesin Existing and New Channels. We are focused both on growing our salesto retailers in the moderate department and chain store channel, where we
believe we are under-penetrated, as well as actively exploring new sales channels including international, specialty stores and shop-at-home. Our efforts with scott james™ mark
an important starting point for usin these efforts.

Organization

We have along history of supplying men's and women's branded and private label sweaters and women's woven and knit related sportswear to the moderate price sector of
department stores, and national chains throughout the United States. We utilize our own salesforce to sell our product. With our established international sourcing

rel ationships, we have the ability to respond quickly to changing fashion trends.

Customers

We have long term relationships with many of our customers. We sell our products principally into the moderate price sector of most major department and chain storesin the
United States. Over the past few years, we have seen a decrease in the number of our significant retail customers due to the consolidation of the retail industry and bankruptcy
filings by several customers. Sales to our three largest customers, JC Penney, Kohl's, and Macy’sin 2010 represented 26%, 15%, and 11%, respectively, of total annual sales.
These same three customers represented 27%, 16%, and 11%, respectively, of total sales during 2009. For each of the last two years, more than 99% of our sales were to
customers located in the United States. Sales outside of the United States were principally to two accounts in Canada and Mexico.

Suppliers
We primarily use foreign suppliers for our raw materials and the production of our product. During 2010, the majority of our product was produced by independent
manufacturers located in China

Competition
The apparel market remains highly competitive. Competition is primarily based on design, price, quality, and service. While we face competition from domestic manufacturers and
distributors, our primary competition comes from private label programs of theinternal sourcing organizations of many of our customers and factories located in Southeast Asia.

Our ability to compete is enhanced by our in-house design capabilities and our international sourcing relationships. Our launches of JOE Joseph Abboud® and scott james™
are the most recent examples of our ongoing efforts to deploy our financial resourcesin amanner that hel ps devel op a competitive advantage by broadening our apparel offering
and product lines to reach multiple tiers of distribution.




Seasonality

Although we sell apparel throughout the year, our business is highly seasonal with approximately 74% of annual net sales occurring during the third and fourth quarters of 2010,
which is consistent with our historical results. Thisis primarily due to the large concentration of sweatersin our product mix and the seasonality of the apparel industry in
general. Accordingly, our inventory typically increasesin the second and third quarters to accommodate such anticipated demand.

Effects of Chanaing Prices

We are subject to increased prices for the products we source. We have historically managed our gross margin by achieving sourcing efficiencies, controlling costsin other
parts of our operation and, when appropriate, passing along a portion of our cost increases to our customers through higher selling prices. We confront inflationary pressuresin
transportation costs, labor and materials, particularly cotton.

Backlog

Our sales order backlog as of March 4, 2011 was approximately $95.8 million compared to approximately $97.5 million as of March 5, 2010. The timing of the placement of seasonal
orders by customers affects the backlog; accordingly, a comparison of backlog from year to year is not necessarily indicative of atrend in sales for the year. The backlog as of
March 4, 2011 is expected to befilled during 2011.

Trademarksand L icenses

We consider our owned trademarks to have significant value in the marketing of our products. In addition, we have entered into licensing agreements to manufacture and market
apparel under certain labels for which we pay royalties based on the volume of sales. The licensing agreements are generally for athree-year term, with an option to renew for an
additional three-year period, provided we have met certain sales thresholds. We do not own any patents.

Resear ch and Development Activities
During the last two fiscal years, we did not spend any significant amounts on research and development activities.

Electronic Information Systems

In order to schedule production, fill customer orders, transmit shipment data to our customers' distribution centers, and invoice electronically, we have devel oped a number of
integrated el ectronic information systems applications. Over 90% of all of our customer orders for 2010 were received electronically. In some instances, our customers' computer
systems generate these orders based on sales and inventory levels. We electronically send advance shipment notices and invoices to our customers, which result in the timely
update of their inventory levels.

Credit and Collection

We manage our credit and collection functions by approving and monitoring our customers' credit lines. Credit limits are determined by past payment history and financial
information obtained from credit agencies and other sources. The majority of high risk accounts are factored without recourse, if possible, with financial institutions to reduce
our high credit risk exposure. We believe that our review procedures and our credit and collection staff have contributed significantly toward minimizing our losses from bad
debt.

Governmental Regulation and Trade Agreements
The apparel industry and our business are subject to awide variety of international trade agreements as well asfederal, state, and local regulations. We believewe arein
compliancein all material respects with these agreements and regulations.

International trade agreementsin particular can have a significant impact on the apparel industry and consequently on our business. These agreements generally provide for
tariffs, which impose aduty charge on the product being imported, and quotas, which limit the amount of a product that may be imported from a specific country, both of which
increase the cost of importing a product.

Primary among the trade agreements existing between the United States and certain foreign countriesis the World Trade Organization (“WTQ"), which is the governing body for
international trade among the 151 originating member countries, including the United States. Effective January 1, 2005, all such quotarestrictionsinvolving trade with WTO
member countries were terminated. In addition to the WTO, apparel importsinto the United States are affected by other trade agreements and legislation, including the North
American Free Trade Agreement, which has eliminated all apparel tariffs and quotas between Canada, Mexico, and the United States, and legislation granting similar trade
benefits to 23 Caribbean countries. Further, Congress passed the African Growth and Opportunity Act in 2000, which gave 38 countries in sub-Saharan Africasimilar trade
privileges on apparel and certain other products exported to the United States.




Compliance with Environmental L aws
We believe that we are in compliance with applicable environmental laws and that such compliance will not have amajor adverse financial impact on us. We further believe that
there are no environmental matters that are likely to have asignificant financial impact on us.

Employees
Asof March 8, 2011, we had approximately 158 full-time employees and 4 part-time employees. We believe our rel ationship with our employeesis good.

Available Information

Our periodic and current reports, including amendments to such reports as filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended, are available, free of charge, on our website, www.hamp.com, as soon as reasonably practicable after such material is electronically filed with, or furnished to, the SEC.
Information contained on our website is not and should not be deemed a part of this Annual Report or apart of any other report or filing with the SEC.

Item 1A. Risk Factors.

In addition to the risks that are described below, there may be risks that we do not yet know of or that we currently think areimmaterial that may also impair our business. If any
of the events or circumstances described as risks below or elsewhere in thisreport actually occur, our business, results of operations, or financial condition could be materially
and adversely affected. The following risks, aswell as other information contained herein, including our consolidated financial statements and notes thereto, should be carefully
considered in evaluating our business and any investment in our common stock.

The apparel industry is heavily influenced by general economic cycles that affect consumer spending. A prolonged period of depressed consumer spending would have a
material adverse effect on us.

The apparel industry has historically been subject to cyclical variations, recessionsin the general economy and uncertainties regarding future economic prospects that affect
consumer spending habits, which could negatively impact our business. The success of our operations depends on a number of factorsimpacting discretionary consumer
spending, including general economic conditions, consumer confidence, wages and unemployment, housing prices, consumer debt, interest rates, fuel and energy costs,
taxation and political conditions. A downturn in the economy may affect consumer purchases of our products and adversely impact our growth and profitability.

We primarily use foreign suppliers for our raw materials and the manufacture of our products, which poses risksto our business operations.

During 2010, most of our products were produced by independent manufacturers located in China. Although no single supplier iscritical to our production needs, any of the
following could adversely affect the production and delivery of our products and, as aresult, have an adverse effect on our business, financial condition, and results of
operations:

. political or labor instability in countries where contractors and suppliers are located;

. political or military conflict involving the United States;

- heightened terrorism security concerns, which could subject imported goods to additional, more frequent or more thorough inspections, leading to delays in deliveries, or
impoundment of goods for extended periods;

. asignificant decrease in availability or continued increase in cost of labor or raw materials, particularly in cotton or petroleum-based synthetic fabrics;

- impact of the global economic downturn on third party factories and their viability;

. disease epidemics and health-related concerns, such as the SARS, Avian, and HIN1 flu outbreaks in recent years, which could result in closed factories, reduced
workforces, and scrutiny or embargo of goods produced in infected areas;

- imposition of regulations, quotas or duties relating to imports, which, among other things, could limit our ability to produce products in cost effective countries that have
the labor force and expertise required;

- any action that may change the currency exchange rate of the Y uan against the dollar or to permit the exchange rate to float; and

- significant fluctuation of the value of the dollar against other foreign currencies.




The occurrence of any, some, or all of these events would result in an increase in our costs of goods, which we may not be able to pass on to our customers. Thisreduction in
our gross margin would likely result in an adverse effect on our results of operations.

There may not be an established public trading market for the Company’s common stock.

Effective with the opening of business on January 19, 2007, our common stock was delisted from the Nasdagq Global Market. Thereis currently no established public trading
market for our common stock. Our common stock is currently quoted on the OTC Markets (formerly known as “Pink Sheets”) under the symbol “HAMP.PK”. The OTC Markets
isacentralized quotation service that collects and publishes market maker quotes for over-the-counter securitiesin real time. Over-the-counter market quotations, like those on
the OTC Markets, reflect inter-dealer prices, without retail mark-up, mark-down, or commission and may not necessarily represent actual transactions. Currently, we are not
actively seeking to become listed on the Nasdag Global Market or any other exchange. There can be no assurance that our common stock will again be listed on the Nasdag
Global Market or any other exchange, or that a trading market for our common stock will be established.

Werely on our key customers, and a significant decrease in business from or theloss of any one of these key customers would substantially reduce our revenues and
adversely affect our business.

JC Penney, Kohl’s and Macy’s account for asignificant portion of our revenues. We do not have long term agreements with any of our customers and purchases generally
occur on an order-by-order basis. A decision by any of our major customers, whether motivated by marketing strategy, competitive conditions, financial difficulties, or
otherwise, to decrease significantly the amount of merchandise purchased from us or to change their manner of doing business with us, could substantially reduce our revenues
and have amaterial adverse effect on our profitability.

Theretail industry has, in the past several years, experienced agreat deal of consolidation and other ownership changes and we expect such changes to be ongoing. In the
future, retailers may further consolidate, undergo restructurings or reorganizations, realign their affiliations, or re-position their stores' target markets. Any of these types of
actions could decrease the number of stores that carry our products or increase the ownership concentration within the retail industry. These changes could decrease our
opportunitiesin the market, increase our reliance on a smaller number of customers, and decrease our negotiating strength with them.

Our business has been and could continue to be adver sely affected by financial instability experienced by our customers.

During the past several years, various retailers have experienced significant financial difficulties, which have resulted in bankruptcies, liquidations, and store closings. Over the
last few years, several of our customers, including Goody’s, Mervyns, Gottschalks, and Boscov's, either reorganized or liquidated. We sell our product primarily to national and
regional department storesin the United States on credit and eval uate each customer'sfinancial condition on aregular basisin order to determine the credit risk we takein selling
goods to them. The financial difficulties of acustomer could cause usto curtail business with that customer and we may be unable to shift sales to another customer at
comparable margins. We may also assume more credit risk relating to receivables of a customer experiencing financial instability. Should these circumstances arise with respect
to our customers, our inability to shift sales or to collect on our trade accounts receivable from any one of our customers could substantially reduce our revenues and have a
material adverse effect on our financial condition and results of operations.

Chargebacks and margin support payments may have a material adverse effect on our business.

Consistent with industry practice, we may allow customers to deduct agreed upon amounts from the purchase price for sales allowances, co-op advertising, new store opening
discounts, and other marketing development funds, which in the opinion of management promotes brand awareness. In addition, margin support payments may be required due
to lower than anticipated sell through rates, which may be caused by uncontrollable factors, such as general economic conditions, changing fashion trends, and weather
conditions, aswell as controllable factors, such as wholesale prices, design, merchandising, and the quality of our goods. During recent years, we have experienced a significant
increase in the annual amount of margin support needed. These deductions have a dilutive effect on our business and results of operations since they reduce overall gross
profit margins on sales. If our efforts to reduce the trend in our margin support need are unsuccessful, we will likely continue to experience significant levels of chargebacks and
margin support payments, which may further reduce our profitability resulting in amaterial adverse effect on our business.

We are dependent upon the revenues generated by our licensing alliances and the [oss or inability to renew certain licenses could reduce our revenue and consequently
reduce our net income.

We license from third parties such as Geoffrey Beene®, Dockers®, JOE Joseph Abboud®, and Alexander Julian Colours® brands for specific products. The term of each of our
licensesis generally three years, and, wetypically have the opportunity to renew or extend the licenses, which are sometimes conditioned upon our meeting certain salestargets.
We may not be able to renew or extend these licenses on favorable terms, if at al. If we are unable to renew or extend any one of these licenses, we could experience a decrease
in net sales.




We may not be able to anticipate consumer preferences and fashion trends, which could negatively affect acceptance of our products by retailers and consumers and result in
asignificant decrease in net sales.

Our failure to anticipate, identify, and respond effectively to changing consumer demands and fashion trends could adversely affect acceptance of our products by retailers and
consumers and may result in asignificant decrease in net sales or leave us with a substantial amount of unsold inventory. Our products must appeal to a broad range of
consumers whose preferences cannot be predicted with certainty and are subject to rapid change. We may not be able to continue to devel op appealing styles or successfully
meet constantly changing consumer demands in the future. In addition, any new products or brands that we introduce may not be received successfully by retailers and
consumers. If our products are not received successfully by retailers and consumers and we are |l eft with a substantial amount of unsold inventory, we may be forced to rely on
markdowns or promotional salesto dispose of excessinventory. If thisoccurs, our business, financial condition, and results of operations could be materially adversely affected.

If our manufacturersfail to use acceptable ethical business practices, our business could be adversely affected.

We require our manufacturers to operate in compliance with applicable laws, rules, and regul ations regarding working conditions, employment practices, and environmental
compliance. However, we do not control the labor and other business practices of the independent manufacturers of our products. If one of our manufacturers violates labor or
other laws or implements labor or other business practices that are generally regarded as unethical in the United States, the shipment of products to us could be interrupted and
our reputation could be damaged. Any of these events could have a material adverse effect on our results of operations.

Our business could be harmed if we do not deliver quality productsin a timely manner.

Our sourcing, logistics, and technology functions operate within substantial production and delivery requirements and subject us to the risks associated with unaffiliated
manufacturers, transportation, and other factors. If we do not comply with customer product requirements or meet their delivery requirements, our customers could seek reduced
purchase prices, require significant margin support, reduce the amount of business they do with us, or cease to do business with us, all of which would adversely affect our
business.

If we encounter problems with our distribution system, our ability to deliver our productsto the market would be adversely affected.

Werely on our third party distribution facilities to warehouse and to ship product to our customers. Due to the fact that substantially all of our product is distributed from a
relatively small number of locations, our operations could beinterrupted by earthquakes, floods, fires, or other natural disasters near our distribution centers. We maintain

business interruption insurance, but it may not adequately protect us from the loss of customers. In addition, our distribution capacity is dependent on the timely performance of
services by third parties, including transportation of product to and from distribution facilities. If we encounter problems with our distribution system, our inability to meet
customer expectations on managing inventory, complete sales, and achieve objectives for operating efficiencies could have amaterial adverse effect on our business.

Labor disruptions at ports or our suppliers’ facilities, manufacturers’ facilities, or distribution facilities may adversely affect our business.

Our business depends on our ability to source and distribute product in atimely manner. Asaresult, we rely on the free flow of goods on a consistent basis from our suppliers
and manufacturers. Labor disputes at various ports or at our suppliers, manufacturers, or our distribution facilities create significant risks for our business, particularly if these
disputes result in work slowdowns, lockouts, strikes, or other disruptions during our peak importing or manufacturing seasons. An interruption in the flow of goods could have
amaterial adverse effect on our business, potentially resulting in cancelled orders by customers, unanticipated inventory accumulation, or shortages and reduced net sales and
net income.

We rely significantly on information technology and any failure, inadequacy, interruption, or security lapse of that technology could adversely affect our ability to effectively
operate our business.

Our ability to manage and maintain our inventory and internal reports and to ship products to customers and invoice them on atimely basis depends significantly on our
internally developed enterprise resource planning system, as over 90% of our orders are received electronically. The failure of this system to operate effectively or to integrate
with other systems or a breach in security of this system could cause delaysin product fulfillment and reduced efficiency of our operations, and it could require significant
capital investmentsto remedy any such failure, problem, or breach.




We operate in a highly competitive and fragmented industry and our failure to compete successfully could result in a l0ss of one or more significant customers.
The apparel industry is highly competitive and fragmented. Our competitors include numerous apparel designers, manufacturers, retailers, importers, and licensors, many of
which have greater financial and marketing resources than we possess. We believe that the principal competitive factorsin the apparel industry are:

. brand name and brand identity,

. timeliness, reliability, and quality of product and services provided,
- market share and visibility,

. price, and

. the ability to anticipate customer and consumer demands.

Thelevel of competition and the nature of our competitors vary by product segment with low margin manufacturers being our main competitorsin the less expensive segment of
the market and with domestic and foreign designers and licensors competing with us in the more upscal e segment of the market. Increasingly, we experience competition from
our customers' in-house private labels. If we do not maintain our brand names and identities and continue to provide high quality and reliable services on atimely basis at
competitive prices, our ability to competein our industry will be adversely affected. If we are unable to compete successfully, we could lose one or more of our significant
customers, which could have a material adverse effect on our sales and financial performance.

We may face challenges in the management of the sales and profitability of any acquisitions that we may make, aswell as in integrating the acquisitions, any of which may
negatively impact our business.

As part of our growth strategy, we may acquire or license new brands and product categories. Acquisitions have inherent risks, including the risk that the projected sales and
net income from the acquisition may not be generated, the risk that the integration of the acquired business is more costly and takes longer than anticipated, the risk of diversion
of the attention and resources of management, risks associated with additional customer concentration and related credit risk, risks of retaining key personnel, and risks
associated with unanticipated events and unknown legal liabilities. Any of these risks could have amaterial adverse effect on our business.

The ultimate resolution of income and other possible tax liabilities may require us to incur expense beyond amounts reserved on our balance sheet or make cash payments
beyond those that we anticipated.

Our historic income and other tax positions may be challenged by the appropriate taxing authorities. We believe that we have provided adequate reserves for these tax positions
for all periods open under the applicable statutes of limitations, but a challenge by ataxing authority could prove costly to defend aswell asto resolve. If the actual liability for
taxes exceeds our reserves, earnings could be materially adversely affected and we may be required to make cash payments beyond what we anticipated.

We are dependent on certain key personnel, the loss of whom could negatively impact our ability to manage our business and thereby adver sely affect our business.
Our future success depends to a significant extent on retaining the services of key executive officers, other key members of management, and directors. The loss of the services
of any one of theseindividuals, or any other key member of management, could have a material adverse effect on our business.

The stockholders' rights plan adopted by the Board of Directorsin 2008 may inhibit takeovers and may adver sely affect the market price of our common stock.

In 2008, our Board of Directors (“Board”) approved the creation of our Series A Preferred Stock and adopted a stockholders’ rights plan pursuant to which it declared adividend
of one Series A Preferred Stock purchase right for each share of our common stock held by stockholders of record. The preferred share purchase rights will also attach to any
additional shares of common stock issued. Initially, these rights will not be exercisable and will trade with the shares of our common stock. Under the rights plan, these rights will
generally be exercisable only if a person or group acquires, or commences a tender or exchange offer, for 15% or more of our common stock. If the rights become exercisable,
each right will permit its holder to purchase one one-thousandth of a share of Series A Preferred Stock for the exercise price of $33.00 per right. The rights plan also contains
customary “flip-in” and “flip-over” provisions such that if a person or group acquires beneficial ownership of fifteen percent or more of our common stock, each right will permit
its holder, other than the acquiring person or group, to purchase shares of our common stock for a price equal to the quotient obtained by dividing $33.00 per right by one-half
the then current market price of our common stock. In addition, if, after a person acquires such ownership, we are later acquired in amerger or similar transaction, each right will
permit its holder, other than the acquiring person or group, to purchase shares of the acquiring corporation’s stock for a price equal to the quotient obtained by dividing $33.00
per right by one-half of the then current market price of the acquiring company’s common stock, based on the market price of the acquiring corporation’s stock prior to such
merger.




The stockholders' rights plan and the associated Series A Preferred Stock purchase rights may discourage a hostile takeover and prevent our stockholders from receiving a
premium over the prevailing market price for the shares of our common stock.

Global economic, palitical and social conditions may harm our ability to do business, increase our costs and negatively affect our stock price.

Global credit and financial markets have experienced extreme disruptionsin recent years, including severely diminished liquidity and credit availability, declinesin consumer
confidence, declinesin economic growth, increasesin unemployment rates and uncertainty about economic stability. While the decline in consumer spending has recently
moderated, these economic conditions could still lead to continued declinesin consumer spending and may have resulted in aresetting of consumer spending habits that makes
it unlikely that such spending will return to prior levels for the foreseeable future which in turn may lead to further decreases in our net sales or amaterial adverse effect on our
operating results, financial position and cash flows. Economic conditions have also led to a highly promotional environment and strong discounting pressure from our
customers, which have had a negative effect on our revenues and profitability. This promotional environment may continue even after economic growth returns, as we expect
that consumer spending trends are likely to remain below historical levels for the foreseeable future.

Fluctuationsin the price, availability and quality of the fabrics or other raw materials used to manufacture our products, as well as the price for 1abor and transportation could
have amaterial adverse effect on our cost of sales or our ability to meet our customers’ demands. The prices for fabrics depend largely on the market prices for the raw materials
used to produce them. The price and availability of such raw materials may fluctuate significantly, depending on many factors. During 2010 and continuing into 2011, we have
experienced significant upward pressure on each of the foregoing cost inputs, which has resulted in pressure on our gross margin. Whenever possible, we pass along these cost
increases to our customers through higher selling prices. Should our customers not accept such increases or should they accept them in the first instance, but fail to achieve
higher average unit retails thereby increasing their need for margin support from us, our profitability may be materially adversely affected.

Item 1B. Unresolved Staff Comments.
Not Applicable.
Item 2. Properties.

Welease all of our administrative offices, operations center, sales offices, sourcing offices, showrooms and aretail store. Our sales offices and showrooms arein New Y ork, New
York. Our retail storeisin Boston, Massachusetts. We have administrative officesin Anderson, South Carolina, an operations center in New Y ork, New Y ork and Minneapolis,
Minnesota, and a sourcing officein Dongguan, China. We believe that all of our properties are well maintained and suitable for their intended use, with the exception being our
New York office. See Item 3. Legal Proceedings.

Item 3. Legal Proceedings.

Audit Committee | nvestigation Concluded
In 2006, the Audit Committee of the Board commenced the Audit Committee Investigation related to, among other things, the misuse and misappropriation of assets for personal

benefit, certain related party transactions, tax reporting, internal control deficiencies, financial reporting, and accounting for expense reimbursements, in each case involving
certain members of the Company’s former management.

On March 7, 2008, the Company filed a complaint in the Court of Chancery of the State of Delaware for the County of New Castle (the “ Court”) against Messrs. Ludwig Kuttner,
Charles Clayton, and Roger Clark, former members of management. On August 4, 2008, the Company entered into a Stock Purchase and Settlement Agreement and Mutual
Releases with Mr. Kuttner, hiswife, Beatrice Ost-K uttner, his son, Fabian Kuttner, and alimited liability company controlled by him, K Holdings LL C (together, the “Kuttner
Parties’). Under the Agreement, the Company and the Kuttner Parties exchanged releases of ongoing and potential claims, and the Kuttner Parties sold all of the stock of the
Company that they owned to the Company for approximately $12.0 million and Mr. Kuttner made a $1.6 million payment to the Company.




On September 10, 2008 and September 19, 2008, Mr. Clayton and Mr. Clark, respectively, filed answers with respect to the claims that the Company filed against them on March 7,
2008, as well as counterclaims against the Company. Mr. Clayton and Mr. Clark denied the Company’s claims against them and asserted claims against the Company for, among
other things, certain compensation and benefits, defamation and other damages.

On September 22, 2008, Mr. Clayton filed athird-party complaint against certain of the Company’s directors and officers. Mr. Clayton's complaint asserted claims against those
directors and officers for, among other things, contribution in the event that Mr. Clayton is found liable to the Company for damages in relation to the Company’s complaint
against him, defamation and other damages allegedly stemming from the Company’s issuance of certain press releases related to the Audit Committee Investigation.

On June 12, 2009, the Company and its directors and officers who are parties to the litigation filed amotion for summary judgment. On September 2, 2009, the Court granted the
motion in part and dismissed Mr. Clayton’s claim for intentional infliction of emotional distress against the Company, aswell as his defamation claim against the Company’'s
directors and officers. The Court denied the remainder of the Company’s motion and set the remainder of the parties’ claimsfor trial.

On December 21-24, 2009, the Court held atrial on the Company’s claims, Clayton’s and Clark’s counterclaims, and Clayton’s third-party claims. On July 12, 2010, the Court
issued its Memorandum Opinion. Before entering afinal judgment, the Court required supplemental briefing regarding the computation of the amount of damages to be paid.
Prior to the Court entering afinal judgment on the damages issues, the Company and Messrs. Clayton and Clark reached settlements as to the outstanding matters between
them. The Company and Mr. Clark settled the outstanding matters, including potential claims for indemnification for reimbursement of certain legal costsincurred, for a payment
to Mr. Clark of approximately $0.4 million. The Company and Mr. Clayton settled the outstanding matters, including potential claims for indemnification of certain legal costs
incurred, for payment to Mr. Clayton of approximately $1.0 million, net of adisgorgement of $0.4 million of bonuses previously paid to Mr. Clayton. All litigation related to the
Audit Committee I nvestigation has now been resolved.

New York Officel ease

In July 2007, the Company entered into alease (the “New York Leasg”) for corporate office space located at 119 West 40th Street, New York, NY 10018 (the “New York Office”).
Aspart of the New Y ork Lease, the landlord agreed to commence and substantially complete major capital improvements to the common areas of the New Y ork Office by June
2008. After June 2008, if the landlord has not made such progress on the capital improvements, the New Y ork Lease provides, among other things, for areduction in rent by one
half, until substantial completion of the capital improvements.

On February 16, 2011, the Company filed a complaint in the Supreme Court, New Y ork County, with respect to the New Y ork Lease. The Company asserted claims against the
landlord of the New Y ork Office; (i) for ajudgment declaring (a) that the Company is not in default under the New Y ork Lease and (b) that the rent previously paid by the
Company represents the full amount of rent; and (ii) for rescission of the New Y ork Lease as of June 30, 2008 by reason of default by the Landlord with respect to a material
provision under the New Y ork Lease requiring prompt completion of major capital improvements of the New Y ork Office’'s common areas. The motion is scheduled to be heard on
March 31, 2011.

On February 23, 2011, the receiver of the New Y ork Office commenced a non-payment proceeding in the Civil Court of the City of New Y ork against the Company. Thereceiver
seeks payment of allegedly past due and unpaid rent and additional rent under the New Y ork Lease. The Company vigorously deniesthat any rent or additional rent is due and
owing under the New Y ork L ease and has moved for an order removing this action to the Supreme Court, New Y ork County, and consolidating it with the previously commenced
action described above. That motion is also scheduled to be heard on March 31, 2011. See Item 8. Financial Statements and Supplementary Data Note 6 - Accrued Expenses and
Other Liabilities Note 10 - Commitments and Contingencies to the audited consolidated financial statements.

The Company is from time to timeinvolved in other litigation incidental to the conduct of its business, none of which is expected to be material to its business, financial
condition, or operations.

Item 4. (Removed and Reserved).
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PART I1.

Item5. Market for Registrant’s Common Equity, Related Stockholder Mattersand I ssuer Purchases of Equity Securities.

Thereiscurrently no established public trading market for our common stock. Our common stock is currently quoted on the OTC Markets under the symbol “HAMP.PK”. The
OTC Marketsisacentralized quotation service that collects and publishes market maker quotes for over-the-counter securitiesin real time. Over-the-counter market quotations,

like those on the OTC Markets, reflect inter-dealer prices, without retail mark-up, mark-down, or commission and may not necessarily represent actual transactions.

Asof March 8, 2011, the Company had 42 stockholders of record of our common stock, although we believe there are a significantly larger number of beneficial owners. The
following table sets forth the low and high sales prices of shares of our common stock for each of the quarters of 2010 and 2009 as reported by the OTC Markets:

2010 2009
Low High Low High
First Quarter $ 330 $ 460 $ 150 $ 5.50
Second Quarter 3.88 14.99% 1.75 5.55
Third Quarter 3.85 4.75 2.00 3.05
Fourth Quarter 3.01 450 250 3.99

*Intraday sales price on May 7, 2010.
The closing stock price on March 8, 2011 was $4.00.
Any determination to pay dividends will be made by our Board and will be dependent upon our financial condition, results of operations, capital requirements, and such other
factors as our Board may deem relevant. Our revolving credit facility contains restrictive covenants placing limitations on payment of cash dividends. We have not declared or

paid any dividends with respect to our common stock except a two-for-one stock split in the form of adividend in 2005.

On March 31, 2010, 1,305 shares were returned to the Company in accordance with the Hampshire Group, Limited 2009 Stock Incentive Plan which allows employees to satisfy
their applicable withholding tax obligations by using shares of common stock that would otherwise be deliverable upon the vesting of the restricted stock.

See Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Shareholder Matters for information regarding our equity compensation plan.
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Item 6. Selected Financial Data.

Thefollowing selected consolidated financial data should be read in conjunction with Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations and the consolidated financial statements, including the related notes, included hereinin Item 8. Financial Statements and Supplementary Data. The selected
consolidated financial data under the captions Statement of Operations Data and Balance Sheet Data as of and for the end of each of the yearsin the five-year period ended
December 31, 2010 are derived from our consolidated financial statements. The statement of operations data includes results from continuing operations, which excludes an
extraordinary gain on an acquisition made in 2006 as well as the discontinued operations of Marisa Christina, Shane Hunter, and David Brooksin each year presented. Our

historical results are not necessarily indicative of results to be expected in any future period.

(in thousands, except per share data)

Statement of Operations Data:
Net sales

Gross profit

Selling, general, and administrative expenses
Restructuring charges

Goodwill impairment loss

Special costs

Tender offer related costs

Income (loss) from operations

Income (loss) from continuing operations

Basic income (loss) per share from continuing operations
Diluted income (loss) per share from continuing operations
Basic weighted average common shares outstanding
Diluted weighted average common shares outstanding

Balance Sheet Data:

Cash and short term investments
Restricted cash

Working capital ()

Total assets

Long-term liabilities (1)
Total stockholders’ equity
Book value per share outstanding

(1) Excludes discontinued operations

Year Ended December 31,

2010 2009 2008 2007 2006
$ 134482 $ 165178 $ 240901 $ 257,046 $ 280,158
26,437 39,401 52,201 64,048 71,454
33,484 39,715 57,632 57,985 59,256
— 4,820 580 — —
— — 8,162 — —
4,481 4547 2,995 5,201 6,159
— 2,053 386 — —
$ (11528) $ AL734) $ 17554) $ 2 S 6,039
$ 9676) $ (6,006) $ 248%) $ 2761 $ 3,341
$ L74) $ (110) $ (G6l) $ 035 $ 0.43
$ L74) $ (110) $ (G6l) $ 035 $ 0.43
5,554 5,482 6,884 7,860 7,855
5,554 5,482 6,884 7,860 7,862

2010 2009 2008 2007 2006
$ 38720 $ 33365 $ 35008 $ 48431 $ 70,210
2,725 — — — —
51,920 59,627 61,643 81,466 82,029
78,553 86,929 98,706 156,468 147,234
13,950 14,656 14,480 135539 537
49,402 58,849 64,797 106,544 107,577
781 932 11.85 13.56 13.69
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Item 7. Management’s Discussion and Analysisof Financial Condition and Results of Operations.

The following discussion contains statements that are forward-looking. These statements are based on expectations and assumptions that are subject to risks and
uncertainties. Actual results could differ materially because of, among other reasons, factors discussed in the “ Safe Harbor” statement on pageii of thisreport and Item 1A —
Risk Factors and elsewherein thisreport. The commentary should be read in conjunction with the consolidated financial statements and related notes and other statistical
information included in thisreport.

OVERVIEW

Thefollowing isagraphical illustration (it does not represent an actual time period, actual revenues, actual cash balances, etc.) of the historical seasonal nature of our business.

AN

Cash & Cash Revenue
Equivalents

l

Operating
Income or Loss

Q1 Q2 Q3 Q4

Our product mix, which has a high concentration of sweaters, skews our revenues to the third and fourth quarters and accounted for approximately 74% of our net salesin 2010.
Inventory beginsto risein the second quarter and typically peaks during the third quarter before descending to its cyclical low in the fourth quarter. Trade receivable balances
rise commensurately with sales. Cash balances follow the cycle asinventory is purchased, product is sold, and trade receivables are collected. Funding inventory and pending
trade receivable collections depl ete cash balances, generally requiring draws from our revolving credit facility in the third or fourth quarters. Our income or loss from continuing
operations has generally been correlated with revenue, as alarge percentage of our profits have historically been generated in the third and fourth fiscal quarters.

We are a provider of women's and men'’s sweaters, wovens and knits, and a designer and marketer of branded apparel in the United States. As aholding company, we operate
through our wholly-owned subsidiaries: Hampshire Designers, Inc. and Item-Eyes, Inc. which in turn hold our operating divisions—Women's and Men's. We were established
in 1977 and are incorporated in the state of Delaware.

Our Women'sdivision is comprised of both our women's knitwear business, known as Hampshire Designers, Inc. and our of women’s related sportswear business, known as
Item Eyes. Our men’'s division, known as Hampshire Brands, offers both sweaters and sportswear.

13




Our products, both branded and private |abel, are marketed in the moderate and better markets through multiple channels of distribution including national and regional
department and chain stores. All of our divisions source their product with what we believe are quality manufacturers. Keynote Services, Limited, our subsidiary based in China,
assists with our sourcing needs and provides quality control.

Our primary strength is our ability to design, develop, source, and deliver quality products within a given price range, while providing superior levels of customer service. We
have developed international sourcing abilities that permit usto deliver quality merchandise at competitive pricesto our customers.

Our divisions source the manufacture of their product with factories primarily located in Southeast Asia. Our products are subject to price increases, which we try to offset by
achieving sourcing efficiencies, controlling costsin other parts of our operations and, when necessary, passing along a portion of our cost increases to our customers through
higher selling prices. We purchase our products from international suppliersin U.S. dollars.

The apparel market is highly competitive. Competition is primarily based on product design, price, quality, and service. We face competition from apparel designers,
manufacturers, importers, licensors, and our own customers' private label programs, many of which are larger and have greater financial and marketing resources than we have
availableto us.

The 2009 and 2010 economic environment was characterized by, among other things, a decline in consumer spending, substantial tightening of credit markets, and inflationary
pressures on our cost of goods. Accordingly, our prioritiesincluded:

= Restructuring of management. During 2009, in light of a prolonged and accelerating decline in operating results, our Board of Directors initiated a plan to restructure
the management team to better position the Company to meet the challenges posed by the economic environment in 2009 and to establish a framework for future
growth. This plan resulted in the reduction of senior management from eight to four positions, the departure of five executives, the appointment of Heath L. Golden as
President and Chief Executive Officer, and the hiring of Howard L. Zwilling as President of Women's Apparel. Mr. Zwilling joined us with more than 30 years of
operational and merchandising expertise in the retail industry and a strong knowledge of the women's apparel sector from former leadership roles at Jones Apparel
Group. During October 2010, we further strengthened our management team by appointing Eric G. Prengel as President of Men's Apparel. Mr. Prengel brings nearly two
decades of expertisein developing and growing menswear brands, most recently at HMX LLC (formerly Hartmarx Corporation).

= Broadening our customer base and our diversifying sales channels. We remained focused on exploring opportunities to grow our sales and expand our retail
relationships in 2010. As part of these efforts, in the second quarter we acquired scott james™, a men’s specialty retailer and wholesaler provider. A contemporary
menswear collection primarily selling to upscale specialty stores, scott james™ marked an important first step in our ongoing mission to strengthen and deepen our
retail relationships.

= Reducing our overhead to a level commensurate with projected revenue. We continued our cost reduction efforts initiated in 2009 by implementing tighter controls
on discretionary spending, reducing compensation, and streamlining initiatives. We also continued to rationalize office space and staff, including the consolidation of
certain support and production functions and outsourcing of certain corporate functions.

= Decentralizing our sourcing to achieve reductions in cost of goods sold. During 2008, we sourced over 95% of our goods within China largely through three
Company officesin China, which employed over 130 people and were overseen by a global sourcing executive reporting to the Chief Executive Officer. During 2009, we
reduced our China-based organizational structure to 26 employees and one office and are making a concerted effort to explore sourcing opportunities in, among other
places, Bangladesh, Vietnam, India and Indonesia. In addition, rather than have sourcing as a corporate function, it is now handled at the division level. This structure
remained in effect during 2010 and resulted in more effective collaboration between our sales and design teams, on the one hand, and our third party factories, on the
other hand. This structure has helped manage cost of goods sold and ingoing margins and enabled us to reduce the portion of our goods sourced in Chinato 87%.

= Improving cash flow. Prior to 2009, we paid for virtually al of our goods using letters of credit, which required a credit facility with significant capacity and resulted in
meaningful costs. We have since obtained open terms from most of our major suppliers, which has resulted in us increasing our average time outstanding for trade
payables and permitted us to significantly reduce the size of our credit facility and its associated costs. Further in October 2010, we entered into a new credit facility
with more favorable terms that replaced the prior credit facility initsentirety. See Liquidity and Capital Resources.
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In addition, we believe these other initiatives will better position the Company for the long term.

In October 2010, we entered into a new asset based revolving credit agreement that replaced our prior facility inits entirety. We expect the new facility will provide greater
flexibility in the operation of our business. The overall fee structure and interest rates under the new facility are at rates comparable to or below the previous credit facility, such
that we expect to recognize ongoing savings. See Liquidity and Capital Resources.

In October 2009, we adopted stock and cash incentive compensation plans, which are administered by the Board or acommittee appointed by the Board. The plans are designed
to assist usin attracting, retaining, motivating, and rewarding key employees, officers, directors, and consultants, and promoting the creation of long-term value for stockholders
of the Company by closely aligning the interests of these individuals with those of our stockholders.

Richard A. Mandell, who served as President and Chief Executive Officer from April 2009 to July 2009, was appointed Chairman of the Board in February 2010. Peter H.
Woodward became a director in December 2009 and was named Chairman of the Audit Committee in June 2010. In June 2010, Janice E. Page and Robert C. Siegel were elected to
the Board, replacing two retiring board directors. Janice E. Page was named Chairwoman of the Nominating Committee upon her election.

Restructuring and Cost Reduction Plan

In April 2009, we initiated the 2009 Restructuring (the “ 2009 Restructuring”) designed to significantly reduce our fixed cost structure, improve our return on invested capital,
increase our operating efficiency, and better position us for the long term. The components of the 2009 Restructuring included a net reduction of over 170 employees, or
approximately 50% of the our global workforce, with approximately 110 of the positions associated with our China operations, atemporary compensation reduction program
applicable to senior-level employees, the suspension of our 401(k) matching contribution, the reorganization of certain operating functions, and the consolidation of our New

Y ork and Asian operations. The reduction in our workforce was necessitated by reduced sales volume and the outsourcing of certain functions, which resulted in the elimination
of positions at every level of the Company.

Our selling, general, and administrative expenses for the year ended December 31, 2010 were $33.5 million compared with $39.7 million for the same period last year, largely the
result of the restructurings and a $1.1 million decrease in warehousing costs due to adecline in volume.

The 2009 Restructuring was completed in the fourth quarter of 2009 at a cost of $4.8 million and isreflected in Restructuring Charges on the Consolidated Statement of
Operations. See Item 8. Financial Statements and Supplementary Data Note 16 — Restructuring and Cost Reduction Plans to the audited consolidated financial statementsfor
additional discussion of these events. There were no such charges during 2010.

Compensation Plans
On October 21, 2009, we adopted stock and cash incentive compensation plans, which are administered by the Board or acommittee appointed by the Board.

The Hampshire Group, Limited 2009 Stock Incentive Plan (the “ Stock Plan”) is designed to assist usin attracting, retaining, motivating, and rewarding key employees, officers,
directors, and consultants, and promoting the creation of long-term value for stockholders of the Company by closely aligning the interests of these individual s with those of
our stockholders. The Stock Plan permits us to award eligible persons nonqualified stock options, restricted stock, and other stock-based awards. In connection with the
adoption of the Stock Plan, the Board authorized 880,000 shares of restricted stock under the Stock Plan and initially approved grants totaling 862,500 shares, which consisted of
over 30 grants to employees, managers, named executive officers, and directors. Ten percent of each award of restricted stock is subject to time-based vesting with the remaining
90% of each award subject to performance-based vesting. As of December 31, 2010, the Company has approximately 840,000 shares of restricted stock awards outstanding.

In addition, we adopted the Hampshire Group, Limited 2010 Cash Incentive Bonus Plan (the “Bonus Plan”) pursuant to which we will grant annual performance-based bonuses
to approximately 30 employees, managers, and named executive officers. The goal of the Bonus Plan isto align the annual interests of our management and other key employees
with those of the Company and our stockholders by providing a cash bonusincentive for meeting annual goals set by the Board. Target bonus amounts under the Bonus Plan
will be a percentage of each participant’s base salary, and actual bonus amounts paid under the Bonus Plan will depend on the extent to which annual performance metrics are
achieved. Seeltem 8. Financial Statements and Supplementary Data Note 12 — Stock Awards, Compensation Plans, and Retirement Savings Plan to the audited consolidated
financial statements for additional discussion of these events.
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On March 17, 2010, the Compensation Committee terminated the Long-Term Bonus Plan and only $0.2 million of potential payments remain outstanding as of December 31, 2010.

Discontinued Operations
We continually review our portfolio of labels, businesslines, and divisionsto evaluate whether they meet profitability and performance requirements and arein line with our
business focus. Asapart of thisreview, we disposed and discontinued operations of certain divisions as outlined below.

In 2007, we sold certain assets of our Marisa Christinaand David Brooks divisions and ceased their domestic activities. In 2008, we sold certain assets of our Shane Hunter
division including inventory, trademarks, and other assets to a buyer which included former members of Shane Hunter’s management.

In accordance with U.S. generally accepted accounting principles (“GAAP"), our consolidated financial statements reflect discontinued operations separately on the results of
operations and financial position. The loss from discontinued operations, net of taxes, was $17,000 and $40,000 in the years ended December 31, 2010 and 2009, respectively. See
Item 8. Financia Statements and Supplementary Data Note 14 — Dispositions and Discontinued Oper ations to the audited consolidated financial statements for additional
discussion of these events.

Tender Offer

The Company announced on February 24, 2009 that it reached a definitive agreement (the “Merger Agreement”) to be acquired by NAF Acquisition Corp., adirect wholly owned
subsidiary of NAF Holdings 1, LLC (together with NAF Acquisition Corp., “NAF"). On April 26, 2009, the Company received aletter from NAF stating that NAF was terminating
the Merger Agreement effective immediately, as aresult of one or more alleged breaches of covenants and agreements on the part of the Company.

On September 28, 2009, the Company entered into a settlement and mutual release agreement (“ Settlement”) with NAF, pursuant to which the Company and NAF settled and
discharged all claimsrelated to and arising under the Merger Agreement and any ancillary agreements entered into in connection with the negotiation and execution of the
Merger Agreement. Under the terms of the Settlement, the Company agreed to reimburse NAF for approximately $0.8 million of approximately $2.1 million in transaction related
expensesincurred by NAF in connection with the Merger Agreement. The Company has not incurred significant expenses related to the tender offer since the Settlement and
believesthat it will not incur any significant expenses related thereto in the future.

The Company did not incur any expenses related to the Merger Agreement during 2010. Costs related to the tender offer are reflected in Tender offer related costs on the
Consolidated Statement of Operationstotaling $2.1 million in the year ended December 31, 2009. From the commencement of these activitiesin 2008, the Company incurred
approximately $2.4 million in such costs through December 31, 2009. See Item 8. Financial Statements and Supplementary Data Note 17 — Tender Offer to the audited
consolidated financial statements for additional discussion of these events.

Changein Independent Accountants

On September 28, 2009, we dismissed Deloitte & Touche, LLP as our independent registered public accountants. Concurrently, and upon the recommendation and approval of
the Audit Committee, we engaged BDO USA, LLP (formerly known as BDO Seidman, LLP) as our independent registered public accountants for the fiscal year ended December
31, 2009. See “Item 4.01 Changesin Registrant’s Certifying Accountant” in our Form 8-K filed with the SEC on October 2, 2009.
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RESULTSOF CONTINUING OPERATIONS

Y earsended December 31, 2010 and 2009

Net Sales

Net sales decreased to $134.5 million in 2010 from $165.2 million in 2009. The $30.7 million decrease resulted primarily from a declinein volume, principally in our women's

division, and slightly lower average selling prices as outlined in the table below:

Annual Rate/Volume

Per centage of
(In thousands) Dollars 2009
Net sales for the year ended December 31, 2009 $ 165,178 100.0%
Volume (26,640) (16.1%)
Average selling prices (4,056) (2.5%)
Net sales for the year ended December 31, 2010 $ 134,482 81.4%

We believe that the decrease in 2010 volume was due to a highly promotional environment and a shift by our customers toward their private and exclusive brands. If theseretail
conditions persist, our net sales and operating results will be adversely affected in 2011.

GrossProfit

Gross profit for 2010 was $26.4 million compared with $39.4 million for the same period last year, which reflected the decrease in net sales. The gross profit percentage was 19.6%
of net sales for 2010 compared with 23.9% for the same period last year. During 2009, we reversed a$5.1 million reserve related to a supplier dispute established in 2002 that we
determined in 2009 was no longer required. Excluding the reserve reversal, gross profit percentage was 20.8% of net sales for 2009. The remaining decrease in gross profit
percentage was primarily due to lower average selling prices. We confront increasing inflationary pressuresin our cost of goods, including those caused by rising costsin
transportation, labor and materials, particularly cotton. To the extent we cannot pass these increases onto our customers, our gross profit will be adversely affected in 2011.

Sdlling, General, and Administr ative Expenses
Selling, general, and administrative (“ SG&A”") expenses for the year ended December 31, 2010 were $33.5 million compared with $39.7 million for the same period last year. The

$6.2 million decrease in 2010 as compared to 2009 was primarily due to the combined effect of lower compensation and employee related expenses due to the 2009 Restructurings,
a$1.1 million decline in warehousing costs due to lower volumes, and our efforts to reduce other expenses across the Company. However, SG& A expenses as a percentage of
net sales slightly increased to 24.9% in 2010 from 24.0% in 2009, due to the decline in net salesin 2010.

Special Costs

We report certain costs as Special Costsincluding, but not limited to, the costs associated with the Audit Committee Investigation, the assessment and remediation of certain
tax exposures, the restatement of the financial statements which resulted from the findings of the Audit Committee Investigation, investigations by the SEC and the U.S.
Attorney’s Office, a stockholder derivative suit, Nasdaq Global Market listing related costs, director and officer insurance expense, legal and other expenses related to the now
settled arbitration and litigation with Messrs. Kuttner, Clayton and Clark. See Item 3. Legal Proceedings and Item 8. Financial Statements and Supplementary Data Note 1 —
Organization and Summary of Significant Accounting Policies to the audited consolidated financial statements for additional discussion of these events. Weincurred $4.5
millionin Special Costs for both years ended December 31, 2010 and 2009 due to litigation with Messrs. Clayton and Clark. All litigation related to the Audit Committee
Investigation has now been resolved, and thus, we do not expect to incur significant expenses associated with the Audit Committee | nvestigation going forward.

Income Taxes

Our income tax benefit for the year ended December 31, 2010 of $2.4 million was the result of a$1.1 million net benefit we recorded as aresult of achangein U.S. tax laws during
the fourth quarter of 2009 allowing usto carry back net operating losses to prior periods and the net release of $1.3 million of certain tax reserves as aresult of expiring statutes
of limitations. The carry back extended to periods in which statutes had |apsed, thereby re-opening those periods, and |eading us to re-establish income tax reserves, partialy
offsetting the benefit.

Our income tax benefit for the year ended December 31, 2009 of $6.3 million was the result of a$6.6 million receivable for arefund we recorded as aresult of achangein U.S. tax
laws during the fourth quarter of 2009, allowing usto carry back lossesto prior periods. The carry back extended to periods in which statutes had lapsed, thereby re-opening
those periods, and |eading us to re-establish income tax reserves, partially offsetting the benefit. See Item 8. Financial Statements and Supplementary Data Note 9 — Income
Taxes.
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INFLATION

We are subject to increased prices for the products we source due to both inflation and exchange rate fluctuations. We have historically managed to lessen the impact of
inflation by achieving sourcing efficiencies, controlling costsin other parts of our operations and, when necessary, passing along a portion of our cost increases to our
customers through higher selling prices. We confront increasing inflationary pressuresin our cost of goods, including those caused by rising costsin transportation, labor and
materials, particularly cotton. If these costs continue to rise at rates higher than those we have historically experienced, there can be no guarantee that we will be successful in
passing a sufficient portion of such increases onto our customers to preserve our gross profit.

LIQUIDITY AND CAPITAL RESOURCES

Our primary liquidity and capital requirements are to fund working capital for current operations, consisting of funding the seasonal buildup in inventories and accounts
receivable and funding markdown allowances. Due to the seasonality of the business, we generally reach our highest level of borrowing under our revolving credit facility
during the third and fourth quarters of the year. Our primary sources of funds to meet our liquidity and capital requirements include cash on hand, funds generated from
operations and borrowings under our revolving credit facility.

On October 28, 2010, the Company entered into a new credit agreement (referred to as the “ Credit Facility”) with Wells Fargo Capital Finance, LLC, which replaced our prior
facility initsentirety.

The Credit Facility isa$50.0 million asset based revolving credit facility, including trade and standby letters of credit, with a $30.0 million sub-limit for letters of credit. The Credit
Facility has aterm of four years, matures on October 28, 2014, and is secured by substantially all assets of the Company and each of its domestic subsidiaries. Revolving credit
loans are limited to a borrowing base, which considers cash deposited into arestricted account, accounts receivable and inventory. The Credit Facility contains customary
conditions precedent to each borrowing, including absence of defaults and accuracy of representation and warranties. The Credit Facility contains customary affirmative and
negative covenants which include afixed charge coverage covenant that takes effect only when and so long as the Company does not meet minimum liquidity requirements that
adjust based on the seasonality of the Company’s business. The Credit Facility is designed to provide working capital and letters of credit that will be used primarily for the
purchase and importation of inventory and for general corporate purposes.

The Company, at its discretion, may prepay outstanding principal, in whole or part, at any time. The Credit Facility requires prepayment of outstanding obligations and accrued
interest upon certain events, including in the event the amount outstanding under the Credit Facility exceeds the borrowing base. The Credit Facility also contains customary
provisions that enable Wells Fargo Capital Finance, LLC to accelerate payment of outstanding obligations under the Credit Facility upon certain events, including, among
others, non-payment of amounts due under the Credit Facility, breach of the fixed charge coverage ratio (which is applicable only so long as the Company does not meet
minimum liquidity requirements), insolvency, bankruptcy, a change of control of the Company, and if certain liens on the collateral securing the obligations under the Credit
Facility fail to be perfected. The Company was in compliance with all covenants related to the Credit Facility as of December 31, 2010.

At December 31, 2010, there were no outstanding borrowings from the Credit Facility with approximately $11.8 million of availability and approximately $33.7 million of cash that
isnot included in the availability calculation. The highest level of borrowings outstanding during 2010 was $4.3 million. At December 31, 2010, letters of credit outstanding were
approximately $6.6 million as compared to $4.6 million at December 31, 2009, primarily the result of timing in product delivery. The highest balance of letters of credit outstanding
during the year ended December 31, 2010 was approximately $15.7 million attained during July 2010, with an average balance outstanding for the year of $9.8 million.

We, in the normal course of business, issue binding purchase orders to secure product for future sales to our customers. At December 31, 2010, these open purchase orders
amounted to approximately $40.8 million, of which approximately $3.2 million were covered by open letters of credit. Of the $3.2 million in open letters of credit, $0.9 million is cash
collateralized with our previousissuing bank and will be used to pay such letters of credit as needed. The majority of the purchases made pursuant to open letters of credit will
be received during the first six months of 2011. In addition, there were standby letters of credit for approximately $3.4 million related to other matters, of which, $1.0 million is cash
collateralized with our pervious issuing bank.
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We believe that our cash on hand, borrowings available to us under the Credit Facility, and cash flow from operations will provide adequate resources to meet our capital
requirements and operational needs for the next twelve months.

CONTRACTUAL OBLIGATIONS

Future contractual obligations related to long-term debt, deferred compensation, non-cancel able operating leases, minimum royalty payments, and other obligations at December
31, 2010 were as follows:

Payments Due By Period

Lessthan 1

(in thousands) Total Y ear 1-3Years 3-5Years After 5Years
Long-term debt $ 79 $ 6 $ 43 % - 8 =
Operating leases 59,040 5,170 10,555 9,432 33,883
Royalty payments 5,359 3,631 1,728 - -
Standby letters of credit 3,350 3,350 - - -
Open purchase orders 40,806 40,806 - - -
Other commitments 356 308 48 - -

Total @ $ 108990 $ 53301 $ 12374  $ 9432 $ 33,883

(1) Contingent obligations such as those rel ating to uncertain tax positions generally do not have specific payment dates and accordingly have been excluded from the above
table. We believe that within the next 12 monthsit is reasonably possible that we could pay approximately $0.3 million related to uncertain tax positions, which includes an
estimate for interest and penalties.

Net cash provided by continuing operating activities was $5.2 million for the year ended December 31, 2010, as compared to net cash used in continuing operating activities of
$0.4 millionin 2009. Theincreasein net cash provided by continuing operating activitiesin 2010 as compared with 2009 was primarily the result of a decrease in the net change of
trade accounts receivables and other receivables, which primarily reflectsincome tax refunds.

Net cash used in continuing investing activities was approximately $1.4 million for the year ended December 31, 2010, as compared to net cash used of $0.3 millionin 2009. The
2010 activity primarily reflects the acquisition of scott james™ in May 2010. See Item 8. Financia Statements and Supplementary Data Note 18 - Acquisition.

Net cash used in continuing financing activities in the year ended December 31, 2010 was $3.5 million and primarily reflects cash collateralized with our previousissuing bank
that will be used to pay the related letters of credit as needed and the credit facility costs capitalized for the New Credit Facility. See Item 8. Financial Statements and
Supplementary Data Note 7 Borrowings.

OFF-BALANCE SHEET ARRANGEMENTS

We utilize letters of credit and are a party to operating leases. It is currently not our business practice to have material relationships with unconsolidated entities or financial
partnerships, such as entities often referred to as structured finance or special purpose entities, which would have been established for the purpose of facilitating off-balance
sheet arrangements.

CRITICAL ACCOUNTING POLICIESAND ESTIMATES

The preparation of financial statements requires management to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues, and expenses, and
related disclosure of contingent assets and liabilities. On an ongoing basis, management eval uates its estimates, including those related to allowances for markdowns, customer
returns and adjustments, doubtful accounts, inventory reserves, discontinued operations, and income taxes payable. Management basis its estimates on historical information
and experience and on various other assumptions that management believes to be reasonable under the circumstances, the results of which form abasis for making judgments
about the carrying value of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates because of conditions, which
differ from those assumed.
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Thefollowing critical accounting policies relate to the more significant judgments and estimates used in the preparation of the consolidated financial statements:

Income Taxes

We account for income taxes under the asset and liability method. We recognize deferred income taxes, net of valuation allowances, for the estimated future tax effects of
temporary differences between the financial statement carrying amounts of existing assets and liabilities and their tax basis and net operating loss carryforwards. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or
settled. The effect on deferred tax assets and liabilities of achangein tax ratesisrecognized in income in the period that includes the enactment date.

We evaluate the realizability of deferred tax assets on aregular basis for each taxable jurisdiction. In making this assessment, we consider whether it is more likely than not that
some portion or all of deferred tax assets will not be realized. The ultimate realization of deferred tax assetsis dependent upon the generation of future taxable income during the
periods in which those temporary differences become deductible. We consider all available evidence, both positive and negative, in making this assessment.

If we determine that we expect to realize deferred tax assetsin excess of the recorded net amounts, areduction in the deferred tax asset valuation allowance would decrease
income tax expense in the period such determination is made. Alternatively, if we determine that we no longer expect to realize a portion of our net deferred tax assets, an increase
in the deferred tax asset valuation allowance would increase income tax expense in the period such determination is made.

We assess our income tax positions and record tax benefits for all years subject to examination based upon our evaluation of the facts, circumstances and information available
at the reporting date. For those tax positions whereit is more likely than not that atax benefit will be sustained, we have recorded the largest amount of tax benefit that may
potentially be realized upon ultimate settlement with ataxing authority that has full knowledge of all relevant information. For those income tax positions where it is not more
likely than not that atax benefit will be sustained, no tax benefit has been recognized in the financial statements.

Intangible Assets

The annual impairment testing required by GAAP requires us to use our judgment and could require us to write down the carrying value of our goodwill using atwo-step
process. Thefirst step requires comparing the fair value of the reporting unit with our carrying amount, including goodwill. If that fair value exceeds the carrying amount, the
second step of the processis not required to be performed, and no impairment chargeis required to be recorded. If that fair value does not exceed that carrying amount, we must
perform the second step, which requires an allocation of the fair value of the reporting unit to all assets and liabilities of that unit asif the reporting unit had been acquiredin a
purchase business combination and the fair value of the reporting unit was the purchase price. The goodwill resulting from that purchase price allocation is then compared to the
carrying amount with any excess recorded as an impairment charge.

We conducted our annual impairment analysisin the fourth quarter of 2010. To determine the fair value of the reporting unit we utilize discounted cash flows, using ten years of
projected unleveraged free cash flows and terminal EBITDA earnings multiples. The discounted cash flow valuation uses projections of future cash flows and includes
assumptions concerning future operating performance and economic conditions and may differ from actual future cash flows.

Allowances for Customer Returnsand Adjustments

We reserve for customer returns, trade discounts, advertising allowances, customer chargebacks, and for sales and markdown allowances granted to customers at the end of
selling seasons, which enable customers to markdown the retail sales prices on closeout products. The estimates for these allowances and discounts are based on a number of
factors, including: (a) historical experience, (b) industry trends, and (c) specific agreements or negotiated amounts with customers.

Further, while we believe that we have negotiated all substantial sales and markdown allowances with our customers for the season recently completed, additional allowances for
the spring season are anticipated and have been provided for goods shipped prior to year end and others may be requested by customers for the concluded seasons. Likewise,
should the performance of our products at retail establishments exceed our historical performance levels and result in favorabl e settlements of previously reserved amounts, we
may reduce our recorded allowances.
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Inventory Reserves

We analyze out-of-season merchandise to determine reserves, if any, that may be required to reduce the carrying value to net realizable value. Additionally, we provide reserves
for current season merchandise whose carrying value is expected, based on historical experience, to exceed our net realizable value. Factors considered in evaluating the
requirement for reserves include product styling, color, current fashion trends, and quantities on hand. Some of our products are "classics" and remain saleable from one season
to the next, and therefore, generally, no reserves are required on these products. An estimate is made of the market value, less expense to dispose and anormal profit margin, of
products whose value is determined to beimpaired. If these products are ultimately sold at |ess than estimated amounts, additional losses will be recorded. Likewise, if these
products are sold for more than estimated amounts, reserves may be reduced.

Restructuring and Other Operating L ease Obligations

We recognize aliability for coststo terminate an operating |ease obligation before the end of its term if we no longer derive an economic benefit from the lease. Theliability is
recognized and measured at its fair value when we determine that the cease use date has occurred and the fair value of the liability is determined based on the remaining lease
rentals due, reduced by estimated sublease rental income that could be reasonably obtained for the property. The estimate of subsequent sublease rental income may change
and require future changes to the fair value of the liabilities for the |ease obligations.

Discontinued Operations
We have reclassified from continuing operations the results of operations and financial position of the Marisa Christina and Shane Hunter divisions separately as discontinued
operations.

RECENT ACCOUNTING PRONOUNCEMENTS

In January 2010, the Financial FASB issued Accounting Standard Update (“ ASU”) 2010-06, “ Fair Value Measurements and Disclosures,” which amends the disclosure
requirements related to recurring and nonrecurring fair value measurements. The guidance requires disclosure of transfers of assets and liabilities between Level 1 and Level 2 of
the fair value measurement hierarchy, including the reasons and the timing of the transfers and information on purchases, sales, issuance, and settlements on a gross basisin the
reconciliation of the assets and liabilities measured under Level 3 of the fair value measurement hierarchy. The guidance is effective for annual and interim reporting periods
beginning after December 15, 2009, except for Level 3 reconciliation disclosures which are effective for annual and interim periods beginning after December 15, 2010. The
Company adopted these amendmentsin the first quarter of 2010 and the adoption did not have amaterial impact on the disclosures of the Company’s consolidated financial
statements.

In February 2010, the FASB issued ASU 2010-09 “ Subsequent Events - Amendments to Certain Recognition and Disclosure Requirements” (*ASU 2010-09"), which amends
FASB ASC Topic 855, Subsequent Events, so that SEC filers no longer are required to disclose the date through which subsequent events have been evaluated in originally
issued and revised financial statements. ASU No. 2010-09 was effective immediately and the Company adopted these new requirementsin the first quarter of 2010. The adoption
did not have amaterial impact on the disclosures of the Company’s consolidated financial statements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Market risk represents the risk of loss that may affect the financial position, results of operations or cash flows of the Company due to adverse changesin financial and product
market prices and rates. We are exposed to market risk in the area of changing interest rates. We are also exposed to market risk due to increased costs of our products.

Our borrowings under the Credit Facility have variable rates based on, at our option, the primeinterest rate of the lending institution, or the LIBOR rate. The impact of a
hypothetical 100 basis point increase in interest rates on our variable rate debt (borrowings under the revolving Credit Facility and prior credit facility) would have been minimal
in 2010 and 2009 due to the negligible short-term borrowings.

In purchasing apparel in international markets, we initiate production orders that require the payment of dollars. Prices arefixed in U.S. dollars at the time the Company submits
and order to avendor; therefore, we do not have any reason to engage in derivative financial instruments to mitigate these market risks.
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Item 8. Financial Statementsand Supplementary Data.
(a) Audited Financial Statements
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Hampshire Group, Limited
New York, New York

We have audited the accompanying consolidated balance sheets of Hampshire Group, Limited and Subsidiaries (the “Company”) as of December 31, 2010 and 2009 and the
related consolidated statements of operations, stockholders' equity, and cash flows for the years then ended. In connection with our audit of the financial statements, we have
also audited the financial statement schedule listed in the accompanying index. These financial statements and schedule are the responsibility of the Company’s management.
Our responsibility isto express an opinion on these financial statements and schedule based on our audit.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not required to have, nor were we
engaged to perform, an audit of itsinternal control over financial reporting. Our audit included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial
statements and schedule. We believe that our audits provide areasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Hampshire Group, Limited and Subsidiaries
at December 31, 2010 and 2009, and the results of their operations and their cash flows for the years then ended, in conformity with accounting principles generally accepted in
the United States of America.

Also, in our opinion, the financial statement schedule, when considered in relation to the basic consolidated financial statements taken as awhole, present fairly, in all material
respects, the information set forth therein.

/S BDOUSA.LLP
BDOUSA, LLP

Charlotte, North Carolina
March 18, 2011

22




(In thousands, except par value and shares)
Current assets:

Cash and cash equivalents

Restricted cash

Accounts receivable, net

Other receivables

Inventories, net

Other current assets

Assets of discontinued operations
Total current assets

Fixed assets, net
Goodwill
Other assets

Total assets

Current liabilities:
Current portion of long-term debt
Accounts payable
Accrued expenses and other liabilities
Liabilities of discontinued operations
Total current liabilities
Long-term debt less current portion
Noncurrent income tax liabilities
Deferred rent
Other long-term liabilities
Total liabilities

Commitments and contingencies

Stockholders equity:

Hampshire Group, Limited and Subsidiaries
Consolidated Balance Sheets
December 31, 2010 and 2009

Preferred stock, $0.10 par value, 1,000,000 shares authorized; none issued
Series A junior participating preferred stock, $0.10 par value, 10,000 shares authorized at December 31, 2010 and

December 31, 2009, respectively; noneissued
Common stock, $0.10 par value, 10,000,000 shares authorized; 8,243,784 sharesissued at December 31, 2010 and 2009

Additional paid-in capital
Retained earnings

Treasury stock, 1,914,549 and 1,927,119 shares at cost at December 31, 2010 and 2009, respectively

Total stockholders” equity

Total liabilities and stockholders’ equity

See accompanying notes to consolidated financial statements.
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2010 2009
33720 $ 33,365
2,725 —
16,410 21,708
2,117 7,663
8,965 8,137
2,710 1,606
= 152
66,647 72,631
9,495 11,283
1,204 —
1,207 3,015
78553 $ 86,929
%6 $ 39
8,537 7,256
6,154 5,557
474 572
15,201 13,424
43 79
5,703 6,389
7,210 7,081
994 1,107
29,151 28,080
824 824
30,008 29,948
32,553 42,246
(14,073) (14,169)
49,402 58,849
78553 $ 86,929




Hampshire Group, Limited and Subsidiaries
Consolidated Statements of Operations
Y ears Ended December 31, 2010 and 2009

(In thousands, except per share data) 2010 2009
Net sales $ 134482 $ 165,178
Cost of goods sold 108,045 125,777
Gross profit 26,437 39,401
Selling, general, and administrative expenses 33,484 39,715
Restructuring charges — 4,820
Special costs 4,481 4,547
Tender offer related costs — 2,053
Loss from operations (11,528) (11,734)
Other income (expense):
Interest income 68 176
Interest expense (479) (323)
Other, net (96) (376)
L oss from continuing operations before income taxes (12,035) (12,257)
Income tax benefit (2,359) (6,251)
Loss from continuing operations (9,676) (6,006)
Loss from discontinued operations, net of taxes (17) (40)
Net loss $ (9693 $ (6,046)
Basic loss per share:
Loss from continuing operations $ 174 $ (110
Loss from discontinued operations, net of taxes (0.00) (0.02)
Net loss $ (L74) $ (111)
Diluted loss per share:
Loss from continuing operations $ (L74) $ (1.10)
Lossfrom discontinued operations, net of taxes (0.00) (0.01)
Net loss $ (174) $ (1.11)
Weighted average number of shares outstanding:
Basic weighted average number of common shares outstanding 5,554 5,482
Diluted weighted average number of common shares outstanding 5,554 5,482

See accompanying notes to consolidated financial statements.
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(In thousands, except shares)

Balance at December 31, 2008

Net loss

Restricted stock grants

Stock based compensation — restricted stock
Balance at December 31, 2009

Net loss

Restricted stock grants

Restricted stock forfeitures

Purchase of treasury shares

Stock based compensation — restricted stock
Balance at December 31, 2010

Hampshire Group, Limited and Subsidiaries
Consolidated Statements of Stockholders Equity

Y ears Ended December 31, 2010 and 2009

Common Stock Additional Treasury Stock Total
Paid-in Retained Stockholders’
Shares Amount Capital Earnings Shares Amount Equity
8243784 $ 824 $ 36,079 $ 48,292 2,774619 $ (20,398) $ 64,797
— — — (6,046) — — (6,046)
— — (6,229) — (847,500) 6,229 —
— — 98 — — — 98
8,243,784 824 29,948 42,246 1,927,119 (14,169) 58,849
— — — (9,693) — — (9,693)
— — (1,213) — (165,000) 1,213 —
— — 1,112 — 151,125 (1,112) —
— — — — 1,305 (5) (5)
_ — 251 — — — 251
8243784 $ 824 $ 30,098 $ 32,553 1914549 $ (14073) $ 49,402

See accompanying notes to consolidated financial statements.
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Hampshire Group, Limited and Subsidiaries
Consolidated Statements of Cash Flows
Y ears Ended December 31, 2010 and 2009

(Inthousands)

Cash flows from operating activities:
Net loss
Less: Lossfrom discontinued operations, net of taxes
Loss from continuing operations
Adjustments to reconcile loss from continuing operations to net cash provided by (used in) operating activities:
Depreciation and amortization
Reversal of supplier dispute accrual
Non-cash restructuring charges
Stock based compensation
Loss on sale or disposal of fixed assets
Deferred compensation expense
Changes in operating assets and liabilities:
Receivables, net
Inventories, net
Other assets
Liabilities
Net cash provided by (used in) continuing operating activities
Net cash provided by (used in) discontinued operations
Net cash provided by (used in) operating activities
Cash flows from investing activities:
Capital expenditures
Acquisition of abusiness
Proceeds from sales of fixed assets
Net cash provided by (used in) continuing investing activities
Net cash provided by (used in) discontinued operations
Net cash provided by (used in) investing activities
Cash flows from financing activities:
Increase in cash restricted for the collateralization of |etters of credit
Decrease in cash restricted for the collateralization of letters of credit
Proceeds from line of credit
Repayment of line of credit
Purchase of treasury stock
Repayment of long-term debt
Capitalized credit facility costs
Net cash provided by (used in) continuing financing activities
Net cash provided by (used in) discontinued operations
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosures of cash flow information:
Cash paid during the year for income taxes
Cash paid during the year for interest
Equipment acquired under capital lease

See accompanying notes to consolidated financial statements.
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2010 2009
(9693) $ (6,046)
17 40
(9,676) (6,006)
2,726 2,549
— (5,081)
— 1,210
251 98
Y 331
(58) —
10,844 2,517
(677) 2,774
730 2,263
1,033 (1,104)
5,207 (449)
37 (145)
5,244 (594)
(167) (359)
(1,210) =
— 27
1,377) (332)
@,377) (332)
(9,199) (13,523)
6,474 13523
9,634 14,645
(9,634) (14,645)
(5 —
(39) (30)
(743) @77)
(3512) (807)
(3,512) (807)
355 (1,733)
33,365 35,008
33720 $ 33,365
464 $ 554
501 294
— 115




Note1 - Organization and Summary of Significant Accounting Policies
Organization

Hampshire Group, Limited (“Hampshire Group" or the "Company"), through its wholly owned subsidiaries Hampshire Designers, Inc. ("Hampshire Designers"), Item-Eyes, Inc.
("lItem-Eyes"), and Keynote Services, Limited ("Keynote Services"), engagesin the apparel business and operates as one segment as its subsidiaries have similar economic
characteristics. The Company's corporate offices, sales, and showrooms arein New York, NY with back office functionsin Anderson, SC. Hampshire Designers and Item-Eyes,
source the manufacture of their products worldwide from manufacturers and their products are sold primarily in the United States to various national and regional department
stores and mass merchant retailers. Keynote Services, asubsidiary of Hampshire Designers based in China, assists with the sourcing and quality control needs of Hampshire
Designers and Item-Eyes.

Summary of Significant Accounting Policies

The preparation of financial statementsin accordance with generally accepted accounting principlesin the United States of America (“GAAP”) requires management to make
estimates and judgments that affect the reported amounts of assets, liabilities, revenues, and expenses and related disclosure of contingent assets and liabilities. On an ongoing
basis management eval uates its estimates, including those rel ated to allowances for markdowns, customer returns and adjustments, doubtful accounts, inventory reserves,
discontinued operations, and income taxes. The Company’s revenues are highly seasonal, causing significant fluctuationsin financial results for interim periods. The Company
sells apparel throughout the year but more than 70% of its annual sales historically occur in the third and fourth quarters, primarily due to the large concentration of sweatersin
the product mix and seasonality of the apparel industry in general. Management bases its estimates on historical experience and on various other assumptions that management
believes to be reasonable under the circumstances, the results of which form abasis for making judgments about the carrying value of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions; however, management believes that its estimates,
including those for the above described items, are reasonabl e and that the actual results will not vary significantly from the estimated amounts.

Income Taxes

The Company accounts for income taxes under the asset and liability method. The Company recognizes deferred income taxes, net of valuation allowances, for the estimated
future tax effects of temporary differences between the financial statement carrying amounts of existing assets and liabilities and their tax basis and net operating loss
carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the yearsin which those temporary differences are
expected to be recovered or settled. The effect on deferred tax assets and liabilities of achangein tax ratesis recognized in income in the period that includes the enactment date.

Management eval uates the realizability of deferred tax assets on aregular basis for each taxable jurisdiction. In making this assessment, management considers whether it is more
likely than not that some portion or all of deferred tax assets will not be realized. The ultimate realization of deferred tax assetsis dependent upon the generation of future taxable
income during the periods in which those temporary differences become deductible. Management considers all available evidence, both positive and negative, in making this
assessment.

If the Company determines that it expects to realize deferred tax assets in excess of the recorded net amounts, areduction in the deferred tax asset valuation allowance would
decrease income tax expense in the period such determination is made. Alternatively, if the Company determinesthat it no longer expects to realize aportion of its net deferred
tax assets, an increase in the deferred tax asset valuation allowance would increase income tax expense in the period such determination is made.

The Company assesses its income tax positions and records tax benefits for all years subject to examination based upon its eval uation of the facts, circumstances and
information available at the reporting date. For those tax positions where it is more likely than not that atax benefit will be sustained, the Company has recorded the largest
amount of tax benefit that may potentially be realized upon ultimate settlement with ataxing authority that has full knowledge of all relevant information. For those income tax
positionswhere it is not more likely than not that atax benefit will be sustained, no tax benefit has been recognized in the financial statements. See Note 9 — Income Taxes.
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Allowancesfor Customer Returnsand Adjustments

The Company reserves for customer returns, trade discounts, advertising allowances, customer chargebacks, and for sales and markdown allowances granted to customers at
the end of the selling seasons, which enable customers to markdown the retail sales prices on closeout products. The estimates for these allowances and discounts are based on
anumber of factors, including: (&) historical experience, (b) industry trends, and (c) specific agreements or negotiated amounts with customers.

Further, while the Company believes that it has negotiated all substantial sales and markdown allowances with its customers for the season recently completed, additional
allowances for the spring season are anticipated and have been provided for goods shipped prior to year end and others may be requested by customers for the concluded
seasons. Likewise, should the performance of the Company’s products at retail establishments exceed its historical performance levels and result in favorable settlements of
previously reserved amounts, recorded allowances may be reduced.

Inventory Reserves

The Company analyzes out-of-season merchandise on an individual stock keeping unit or SKU basis, to determine reserves, if any, that may be required to reduce the carrying
value to net realizable value. Additionally, the Company provides reserves for current season merchandise whose carrying value is expected, based on historical experience, to
exceed its net realizable value. Factors considered in evaluating the requirement for reserves include product styling, color, current fashion trends and quantities on hand. Some
of the Company's products are "classics" and remain saleable from one season to the next and therefore no reserves are generally required on these products. An estimateis
made of the market value, |ess expense to dispose and anormal profit margin, of products whose value is determined to be impaired. If these products are ultimately sold at less
than estimated amounts, additional reserves may be required. Likewise, if these products are sold for more than estimated amounts, reserves may be reduced.

Restructuring and Other Operating L ease Obligations
The Company recognizes aliability for costs to terminate an operating |ease obligation before the end of its term and no longer derives economic benefit from the lease. The

liability isrecognized and measured at its fair value when the Company determines that the cease use date has occurred and the fair value of the liability is determined based on
the remaining lease rentals due, reduced by estimated sublease rental income that could be reasonably obtained for the property. The estimate of subsequent sublease rental
income may change and require future changes to the fair value of the liabilities for the lease obligations.

Intangible Assets

The annual impairment testing under GAAP requires the Company to useits judgment and could result in awrite down the carrying value of goodwill using a two-step process.
Thefirst step requires comparing the fair value of the reporting unit with the carrying amount, including goodwill. If that fair value exceeds the carrying amount, the second step
of the processis not required to be performed, and no impairment charge is required to be recorded. If that fair value does not exceed that carrying amount, the Company must
perform the second step, which requires an allocation of the fair value of the reporting unit to all assets and liabilities of that unit asif the reporting unit had been acquiredin a
purchase business combination and the fair value of the reporting unit was the purchase price. The goodwill resulting from that purchase price allocation is then compared to the
carrying amount with any excess recorded as an impairment charge.

The Company performsits annual impairment test during the fourth quarter of each fiscal year and when otherwise warranted.

The Company also evaluates impairment of other intangible assets when events or changes in circumstances indicate the recovery of the carrying amount should be addressed.
Management has evaluated the carrying value of intangible assets and has determined that no impairment to assets used in continuing operations as of December 31, 2010 was
necessary. See Note 5 - Goodwill and Intangible Assets.

Principles of Consolidation
The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. The foreign currency translation gains or losses related to the

Company’s foreign subsidiary from its functional currency into U.S. dollars are not significant to the consolidated financial statements. All significant intercompany accounts
and transactions have been eliminated in consolidation.

Financial Instruments

The Company's financial instruments primarily consist of cash and cash equivalents, restricted cash, short-term investments, accounts receivable, accounts payable, and long-
term debt. The fair value of long-term debt isdisclosed in Note 7 — Borrowings. The carrying amounts of the other financial instruments are considered a reasonable estimate of
their fair value at December 31, 2010 and 2009, due to the short-term nature of the items. See Note 11 — Fair Value Measurements.
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Concentrations of Credit Risk
Financial instruments which potentially expose the Company to concentrations of credit risk consist primarily of trade accounts receivable.

Cash Equivalents and Restricted Cash

Cash equivalents consist of highly liquid investments with initial maturities of ninety days or less from the date of purchase. At December 31, 2010 the Company did not have
cash invested in interest bearing accounts. At December 31, 2009, interest bearing amounts were approximately $31.2 million. A significant amount of the Company's cash and
cash equivalents are on deposit in financial institutions and exceed the maximum insurable deposit limits.

Restricted cash consists of cash collateralized that will be used to pay letters of credit obtained from the Company’s previous issuing bank prior to obtaining the new credit
facility. SeeNote 7 —Borrowings. At December 31, 2010, approximately $2.7 million is classified as restricted cash.

Inventories
Inventories are stated at the lower of cost or market. Cost is determined using the first-in, first-out method for all inventories.

Fixed Assets

Fixed assets are recorded at cost. The Company provides for depreciation using the straight-line method over the estimated useful lives of the assets. Additions and major
replacements or improvements are capitalized, while minor replacements and maintenance costs are charged to expense asincurred. The cost and accumul ated depreciation of
assets sold or retired are removed from the accounts and any gain or lossisincluded in the results of operations for the period of the transaction.

Impairment of Long-Lived Assets
The Company evaluates the carrying value of itslong-lived assets based on criteria set forth in GAAP, and records impairment losses on such assets when indicators of
impairment are present and the fair value estimated for those assets are | ess than the assets' carrying amount.

Other Assets

On December 3, 2007, the Company purchased an insurance policy that insured a person who was a director or an officer of the Company for purposes of the Company’'s
2005/2006 directors and officers' insurance policy against litigation brought either by any director or officer of the Company who was terminated during 2006 or by the Company
directly (“Special D&O Insurance Policy”). The Special D& O Insurance Policy provided coverage of $7.5 million, had aterm of six years, and cost $4.1 million including taxes and
fees. This payment was treated as a prepaid expense as the policy covered asix year period and amortized at a rate of approximately $0.7 million per year. In August 2010, the
Company entered into settlements with the two remaining former officers who were terminated during 2006, and therefore, the remaining value of the Special D& O Insurance
Policy totaling $2.4 million was written off at July 3, 2010. The Company recognized expense related to the Special D& O Insurance Policy in the amount of $2.7 million and $0.7
million in 2010 and 2009, respectively. See Special Costs and Note 10 — Commitments and Contingencies.

Revenue Recognition
The Company recognizes sales revenue upon shipment of goods to customers, net of discounts, and the Company's estimate of returns, allowances, and co-op advertising.

Advertising Costs
Advertising costs are expensed asincurred and are included in Selling, general, and administrative expenses. Total advertising costs were approximately $1.0 million for both
years ended December 31, 2010 and 2009.

Shipping and Freight Costs
Costs to ship products to customers are expensed as incurred and are included in Selling, general, and administrative expenses. Total shipping and freight costs for the years
ended December 31, 2010 and 2009 totaled approximately $0.7 million and $1.1 million, respectively.

Special Costs

In 2006, the Audit Committee (the “ Audit Committee”) of the Board of Directors (“Board”) commenced an investigation related to, among other things, the misuse and
misappropriation of assets for personal benefit, certain related party transactions, tax reporting, internal control deficiencies, financial reporting, and accounting for expense
reimbursements, in each case involving certain members of the Company’s former management (“ Audit Committee Investigation”).
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The Company reports certain costs as Special Costsincluding, but not limited to, the costs associated with the Audit Committee Investigation, the assessment and remediation
of certain tax exposures, the restatement of the financial statements which resulted from the findings of the Audit Committee I nvestigation, investigations by the Securities and
Exchange Commission (“ SEC”) and the United States Attorney’s Office, a stockholder derivative suit, Nasdag Global Market listing related costs, the Special D& O Insurance
expense, legal and other expenses related to the now settled arbitration and litigation with Ludwig Kuttner, the Company’s former Chief Executive Officer, former Chairman, and
former Director of the Company, legal mattersinvolving former employees Charles Clayton and Roger Clark, and related matters. See Note 10 — Commitments and
Contingencies.

During the years ended December 31, 2010 and 2009, the Company incurred approximately $4.5 million in Special Costs each year. Special Costsincurred since inception of the
Audit Committee Investigation were approximately $23.5 million through December 31, 2010. All litigation related to the Audit Committee Investigation has now been resolved,
and thus, the Company does not expect to incur significant expenses associated with the Audit Committee I nvestigation going forward.

Earnings (L oss) Per Common Share

Basic earnings (10ss) per common share are computed by dividing net income (loss) by the weighted-average number of shares outstanding for the year. Diluted earnings per
common share are computed similarly; however, it is adjusted for the effects of the assumed exercise of the Company's outstanding restricted stock grants. The weighted-
average number of shares outstanding and the weighted-average number of diluted shares outstanding are cal culated in accordance with GAAP.

Stock Based Compensation
Stock-based compensation cost is measured at the grant date based on the fair value of the award and is recognized as expense ratably over the requisite service period, net of
estimated forfeitures. The Company awards market-based restricted stock to employees, managers, named executive officers, and directors.

During the years ended December 31, 2010 and 2009, the Company incurred $0.3 million and $0.1 million in stock based compensation. The Company’s stock-based employee
compensation plans are described more fully in Note 12 — Stock Awards, Compensation Plans, and Retirement Savings Plan.

Treasury Stock
The Company accounts for treasury shares using the cost method. Purchases of shares of common stock are recorded at cost and result in areduction of stockholders' equity.

The Company holds repurchased sharesin treasury for general corporate purposes, including issuances under various employee compensation plans. When treasury shares are
reissued, the Company uses aweighted average cost method. Purchase costsin excess of reissue price are treated as a reduction of retained earnings. Reissue price in excess of
purchase costsis treated as additional paid-in capital.

Discontinued Operations
In accordance with GAAP, the accompanying consolidated financial statements present separately the results of operations and financial position of discontinued operations.

Recent Accounting Standar ds

In January 2010, the Financial FASB issued Accounting Standard Update (“*ASU”) 2010-06, “ Fair Value Measurements and Disclosures,” which amends the disclosure
requirements related to recurring and nonrecurring fair value measurements. The guidance requires disclosure of transfers of assets and liabilities between Level 1 and Level 2 of
the fair value measurement hierarchy, including the reasons and the timing of the transfers and information on purchases, sales, issuance, and settlements on a gross basisin the
reconciliation of the assets and liabilities measured under Level 3 of the fair value measurement hierarchy. The guidance is effective for annual and interim reporting periods
beginning after December 15, 2009, except for Level 3 reconciliation disclosures which are effective for annual and interim periods beginning after December 15, 2010. The
Company adopted these amendmentsin the first quarter of 2010 and the adoption did not have a material impact on the disclosures of the Company’s consolidated financial
statements.

In February 2010, the FASB issued ASU 2010-09 “ Subsequent Events - Amendments to Certain Recognition and Disclosure Requirements” (“ASU 2010-09”), which amends
FASB ASC Topic 855, Subsequent Events, so that SEC filers no longer are required to disclose the date through which subsequent events have been evaluated in originally
issued and revised financial statements. ASU No. 2010-09 was effective immediately and the Company adopted these new requirementsin the first quarter of 2010. The adoption
did not have a material impact on the disclosures of the Company’s consolidated financial statements.
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Subseguent Events
The Company has eval uated subsequent events from the date of the consolidated balance sheet through the date the financial statements were issued. During this period, no
material recognizable subsequent events were identified, except as discussed in Note 10 — Commitments and Contingencies.

Note2 - Receivablesand Major Customers

The Company performs ongoing eval uations of the credit worthiness of its customers and maintains allowances for potential doubtful accounts. The accounts receivable at
December 31, 2010 and 2009 are stated net of allowances for doubtful accounts, customer returns, co-op advertising, customer charge backs, and for sales and markdown
allowances of approximately $17.6 million and $21.8 million, respectively.

The Company sells principally to department stores, catalog companies, specialty stores, mass merchants, and other retailerslocated principaly in the United States. The
Company's sales to its three largest customers for the year ended December 31, 2010 represented 26%, 15%, and 11% of total sales. For the year ended December 31, 2009, these
three major customers represented 27%, 16%, and 11% of total sales. At December 31, 2010 and 2009, 67% and 72%, respectively, of the total gross trade receivables were due
from these major customers.

The major components of other receivables at December 31, 2010 and 2009 were as follows:

(In thousands) 2010 2009
Current duty refunds receivable and related interest $ 873 $ 724
Receivable from suppliers 565 7
Income tax refunds receivable 206 6,650
Other 473 282
Other receivables $ 2117 $ 7,663

Note 3 - Inventories

Inventories at December 31, 2010 and 2009 consisted of the following:

(In thousands) 2010 2009
Finished goods $ 8588 $ 8,340
Raw materials and supplies 802 37
Total cost 9,390 8,377
Less: reserves (425) (240)

Inventories, net $ 8965 $ 8,137

Note4 - Fixed Assets

Fixed assets at December 31, 2010 and 2009 consisted of the following:

Estimated Useful

(In thousands) Lives 2010 2009
Leasehold improvements 5—15years $ 7471 $ 7,429
Machinery and equipment 3-—7years 3,846 3,833
Furniture and fixtures 3-7years 3,981 3,995
Software 3years 1,428 1,339
Construction in progress — 19 20
Total cost 16,745 16,616
Less: accumulated depreciation (7,250) (5,333)

Fixed assets, net $ 9495 $ 11,283

Depreciation expense was approximately $2.0 million for both the years ended December 31, 2010 and 2009.
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Note5— Goodwill and Other Intangible Assets

GAAP specifies criteriathat intangible assets acquired in a purchase method business combination must meet in order to be recognized and reported apart from goodwill and
that goodwill and intangible assets with indefinite useful lives no longer be amortized, but instead be tested for impairment. Management has evaluated the carrying value of
intangible assets and has determined that no impairment to assets used in continuing operations as of December 31, 2010 was necessary.

The Company recognized approximately $1.2 million of goodwill in the scott james™ acquisition based on the enhancement of the Company’s creative design and retail industry
and sourcing relationships through the employees who joined the Company as part of the acquisition. The Company expects arange of approximately $1.0 million to $1.2 million
in goodwill to be deductible for tax purposes. See Note 18 — Acquisition. A reconciliation of the beginning and ending carrying balance for goodwill in the consolidated balance
sheet is shown below:

(In thousands)

Goodwill acquired on May 20, 2010 $ 1,182
Purchase price adjustments 22
Goodwill as of December 31, 2010 $ 1,204

On October 28, 2010, the Company entered into anew credit facility, thereby replacing the previous credit facility in its entirety. As of December 31, 2010, approximately $0.7
million of capitalized credit facility feesare included in Other Assetsin the consolidated balance sheet. During 2010, approximately $0.4 million of amortization expense was
incurred with the previous credit facility and $0.3 million of unamortized capitalized loan costs related to the previous credit facility was written off as of the date of termination.
The current credit facility expiresin October 2014. Amortization expense for each fiscal year ending December 31 for the next three yearsis expected to be approximately $0.2
million. See Note 7 — Borrowings.

The following tables highlight the Company’ sintangible assets:

December 31, 2010 December 31, 2009
Gross Gross
Carrying Accumulated Carrying Accumulated

(In thousands) Amount Amortization Amount Amortization
Unamortized Intangibles:

Goodwill $ 1204 $ — 3 — $ —
Amortized Intangibles:

Capitalized credit facility fees $ 743 $ 31 $ 1085 $ 357
(In thousands) 2010 2009

Amortization expense $ 79 $ 510

Note6 - Accrued Expensesand Other Liabilities

Accrued expenses and other liabilities at December 31, 2010 and 2009 consisted of the following:

(In thousands) 2010 2009
Accrued rent $ 3612 $ 901
Compensation, benefits, and related taxes 920 1,162
Income tax reserves 109 638
Loss on sublease 174 565
Royalties 21 325
Other 1,318 1,966
Accrued expenses and other liabilities $ 6,154 $ 5,557

In addition, the Company has a non-current loss on sublease of $0.6 million and $0.8 million that is classified in Other long-term liabilities at December 31, 2010 and 2009,
respectively. See Note 16 — Restructuring and Cost Reduction Plans.
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Accrued rent represents allegedly past due and unpaid rent for the Company’sNew Y ork, NY office. See Note 10 — Commitments and Contingencies.

Note 7 - Borrowings

Long-Term Debt
Long-term debt, which is collateralized by equipment, at December 31, 2010 and 2009 consisted of the following:

(In thousands) 2010 2009

Note payable in monthly installments of $3 including interest at 5.66% $ — 3 3
Note payable in monthly installments of $4 including interest at 6.15% 79 115
Total long-term debt 79 118
Less: amount payable within one year (36) (39)
Amount payable after one year $ 3 $ 79

Thefair value of the long-term debt at December 31, 2010 and 2009, based on current market interest rates discounted to present value, was approximately equal to the recorded
amount.

Revolving Credit Facility
On October 28, 2010, the Company entered into anew credit agreement (referred to asthe “ Credit Facility”) with Wells Fargo Capital Finance, LLC.

The Credit Facility isa$50.0 million asset based revolving credit facility, including trade and standby letters of credit, with a $30.0 million sub-limit for letters of credit. The Credit
Facility has aterm of four years, matures on October 28, 2014, and is secured by substantially all assets of the Company and each of its domestic subsidiaries. Revolving credit
loans are limited to a borrowing base, which considers cash deposited into arestricted account, accounts receivable and inventory. The Credit Facility contains customary
conditions precedent to each borrowing, including absence of defaults and accuracy of representation and warranties. The Credit Facility contains customary affirmative and
negative covenants, which include afixed charge coverage covenant that takes effect only when and so long as the Company does not meet minimum liquidity requirements that
adjust based on the seasonality of the Company’s business. The Credit Facility is designed to provide working capital and letters of credit that will be used primarily for the
purchase and importation of inventory and for general corporate purposes.

The Company, at its discretion, may prepay outstanding principal, in whole or part, at any time. The Credit Facility requires prepayment of outstanding obligations and accrued
interest upon certain events, including in the event the amount outstanding under the Credit Facility exceeds the borrowing base. The Credit Facility also contains customary
provisions that enable Wells Fargo Capital Finance, LL C to accel erate payment of outstanding obligations under the Credit Facility upon certain events, including, among
others, non-payment of amounts due under the Credit Facility, breach of the fixed charge coverage ratio (which is applicable only so long as the Company does not meet
minimum liquidity requirements), insolvency, bankruptcy, achange of control of the Company, and if certain liens on the collateral securing the obligations under the Credit
Facility fail to be perfected. The Company was in compliance with all covenantsrelated to the Credit Facility as of December 31, 2010.

The obligations under the Credit Facility are secured by (i) afirst priority security interest in certain assets of the Company and the domestic subsidiaries of the Company that
are party to the Credit Facility in their capacity as borrowers or party to the separate guaranty agreement executed in connection with the Credit Facility, (ii) apledge of all issued
and outstanding common stock of each operating domestic subsidiary of the Company, and (iii) an assignment of proceeds of insurance covering collateral.

Interest accrues on outstanding indebtedness under revolving credit loans at an annual rate, equal to: (a) the LIBOR Rate (as defined in the Credit Facility) plus 2.50% for
obligationswith aLIBOR based interest rate, or (b) abase rate equal to 1.75% plus the greatest of (i) the Federal Funds Rate (as defined in the Credit Facility) plus 0.50%, (ii)
one-month LIBOR rate plus 1.50%, and (iii) the prime rate of interest announced, from time to time, by Wells Fargo Capital Finance, LLC at its principal office. All interest is
calculated on the basis of actual number of days elapsed based on a 360 day year. In addition, the Credit Facility requires the Company to pay certain customary fees, costs, and
expenses of Wells Fargo Capital Finance, LLC.

The Credit Facility replaced the Company’s prior credit facility, under which HSBC Bank USA, National Association acted as agent and | etter of credit issuing bank. The prior
credit facility was a $48.0 million asset based revolving credit facility, including trade letters of credit, with a$10.0 million sub-limit for standby letters of credit. The prior credit
facility was scheduled to expire on June 30, 2011 and was secured by substantially all assets of the Company. In conjunction with replacing the prior credit facility, $0.3 million of
unamortized capitalized |oan costs was written off as of the date of termination.
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At December 31, 2010, there were no outstanding borrowings and approximately $6.6 million outstanding under letters of credit. Borrowing availability was approximately $11.8
million at December 31, 2010 and the Company had approximately $33.7 million of cash that is not included in the availability calculation.

Note8 - Stockholder Rights Plan

On August 13, 2008, the Board adopted a Stockholder Rights Plan (the “ Rights Plan™) in which preferred share purchase rights (a“Right”) were distributed as adividend at the
rate of one Right for each outstanding share of common stock as of the close of business on August 25, 2008. There were 5,469,165 outstanding shares of common stock on
August 25, 2008, and the Rights extend to shares issued after thisdate. The Rights areintended to enable all of the Company’s stockholders to realize the long-term value of
their investment in the Company. The Rightswill not prevent atakeover, but should encourage anyone seeking to acquire the Company to negotiate with the Board prior to
attempting atakeover. The Rightswill expire on August 23, 2013.

Each Right will entitle stockholders, in certain circumstances, to buy one one-thousandth of anewly issued share of Series A Junior Participating Preferred Stock of the
Company at an exercise price of $33.00. The Rights will be exercisable and transferable apart from the common stock only if a person or group acquires beneficial ownership of
15% or more of the common stock (such person or group, an “ Acquiring Person”) (except, subject to certain limitations, for stockholders who, together with their affiliates and
associates, in excess of 15% of the common stock) as of August 13, 2008 or commences a tender or exchange offer upon consummation of which a person or group would own

15% or more of the outstanding common stock.

If any person becomes an Acquiring Person other than pursuant to an offer for all shares which is determined by the Board to be fair to and otherwise in the best interests of the
Company and its stockholders, then each Right not owned by an Acquiring Person or certain related parties will entitle its holder to purchase, at the Right’s then-current
exercise price, shares of common stock (or, in certain circumstances as determined by the Board, cash, other property or other securities) having avalue of twice the Right's
exercise price. In addition, if, after any person has become an Acquiring Person, the Company isinvolved in amerger or other business combination transaction with another
person in which its common stock is changed or converted, or sells 50% or more of its assets or earning power to another person, each Right will entitle its holder to purchase, at
the Right’s then-current exercise price, shares of common stock of such other person having a value of twice the Right’s exercise price.

The Company will generally be entitled to redeem the Rights at $0.01 per Right at any time until a person or group has become an Acquiring Person.
Note9 - Income Taxes

The income tax provision (benefit) related to continuing operations consisted of the following:

(In thousands) 2010 2009
Current:
Federal $ (284) $ (6,539)
Foreign 23 40
State and local (2,098) 248
Total current (2,359) (6,251)
Deferred:
Federal — —
State and local — —
Total deferred — —
Total tax benefit $ (2359) $ (6,251)

Deferred income taxes reflect the tax effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for income tax purposes.




Significant components of the Company’s deferred tax assets and liabilities as of December 31,

2010 and 2009 are as follows:

(In thousands) 2010 2009
Deferred tax assets:
Basisin intangible assets $ 647 $ 805
Basisin fixed assets — 345
Accounts receivable reserves 1,889 2,938
Inventory reserves 552 456
Unrecognized tax benefits 1,760 2,404
All other accrued expenses 5,560 4,821
Deferred compensation 81 23
Net operating loss carryforwards 13,160 6,823
Charitable contribution and capital loss carryforwards 298 232
Total deferred tax assets 23,947 18,847
Less: valuation allowances (22,702) (18,847)
Net deferred tax assets $ 1245 $ —
Deferred tax lighilities:
Basisin fixed assets $ 1245 $ —
Total deferred tax liabilities $ 1245 $ —

GAAP requires companies to assess whether valuation allowances should be established against its deferred tax assets based on consideration of all available evidence using a
“more likely than not” standard. In making such assessments, significant weight is to be given to evidence that can be objectively verified. A company’s current and/or previous
losses are given more weight than its future projections. A cumulative loss position is considered asignificant factor that is difficult to overcome.

The Company evaluates its deferred tax assets each reporting period, including assessment of its cumulative loss position, to determineif valuation allowances are required. A
significant negative factor is the Company’s cumulative loss position. This, combined with uncertain near-term economic conditions, reduces the Company’s ability to rely on
projections of future taxable income in establishing its deferred tax assets valuation allowance. GAAP requires that a valuation allowance be established on all of the Company’s
net deferred tax assets that are not expected to be realized, due to the weight of the significant negative evidence.

The valuation allowances do not impact the Company’s cash position, nor do they preclude the Company from using net operating loss carryforwards and/or carrybacks, tax
credits or other deferred tax assetsin the future. Further, the valuation allowances are not the result of a significant change in the Company’s view of itslong-term financial
outlook.

During 2010, the Company was unabl e to produce enough positive evidence to overcome the preponderance of negative evidence. Thus, as of December 31, 2010, the Company
maintained avaluation allowance equivalent to the total deferred tax assets|ess the total deferred tax liabilities.

Thefollowing table reconcilesincome tax benefit from continuing operations computed at the U.S. federal statutory tax rates to income tax benefit:

(In thousands except per centages) 2010 2009
Federal incometax rate 34% 34%
Rate applied to pre-tax income $ (4092) $ (4,181)
State taxes, net of federal tax benefit (742) (750)
Changesin uncertain tax positions (1,332) 184
Changesin valuation allowances 3,855 (1,748)
Permanent differences, net 97) 4
Other, net 49 248
Income tax benefit $ (2359 $ (6,251)
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Consistent with the provisions provided by GAAP, the Company determines whether the benefits of tax positions are more likely than not to be sustained upon audit based on
the technical merits of the tax position. For tax positions that are more likely than not to be sustained upon audit, the Company recognizes the largest amount of the benefit that
ismore likely than not to be realized upon settlement with the taxing authority. For tax positions that are not more likely than not to be sustained upon audit, the Company does
not recognize any portion of the benefit in the financial statements. The Company recognizes interest and penalties associated with uncertain tax positions as a component of
taxes on income in the consolidated statements of operations.

The Company’ s liability for unrecognized tax benefitsis $5.5 million and $7.0 million as of December 31, 2010 and 2009, respectively. The Company’s liability for unrecognized tax
benefits as of December 31, 2010 and 2009 includes accrued interest of $1.7 million and $2.3 million, respectively, and penalties of $0.3 million and $0.3 million, respectively. If the
Company were to recogni ze these benefits, the effective rate would reflect afavorable net impact of $2.7 million and $3.0 million, excluding interest and penalties, in 2010 and
2009, respectively. The Company recognized net tax benefit of $0.6 million for interest during 2010 and a net tax expense for interest of $0.2 million during 2009. The Company
recognized no net tax expense or benefit for penalties during 2010 and 2009.

During 2011, the Company anticipates that total unrecognized tax benefits will decrease by approximately $1.2 million, including interest of approximately $0.2 million and nominal
penalties, due primarily to the lapsing of statutes of limitations related to certain compensation and benefit tax positions within 12 months of December 31, 2010.

A reconciliation of the beginning and ending bal ances of the total amounts of gross unrecognized tax benefitsis as follows:

(In thousands) 2010 2009

Gross unrecognized tax benefits at January 1 $ 4510 $ 4,773
Increasesin tax positions for prior years 930 915
Increasesin tax positions for current year 85 143
Settlements (203) (305)
Lapse in statute of limitations (1,690) (1,016)
Gross unrecognized tax benefits at December 31 $ 3632 $ 4,510

The Company elected to carry back its 2009 federal net operating loss to tax years 2004 and 2005. As aresult, the Company recognized an income tax benefit of $7.7 million. Of
the $7.7 million income tax benefit, $1.1 million was recognized in the quarter ended October 2, 2010 and $6.6 million was recognized in the quarter ended December 31,

2009. Also, asaresult of this election, the statute of limitations with respect to the Company’s federal income tax returns were re-opened for tax years 2004 and 2005, which
resulted in the recognition of $1.1 million and $0.9 million in associated income tax expense in quarters ended October 2, 2010 and December 31, 2009, respectively. Thus, the
statute of limitations with respect to the Company’s federal income tax returnsis open for tax years 2004 and 2005, up to the amount of the 2009 federal net operating loss
carryback, and 2007 and beyond. With limited exceptions, the statutes of limitations for state income tax returns remain open for tax years 2006 and beyond. The Company also
filesincome tax returnsin Hong Kong for which tax years 2004 and beyond remain open to examination by the Hong Kong Inland Revenue Department. The Company’s 2006,
2007, and 2008 municipal income tax returns are currently under examination by the taxing authorities.

At December 31, 2010, the Company has net operating loss carryforwards for U.S. federal income tax purposes of $29.5 million, which expire in varying amounts from 2019 to
2028. Approximately $3.9 million of these federal net operating loss carryforwards were obtained in the acquisition of Marisa Christinain May 2006; the remainder of the net
operating loss carryforwards was established during 2008. The Company has state net operating loss carryforwards of $50.4 million at December 31, 2010 expiring from 2013 to
2030. Approximately $0.7 million of these state net operating loss carryforwards were obtained in the acquisition of Marisa Christinain May 2006; the remainder of the state net
operating loss carryforwards was established during 2006 through 2010. Valuation allowances have been established for all of these federal and state net operating loss
carryforwards due to the uncertainty of their future usage.
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Note 10 - Commitmentsand Contingencies

The Company leases premises and equipment under operating leases having terms from month-to-month to fourteen years and six months. At December 31, 2010, future
minimum lease payments under |eases having an initial or remaining non-cancelable term in excess of one year were as set forth in the table below:

Y ear (In thousands)
2011 $ 5,170
2012 5,199
2013 5,356
2014 4,632
2015 4,800
Thereafter 33,883
$ 59,040

Future rental revenue to be received under non-cancellabl e subleases having an initial or remaining non-cancelable term in excess of one year were as set forth in the table
below:

Y ear (In thousands)
2011 $ 827
2012 796
2013 714
2014 44
2015 44
$ 2,425

The Company entered into a 15 year, one month lease of approximately 77,000 square feet of office spacein New York, NY on July 11, 2007. The lease provides for minimum
payments of $63.7 million over the lease term. The Company’s possession of the space commenced in September 2007 and |ease payments began in March 2008. The lease
includes guaranteed minimum consumer price index (“CPI”) increases that commenced in 2009 and tiered rent escalations commencing in 2010. The |ease and associated
incentives are being amortized on a straight-line basis over the expected lease term, including any rent holidays, guaranteed minimum CPI increases, and tiered rent escalations.
See Note 6 — Accrued Expenses and Other Liabilities.

For the years ended December 31, 2010 and 2009, rent expense for operating |eases was approximately $3.5 million and $4.8 million, respectively.
The Company has entered into licensing agreements with several companiesfor the use of certain trademarks for the marketing of products produced by the Company. These

contracts normally have aterm of three years and provide for minimum annual royalty payments. The future minimum royalty payments as of December 31, 2010 are set forth in
the table below:

Y ear (In thousands)

2011 $ 3,631

2012 1,728
$ 5350

For the years ended December 31, 2010 and 2009, royalty expenses for licensing were approximately $4.0 million and $3.9 million, respectively.

The Company, in the normal course of business, issues binding purchase orders to secure product for future sales to its customers. At December 31, 2010, these open purchase
order commitments amounted to approximately $40.8 million, of which approximately $3.2 million were covered by letters of credit. The mgjority of the product is scheduled to be
received during the first six months of 2011, at which time these commitments will be fulfilled. In addition, there were standby Ietters of credit for approximately $3.4 million related
to other matters.
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In 2006, the Audit Committee of the Board commenced the Audit Committee Investigation related to, among other things, the misuse and misappropriation of assets for personal
benefit, certain related party transactions, tax reporting, internal control deficiencies, financial reporting, and accounting for expense reimbursements, in each case involving
certain members of the Company’s former management.

On March 7, 2008, the Company filed acomplaint in the Court of Chancery of the State of Delaware for the County of New Castle (the “ Court”) against Messrs. Ludwig Kuttner,
Charles Clayton, and Roger Clark, former members of management. On August 4, 2008, the Company entered into a Stock Purchase and Settlement Agreement and Mutual
Releases with Mr. Kuttner, his wife, Beatrice Ost-Kuttner, his son, Fabian Kuttner, and alimited liability company controlled by him, K Holdings LL C (together, the “ Kuttner
Parties’). Under the Agreement, the Company and the K uttner Parties exchanged rel eases of ongoing and potential claims, and the Kuttner Parties sold all of the stock of the
Company that they owned to the Company for approximately $12.0 million and Mr. Kuttner made a $1.6 million payment to the Company.

On September 10, 2008 and September 19, 2008, Mr. Clayton and Mr. Clark, respectively, filed answers with respect to the claims that the Company filed against them on March 7,
2008, as well as counterclaims against the Company. Mr. Clayton and Mr. Clark denied the Company’s claims against them and asserted claims against the Company for, among
other things, certain compensation and benefits, defamation and other damages.

On September 22, 2008, Mr. Clayton filed athird-party complaint against certain of the Company’s directors and officers. Mr. Clayton's complaint asserted claims against those
directors and officers for, among other things, contribution in the event that Mr. Clayton is found liable to the Company for damages in relation to the Company’s complaint
against him, defamation and other damages allegedly stemming from the Company’s issuance of certain press releases related to the Audit Committee Investigation.

On June 12, 2009, the Company and its directors and officers who are parties to the litigation filed amotion for summary judgment. On September 2, 2009, the Court granted the
motion in part and dismissed Mr. Clayton’s claim for intentional infliction of emotional distress against the Company, aswell as his defamation claim against the Company’'s
directors and officers. The Court denied the remainder of the Company’s motion and set the remainder of the parties’ claimsfor trial.

On December 21-24, 2009, the Court held atrial on the Company’s claims, Clayton’s and Clark’s counterclaims, and Clayton’s third-party claims. On July 12, 2010, the Court
issued its Memorandum Opinion. Before entering afinal judgment, the Court required supplemental briefing regarding the computation of the amount of damages to be paid.
Prior to the Court entering afinal judgment on the damages issues, the Company and Messrs. Clayton and Clark reached settlements as to the outstanding matters between
them. The Company and Mr. Clark settled the outstanding matters, including potential claims for indemnification for reimbursement of certain legal costsincurred, for a payment
to Mr. Clark of approximately $0.4 million. The Company and Mr. Clayton settled the outstanding matters, including potential claims for indemnification of certain legal costs
incurred, for payment to Mr. Clayton of approximately $1.0 million, net of adisgorgement of $0.4 million of bonuses previously paid to Mr. Clayton. All litigation related to the
Audit Committee I nvestigation has now been resolved.

In July 2007, the Company entered into alease (the “New York Lease”) for corporate office space located at 119 West 40th Street, New York, NY 10018 (the “New York Office”).
As part of the New Y ork Lease, the landlord agreed to commence and substantially complete major capital improvements to the common areas of the New Y ork Office by June
2008. After June 2008, if the landlord has not made such progress on the capital improvements, the New Y ork Lease provides, among other things, for areduction in rent by one
half, until substantial completion of capital improvements.

On February 16, 2011, the Company filed acomplaint in the Supreme Court, New Y ork County, with respect to the New Y ork Lease. The Company asserted claims against the
landlord of the New Y ork Office; (i) for ajudgment declaring (a) that the Company is not in default under the New Y ork Lease and (b) that the rent previously paid by the
Company represents the full amount of rent; and (ii) for rescission of the New Y ork Lease as of June 30, 2008 by reason of default by the Landlord with respect to amaterial
provision under the New Y ork Lease requiring prompt completion of major capital improvements of the New Y ork Office's common areas. The motion is scheduled to be heard on
March 31, 2011.

On February 23, 2011, the receiver of the New Y ork Office commenced a non-payment proceeding in the Civil Court of the City of New Y ork against the Company. The receiver
seeks payment of allegedly past due and unpaid rent and additional rent under the New Y ork Lease. The Company vigorously deniesthat any rent or additional rent is due and
owing under the New Y ork Lease and has moved for an order removing this action to the Supreme Court, New Y ork County, and consolidating it with the previously commenced
action described above. That motion isalso scheduled to be heard on March 31, 2011.
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The Company isfrom timeto time involved in other litigation incidental to the conduct of its business, none of which is expected to be material to its business, financial
condition, or operations.

Note 11 — Fair Value M easurements

GAAP definesfair value as the exchange price that would be received for an asset or paid to transfer aliability (an exit price) in the principal or most advantageous market for the
asset or liability in an orderly transaction between market participants on the measurement date. GAAP also established afair value hierarchy which requires an entity to
maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. As of December 31, 2010, the Company did not have any assets
measured at fair value on arecurring basis that would require disclosure based on the fair value hierarchy of valuation techniques.

Note 12 - Stock Plans, Compensation Plans, and Retirement Savings Plan

Equity and Cash I ncentive Plans
On October 21, 2009, the Company adopted stock and cash incentive compensation plans, which are administered by the Board or acommittee appointed by the Board.

The Hampshire Group, Limited 2009 Stock Incentive Plan (the “ Stock Plan™) is designed to assist the Company in attracting, retaining, motivating, and rewarding key employees,
officers, directors, and consultants, and promoting the creation of long-term value for stockholders of the Company by closely aligning the interests of these individuals with
those of the Company’s stockholders, though the Company’s stockholder will experience dilution when such shares vest. The Stock Plan permits the Company to award eligible
persons nonqualified stock options, restricted stock, and other stock-based awards. In connection with the adoption of the Stock Plan, the Board authorized 880,000 Stock Plan
shares and approved grants of restricted stock under the Stock Plan to employees, managers, named executive officers, and directors.

Ten percent of each award of restricted stock will be subject to time-based vesting (the “Time-Vested Shares”), with 25% of the Time-V ested Shares vesting on March 31 of each
of 2011, 2012, 2013, and 2014, subject to the respective grantee's entry into the Stock Plan and continued service through the applicable vesting date. The remaining 90% of each
award of restricted stock will be subject to performance-based vesting (the “ Performance-V ested Shares”), with 25% of the Performance-V ested Shares vesting on March 31 of
each of 2011, 2012, 2013, and 2014, provided that as of each such vesting date the Company’s consolidated return on operating income for the preceding fiscal year as a percent
of average working capital (excluding discontinued operations) is equal to or greater than 6%, with respect to the 2010 and 2011 fiscal years, and 8%, with respect to the 2012 and
2013 fiscal years. In the event the Company misses itstarget in a given year, the shares that would otherwise have vested in that year will be rolled forward to the next year and
will vest simultaneously with the shares already allocated for that subsequent year should the Company exceed that year’s target by an amount sufficient to cover the prior
year'sor years' cumulative shortfall. Thisrollover mechanism will permit shares to be carried forward over multiple years until the expiration of the Plan.

Thefollowing activity summarizes activity for non-vested restricted stock:

December 31, 2010 December 31, 2009
Weighted Weighted

Average Fair Average Fair

Valueat Grant Valueat Grant
(In thousands) Shares Date Shares Date
Non-vested at beginning of period 847500 $ 3.01 — 3 —
Granted — restricted stock 165,000 4.89 862,500 3.01
Forfeited (151,125) 3.00 (15,000) 3.00
Vested (21,191) 3.01 — —
Non-vested at end of period 840,184 $ 3.38 847500 $ 3.01
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During the years ended December 31, 2010 and 2009, the Company incurred $0.3 million and $0.1 million in compensation cost related to the restricted stock grants and was
reflected as non-cash equity compensation on the Consolidated Statements of Cash Flows. At December 31, 2010, there was $0.4 million in unrecognized compensation expense
related to the restricted stock awards to be recognized over a period of approximately three years.

In addition, the Company adopted The Hampshire Group, Limited 2010 Cash Incentive Bonus Plan (the “Bonus Plan”) pursuant to which the Company will grant annual
performance-based bonuses to certain of its employees. The goal of the Bonus Plan isto align the annual interests of management and other key employees with those of the
Company and its stockholders by providing a cash bonus incentive for meeting annual goals set by the Board. Target bonus amounts under the Bonus Plan will be a percentage
of each participant’s base salary, and actual bonus amounts paid under the Bonus Plan will depend on the extent to which annual performance metrics are achieved. The
Company did not grant a bonus under the Bonus Plan for fiscal year 2010.

Deferred Compensation Plan

Asrequired by aletter agreement dated October 8, 2007 with the Company’s previous Chief Executive Officer and President, the Company agreed to establish a Rabbi Trust for
deferred compensation and accrued interest on the balance. The deferred compensation and applicable accrued interest was to be paid out upon termination of employment or
change of control of the Company in a means that conforms with the requirements of the Internal Revenue Code Section 409(A). The Company distributed the $0.9 million Rabbi
Trust to the former executive in October 2009, six months after the termination of employment.

Long-Term Bonus Plan

On February 28, 2008, the Executive Committee of the Board adopted the Hampshire Group, Limited Long-Term Bonus Plan (the “Long-Term Bonus Plan”). The purpose of the
Long-Term Bonus Plan was to promote the retention of certain key employees of the Company and its subsidiaries through the grant of cash awards which vest and are paid
over athree year period. During 2009, reversalsrelated to grants made to employees who were terminated from the Company offset the Long Term Bonus Plan expense for 2009.
Due to the separation from employment of several award recipients, only $0.2 million remained accrued as of December 31, 2010. The Compensation Committee terminated the
Long-Term Bonus Plan on March 17, 2010.

Retirement Savings Plan
The Company and certain subsidiaries have 401(k) retirement savings plans under which employees may participate after having completed certain service requirements and

meeting certain age requirements. The Company's matching contribution is determined annually at the discretion of the Board. Matching contributions for the year ended
December 31, 2009 was approximately $0.1 million. All Company matching contributions vest fully after six years of employment. The Board suspended matching contributionsin
May 2009.

Note 13 - Related Party Transactions

Mr. Harvey Sperry, aformer Director of the Company, retired as a partner of the law firm of Willkie Farr & Gallagher LLP in March of 2000. The firm has served aslegal counsel
for the Company since 1977. In such capacity, for the years ended December 31, 2010 and 2009, this firm was paid approximately $0.8 million and $1.8 million, respectively. Mr.
Sperry resigned from the Board of Directors effective June 2010.

On August 30, 2005, the Company entered into atwelve-year, triple net, lease for 100% of the space in a building located in Anderson, SC with another company in which Mr.
Kuttner and Mr. Clayton are the beneficial owners. Commencing February 1, 2006, the Company started utilizing the building as its administrative offices. The Company occupies
approximately 40% of the building, but under terms of the leaseit isrequired to pay for 100% of the space and may sublease any unused space. During 2009, the Company
recorded acharge for approximately $0.2 million reflected in Restructuring chargesin the statement of operations for unused space it plans to sublease. L ease payments made

by the Company related to thisfacility were approximately $0.4 million and $0.3 million during the years ended December 31, 2010 and 2009, respectively.

Note 14 — Dispositions and Discontinued Operations
The Company continually reviewsits portfolio of labels, business lines, and divisions to evaluate whether they meet profitability and performance requirementsand arein line

with the Company’s business focus. As a part of this review, the Company has disposed and discontinued operations of certain divisions as outlined below.
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In accordance with the GAAP, the consolidated financial statements reflect the results of operations and financial position of the Marisa Christina and Shane Hunter divisions
separately as discontinued operations. These divisions were sold and ceased domestic activities prior to 2009.

The assets and liabilities of the discontinued operations are presented in the consolidated bal ance sheets under the captions Assets of discontinued operationsand Liabilities
of discontinued operations. The underlying assets and liabilities of the discontinued operations are as follows:

(In thousands) December 31, 2010 December 31, 2009

Other receivables $ — $ 152
Assets of discontinued operations $ — $ 152

Accrued expenses and other liabilities $ 474 $ 572
Liabilities of discontinued operations $ 4714 $ 572

The operating results for the discontinued operations for the years ended December 31, 2010 and 2009 were as follows:

(Inthousands) December 31,2010  December 31, 2009
Net sales $ — 3 —
Gross profit $ — $ —
L oss on discontinued operations before income taxes $ 1) $ (40)
Provision for income taxes - —
L oss from discontinued operations, net of taxes $ 17) $ (40)

Note 15 — Income (L oss) Per Share

Set forth in the table below is the reconciliation by year of the numerator (loss from continuing operations) and the denominator (shares) for the computation of basic and diluted
earnings (loss) per share ("EPS"):

Numerator Denominator Per Share
(In thousands, except per share data) Income (L 0ss) Shares Amount
2010:
Basic loss from continuing operations $ (9,676) 5554 $ (1.74)
Effect of dilutive securities:
Preferred stock rights — — —
Restricted stock — — —
Diluted loss from continuing operations $ (9,676) 5554 $ (1.74)
2009:
Basic loss from continuing operations $ (6,006) 5482 $ (1.10)
Effect of dilutive securities:
Preferred stock rights — — —
Restricted stock — — —
Diluted loss from continuing operations $ (6,006) 5482 $ (1.10)

For the years ended December 31, 2010 and 2009, potentially dilutive shares of 771,750, and 762,750, respectively, were excluded from the cal culation of dilutive shares because
their effect would have been anti-dilutive. These shares are subject to performance based vesting. See Note 12 - Stock Plans, Compensation Plans, and Retirement Savings
Plan.

Note 16 — Restructuring and Cost Reduction Plans

In April 2009, the Company initiated a restructuring and cost reduction plan (the “2009 Restructuring”) designed to significantly reduce its fixed cost structure, improve itsreturn
on invested capital, increase its operating efficiency, and better position itself for the long term. The components of the 2009 Restructuring included a net reduction of over 170
employees, or approximately 50% of the Company’s global workforce, with approximately 110 of the positions associated with its China operations, atemporary compensation
reduction program applicable to senior-level employees, atemporary suspension of the Company’s 401(k) matching contribution, the reorganization of certain operating
functions, and the consolidation of New Y ork and Asian operations. The reduction in the Company’s workforce was necessitated by reduced sales volume and the outsourcing
of certain functions, which resulted in the elimination of positions at every level of the Company.
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The following summarizes the charges recogni zed for the 2009 Restructuring program through the periods ended December 31, 2010 and 2009:

Year Ended Year Ended
(In thousands) December 31, 2010 December 31, 2009
Personnel reductions $ — 3 3,545
Other costs — 1,275
Total $ — 3 4,820

A reconciliation of the beginning and ending liability balances for restructuring costsincluded in the accrued expenses and other liabilities section of the consolidated balance
sheet is shown below:

Twelve Months Ended
December 31, 2010 December 31, 2009
Per sonnel Other Personnel Other
(Inthousands) Reductions Costs Total Reductions Costs Total
Beginning of period $ 2 3 1210 $ 1242  $ 72 $ — 72
Costs charged to expense — — — 3,545 1,440 4,985
Costs paid or settled (32) (763) (795) (3,585) (230) (3,815)
End of period $ —  $ 47 % 47 3 2 3 1210 $ 1,242

Personnel reductions and other costs, which consist primarily of exit costs related to leased facilities and included the reversal of $0.2 million in deferred rent in 2009, were
charged to Restructuring chargesin the consolidated statement of operationsin the year ended December 31, 2009.

Note 17 — Tender Offer

The Company announced on February 24, 2009 that it reached a definitive agreement (the “Merger Agreement”) to be acquired by NAF Acquisition Corp., adirect wholly owned
subsidiary of NAF Holdings 1, LLC (together with NAF Acquisition Corp., “NAF"). On April 26, 2009, the Company received aletter from NAF stating that NAF was terminating
the Merger Agreement effective immediately, asaresult of one or more alleged breaches of covenants and agreements on the part of the Company.

On September 28, 2009, the Company entered into a settlement and mutual rel ease agreement (“ Settlement”) with NAF, pursuant to which the Company and NAF settled and
discharged all claimsrelated to and arising under the Merger Agreement and any ancillary agreements entered into in connection with the negotiation and execution of the
Merger Agreement. Under the terms of the Settlement, the Company agreed to reimburse NAF for approximately $0.8 million of approximately $2.1 million in transaction related
expensesincurred by NAF in connection with the Merger Agreement. The Company has not incurred significant expenses related to the tender offer since the Settlement and
believesthat it will not incur any significant expenses related thereto in the future.

The Company did not incur any expenses related to the Merger Agreement during 2010. Costs related to the tender offer are reflected in Tender offer related costs on the
Consolidated Statement of Operations for $2.1 million in the year ended December 31, 2009. From the commencement of these activitiesin 2008, the Company incurred
approximately $2.4 million in such costs through December 31, 2009.

Note 18 — Acquisition
On May 20, 2010, the Company, through its wholly owned subsidiary Hampshire Acquisition Sub, LLC, a Delaware limited liability company, consummated the acquisition of
certain assets of S. Kuhiman, LLC and S Kuhiman Wholesale LLC (collectively, “scott james™"). scott james™ isamen’s specialty retailer and wholesale provider of apparel.

scott james™ operated two stores and awholesale business that sells primarily to upscal e specialty stores. The Company acquired scott james™ to broaden its customer base,
diversify its sales channels and grow its gross margin.
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The acquisition date fair value of the consideration transferred totaled approximately $1.4 million, which consisted of approximately $1.2 million in cash and approximately $0.2
million in contingent consideration. The contingent consideration isin the form of incentive compensation that may be earned by a former principal of scott james™, acurrent
Company employes, if scott james™ achieves certain annual sales goals for 2010 through 2012. Thisfair value measurement is estimated using a probability-weighted
discounted cash flow model and is classified within level 3 of the fair value hierarchy as defined by the FASB Codification. Asof December 31, 2010, the estimated range of
outcomes for the contingent consideration was revised downward to reflect the fact that the 2010 annual sales goals were not met. As of December 31, 2010, approximately $0.2
million in contingent consideration isincluded in Other long-term liabilities in the consolidated bal ance sheet.

Thefollowing table summarizes the estimated fair values of the assets acquired and liabilities assumed at the acquisition date (net of areduction to fixed assets and other current
assets as purchase price adjustments):

May 20, 2010
(In thousands) (As adjusted)
Assets
Inventories $ 151
Other current assets 42
Fixed assets 46
Goodwill 1,204
Total assets acquired $ 1,443
Liabilities

Accrued expenses and other liabilities $ 6
Other long term liabilities 227
Total liabilities assumed $ 233
Purchase price (net assets acquired) $ 1,210

The Company incurred approximately $0.2 million of acquisition related costs during the year ended December 31, 2010. These costs were recorded in Selling, general, and
administrative expenses in the consolidated statement of operations.




(b) Unaudited Quarterly Financial Information

Thetables herein set forth the Company’s unaudited condensed consolidated 2010 and 2009 quarterly statements of operations.

The following tables set forth the Company’ s unaudited condensed consolidated statement of operations for the 2010 quarters ended:

(In thousands, except per share data)
Net sales

Gross profit

Selling, general, and administrative expenses

Special costs

Income (loss) from operations

Income (loss) from continuing operations before income taxes
Provision (benefit) for income taxes

Income (loss) before discontinued operations

Income (loss) from discontinued operations, net of taxes

Net income (loss)

Basic earnings per share:
Income (loss) from continuing operations
L oss from discontinued operations, net of taxes
Net income (10ss)

Diluted earnings per share:
Income (loss) from continuing operations
Loss from discontinued operations, net of taxes
Net income (l0ss)

April 3, 2010 July 3, 2010 QOctober 2, 2010 December 31, 2010
$ 20450 $ 14752 $ 52739 $ 46,541
4,238 3,629 10,583 7,987
8,559 7,407 9,296 8,222
541 3,874 65 1
(4,862) (7,652) 1,222 (236)
(4,976) (7,820) 1,073 (312)
39 83 (2,295) (186)
(5,015) (7,903) 3,368 (126)
® 64 (1 ®
$ (50200 $ (7839 $ 3297 $ (131)
$ 090) $ (142) $ 060 $ (0.02)
— 0.01 (0.01) —
$ (090 $ (141 $ 059 $ (0.02)
$ (090) $ (142 $ 060 $ (0.02)
— 0.01 (0.01) —
$ 090 $ (141) $ 059 $ (0.02)

The following tables set forth the Company’ s unaudited condensed consolidated statement of operations for the 2009 quarters ended:

(In thousands, except per share data)

Net sales

Gross profit

Selling, general, and administrative expenses
Restructuring charges

Special costs

Tender offer related costs

Income (loss) from operations

Income (loss) from continuing operations before income taxes
Provision (benefit) for income taxes

Income (loss) before discontinued operations

Income (loss) from discontinued operations, net of taxes
Net income (loss)

Basic earnings per share:
Income (loss) from continuing operations
Loss from discontinued operations, net of taxes
Net income (10ss)

Diluted earnings per share:
Income (loss) from continuing operations
L oss from discontinued operations, net of taxes
Net income (l0ss)

March 29, 2009

June 27, 2009

September 26, 2009

December 31, 2009

$ 20077 $ 20968 $ 50,869 $ 64,264
6,172 5,039 11,054 17,136

10,945 8,747 9,725 10,298

— 3,416 768 636

1,924 1,072 588 963

1,007 102 944 —

(7,704) (8,298) (972) 5,239

(7,644) (8.321) (1,358) 5,066

% 110 (785) (5,672)

(7,740) (8431) (573) 10,738

(25) (22) 1 6

$ (7,765) $ (8453) $ (572 $ 10,744
$ 142 $ 54 $ 010 $ 195
— (0.01) — —

$ (142 $ (155 $ (010) $ 1.95
$ (142 $ (154 $ 010 $ 181
— (0.02) — —

$ (142 $ (155 $ (0.10) $ 181




Item 9. Changesin and Disagreements With Accountantson Accounting and Financial Disclosure.

See Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations — Change in Independent Accountants

Item 9A. Controlsand Procedures.

(@) Controlsand Procedures

The Company’s Chief Executive Officer, and Chief Financial Officer carried out an evaluation of the effectiveness of the Company’s disclosure controls and procedures, as of the
end of the period covered by this Annual Report on Form 10-K. Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that, as of the end
of the period covered by this report, the Company’s disclosure controls and procedures were effective such that information relating to the Company (including its combined
subsidiaries) required to be disclosed in the Company’s SEC reports (1) is recorded, processed, summarized and reported within the time periods specified in the SEC rules and
formsand (2) is accumulated and communicated to the Company’ s management, including the Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely
decisions regarding required disclosure.

(b) Management’sReport on Internal Control Over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in Rules 13a-15(f) and
15d-15(f) under the Exchange Act. There are inherent limitations on the effectiveness of any system of internal controls and procedures, including the possibility of human error
and the circumvention or overriding of the controls and procedures. Accordingly, even effective internal controls and procedures provide only reasonable assurance of
achieving their objectives.

In connection with filing this Annual Report, management assessed the effectiveness of itsinternal control over financial reporting as of December 31, 2010.

In making its assessments, management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control— ntegrated
Framework. Management has determined that no material weaknessesin itsinternal control over financial reporting existed as of December 31, 2010, and based on the criteria
noted above, concluded that itsinternal control over financial reporting was effective as of December 31, 2010.

Thisannual report does not include an attestation report of the company’s registered public accounting firm regarding internal control over financial reporting. Management's
report was not subject to attestation by the Company’s registered public accounting firm pursuant to rules of the SEC that permit the Company to provide only management's
report in this annual report.

(c) Changesin Internal Control Over Financial Reporting

There were no changesin the Company'sinternal control over financial reporting during the three months ended December 31, 2010 that materially affected, or are reasonably
likely to materially affect, the Company'sinternal control over financial reporting,

Item 9B. Other Information.
The Board's Compensation Committee did not grant along-term incentive bonusin 2009 or 2010 as part of the Long-Term Bonus Plan. Due to the separation from employment of

several award recipients, only $0.2 million remained accrued as of December 31, 2010. The Compensation Committee terminated the Long-Term Bonus Plan on March 17, 2010.
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PART I11.

Item 10. Directors, Executive Officersand Corporate Gover nance.

Theinformation required by thisitem isincorporated by reference from our definitive proxy statement to be filed with the SEC within 120 days after the Company’sfiscal year

end of December 31, 2010 pursuant to Regulation 14A of the Exchange Act.

Item 11. Executive Compensation.

Theinformation required by thisitem isincorporated by reference from our definitive proxy statement to be filed with the SEC within 120 days after the Company’sfiscal year

end of December 31, 2010 pursuant to Regulation 14A of the Exchange Act.

Item 12. Security Owner ship of Certain Beneficial Ownersand Management and Related Stockholder Matters.

Except as provided herein, the information required by thisitem isincorporated by reference from our definitive proxy statement to be filed with the SEC within 120 days after the

Company’s fiscal year end of December 31, 2010 pursuant to Regulation 14A of the Exchange Act.

Thefollowing table provides information as of December 31, 2010 with respect to shares of the Company’s common stock that may be issued under equity compensation plans:

EQUITY COMPENSATION PLAN INFORMATION

@

()
Number of Securities

Number of Remaining Available
Securitiesto be I ssued (b) for Futurelssuance
Upon Weighted Average Under Equity

Exerciseof Exercise Price of Compensation Plans
Outstanding Outstanding (Excluding Securities

Options, Warrants, Options, Reflected in Column

Plan Category and Rights Warrants, and Rights (a)
Equity Compensation Plans Approved by Stockholders None N/A None

Equity Compensation Plans Not Approved by Stockholders 840,184 $ 3.38 19,930
Total 840,184 $ 3.38 19,930

On October 21, 2009, the Company adopted the Hampshire Group, Limited 2009 Stock Incentive Plan. The total number of shares of the Company’s common stock available for
issuance under the Plan is 880,000. See Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations — Compensation Plans and Item 8.
Financial Statements and Supplementary Data Note 12 — Stock Plans, Compensation Plans, and Retirement Savings Plan to the audited consolidated financial statements for

additional discussion of these events.

Item 13. Certain Relationshipsand Related Transactions, and Director I ndependence.

Theinformation required by thisitem isincorporated by reference from our definitive proxy statement to be filed with the SEC within 120 days after the Company’sfiscal year

end of December 31, 2010 pursuant to Regulation 14A of the Exchange Act.

Item 14. Principal Accounting Feesand Services.

Theinformation required by thisitem isincorporated by reference from our definitive proxy statement to be filed with the SEC within 120 days after the Company’sfiscal year

end of December 31, 2010 pursuant to Regulation 14A of the Exchange Act.
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PART IV.

Item 15. Exhibits, Financial Statement Schedules.

(@  Thefollowing documentsarefiled aspart of this Report:
1 Financial Statements:

Thefollowing consolidated financial statements of Hampshire Group, Limited for the two years ended December 31, 2010 are submitted in Part 11, Item 8. Financial
Statements and Supplementary Data of this report:

Description Page
Consolidated Balance Sheets — December 31, 2010 and 2009 23
Consolidated Statements of Operations — For each of the two yearsin the period ended

December 31, 2010 24
Consolidated Statements of Stockholders’ Equity— For each of the two years in the period ended

December 31, 2010 25
Consolidated Statements of Cash Flows — For each of the two yearsin the period ended

December 31, 2010 26
Notesto Consolidated Financial Statements 27

2. Financial Statement Schedules:
The following consolidated financial statement schedule of Hampshire Group, Limited isincluded on page 56 of this report.
Il — Valuation and Qualifying Accounts and Reserves

All schedules for which provision is made in the applicable accounting regulation of the SEC, but which are excluded from this report, are not required under the related
instructions or areinapplicable, and therefore have been omitted.

3. Exhibits:

21 Agreement and Plan of Merger, dated as of February 23, 2009, by and among Hampshire Group, Limited, NAF Holdings I, LLC and NAF Acquisition
Corp. (incorporated by reference to Exhibit 2.1 to the Company’s Current Report (File No. 000-20201) on Form 8-K on February 24, 2009).

22 Amendment No. 1 to Agreement and Plan of Merger, by and among Hampshire Group, Limited, NAF Holdings I, LLC and NAF Acquisition Corp. (incorporated
by reference to Exhibit (a)(13) to Amendment No. 6 to the Company’s Schedule 14D-9 on April 20, 2009).

31 Restated Certificate of Incorporation of Hampshire Group, Limited (incorporated by reference to the Company’s Annual Report on Form 10-K for the year ended
December 31, 2004 (File No. 000-20201) on March 15, 2005).

3.2 Certificate of Amendment and Restatement of the Certificate of Incorporation of Hampshire Group, Limited (incorporated by reference to the Company’s Annual
Report on Form 10-K for the year ended December 31, 2004 (File No. 000-20201) on March 15, 2005).

33 Amended and Restated By-Laws of Hampshire Group, Limited (incorporated by reference to Exhibit 3.2 to the Company’s Current Report (File No. 000-20201) on
Form 8-K on August 15, 2008).

34 Certificate of Designation of Series A Junior Participating Preferred Stock (incorporated by reference to Exhibit 3.1 to the Company’s Current Report (File No.
000-20201) on Form 8-K filed on August 15, 2008).

41 Registration statement on Form S-8 filed by Hampshire Group, Limited to register 880,000 shares of the Company’s common stock, par value $0.10 per share,

which may be issued under the Company’s 2009 Stock Incentive Plan (incorporated by reference to the Current Report (File No. 000-20201) on Form S-8
on November 4, 2009).
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10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

10.8*

10.9*

10.10*

10.11*

10.12*

10.13*

Rights Agreement, dated as of August 13, 2008, between Hampshire Group, Limited and Mellon Investor Services LLC, as Rights Agent. (incorporated by
reference to Exhibit 3.1 to the Company’s Current Report (File No. 000-20201) on Form 8-K on August 15, 2008).

First Amendment to Rights Agreement, dated as of February 23, 2009, by and between Hampshire Group, Limited and Mellon Investor Services LLC, as Rights
Agent (incorporated by reference to Exhibit 3.3 to the Company’s Current Report on Form 8-K on February 24, 2009).

Form of Hampshire Group, Limited and Subsidiaries 401(k) Retirement Savings Plan (incorporated by reference to the Company’s Annual Report on Form 10-K
for the year ended December 31, 2004 (File No. 000-20201) on March 15, 2005).

Form of Hampshire Group, Limited Stock Option Plan Amended and Restated effective June 7, 1995 (incorporated by reference to the Company’s Annual Report
on Form 10-K for the year ended December 31, 2004 (File No. 000-20201) on March 15, 2005).

Form of Hampshire Group, Limited and Affiliates Common Stock Purchase Plan for Directors and Executives Amended June 7, 1995 (incorporated by reference to
the Company’s Annual Report on Form 10-K for the year ended December 31, 2004 (File No. 000-20201) on March 15, 2005).

Form of Hampshire Group, Limited Management Incentive Bonus Plan (incorporated by reference to Appendix A to the Company's Proxy Statement filed October
21, 2002).

Employment Agreement, dated as of July 1, 2005, by and between Hampshire Group, Limited and Michael Culang (incorporated by reference to Exhibit 10.1 to the
Company's Current Report (File No. 000-20201) on Form 8-K filed on June 29, 2006).

Employment Agreement, dated April 3, 2007, by and between Jonathan Norwood and Hampshire Group, Limited (incorporated by reference to Exhibit 10.1 to the
Company’s Current Report (File No. 000-20201) on Form 8-K filed on April 3, 2007).

Employment Agreement, dated April 3, 2007, by and between Heath Golden and Hampshire Group, Limited (incorporated by reference to Exhibit 10.2 to the
Company’s Current Report (File No. 000-20201) on Form 8-K filed on April 3, 2007).

Indemnification Agreement, dated as of August 21, 2006, by and between Jonathan Norwood and Hampshire Group, Limited (incorporated by reference to Exhibit
10.1 to the Company's Current Report (File No. 000-20201) on Form 8-K filed on August 24, 2006).

Letter Agreement, dated August 21, 2006, by and between Jonathan Norwood and Hampshire Group, Limited (incorporated by reference to Exhibit 10.2 to the
Company's Current Report (File No. 000-20201) on Form 8-K filed on August 24, 2006).

Letter Agreement, dated October 8, 2007, by and between Michael Culang and Hampshire Group, Limited (incorporated by reference to Exhibit 10.1 to the
Company's Current Report (File No. 000-20201) on Form 8-K filed on October 8, 2007).

Indemnification Agreement, dated as of September 11, 2006, by and between Michael Culang and Hampshire Group, Limited (incorporated by reference to Exhibit
10.1 to the Company's Current Report (File No. 000-20201) on Form 8-K filed on September 12, 2006).

Indemnification Agreement, dated as of September 11, 2006, by and between Heath L. Golden and Hampshire Group, Limited (incorporated by reference to Exhibit
10.2 to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on September 12, 2006).

Indemnification Agreement, dated as of September 11, 2006, by and between Maura McNerney and Hampshire Group, Limited (incorporated by reference to
Exhibit 10.3 to the Company's Current Report (File No. 000-20201) on Form 8-K filed on September 12, 2006).
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10.14*

10.15"

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

Form of Hampshire Group, Limited Stock Option Plan amended and restated effective February 8, 2000 (incorporated by reference to Exhibit 10.5 to the
Registrant’s Quarterly Report (File No. 000-20201) on Form 10-Q filed on August 8, 2005).

Credit Agreement among HSBC Bank USA as agent, the Banks named therein and Hampshire Group, Limited, dated August 15, 2003.

Amendment No. 1 to Credit Agreement among HSBC Bank USA as agent, the Banks named therein and Hampshire Group, Limited, dated December 29, 2004
(incorporated by reference to the Company’s Annual Report on Form 10-K for the year ended December 31, 2004 (File No. 000-20201) on March 15, 2005).

Amendment No. 2 to Credit Agreement among HSBC Bank USA as agent, the Banks named therein and Hampshire Group, Limited, dated November 10, 2005
(incorporated by reference to Exhibit 10.14 to the Registrant’s Annual Report (File No. 000-20201) on Form 10-K filed on March 13, 2006).

Amendment No. 3 and Waiver, dated as of August 8, 2006, to that certain Credit Agreement and Guaranty, dated as of August 15, 2003 and amended December
29, 2004 and November 10, 2005, by and among the Company, the Guarantors party thereto, HSBC Bank USA, National Association, as Agent for the Banks, and
the Banks named therein (incorporated by reference to Exhibit 10.1 to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on August 9, 2006).

Waiver to Credit Agreement, dated as of October 13, 2006, pursuant to that certain Credit Agreement and Guaranty, dated as of August 15, 2003 and amended as
of December 29, 2004, November 10, 2005 and August 8, 2006, by and among the Company, the Guarantors party thereto, HSBC Bank USA, National Association,
as Agent for the Banks, and the Banks named therein (incorporated by reference to Exhibit 10.1 to the Company's Current Report (File No. 000-20201) on Form 8-
K filed on October 16, 2006).

Amendment No. 4 and Waiver, dated as of December 29, 2006, to that certain Credit Agreement and Guaranty, dated as of August 15, 2003 and amended as of
December 29, 2004, November 10, 2005, August 8, 2006 and October 13, 2006, by and among the Company, the Guarantors party thereto, HSBC Bank USA,
National Association, as Agent for the Banks, and the Banks named therein (incorporated by reference to Exhibit 10.1 to the Company's Current Report (File No.
000-20201) on Form 8-K filed on December 29, 2006).

Amendment No. 5 and Waiver, dated as of March 30, 2007, to that certain Credit Agreement and Guaranty, dated as of August 15, 2003 and amended as of
December 29, 2004, November 10, 2005, August 8, 2006, October 13, 2006, and December 29, 2006, by and among the Company, the Guarantors party thereto,
HSBC Bank USA, National Association, as Agent for the Banks, and the Banks named therein (incorporated by reference to Exhibit 10.2 to the Company's
Current Report (File No. 000-20201) on Form 8-K filed on April 2, 2007).

Amendment No. 6 and Waiver, dated as of July 11, 2007, to that certain Credit Agreement and Guaranty, dated as of August 15, 2003 and amended as of
December 29, 2004, November 10, 2005, August 8, 2006, October 13, 2006, December 29, 2006, and March 30, 2007 by and among the Company, the Guarantors
party thereto, HSBC Bank USA, National Association, as Agent for the Banks, and the Banks named therein (incorporated by reference to Exhibit 10.2 to the
Company's Current Report (File No. 000-20201) on Form 8-K filed on July 13, 2007).

Waiver, dated as of July 25, 2007, to that certain Credit Agreement and Guaranty, dated as of August 14, 2003 and amended as of December 29, 2004, November
10, 2005, August 8, 2006, October 13, 2006, December 29, 2006, March 30, 2007 and July 11, 2007 by and among the Company, the Guarantors party thereto, HSBC
Bank USA, National Association, as Agent for the Banks, and the Banks named therein (incorporated by reference to Exhibit 10.1 to the Company’s Current
Report (File No. 000-20201) on Form 8-K filed on July 27, 2007).
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10.26
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10.30*

10.31*

10.32*

10.33*

10.34*

10.35"

10.36

Waiver, dated as of August 31, 2007, to that certain Credit Agreement and Guaranty, dated as of August 15, 2003 and amended as of December 29, 2004,
November 10, 2005, August 8, 2006, October 13, 2006, December 29, 2006, March 30, 2007, July 11, 2007, and July 25, 2007 by and among the Company, the
Guarantors party thereto, HSBC Bank USA, National Association, as Agent for the Banks, and the Banks named therein (incorporated by reference to Exhibit
10.2 to the Company's Current Report (File No. 000-20201) on Form 8-K filed on August 31, 2007).

Amendment No.8 and Waiver, dated as of December 13, 2007, to that certain Credit Agreement and Guaranty, dated as of August 15, 2003 and amended as of
December 29, 2004, November 10, 2005, August 8, 2006, October 13, 2006, December 29, 2006, March 30, 2007, July 11, 2007, July 25, 2007 and August 31, 2007 by
and among the Company, the Guarantors party thereto, HSBC Bank USA, National Association, as Agent for the Banks and the Banks named therein
(incorporated by reference to Exhibit 10.1 to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on December 13, 2007).

Lease Agreement between CHARNEY -FPG 114 41ST STREET, LLC and Hampshire Group, Limited, dated as of July 11, 2007 (incorporated by reference to Exhibit
10.1 to the Company's Current Report (File No. 000-20201) on Form 8-K filed on July 13, 2007).

Lease Agreement between CK Holdings LL C and Hampshire Designers, Inc., dated as of March 20, 2006 (incorporated by reference to Exhibit 10.14 to the
Registrant’s Annual Report (File No. 000-20201) on Form 10-K filed on March 13, 2006).10.31 Asset Purchase Agreement dated October 8, 2003 by and between
Hampshire Investments, Limited and K Holdings, LLC (incorporated by reference to the Company’s Annual Report on Form 10-K for the year ended December
31, 2004 (File No. 000-20201) on March 15, 2005).

Changein Control Agreement, dated as of March 28, 2007, by and between Michael Culang and Hampshire Group, Limited (incorporated by reference to Exhibit
10.2 to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on April 2, 2007.)

Indemnification Agreement, dated as of January 4, 2007, by and between Joel Goldberg and Hampshire Group, Limited (incorporated by reference to Exhibit 10.1
to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on January 5, 2007.)

Indemnification Agreement, dated as of January 4, 2007, by and between Michael C. Jackson and Hampshire Group, Limited (incorporated by reference to Exhibit
10.1 to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on January 5, 2007).

Indemnification Agreement, dated as of January 4, 2007, by and between Harvey L. Sperry and Hampshire Group, Limited (incorporated by reference to Exhibit
10.1 to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on January 5, 2007).

Indemnification Agreement, dated as of January 4, 2007, by and between Irwin W. Winter and Hampshire Group, Limited (incorporated by reference to Exhibit
10.1 to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on January 5, 2007).

Credit Agreement among HSBC Bank USA as agent, the Banks named therein and Hampshire Group, Limited, dated February 15, 2008.

Hampshire Group, Limited Long-Term Bonus Plan, dated February 28, 2008 (incorporated by reference to Exhibit 10.1 to the Company’s Current Report (File No.
000-20201) on Form 8-K filed on March 4, 2008).

Amended and Restated Credit Agreement and Guaranty, dated as of February 15, 2008, among Hampshire Group, Limited, Hampshire Designers, Inc., ltem-Eyes,
Inc., SB Corporation, and Shane Hunter, Inc.; HSBC Bank USA, National Association (“HSBC"), JPMorgan Chase Bank, N.A., Isragl Discount Bank of New Y ork,
WachoviaBank, National Association, Bank Leumi USA and Sovereign Bank, as Banks; and HSBC, as L etter of Credit Issuing Bank and as Agent for the Banks.

Amendment No. 1, dated as of April 15, 2008, to that certain Amended and Restated Credit Agreement and Guaranty, dated as of February 15, 2008, by and
among Hampshire Group, Limited, Hampshire Designers, Inc., tem-Eyes, Inc., SB Corporation, and Shane Hunter, Inc.; HSBC Bank USA, National Association
(“HSBC"), JPMorgan Chase Bank, N.A., Israel Discount Bank of New Y ork, Wachovia Bank, National Association, Bank Leumi USA and Sovereign Bank, as
Banks; and HSBC, as Letter of Credit Issuing Bank and as Agent for the Banks (incorporated by reference to Exhibit 10.1 to the Company's Current Report (File
No. 000-20201) on Form 8-K filed on April 22, 2008).
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Amendment No. 2 to Amended and Restated Credit Agreement and Guaranty, dated as of August 4, 2008, by and among Hampshire Group, Limited, Hampshire
Designers, Inc., Item-Eyes, Inc., Shane Hunter, Inc. SB Corporation, the Banks party thereto and HSBC Bank USA, National Association, as Agent for the Banks
(incorporated by reference to Exhibit 10.2 to the Company's Current Report (File No. 000-20201) on Form 8-K filed on August 5, 2008).

Second Amended and Restated Credit Agreement and Guaranty, dated as of August 7, 2009, by and among Hampshire Group, Limited, Hampshire Designers,
Inc., and Item-Eyes, Inc.; HSBC Bank USA, National Association (“HSBC”), JPMorgan Chase Bank, N.A., Wachovia Bank, National Association, Bank Leumi
USA and Sovereign Bank, as Banks; and HSBC, as Letter of Credit Issuing Bank and as Agent for the Banks.

Amendment No. 1, dated as of May 7, 2010, to that certain Second Amended and Restated Credit Agreement and Guaranty, dated as of August 7, 2009, by and
among Hampshire Group, Limited, Hampshire Designers, Inc., and Item-Eyes, Inc.; HSBC Bank USA, National Association (“HSBC"), JPMorgan Chase Bank,
N.A., Wachovia Bank, National Association, Bank Leumi USA and Sovereign Bank, as Banks; and HSBC, as L etter of Credit Issuing Bank and as Agent for the
Banks.

Credit Agreement, dated as of October 28, 2010, by and among Hampshire Group, Limited, Hampshire Designers, Inc., Item-Eyes, Inc., and Scott James, LLC and
Wells Fargo Capital Finance, LLC, asagent and lender.

Asset Purchase Agreement, dated as of April 15, 2008, by and among Hampshire Group, Limited “ Company”), Shane Hunter, Inc., and Shane Hunter, LLC
(incorporated by reference to Exhibit 2.1 to the Company's Current Report (File No. 000-20201) on Form 8-K filed on April 22, 2008).

Indemnification Agreement, dated as of April 29, 2008, by and between Richard A. Mandell and Hampshire Group, Limited (incorporated by reference to
Exhibit 10.1 to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on May 5, 2008).

Indemnification Agreement, dated as of April 29, 2008, by and between Herbert Elish and Hampshire Group, Limited (incorporated by reference to Exhibit 10.2 to
the Company’s Current Report (File No. 000-20201) on Form 8-K filed on May 5, 2008).

Employment Agreement by and between Hampshire Group, Limited and Michael S. Culang, dated July 30, 2008.

Stock Purchase and Settlement Agreement and Mutual Releases, dated as of August 4, 2008, by and among Ludwig Kuttner, Beatrice Ost-K uttner, Fabian
Kuttner, K Holdings LL C and Hampshire Group, Limited (incorporated by reference to Exhibit 10.1 to the Company's Current Report (File No. 000-20201) on Form
8-K filed on August 5, 2008).

Letter Agreement with Richard A. Mandell dated as of April 15, 2009. (incorporated by reference to Exhibit 99.1 to the Company's Current Report (File No. 000-
20201) on Form 8-K filed on April 21, 2009).

Hampshire Group, Limited Hampshire Group, Limited 2009 Stock Incentive Plan, dated October 21, 2009 (incorporated by reference to Exhibit 10.1 to the
Company’s Current Report (File No. 000-20201) on Form 8-K filed on October 27, 2009).

Hampshire Group, Limited Hampshire Group, Limited 2010 Cash Incentive Bonus Plan, dated October 21, 2009.

Letter Agreement, dated December 2, 2009, anong Hampshire Group, Limited, Peter H. Woodward and MHW Capital Management (incorporated by reference to
Exhibit 10.1 to the Company’s Current Report (File No. 000-20201) on Form 8-K filed on December 7, 2009).
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Indemnification Agreement, dated December 2, 2009, between Hampshire Group, Limited and Peter H. Woodward (incorporated by reference to Exhibit 10.2 to the
Company’s Current Report (File No. 000-20201) on Form 8-K filed on December 7, 2009).

Hampshire Group, Limited Consolidated Earnings Per Share Computations (incorporated by reference to Note 15 to the consolidated financial statements
included in Part 11, Item 8. Financial Statements and Supplementary Data of thisreport).

Code of Ethicsand Business Conduct (incorporated by reference to the Company’s Annual Report on Form 10-K for the year ended December 31, 2004 (File No.
000-20201) on March 15, 2005).

Complaint Procedures for Accounting and Audit Matters (incorporated by reference to the Company’s Annual Report on Form 10-K for the year ended
December 31, 2004 (File No. 000-20201) on March 15, 2005).

Subsidiaries of the Company
Consent of BDO USA, LLP

Certification of Interim Chief Executive Officer pursuant to Item 601(b) (31) of Regulations S-K as adopted pursuant to Section 302 of the Sarbanes- Oxley Act of
2002

Certification of Chief Financial Officer pursuant to Item 601(b) (31) of Regulations S-K as adopted pursuant to Section 302 of the Sarbanes- Oxley Act of 2002
Certification of Interim Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

*  Company compensatory plan or management contract.
A Filed concurrently in accordance with the Company’s correspondence to the SEC dated December 1, 2010.
+ Portions of this exhibit have been omitted and filed separately with the SEC. Confidential treatment has been requested for the omitted portions of the exhibit.
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Schedulell
Hampshire Group, Limited

(a) Allowance for Doubtful Accounts, Allowance for Returns, Discounts, and Adjustments, Allowance for Inventory Reserves, and Deferred Tax Valuation Allowances.

(In thousands)
Allowance for doubtful accounts:
Y ear ended December 31, 2009

Y ear ended December 31, 2010

Allowancefor returns, discounts, and adjustments:
Y ear ended December 31, 2009

Y ear ended December 31, 2010

Inventory reserves:
Y ear ended December 31, 2009

Y ear ended December 31, 2010
Deferred tax valuation allowances:
Y ear ended December 31, 2009
Y ear ended December 31, 2010

(b) None.

Balance at Charged to Other Balance at
Beginning of Charged to Costs Accounts End of
Year and Expenses (Acquisitions) Deductions Y ear

1036 $ 178 — (60 $ 1,154

1154 $ — — 97) $ 183

22025 $ 38,566 (11) (39,951) $ 20,629

20629 $ 29,289 — (32,490) $ 17,428

2261 $ 927 — (2948) $ 240

240 $ 293 — (108) $ 425

20595 $ — — (1,748) $ 18,847

18847 $ 3,774 81 — 3 22,702
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf by the
undersigned, thereunto duly authorized.
Hampshire Group, Limited

Date: March 18, 2011 By: /g/ HeathL.Golden

Heath L. Golden
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by the following personsin the capacities indicated on March 18, 2011.

Signature Title

/s/ Richard A. Mandell Chairman of the Board

Richard A. Mandell

/s/ Heath L. Golden President and Chief Executive Officer

Heath L. Golden (principal executive officer)

/sl Jonathan W. Norwood Vice President, Chief Financial Officer, and Treasurer
Jonathan W. Norwood (principal financial officer and principal accounting officer)
/s/ Robert C. Siegel Director

Robert C. Siegel

/sl Janice E. Page Director

Janice E. Page

/s/ Herbert Elish Director

Herbert Elish

/s/ Peter H. Woodward Director

Peter H. Woodward
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EXHIBIT INDEX
Subsidiaries of the Company
Consent of BDO USA, LLP

Certification of Interim Chief Executive Officer pursuant to Item 601(b) (31) of Regulations S-K as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002

Certification of Chief Financial Officer pursuant to Item 601(b) (31) of Regulations S-K as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Interim Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Certification of Chief Financia Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002



