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HASBRO, INC.
NOTICE OF 2008 ANNUAL MEETING OF SHAREHOLDERS

Time:

11:00 a.m. local time

Date:

Thursday, May 22, 2008

Place:

Hasbro, Inc. Corporate Offices
1027 Newport Avenue
Pawtucket, Rhode Island 02862

Purpose:

Elect thirteen director:

Ratify the selection of KPMG LLP as the Companydapendent registered public accounting firm fer th
2008 fiscal year

Transact such other business as may properly cefioechthe meeting and any adjournment or postponeme
of the meeting

Other I mportant I nformation:

Hasbro’s Board of Directors recommends that yoe yotur sharesSFOR” each of the nominees for director
and“FOR” the ratification of KPMG LLP as the Company’s indedent registered public accounting firm
for fiscal 2008

Shareholders of record of Hasbro common stockeatlitse of business on March 28, 2008 may votieeat t
meeting.

You are cordially invited to attend the meetingtde your shares in person. If you are not abliotso, you
may vote by Internet, by telephone or by mail. 8eeproxy statement for specific instructioRtease vote
your shares.

By Order of the Board of Directors

Barry Nagler
Secretary

Dated: April 9, 200¢
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HASBRO, INC.
1027 Newport Avenue
Pawtucket, Rhode Island 02862

PROXY STATEMENT
2008 ANNUAL MEETING OF SHAREHOLDERS
To be held on May 22, 2008

QUESTIONS AND ANSWERS ABOUT THE PROXY MATERIALS AND THE ANNUAL MEETING

Q:
A:

Q

Why are these materials being made available to me

The Board of Directors (the “Board”) of Hasbro, Iifihe “Company” or “Hasbro”) is making these proxy
materials available to you on the Internet, or smmg@rinted proxy materials to you in certain sitoas,
including upon your request, beginning on or abuil 9, 2008, in connection with Hasbro’s 2008 Arath
Meeting of Shareholders (the “Meeting”), and theaRb)s solicitation of proxies in connection witheth
Meeting. The Meeting will take place at 11:00 almcal time on Thursday, May 22, 2008 at Hasbroipocate
offices, 1027 Newport Avenue, Pawtucket, Rhoden$1a2862. The information included in this proxy
statement relates to the proposals to be voted the Meeting, the voting process, the compensation
Hasbro’s most highly paid executive officers anekcliors, and certain other required informationsibta’s
2007 Annual Report to Shareholders is also avalaibkhareholders on the Internet and a printeg wdlpbe
mailed to shareholders upon their requ

What proposals will be voted on at the Meeting'

There are two proposals scheduled to be voted thed¥leeting

« Election of thirteen director:

« Ratification of KPMG LLP as the Compe's independent registered public accounting firnfikmal 2008

Why did | receive a notice of the Internet avaihbility of Hasbro’s proxy materials (the “Notice”) this year,
instead of a full set of printed proxy materials lke | did last year?

New rules adopted by the Securities and Exchangen@ssion allow us to provide access to our pr
materials over the Internet instead of mailing ladet of such materials to every shareholder. \Adeehsent a
Notice of the availability of the proxy materials the Internet to all of our shareholders who wetmailed ¢
full set of the proxy materials. Because of certagal requirements, shareholders holding theireshtéarough
the Hasbro 401(k) Retirement Savings Plan werenséilled a full set of proxy materials this yeall &f our
other shareholders may access our proxy matenaistbe Internet using the directions set fortthim Notice.
In addition, by following the instructions in theotice, any shareholder may request that a fulbptinted
proxy materials be sent to the

We have chosen to send the Notice of the Intenegtadoility of our proxy materials to shareholderstead of
automatically sending a full set of printed copiesll shareholders, to reduce the impact of prqntur proxy
materials on the environment and to save on this @dprinting and mailing incurred by the Compa

How do | access Hasbr's proxy materials online?

The Notice of Internet availability of the proxy tedals provides instructions for accessing thexpmaterials
for the Meeting over the Internet, and includeslttiernet address where those materials are alaildlasbros
proxy statement for the Meeting and 2007 AnnualdRei® Shareholders can be viewed on Hasbro’s weebsi
http://phx.corporat-ir.net/phoenix.zhtml?c=68329&p=il-shareholde.

How do | request a paper copy of the proxy mateals?

Paper copies of Hasbro’s proxy materials will bedeavailable at no cost to you, but they will obg/sent to
you if you request them. To request a paper copi@proxy materials follow the instructions on thetice
which you received. You will be able to submit yoequest for copies of the proxy materials by segdin
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email to the email address set forth in the Notigegoing to the Internet address set forth inNlo&ce or by
calling the phone number provided in the Not

Q

What shares owned by me can be votec

A: All shares of the Company’s common stock, par v8l&® per share (“Common Stock”) owned by you as of
March 28, 2008, theecord date , may be voted by you. These shares include tHgsee{d directly in your
name as thehareholder of record , including shares purchased through Hasbro’s BivilReinvestment and
Cash Stock Purchase Program and (2) held for yoled®neficial owner through a broker, bank or other
nominee

What is the difference between holding shares asshareholder of record and as a beneficial owner

Q

A: Most Hasbro shareholders hold their shares threvigitoker, bank or other nominee rather than diyécttheir
own name as the shareholder of record. As summbbe®w, there are some distinctions between slaaies
of record and those owned beneficia

Shareholder of Record

If your shares are registered directly in your namta Hasbro’s Transfer Agent, Computershare
Trust Company, N.A. (“Computershare”), you are ¢eed, with respect to those shares,dfseeholder of
record . As theshareholder of record, you have the right to grant your voting proxyedily to Hasbro or to vote in
person at the Meeting.

Beneficial Owner

If your shares are held in a stock brokerage adomuby a bank or other nominee, you are considéred
beneficial owner of shares helustreet name and your broker or nominee is considered, witheesp those shart
the shareholder of record. As the beneficial owner, you have the right to clingour broker or nominee on how to
vote and are also invited to attend the Meetingvéleer, since you are not teisareholder of record , you may not
vote these shares in person at the Meeting untasseceive a proxy from your broker or nominee. Nonoker or
nominee has provided voting instructions for youse. If you wish to attend the Meeting and votpamson, please
contact your broker or nominee so that you canivecelegal proxy to present at the Meeting.

Q: How can | attend the Meeting?

A: You may attend the Meeting if you are listed abaaholder of record as of March 28, 2008 and hpirogf of
your identification. If you hold your shares thréug broker or other nominee, you will need to prdevproof of
your share ownership by bringing either a copy bfakerage statement showing your share ownershi
March 28, 2008, or a legal proxy if you wish toegbur shares in person at the Meeting. In addibaihe
items mentioned above, you should bring proof afryidentification.

How can | vote my shares in person at the Meeting

Q

A: Shares held directly in your name as shareholder of record may be voted in person at the Meeting. If you
choose to do so, please bring proof of your ideaifon to the meeting. Shares beneficially ownexy ine
voted by you if you receive and present at the Mged proxy from your broker or nominee, togeth@&hw
proof of identification. Even if you plan to attetite Meeting, we recommend that you also vote mafithe
ways described below so that your vote will be t¢ednf you later decide not to attend the Meetingre
otherwise unable to atter

Q: How can | vote my shares without attending the Me@tg?

A:  Whether you hold shares directly as the sharehalflexcord or beneficially in street name, you ndagct youl
vote without attending the Meeting. You may votegognting a proxy or, for shares held in street @alny
submitting voting instructions to your broker ommioee. In most instances, you will be able to ds tiver the
Internet, by telephone or by mail. Please reféhéosummary instructions below, the instructiorduded on
the Notice of Internet availability of the proxy tagals, and if you request printed proxy materitie
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Q

Q

instructions included on your proxy card or, foas#s held in street name, the voting instructiod paovided
by your broker or nomine:

By Internet — If you have Internet access, you may submit yayaxy from any location in the world by
following the Internet voting instructions on thetite you received or by following the Internetingt
instructions on the proxy card or voting instruntimard sent to yot

By Telephone— You may submit your proxy by following the telepte voting instructions on the Notice you
received or by following the telephone voting imstions on the proxy card or voting instructionccaent to
you.

By Mail — You may do this by marking, dating and signingiyproxy card or, for shares held in street name,
the voting instruction card provided to you by ybuoker or nominee, and mailing it in the enclossstf-
addressed, postage prepaid envelope. No postagguiised if mailed in the United States. Please tiaait for
Hasbro shareholders, other than those sharehdid&timg their shares through the Hasbro 401(k)rBetent
Savings Plan who are all being mailed a printed&ptoxy materials, you will only be mailed a gad proxy
card or printed voting instruction card if you regtithat such printed materials be sent to yowbgwfing the
instructions in the Notice for requesting paperiespf the proxy material

How are votes counted’

Each share of Common Stock entitles its holdemswwte on all matters to come before the Meetimguding
the election of directors. In the election of dites, for each of the nominees you may vote “FORhs
nominee or your vote may be “WITHHELD” with respégtsuch nominee. For the ratification of the sebec
of KPMG, you may vote “FOR”, “AGAINST” or “ABSTAIN If you “ABSTAIN", it has the same effect as a
vote“AGAINST” the proposal

If you vote via the Internet or telephone and dbspeecify contrary voting instructions, your shanét be
voted in accordance with the recommendations oBtterd. Similarly, if you sign and submit your pyosard
or voting instruction card with no instructions,uyshares will be voted in accordance with the
recommendations of the Boal

If you are a shareholder of record and do not eitbée via the Internet, via telephone, or retusigmed proxy
card, your shares will not be vote

If you are a beneficial shareholder and do not viehe Internet, telephone, or by returning asdayvoting
instruction card, your shares may be voted in sina where brokers have discretionary voting atithover
the shares. Discretionary voting authority is pétedion the proposals for the election of directord the
ratification of the selection of KPMG as the indegent registered public accounting firm for 20

Can | change my vote or revoke my proxy’

You may change your proxy instructions at any tprer to the vote at the Meeting. For shares héigctly in
your name, you may accomplish this by granting lagoproxy that is properly signed and bears a ez, by
sending a properly signed written notice to ther&acy of the Company or by attending the Meetingd @otinc
in person. To revoke a proxy previously submittgdédephone or through the Internet, you may sinvalie
again at a later date, using the same procedured)ich case your later submitted vote will be rdead and
your earlier vote revoked. Attendance at the Megtiill not cause your previously granted proxy &rbvokec
unless you specifically so request. For shares hetéficially by you, you may change your vote bigmitting
new voting instructions to your broker or nomin

What does it mean if | receive more than one Noticef the Internet availability of proxy materials, or
more than one proxy or voting instruction card?

It means your shares are registered differentlrerheld in more than one account. Please prowtiags
instructions for all Notices, or proxy and votingsiruction cards you receiv
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Q

Q

Where can | find the voting results of the Meeting”:

We will announce preliminary voting results at Meeting. We will publish final voting results inGurrent
Report on Form 8-K within a few days following theeting and in our quarterly report on Form 10-Qtfe
second quarter of fiscal 20C

What is the quorum for the Meeting?

Holders of record (the “Shareholders”) of the Comnstock on March 28, 2008 are entitled to votdat t
Meeting or any adjournments thereof. As of thaedhere were 139,856,065 shares of Common Stock
outstanding and entitled to vote and a majoritthefoutstanding shares will constitute a quorunttier
transaction of business at the Meeting. Abstentantsbroker non-votes are counted as present Mdleéing
for purposes of determining whether there is a giomoat the Meeting. A broker non-vote occurs whénaker
holding shares for a customer does not vote ontacpkar proposal because the broker has not rederoting
instructions on the matter from its customer anghised by stock exchange rules from exercisingrei®nary
authority to vote on the matte

What happens if | have previously consented tolectronic delivery of the proxy statement and other
annual meeting materials?

If you have previously consented to electronicwagly of the annual meeting materials you will reeein
email notice with instructions on how to accessptaxy statement, notice of meeting and annualrntepothe
Company’s website, and in the case of the proxgt,aar Computershare’s website. The notice will ai$orm
you how to vote your proxy over the Internet. Yolll veceive this email notice at approximately game time
paper copies of the Notice of Internet availabitifithe proxy materials, or annual meeting matergae mailed
to shareholders who have not consented to receiterials electronically. Your consent to receive dmnual
meeting materials electronically will remain inadf until you specify otherwis

If | am a shareholder of record how do | consent taeceive my annual meeting materials electronical®

Shareholders of record that choose to vote thaireshvia the Internet will be asked to choose aeli
preference prior to voting their shares. After eintgthe access information requested by the alpittivoting
site, click “Login” and then respond as to whethen would like to receive proxy material \éectronic
delivery. If you would like to receive future proxyaterials electronically click the applicable louttenter and
verify your current email address and then clickfiinue”. During the year, shareholders of recoey rsign
up to receive their annual meeting materials edbaitally over the Internet. To sign up registeredreholders
can go to the website www.computershare.com/us/emr8hareholders of record with multiple Hasbro
accounts will need to consent to electronic dejifer each account separate
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ELECTION OF DIRECTORS
(Proposal No. 1)

Thirteen directors are to be elected at the Meetigpf the directors elected at the Meeting vedirve until the
2009 Annual Meeting of Shareholders (the “2009 Nteg), and until their successors are duly elected antifiguag
or until their earlier death, resignation or remova

The Board has recommended as nominees for eleadidirectors to serve until the 2009 Meeting theqres
named in the table below. All of the nominees ameently directors of the Company. Claudine B. Medpwhose
term as a director expires at the Meeting, isirgfiand is not standing for edection. The shareholders are not b
asked to elect a fourteenth director at the Meedimgdjthe proxies cannot be voted for more thatetir directors at
the Meeting.

Unless otherwise specified in your voting instraot, the shares voted pursuant thereto will befoashe
persons named below as nominees for election astdis. If, for any reason, any of the nomineesethbelow
should be unable to serve as a director, it iswoftd that such proxy will be voted for the electionhis or her plac
of a substituted nominee who would be recommengeddnagement. Management, however, has no reason to
believe that any nominee named below will be unsabkerve as a director.

The following table sets forth as to each nomireefection at the Meeting: (i) his or her age); il positions
and offices with the Company; (iii) principal ocaijmn or employment during the past five years; ¢ther
directorships of publicly-held companies or investrincompanies; and (v) period of service as a ttirexf the
Company. Except as otherwise indicated, each pdrasiad the same principal occupation or employchafing
the past five years.

Positions with Company, Has Been
Principal Occupation and A Director
Name Age Other Directorships Since
Nominees for Terms Expiring in 2009
Basil L. Anderson 63 Vice Chairman, Staples, Inc. (office supply 200z

company) from 2001 until March 2006. Prior
thereto, Executive Vice President — Finance and
Chief Financial Officer of Campbell Soup
Company (consumer products company) since
1996. Director of Becton, Dickinson and Compe
CRA International, Inc., Moody’s Investors
Service, Inc. and Staples, It
Alan R. Batkin 63 Vice Chairman, Eton Park Capital Management, 199
L.P. (global, multi-disciplinary investment firm)
since 2007. Prior thereto, Vice Chairman, Kissir
Associates, Inc. (strategic consulting firm) from
1990 until 2007. Director of Diamond Offshore
Drilling, Inc., Overseas Shipholding Group, Inc.
and Cantel Medical Cor
Frank J. Biondi, Jr. 63 Senior Managing Director, WaterView Advisors 200z
LLC (private equity fund specializing in media)
since 1999. Director of Amgen, Inc., Cablevision
Systems Corporation, The Bank of New York
Mellon and Seagate Technolog
Kenneth A. Bronfin 48 President of Hearst Interactive Media (the 200¢
interactive media division of diversified media
company Hearst Corporation) since 2002. Prior
thereto, Deputy Group Head of Hearst Interactive
Media since 199¢
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Name

John M. Connors, Jr.

Michael W.O. Garrett

E. Gordon Gee

Brian Goldner

Jack M. Greenberg

Alan G. Hassenfeld

Edward M. Philip

65

64

44

65

59

42

Positions with Company, Has Been
Principal Occupation and A Director
Other Directorships Since
Chairman Emeritus of Hill, Holliday, Connors, 200¢

Cosmopulos, Inc. (full-service advertising agency)

since 2006. Chairman of Hill, Holliday, Connors,
Cosmopulos, Inc. from 1995 until 2006, during

which time Mr. Connors also served as President

and Chief Executive Officer until 2003. Director of
Covidien Ltd.

Served in a number of positions with Nestlé S.A.  200¢
(international food and beverage company), most
recently as Executive Vice President of Nestlé S.A.
responsible for Asia, Africa, the Middle East and
Oceania until 2005. Board member of the Nestlé
company in India and noexecutive director on tr

boards of Gottex Fund Management Holdings Ltd.,
Prudential PLC, UK and the Bobst Group in

Switzerland

President, The Ohio State University, since 2007. 199¢
Prior thereto, Chancellor, Vanderbilt University

since 2000. Director of Gaylord Entertainment
Company, The Limited, Inc. and Massey Energy
Company.

Chief Operating Officer of Hasbro since 2006. F 200¢
thereto, President, U.S. Toys Segment from 20!

2006. Effective May 22, 2008, Alfred J. Verrecchia

will retire as President and Chief Executive Office

of Hasbro and Mr. Goldner will succeed Mr.

Verrecchia in these role

Chairman of The Western Union Company (funds 2002
transfer company) since 2006. Chief Executive

Officer of McDonald’s Corporation (restaurant
franchiser) from August 1998 to December 2002.
Chairman of the Board of McDonald’s Corporation

from May 1999 until December 2002. Director of

The Allstate Corporation, InnerWorkings, Inc.,
Manpower, Inc. and The Western Union Comp:
Chairman of the Board of Hasbro since 1989. Prior 197¢
to May 2003, Chairman of the Board and Chief
Executive Officer since 1999. Prior thereto,

Chairman of the Board, President and Chief

Executive Officer since 1989. Effective May 22,

2008, Alfred J. Verrecchia will become Chairman

of the Board of Hasbro. Mr. Hassenfeld will rem

on the Board as a director. Director of

salesforce.com, in

Managing General Partner, Highland Consumer 200z
Fund (consumer oriented private equity fund) since
2006. Prior thereto, President and Chief Executive
Officer of Decision Matrix Group, Inc. (research

and consulting firm) from May 2004 to November

2005. Prior thereto, Senior Vice President of Terra
Networks, S.A. (global internet company) frc

October 2000 to January 20(

6
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Positions with Company, Has Been

Principal Occupation and A Director
Name Age Other Directorships Since
Paula Stern 63 Chairwoman, The Stern Group, Inc. (international 200z

advisory firm in the areas of business and
government strategy) since 1988. Director of Ay
Inc.

Alfred J. Verrecchia 65 President and Chief Executive Officer of Hasbro 199z
since May 2003. Prior thereto, President and Chief
Operating Officer from 2001 to May 2003. Prior
thereto, President, Chief Operating Officer and
Chief Financial Officer from 2000 to 2001.
Effective May 22, 2008, Alfred J. Verrecchia will
retire as President and Chief Executive Officer of
Hasbro and Mr. Goldner will succeed Mr.
Verrecchia in these roles. Director of FM Glot

Mr. Verrecchia and Mr. Goldner also serve as aiteffand/or director of a number of the Company’s
subsidiaries at the request and convenience dEdmepany.

Vote Required. The affirmative vote of a majority of those stsaoé Common Stock present (in person or by
proxy) and entitled to vote at the Meeting on tleeton of directors is required to elect directdks such, a
withhold vote is effectively a vote against a diogc

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE SHAREHOLDERS
VOTE FOR THE ELECTION OF THE THIRTEEN NOMINEES NAMED ABOVE.

7
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GOVERNANCE OF THE COMPANY

Code of Conduct

Hasbro has a Code of Conduct which is applicabbdltof the Company’s employees, officers and does;
including the Company’s Chief Executive Officer,i€tFinancial Officer and Controller. The Code ajr@uct
addresses such issues as conflicts of interesgqtimn of confidential Company information, findaldntegrity,
compliance with laws, rules and regulations, instdeding and proper public disclosure. Compliawith the Code
of Conduct is mandatory for all Company employedficers and directors. Any violation of the CodeGmnduct
can subject the person at issue to a range ofisaacincluding dismissal.

The Code of Conduct is available on Hasbro’s welstitwww.hasbro.com, under “Corporate Information —
Investors — Corporate Governance.” Although the @any generally does not intend to provide waivérso
amendments to, the Code of Conduct for its Chiefdakive Officer, Chief Financial Officer, Contraljer any
other officers, directors or employees, informatimmcerning any waiver of, or amendment to, theeCafdConduct
for the Chief Executive Officer, Chief Financialf@ér, Controller, or any other executive officerdirector of the
Company, will be promptly disclosed on the Companyebsite in the location where the Code of Conituct
posted.

Corporate Governance Principles

Hasbro has adopted a set of Corporate GovernairefPes which address qualifications for membédrthe
Board of Directors, director responsibilities, di@ access to management and independent advii@stor
compensation and many other matters related tgafiernance of the Company. The Corporate Governance
Principles are available on Hasbro’s website at wvasbro.com, under “Corporate Information — Investe-
Corporate Governance.”

Director I ndependence

Hasbro’s Board has adopted Standards for Direattegendence (the “Independence Standamdsigcordanc
with the New York Stock Exchange’s corporate goaeae listing standards. The Independence Standpetsfy
criteria used by the Board in making determinatioith respect to the independence of its membedsrasiude
strict guidelines for directors and their immedittmily members with respect to past employmerafliation with
the Company or its independent auditor.

The Independence Standards restrict commercidloe&hips between directors and the Company ariddec
the consideration of other relationships with tler@any, including charitable relationships, in nmaki
independence determinations. Using the Independstacelards, the Board has determined that eadteof t
following directors are independent and have nati@hships which impact an independence deternoinathder th
Company’s Independence Standards: Basil L. Andesiam R. Batkin, Frank J. Biondi, Jr., KennethBYonfin,
John M. Connors, Jr., Michael W.O. Garrett, E. GorGee, Jack M. Greenberg, Claudine B. Malone, EdiWwa
Philip and Paula Stern.

Of the Company’s directors who were determinededndependent, there were only three directors katb
relationships which needed to be considered bytdad. Mr. Greenberg was Chairman and Chief Exeeifficel
of McDonald’s Corporation through December 31, 2002date Mr. Greenberg remains an employee of
McDonald’s. The Company and McDonald’s are partgedain arrangements pursuant to which (i) the gamy
licenses its intellectual property to McDonald's e in promotions, (ii) the Company sells cerfaioducts to
McDonald’s and (iii) McDonald’s licenses its bratedthe Company for the use in certain Company petsd he
payments from the Company to McDonald’s and fronDidigalds’ to the Company pursuant to these arrangeme
do not rise to the levels which would raise anésgnder the Company’s independence standards. dimpahy
uses applicant tracking and recruitment softwarksavices provided by Vurv Technologies, Inc. (f¥i. Jim
Philip, a shareholder of Vurv, is the brother ofagd M. Philip. The payments from the Company pansuo this
arrangement also do not meet the thresholds $e¢i€ompany’s independence standards. The arramgevith
Vurv is described in more detail on page 14 of fhisxy statement. Mr. Bronfin is President of Heéémgeractive
Media, the interactive media division of diversifimedia company Hearst Corporation. The Compangdian
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placement firm, MediaCom, places some advertisiit @ntities within the Hearst Corporation famibut the
aggregate payments associated with any such aglagrplacement for any fiscal year are well belbe threshold
set in the Company’s Independence Standards off29&arst’'s consolidated gross revenues.

The only three members of the Company’s Board warewdetermined not to be independent were Alan G.
Hassenfeld (formerly an executive officer of then@pany), Alfred J. Verrecchia (current President @hikf
Executive Officer of the Company) and Brian Gold(enrent Chief Operating Officer of the Companife
Independence Standards are available on Hasbrdysitweat www.hasbro.com, under “Corporate Inforomat—
Investors — Corporate Governance” and a copy s atmched as Appendix A to this proxy statement.

Board Meetings and Director Attendance at the Annual Meeting

During 2007, the Board held seven meetings. Akctiors attended at least 75% of the aggregatg thie(i
Board meetings held during their tenure as dirsodoring 2007 and (ii) the meetings of any comragtkeld durin
their tenure as members of such committees du®dg 2Although the Company does not have a formkdyo
requiring attendance of directors at the annualtimgef shareholders, the expectation of the Comzant the
Board is that all directors will attend the annonaeting of shareholders unless conflicts prevesrntfrom
attending. All twelve members of the Board who wexembers as of the 2007 Annual Meeting of SharehsId
attended the 2007 Annual Meeting of Shareholders.

Presiding Non-Management Director and Communicating with the Board

Executive sessions of the independent membersdEtimpany’s Board are presided over by the pregidin
director (the “Presiding Director”). Jack M. Greend currently serves as the Presiding Directogsation which is
typically rotated on an annual basis among the iGlmdithe Audit, Compensation, Finance and Nomigati
Governance and Social Responsibility Committeefedife on May 22, 2008, John M. Connors, Jr. lsesltled to
become the Presiding Director. Interested partiag contact the Presiding Director confidentiallydggnding
correspondence to c/o Presiding Director, Haslmm, P.O. Box 495, Pawtucket, Rhode Island 02866sdhs may
also contact the Board as a whole through the dingsDirector in the manner set forth in the preagdentence.

Board Committees

Audit Committee. The Audit Committee of the Board, which currertbnsists of Basil L. Anderson (Chair),
Michael W.O. Garrett, Claudine B. Malone and EdwisirdPhilip, held eleven meetings in 2007. The Audit
Committee is responsible for the appointment, careptton and oversight of the Company’s independeditor
and assists the Board in fulfilling its responsipito oversee management’s conduct of the Comsdfityancial
reporting process, the financial reports providedhe Company, the Company’s systems of internedaating and
financial controls, and the quarterly review andwal independent audit of the Companfihancial statements. Tl
current Audit Committee Charter adopted by the Basiavailable on the Company’s website at www.hasbm,
under “Corporate Information — Investors — Corper@pvernance.”

The Board has determined that each member of tl @emmittee meets both the Company’s Independence
Standards and the requirements for independencer timel New York Stock Exchange’s corporate goveraan
listing standards. The Board has determined thiaetbf the four current Audit Committee members
(Basil L. Anderson, Claudine B. Malone and EdwardPilip) qualify as Audit Committee Financial Expz® as
such term is defined in the rules and regulationsnpilgated by the United States Securities and &xgé
Commission.

The Board does not have a policy setting rigid tnain the number of audit committees on which a bemof
the Company’s Audit Committee can serve. Insteadases where an Audit Committee member servesooe m
than three public company audit committees, ther@esaluates whether such simultaneous servicednimpair
the service of such member on the Company’s Audih@ittee. One member of the Company’s Audit Conemitt
namely Mr. Anderson, serves on more than threeipabmpany audit committees. The Board has made a
determination that such simultaneous service doesnpair Mr. Anderson’s service on the Companyisli
Committee.
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Compensation Committee. The Compensation Committee of the Board, whiaheruly consists of John M.
Connors, Jr. (Chair), Frank J. Biondi, Jr. and Brd&n Gee, held six meetings in 2007. The Compemsat
Committee is responsible for establishing and @&irgy the compensation and benefits for the Conipa@pior
management, including all of the Company’s exeeutifficers, is authorized to make grants and awander the
Company’s employee stock equity plans and shasgorsibility for evaluation of the Company’s Chiefecutive
Officer with the Nominating, Governance and SoBlakponsibility Committee.

The current Compensation Committee Charter addptetie Board is available on the Company’s welsite
www.hasbro.com, under “Corporate Information — Istees — Corporate Governance.” The Board has détedn
that each member of the Compensation Committeesnbeth the Company’s Independence Standards and the
requirements for independence under the New YaskkSExchange’s corporate governance listing statsddfor a
further description of the Compensation Committee iéss composition please see the Compensation Gib@em
Report on page 15 of this proxy statement.

Executive Committee. The Executive Committee of the Board, which cotlseconsists of Alan G. Hassenfeld
(Chair), Basil L. Anderson, John M. Connors, JickIM. Greenberg, Edward M. Philip and Alfred Jridechia,
did not meet in 2007. The Executive Committee antsuch matters as are specifically assignedftorit time to
time by the Board and is vested with all of the poshat are held by the Board, except that bytteExecutive
Committee may not exercise any power of the Boalating to the adoption of amendments to the Colyipan
Articles of Incorporation or By-laws, adoption opkn of merger or consolidation, the sale, leasxohange of all
or substantially all the property or assets ofGloenpany or the voluntary dissolution of the Comparte current
Executive Committee Charter adopted by the Boaavadlable on the Company’s website at www.hasbro,c
under “Corporate Information — Investors — Corper@pvernance.”

Finance Committee. The Finance Committee of the Board, which cutyernsists of Edward M. Philip
(Chair), Kenneth A. Bronfin, Jack M. Greenberg &idudine B. Malone, met three times during 2007% Fmance
Committee assists the Board in overseeing the Copipannual and longerm financial plans, capital structure,
of funds, investments, financial and risk managdmead proposed significant transactions. The ctifférance
Committee Charter adopted by the Board is availablthe Company’s website at www.hasbro.com, under
“Corporate Information — Investors — Corporate Gmace.” The Board has determined that each meailibe
Finance Committee meets both the Company’s IndeggaedStandards and the requirements for indepeadenc
under the New York Stock Exchange’s corporate guaece listing standards.

Nominating, Governance and Social Responsibility Committee. The Nominating, Governance and Social
Responsibility Committee of the Board (the “NomingtCommittee”), which currently consists of
Jack M. Greenberg (Chair), Alan R. Batkin, John@Q@#nnors, Jr. and Paula Stern, met four times iry 208e
Nominating Committee identifies and evaluates iilials qualified to become Board members and m
recommendations to the full Board for possible idds to the Board and on the director nomineegliection at
the Company’s annual meeting. The Nominating Cotemialso oversees and makes recommendations megyardi
the governance of the Board and the committeesdfiegincluding the Company’s governance principisard and
Board committee evaluations and shares with thefgemsation Committee responsibility for evaluatiéthe Chiel
Executive Officer.

In addition, the Nominating Committee periodicayviews, and makes recommendations to the full @oath
respect to, the compensation paid to non-emploireetdrs for their service on the Company’s Boandluding the
structure and elements of non-employee directompamsation. In structuring the Compasgirector compensatio
the Nominating Committee seeks to attract andmetdéented directors who will contribute signifitiyrto the
Company, fairly compensate directors for their workbehalf of the Company and align the interektiirectors
with those of stockholders. As part of its reviefadmector compensation, the Nominating Committeéaws
external director compensation benchmarking studiessure that director compensation is set abresble levels
which are commensurate with those prevailing atiotiomparable companies and that the structurdeeof t
Company’s non-employee director compensation progria effective in attracting and retaining higtlyalified
directors. Beginning in 2006 the Company eliminattmtk options as part of its non-employee director
compensation program and is instead granting isemployee directors annual stock awards. The Nating
Committee recommended, and the full Board approtresichange to the Company’s non-employee director
compensation program because they believed stoakdawvould be more effective in aligning the
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interests of the noemployee directors with those of stockholders. Afs2006, the Company adopted director s
ownership guidelines which require that a direatary not sell any shares of the Company’s commarksto
including shares acquired as part of the yearlytequant, until the director holds shares of conmstock with a
value equal to at least five times the current aoployee directors’ annual retainer (currently regg holdings
with a value of $275,000). The grant date valuthefstock awards to directors in May of 2007 wa3,830. The
grant date value of the stock awards to be madiéaiy of 2008 will be $105,000. The value of the aairatock
awards for 2008 was increased following a generakat review of director compensation of comparable
companies conducted by the Nominating Committeberfall of 2007.

Further, the Nominating Committee oversees the Gmylp codes of business conduct and ethics, and as:
issues of social responsibility and related corfcanduct, including sustainability, philanthragoyd transparency.
The current Nominating, Governance and Social Resipdity Committee Charter adopted by the Boardvailable
on the Company’s website at www.hasbro.com, un@ergorate Information — Investors — Corporate
Governance.” The Board has determined that eachbmeai the Nominating Committee meets both the Camyis
Independence Standards and the requirements fepémdlence under the New York Stock Exchange’s cat@o
governance listing standards.

In making its nominations for election to the Bo#ltd Nominating Committee seeks candidates who theet
current challenges and needs of the Board. Asgbdinis process the Committee considers a numbfrctdrs,
including, among others, a candidate’s employmedtather professional experience, past expertide an
involvement in areas which are relevant to the Camyfs business, business ethics and professiopaiaton,
independence, other board experience, and the Gonspdesire to have a Board that represents asbveiix of
backgrounds, perspectives and expertise. The Neimin@ommittee will consider nominees recommendgd b
shareholders for election to the Board if such matidons are made in accordance with the procedersietin the
following pages under “Shareholder Proposals amddier Nominations”.

The Nominating Committee uses multiple sourcesdentifying and evaluating nominees for director,
including referrals from current directors, reconmai@tions by shareholders and input from third-parigcutive
search firms. Third-party executive search firmgsigthe Committee by identifying candidates witbertise and
experience relevant to the Company’s business whmterested in serving on the Company’s Boaraé Th
Nominating Committee will consider and evaluatedidates recommended by shareholders on the sariseals
candidates recommended by other sources.

Mr. Goldner and Mr. Bronfin are being nominated étection to the Board by the Company’s sharehslétar
the first time at the Meeting. Mr. Goldner was aipped to the Board effective February 7, 2008. Ag pf its
succession planning, the Board designated tha@Gdidner would succeed Mr. Verrecchia as PresideatGhief
Executive Officer of the Company upon Mr. Verreechiplanned retirement from those positions on 22y2008.
Mr. Goldner was appointed to the Board in Febri2f§8 in preparation for his planned elevation tesRfent and
Chief Executive Officer.

Mr. Bronfin was appointed to the Board effectiverbtal, 2008. Mr. Bronfin's appointment followed @asch
conducted with the assistance of a third party etkee search firm. The third party search firm stesi the Board k
identifying candidates with expertise and expermeredevant to the Company’s business who weredated in
serving on the Company’s Board. Existing membetheBoard also recommended potential candidates fo
evaluation whom they felt possessed relevant eispesind experience. Mr. Bronfin was initially iddietd as a
potential Board candidate by the Company’s exeeutgarch firm. The Nominating Committee evaluated
Mr. Bronfin, as well as other potential Board catades, including other candidates identified bytthel party
search firm. Upon completion of its evaluation, M@minating Committee recommended Mr. Bronfin te Board
and the Board unanimously voted to appoint Mr. Broas a director.

As of December 18, 2007 (the date that is 120 daledays before the first anniversary of the redetete of
the proxy statement for the Company’s last Annuaklhg of Shareholders) the Nominating Committesk rinat
received a recommended nominee for election t@®ted in 2008 from an individual shareholder, arugyr of
shareholders, who beneficially owned more than 1¥%eCompany’s Common Stock.
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Additional Availability of Corporate Governance Materials

In addition to being accessible on the Company’ssite, copies of the CompasyCode of Conduct, Corpor:
Governance Principles and the charters of theGiommittees of the Board of Directors are all addédree of
charge to any shareholder upon request to the Quyigp&enior Vice President, General Counsel andebany,

c/o Hasbro, Inc., 1011 Newport Avenue, P.O. Boxd Pawtucket, Rhode Island 02862.

Shareholder Proposals and Director Nominations
General Shareholder Proposals

Any proposal which a shareholder of the Companyhesso have considered for inclusion in the proxy
statement and proxy relating to the Company’s 28@@ual meeting must be received by the Secretattyeof
Company at the Company’s executive offices no ldtan December 11, 2008 (the date that is 120 datettays
before the anniversary of the release date of theypstatement relating to the 2008 Annual Meetihg
Shareholders). The address of the Company’s execafiices is 1011 Newport Avenue, Pawtucket, Rhistind
02862. Such proposals must also comply with theratquirements of the rules of the United Statxsufities and
Exchange Commission relating to shareholder prdposa

With the exception of the submission of directomirwations for consideration by the Nominating Comtes,
which must be submitted to the Company in the madascribed below, any new business proposed by any
shareholder to be taken up at the 2009 annual ngedtut not included in the proxy statement or prdating to
that meeting, must be stated in writing and filathwhe Secretary of the Company no later thand#&@ prior to
the date of the 2009 annual meeting. Except forestodder proposals made pursuant to the precediragpaph, the
Company will retain discretion to vote proxiestzg 2009 annual meeting with respect to proposatsved prior to
the date that is 150 days before the date of suetting, provided (i) the Company includes in it€2@nnual
meeting proxy statement advice on the nature optbposal and how it intends to exercise its votliggretion and
(i) the proponent does not issue a proxy statement

Director Nominations

The Company’s By-laws provide that shareholders thaynselves nominate directors for consideraticamnat
annual meeting provided they give notice to ther&acy of the Company not less than 60 days noerti@n
90 days prior to the one-year anniversary daté@frnmediately preceding annual meeting and prosjeified
information regarding the proposed nominee and shaheholder proposing such nomination. Nominatioade b
shareholders in this manner are eligible to begiresl by the shareholder to the meeting, but saofinees will no
have been considered by the Nominating Committeerasminee to be potentially supported by the Campa

To be considered by the Nominating Committee, diireigominations must be submitted to the SenioeVic
President, General Counsel and Secretary of thep@oynat the Company’s executive offices, 1011 Newpo
Avenue, Pawtucket, Rhode Island 02862 at leasdag8 prior to the one-year anniversary of the selda the
Company’s shareholders of the proxy statementf®preceding year’s annual meeting. As such, direct
nominations to be considered for the Company’s 28@8ual Meeting of Shareholders must be submittethter
than December 11, 2008. The Nominating Committemig required to consider recommendations made by
shareholders, or groups of shareholders, that bemeficially owned at least 1% of the Company’s @wn Stock
for at least one year prior to the date the shadens) submit such candidate to the Nominating @dttee and wh
undertake to continue to hold at least 1% of then@any’s Common Stock through the date of the nential
meeting. In addition, a nominating shareholder(ay mnly submit one candidate to the Nominating Cadites for
consideration.

Submissions to the Nominating Committee shoulduidel(a) as to each person whom the shareholdeogeep
to nominate for election or re-election as a dved) the name, age, business address and resideltcess of the
person, (ii) the principal occupation or employmefithe person, (iii) the class or series and nurobshares of
capital stock of the Company that are owned beiadificor of record by the person, (\any other information
relating to the person that would be required tdliselosed in a proxy statement or other filingguieed to be made
in connection with solicitations of proxies for efien of directors pursuant to Section 14 of theusties Exchange
Act of 1934, as amended (the “Exchange Act”), dredrtiles and regulations promulgated
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thereunder, and (v) confirmation that the candidatedependent under the Companiridependence Standards
the rules of the New York Stock Exchange, or if thedidate is not independent under all such @itardescriptio
of the reasons why the candidate is not independedt(b) as to the shareholder(s) giving the edficthe name
and record address of such shareholder(s) andpaatibipant in any group of which such shareholder member,
(i) the class or series and number of shares pifadastock of the Company that are owned bendljca of record
by such shareholder(s) and each participant ingaoyp of which such shareholder is a member,ifithe
nominating shareholder is not a record holder efshares of capital stock of the Company, evideficevnership
as provided in Rule 14a-8(b)(2) under the Exchakgie (iv) a description of all arrangements or urstiendings
between such shareholder(s) and each proposed @emitd any other person or persons (including tizaires)
pursuant to which the nomination(s) are to be madsuch shareholder(s), and (v) any other inforomatelating to
such shareholder(s) that would be required to belaked in a proxy statement or other filings resgito be made
connection with solicitations of proxies for electiof directors pursuant to Section 14 of the ErgeaAct and the
rules and regulations promulgated thereunder.

The Nominating Committee may require that any psaglonominee for election to the Board furnish sutbler
information as may reasonably be required by thmiHating Committee to determine the eligibilitysafch
proposed nominee to serve as director of the Comngdre written notice from the nominating sharekeold
specifying a candidate to be considered as a nanfareslection as a director must be accompaniea yitten
consent of each proposed nominee for directohigwritten consent the nominee must consent toeflg named
as a nominee for director, (ii) serve as a direatat represent all shareholders of the Compangdardance with
applicable laws and the Company’s Articles of Ipmoation, By-laws and other policies if such noneiieelected,
(iif) comply with all rules, policies or requiremesrgenerally applicable to non-employee directéthe® Company,
and (iv) complete and sign customary informatiaguiessts upon the request of the Company.

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

The Company has a policy that any transaction whichld require disclosure under Iltem 404(a) of
Regulation S-K of the rules and regulations oflthmited States Securities and Exchange Commissiith respect
to a director or nominee for election as a direataust be reviewed and approved or ratified byGbenpany’s full
Board, excluding any director interested in suahgaction. All other related party transactionsalvhwould require
disclosure under Item 404(a), including, withoutitation, those involving executive officers of tiempany, must
be reviewed and approved or ratified by eitherGoenpanys full Board or a committee of the Board which bast
delegated with such duty. Any such related paswgactions will only be approved or ratified if BBeard, or the
applicable committee of the Board, determines shiah transaction will not impair the involved persoservice to,
and exercise of judgment on behalf of, the Compangtherwise create a conflict of interest whiobud be
detrimental to the Company. This policy is contdiime Section 20, entitled “Code of Conduct; Cortfliof Interest
and Related Party Transactions” of the Companyip@ate Governance Principles. Although the Company
adopted this policy in 2007, all of the transacgiaiisclosed below, even those entered into befdsgblicy was
adopted, have been reviewed and approved or thbfiehe Company’s Board.

The Company’s wholly-owned subsidiary, Hasbro Can@drporation (“Hasbro Canada”), leases an offim a
warehouse facility from Central Toy Manufacturimgl (“CTM”), a real estate corporation which is 26%ned by
the estate of Merrill Hassenfeld, a former Chieé&xtive Officer and director of the Company. Sylkia
Hassenfeld, a former director of the Company antheroof the Company’s Chairman, Alan G. Hassenisld,
executrix and a beneficiary of the estate of Mektdssenfeld. During 2003 a new lease was signed §ix-year
term ending on January 31, 2010, with one threesysewal option that Hasbro Canada can exercideeand of
the term. The new lease also provided Hasbro Candla right to terminate the lease on January280;, or at
any time thereafter, upon six months’ written netiche rent provided for in this six-year leas8525,000
Canadian per year (approximately $535,000 U.Sxetiange rates in effect at the end of 2007). lmeatance with
this new lease, total rent paid by Hasbro Canadzirtd for the lease of the office and warehousdlitgdn 2007
was approximately $535,000 U.S. at exchange ratefféct at the end of 2007. In management's opirtiois lease
is on terms at least as favorable as would otherpiesently be obtainable from unrelated parties.
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Lucas Licensing Ltd. (“Licensing”) and Lucasfilmd.t(“Film” and together with “Licensing”, “Lucas”)
formerly owned exercisable warrants to purchasaggnegate of 15,750,000 shares of Common StoclseThe
warrants were issued to Lucas in connection withsalength negotiations between Lucas and the Coymnpan
pursuant to which the Company obtained certaiméed rights related to the STAR WARS propertieslanuary
2003, the Company amended its license with Licen&inthe manufacture and distribution of STAR WARSs
and games. Under the amended agreement the terextessled by ten years and is expected to runghr@018.
In addition, the minimum guaranteed royalties dukitensing were reduced by $85 million. In a sapar
agreement, the warrants previously granted to Lueas also amended. Under this warrant amendnfentetms c
each of the warrants issued to Lucas were extebyléen years. The warrant amendment agreemenpadsaded
the Company with an option through October 201puchase all of these warrants from Lucas for ego be pai
at the Company'’s election of either $200 milliorcash or $220 million in Common Stock, such stoeig valued
at the time of the exercise of the option. The Canypexercised this right in May of 2007 and repasgd all of the
warrants for Common Stock held by Lucas for $200ieni in cash. Lucas no longer holds any warraots f
Common Stock. In fiscal 2007, the Company paidggregate of approximately $6.1 million in royalties
Licensing pursuant to license agreements entetecatrarms length in the ordinary course of busines

In December 2005 the Company entered into a theee-grrangement with Vurv Technologies, Inc. (fogne
Recruitmax Software, Inc.) (“Vurv”) pursuit to wiid/urv supplies the Company with applicant trackamgl
recruitment software and services. Under this agesd the Company expects to pay Vurv approxim&tas2,000
over the course of the three-year term. In fis€@I2the Company paid Vurv $57,143 of the totalnested fee of
$292,000 (the Company had previously paid an agdeegf $144,345 in fiscal 2005 and fiscal 2006 Bhilip,
who is a shareholder of Vurv, is the brother of BdivM. Philip, one of the Company’s directors.

Alfred J. Verrecchia, the Company’s President ahtkfCExecutive Officer, is Chairman of Lifesparhaspital
holding company. Three of Lifespan’s member hosp#ee the Hasbro Children’s Hospital, the Brad#®gpital
and the Miriam Hospital. In fiscal 2007, the Comp@novided approximately $830,000 in aggregate ohey and
in-kind donations to the Hasbro Children’s Hospithké Bradley Hospital and the Miriam Hospital. kel
Verrecchia, son of Alfred J. Verrecchia, is emplbyy the Company as a Director of Marketing. Fecdi 2007,
Michael Verrecchia was paid an aggregate salanbands of $177,324.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee (the “Committee”) of @menpany’s Board is responsible for reviewing,
approving and overseeing the compensation and ilefmfthe Company’s senior management, includithgf the
Company’s executive officers, and is authorizethttke grants and awards under the Company’s empkigek
equity plans. The Committee operates under a wriharter which has been established by the Comp&oard.
The current Compensation Committee charter is abiglon the Company’s website at www.hasbro.comeunn
“Corporate Information — Investors — Corporate Goace.”

The Committee is composed solely of persons whdatte “Non-Employee Directors,” as defined in
Rule 16b-3 of the rules and regulations of the éthibtates Securities and Exchange Commission,aridide
directors,” as defined in Section 162(m) of theetnal Revenue Code of 1986, as amended (the “Cotleé)Board
has determined that each member of the Commitieelépendent under the Company’s Independence &tdsd
and the requirements of the New York Stock Exchangearporate governance listing standards.

The following section of this proxy statement, #etl “Compensation Discussion and Analysis”, cargai
disclosure regarding the philosophy, policies aratesses utilized by the Compensation Committeeviewing
and approving the compensation and benefits o€thrapany’s executive officers.

The Committee has reviewed and discussed with neanegt the Compensation Discussion and Analysish
follows this report.

Based on its review and discussions with managertenCommittee recommended to the Company'’s full
Board and the Board has approved the inclusiohefompensation Discussion and Analysis in thigyro
statement for the Meeting and, by incorporationdfgrence, in the Company’s Annual Report on FodaiKTor the
year ended December 30, 20

Report issued by John M. Connors, Jr. (Chair), kecamBiondi, Jr. and E. Gordon Gee as the memddteo
Compensation Committee of the Board as of the 2i80@l year end.

COMPENSATION DISCUSSION AND ANALYSIS

Executive Summary of 2007 Policies and Compensation

The Company is a worldwide leader in children’s &amdily leisure-time and entertainment products and
services, including the design, manufacture andetieng of games, toys and children’s consumer sdaat
products. As a family entertainment company, then@any looks at a broad range of consumer products,
entertainment and general industry companies dadssscompetitors, including in the hiring and ngiten of
employees and executives. In the family entertaimtraad consumer products markets where the Company
competes for talent, base compensation, variabkntive cash compensation, equity compensatiorearployee
benefits are all significant components of a coitigetand effective overall executive compensapackage.

The Company utilizes two overarching principlestructuring its executive compensation program.

First, a significant portion of an executive’s aaltcompensation opportunity should be at risk based upon
the performance of the Company. The Company bdiévat the primary responsibility of the Comparngxecutive
team is to drive the performance of the Companyaiedte value for the Company’s shareholders amef ot
stakeholders. As a result, if the Company failadbieve its financial goals, and/or if the Comparshare price do
not rise, significant portions of the total exeeatcompensation package should not be, and areeadized. The
Company implements this principle by using variatdenpensation elements, such as management inegtin
awards and equity awards, as a major componehedbtal executive compensation package.

Second, the Company seeks predominately to rewemalb performance by the Company, or its major
business units, and only to a lesser extent toncwmaividual executive performance. The Companiebes this is
appropriate to foster an environment of team waidk @ maximize the performance of the Companywabdale, as
opposed to individuals within the Company. As ailtieshe two most significant variable componerftthe
Company’s executive compensation, namely manageimesntive plan awards and equity awards, are most
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heavily weighted to achievement of Company goats@ompany performance. The incentive plan awangdand
achievement of stated Company and business uaitdial metrics, with individual performance playiagmaller
role. Equity awards also reward achievement of Camggoals and Company stock price appreciation.

Consistent with these principles, and in lightted Company’s record performance in fiscal 2007 ctvlwas
the seventh year in a row of strong performancthbyCompany, the executive officers of the Compaogived
significant value for 2007 from the variable elensenf their compensation packages, including theagament
incentive awards and long-term equity awards.

For fiscal 2007, the Company reported $333 millionet earnings, an increase of over $100 milliomt the
reported net earnings for fiscal 2006. 2007 waghhid consecutive year of record net earningglierCompany. In
addition, fiscal 2007 represented the seventh acunise year of growth in the Company’s earningsgiere before
the cumulative effect of accounting changes. In7208e Company’s worldwide net revenues increa28d @
$3.8 billion and the Company generated $601.8 onilin operating cash flow. This performance in 20@5
achieved against a backdrop of difficult econonmd eetail challenges.

The Company’s excellent performance over the kagtal years has had a significant impact on thlizadion
of value from the variable components of the Comgfsmexecutive compensation package at the endistal year.
The Committee continues to structure the Compatgyrspensation program in a way it believes appraglsia
rewards excellent performance and maximizes fyteréormance.

Executive Compensation Philosophy and Objectives

In structuring the compensation of the Companycexive officers, including the five named execativ
officers who appear in the compensation tablesalig this Compensation Discussion and Analysis, th
Company'’s fundamental objectives are to:

 Attract and retain talented executives who canrdaute significantly to the achievement of the Camy's
goals,

 Align the interests of the Company'’s executiveswiite medium and long-term goals of the Company and
the Compan’s shareholders, employees and other stakeho

« Focus executives on achievement of the Companyksdon a manner that fosters team performance and a
team focus

« Reward superior performance by the Company arfilggess units as a whole, and to a lesser extent
superior individual performance, a

« Accomplish these objectives effectively while mangghe total cost of the Company’s executive
compensation prograr
Designing the Executive Compensation Program at Haso

Hasbro’s executive compensation program is stradtwrith input, analysis, review and/or oversigbira
number of sources. Those sources include the:

« Compensation Committee of the Compg’s Board of Directors (th* Committe”),
» Benchmarking studies and other comparative compiensaformation,

» QOutside compensation consultat

« Compan's Chief Executive Officer, ar

¢ Compan’s Human Resources Departme

In designing the fiscal 2007 executive compensgtimgram, the Company reviewed benchmarking
information to establish reference points forb@se salaries, (i) management incentive awards(iantotal target
cash compensation (comprised of base salaries andgement incentive awards together). For purpafses
establishing reference points for base salariesagement incentive awards and total target caslpensation the
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Company reviewed the Hewitt Executive Total Compéins Measurement Survey, prepared by Hewitt Asdesi
LLP, and Towers Perrin’s Executive Compensatiorabahk. Within these surveys the Company focuseti®n
following types of companies: (i) companies in gemeral industry category with total annual revemaaging fron
$3 billion to $6 billion within Towers Perrin’s Egative Compensation Databank, and (ii) approxinya4é&
consumer products and consumer facing companiés awnual revenues ranging from $1 to $56 billiathin the
Hewitt Executive Total Compensation Measuremenv&ur

The Company does not benchmark its equity compiemsavery year, but does so regularly. In struciits
equity compensation program for fiscal 2006 the Gany conducted a detailed review of two benchmarkindies
to establish reference points, Towers Perrin’s bttee Compensation Databank, mentioned above, dshee
Mercer Wall Street Journal 350 (the “Mercer 35@)ithin the Mercer 350 the Company focused on corigsain
the general industry category with annual revemanging between $1 billion and $6 billion. The Camp's equity
compensation program for fiscal 2007 was not charsignificantly from the program in fiscal 2006.elE@ompany
plans to review additional benchmarking data ags&ary to establish reference points for equitypsmation in
the process of structuring its equity compensagtimyram in future years.

The Company selected the sets of benchmarkingdistassed above because they are comprised o&d bro
range of companies which are considered compatalzsled competitive with the Company in terms of the
challenges faced by such companies and their exedaetams, and the skills and experience requiyetthé
executive teams in leading such companies. In wengecompensation reference points, the Compangngély
seeks to have a total compensation package fexrésutive officers that falls between the 50th @hth percentiles
of compensation at comparable benchmarked compartiesCommittee believes that this positions thenBany’s
compensation program at a level that allows the @@om to effectively hire, retain and motivate taéshexecutive:
This approach also enables the Company to keegoteof the Company’s executive compensation aaaanable
level as compared to other similar and/or competitiompanies.

However, while the Company believes it is importanperiodically review benchmarking data to detieem
how the Company’s executive compensation programpeoes to the programs used by other comparable
companies, such reference points are only one elensed in structuring the Company’s executive cemsation
program and do not trump the Company’s overridixgcative compensation program goals of driving Canyp
performance and fairly rewarding executive contiiins to the achievement of the Company’s perfoaeagoals.

In reviewing the proposed fiscal 2007 compensatimgram, the Committee worked with Mercer (“Merger”
who served as an outside compensation consultatiddCommittee. Although Mercer has performed workhe
Company in the past, in fiscal 2006 and fiscal 2D@&#Fcer only advised the Committee. For its workhwiespect to
the 2007 compensation program, Mercer was retdgednd reported directly to, the members of then@idttee.
Mercer advised the Committee with respect to them@datee’s review of the Company’s 2007 executive
compensation programs and provided additional médion as to whether the Company’s anticipated 2007
executive compensation programs were competitive veere effective in promoting the performancehef t
Company’s executives and achievement of the Comipdimancial goals.

In addition to the work performed by Mercer for themmittee with respect to the 2007 compensatiogram
Watson Wyatt Worldwide (“Watson Wyatt”) performedadysis on the Company’s proposed compensation
program, including its competitiveness with compdgacompanies and effectiveness in promoting andurding
performance and achievement of the Company’s gfmlshe Company’s Human Resources department.aftsob
this work, Watson Wyatt assisted the Company withgreparation of compensation information presktdehe
Committee at various times, as well as certaitnefdompensation tables and other information ireduid the
Company’s proxy statement.

The Companys Chief Executive Officer, Senior Vice Presidentoiman Resources, and Senior Vice Presi
and General Counsel each attend portions of théimgseof the Committee. However, the Committee a¢gularly
considers and discusses issues and the compengaignams without the presence of any officerhef€Company.

For Named Executive Officers other than the Chieddtitive Officer, as well as for the Company’s othe
executive officers, the Company’s Chief Executiiic@r makes recommendations for each individual's
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compensation package to the Compensation Comniitt@eaking these recommendations the Chief Exeeutiv
Officer considers the individual’'s performance, demarking information and input from the Companisman
Resources Department. The Committee then disctissss recommendations with the Chief Executived®ffibotl
with and without the presence of the Company’s @evlice President of Human Resources and outside
compensation consultants. The Committee furthdevesrand discusses these recommendations in exeassio
without any members of management present. FoCktief Executive Officer, the Committee directly ei@hines
the compensation package, receiving input as itndesppropriate from the Company’s Human Resources
Department, benchmarking information and the Come®is outside compensation consultant. The Comenittees
not receive a recommendation as to the Chief Ekex@ifficer's compensation from any member of therpanys
management. In addition to being reviewed and amatdy the Committee, the compensation packagtnéor
Company'’s Chief Executive Officer is reviewed appr@oved by the full Board. The Committee does redéglate,
to management or any other parties, its dutiesu@w the Company’s executive compensation programs

Although the Company considers the requiremen@aafe Section 162(m), and the accounting treatmfent o
various forms of compensation, in determining tleenents of its executive compensation program tmthe exter
it is consistent with meeting the objectives of @@mmpany’s executive compensation program, strastsuch
compensation to maximize the ability of the Comptmgeceive a tax deduction for such compensatian,
Company feels strongly that maximizing the perfanoeof the Company and its executives is more itapbthan
assuring that every element of compensation cosplith the requirements for tax deductibility un&ection 162
(m). The Company selects performance goals unsl@aiiable compensation programs that are intetalbd
objective within the meaning of the Code, suchdsexing certain net revenues, operating margee frash flow c
earnings per share goals. However, in certaintitusithe Company may feel a particular goal i/\meportant to
the Company, even though it is not objective witthi@ meaning of the Code. The Company reservesghito
compensate executives for achievement of such tlgsc or to reflect other individual performanceasures in an
executive’'s compensation, even if they do not cgrmpth the requirements of Section 162(m).

The Company does not have a formal policy requiergcutives to forfeit compensation, either cash or
non-cash, to the Company in the event that theadirsancial restatement or some other negativaroeoce after
such compensation is paid. However, there are [@ga&isions under the Sarbanes-Oxley Act of 200&whequire
forfeiture of some elements of compensation inagersituations. The full Board, the Committee amel Company’s
senior management are committed to an environmenhich all of the Company'’s officers and employaesin
accordance with the highest ethical standardsraaddordance with all legal and accounting requémeis: Any
failure to do so will be dealt with on a case bgechasis by management, the Committee and the Baato
manner they deem appropriate.

Primary Elements of 2007 Executive Compensation

Executive compensation for fiscal year 2007 waspmsad of four primary elements:

* base salary

* management incentive awar
e equity awards, an

« employee benefit:

The Company uses these four elements in the cotininabelieves appropriately divides the compéiasaof
its executives among fixed and variable componé&ume variable compensation is tied to achievemieygarly
financial objectives. Other compensation, suchg®n grants vesting over multiple years and penfomce share
awards with multi-year performance periods, are teethe achievement of longer-term financial g@aid the
creation of longer-term shareholder value. The Camgpseeks to have its overall compensation package
significantly comprised of variable performancedxhelements. The Company believes this fostersfarpence-
driven mentality and best serves the interesta@fdompany and its stakeholders, since the compiensd the
Company’s executives is significantly dependentruapchievement of the Company’s financial goals thed
creation of shareholder value. Each of these cosgi@m elements is described in detail below.
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Base Salary

The salaries for all five of the ComparyNamed Executive Officers in fiscal 2007 are ideld in the Summal
Compensation Table that follows this report. Carsiswith the Company’s general philosophy of anlyreasing
executive base salaries in the event of changessponsibility, particular achievements or laclkcompetitiveness
with market compensation offered to executives withilar responsibilities, expertise and experieincether
general industry and consumer products companége€dmpany considers to be comparable arabometitive witl
the Company, Mr. Goldner, Mr. Nagler and Mr. Bifuldid not receive increases in base salary dur@y 2

Mr. Verrecchia and Mr. Hargreaves did receive iaess in base salary in 2007. In light of its revadw
compensation for Chief Executive Officers at comesmeemed comparable to, or competitive withGbmpany,
the Committee recommended, and the Board apprawveithcrease in the base salary for Mr. Verrecatuienf
$1 million to $1.2 million in fiscal 2007. Secondr. Hargreaves was promoted from Senior Vice Pesgidnd
Chief Financial Officer to Executive Vice Presiddrinance and Global Operations and Chief Finar@ffiter at
the beginning of 2007. In connection with this padion and the increase in Mr. Hargreaves’ respalitgis, the
base salary for Mr. Hargreaves was increased fra®0 $00 to $600,000.

According to the last set of data which the Compawewed at the end of fiscal 2007, the base issléor the
five Named Executive Officers in fiscal 2007 randpedween the 624 and the 78 percentiles of base salaries at
the benchmarked companies.

Base salaries for new executive officers are iihyjtiset at a level the Company determines represent
competitive fixed reward to the executive. By “catipive”, the Company means the reward is sufficter(i) hire
the executive in question, rather than losing peaison to a competitive employment opportunity,rétain the
executive during their employment with the Compaany (jii) fairly compensate the executive for thei
responsibilities, skills and work. This is donedmaluating the responsibilities of the positionniggiilled, the
experience of the individual being hired and thmpetitive marketplace for comparable executiventale

Management | ncentive Awards
Summary of 2007 Award Management | ncentive Awards

Approximately 20% of the Company’s employees, idiig all of the Named Executive Officers, received
management incentive awards with respect to fidé@r. The management incentive award is performbased,
with payout of these awards tied to the achievern€apecific yearly performance objectives by tt@pany. The
management incentive awards provide short-termopmédnce-based incentive compensation. This ismtrast to
equity awards, which although also performance dhaaee designed to reward achievement of spedtiifopmance
objectives and/or stock price appreciation overgaisrlonger than one year.

Management incentive awards for the Company’s ekexofficers for fiscal 2007 were determined untieo
programs, the 2004 Senior Management Annual Pedioca Plan (the “Annual Performance Plan”) and @72
Management Incentive Plan (“MIP”). Additional détedncerning these two plans, the manner in whicards are
structured and administered under the plans, andifferences between the plans, is set forth beldegpite certai
differences in the two plans, however, both the vailPerformance Plan and the MIP use the samerpafee
criteria and targets.

The Committee established the fiscal 2007 corpaatebusiness unit performance goals for the Cognpan
under these two plans in the first quarter of fig€®7. These performance goals were based orOié @oerating
plan and budget approved by the Company’s Boaittin§eerformance goals involves both selecting the
performance metrics that will be used to evaluateuls eligibility and establishing the performaraeyéts for each
of those metrics. The Committee used three perfocaanetrics to measure corporate performance ii.20@e
three corporate performance criteria, and thepeetve weights, were as follows: (i) total neterues (40%),

(i) operating margin (40%) and (iii) free cashvilg20%). The Committee selected these three pedinoa metrics
to capture the most important aspects of the tapoattom line performance of the Company, in thenfof sales,
profitability and cash generation. Business unifgrenance objectives were based on the first twihe$e criteria,
namely total net revenues (50%) and operating maE§1%). Free cash flow is not used as a busingiss u
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performance objective because its computation aanaxcur for the Company at the corporate levee T
Committee sets the relative weighting among théop@rance metrics in accordance with the relativpdnance of
those metrics, in the Committee’s view, as a réifecof the Company’s performance and the strenfthe
Company’s business.

For Mr. Bifulco, his fiscal 2007 management inceataward was weighted 40% for achievement of theeth
corporate performance targets and 60% for achiemeofehe two performance targets for the North Aicge
business segment, the segment in which Mr. Bifolperated. For the other four Named Executive Office
management incentive award opportunities for 208reweighted 100% for corporate performance.

The table set forth below provides the 2007 corigot@tal net revenues, operating margin and freh daw
performance targets, as well as the Company’s bgtuormance against those targets. The Compayisal
weighted performance in fiscal 2007 correspondelbifo achievement of target corporate performahiee.total
performance percentage of 160% against targetd@s@erformance against the three individual caigo
performance metrics ranging from 111% to 161%k&f that performance under the plans is leverdgst,in a
positive and negative direction. As a result, wpherformance against a target is surpassed, theg@tagnizes
incremental gains over target performance to areasingly greater extent the more the target iseded.
Similarly, leverage is applied to reduce awardartancreasingly disproportionate extent as perfocedalls furthe
below target.

2007
Weighting Under 2007 2007 Performance as i
Incentive Award Performance Actual Percentage of
Performance Measur Opportunity Target Performance(1) Target
Total Net Revenue 40%  $3.45 billior  $3.84 billior 111%
Operating Margir 40% 11.98% 14.28% 11<%
Free Cash Floy 20%  $316 millior  $510 millior 161%

(1) Actual performance with respect to the targetomputed in accordance with the plans to eliminiageimpac
of certain events and transactions which are censtlextraordinan

The Committee sets the corporate and businesp@ridrmance goals under the management incentare pl
awards at levels it believes require strong perforoe for a target payout and superior performanica §reater the
target payout. The corporate performance goalfifoal 2007 represented the following increases tve
Company'’s actual performance in fiscal 2006 in otdeachieve 100% of target performance, (i) totirevenues,
a 9% increase over 2006, (ii) operating marginparease from 11.94% in 2006 to 11.98% in 2007, (@)dree
cash flow, a 33% increase over 2006.

For Mr. Verrecchia, Mr. Goldner and Mr. Hargreawehp all participated in the Annual PerformancenRia
2007, fiscal 2007 management incentive award oppdi#s were structured in terms of maximum peribies
payouts corresponding with various levels of Conygagrformance. In every case these awards couldiibe
reduced, but not increased, at the sole discrefitine Committee. Based upon the Company’s 160%hted
achievement of its corporate performance objectivé907, the Annual Performance Plan allowed fyrpent of
the maximum management incentive award to eachesktthree officers for 2007. In each case, themmar
incentive award for 2007 was set at three timeekeeutive’s base salary.

Considering the Company'’s record net earnings 0v2€hird consecutive year of record net earnisgggnth
consecutive year of earnings per share growth, 22%ase in net revenues, and strong overall pedoce, as we
as each executive’s contribution to that perforneatite Committee determined not to exercise angthey
discretion with respect to the awards payable to\drrecchia and Mr. Goldner and to pay each of Warrecchia
and Mr. Goldner the maximum awards called for iy Amnual Performance Plan for 2007. For Mr. Goldtte
decision by the Committee to not exercise negatiseretion with respect to the award permitted alas
influenced by the work done by, and under the dimacand influence of, Mr. Goldner in promoting tiempany’s
brands in high profile entertainment, including ttemendous contribution made by Mr. Goldner towdte 2007
release of the Transformers movie. The Committeegeized Mr. Hargreaves significant contributioongthieving
the Company'’s performance in 2007 by awarding 3% &f the maximum award which was allowed under the
Annual Performance Plan.

20




Table of Contents

For Mr. Nagler and Mr. Bifulco, who participatedtime MIP in 2007, their fiscal 2007 management itiee
award opportunities, rather than being structused eange of maximum awards corresponding to valiexels of
performance against target, were instead set wgwdor a payout of 60% of base salary for taggrformance. A
range of payouts as a percentage of target theaspmnded to a range of performances against thogetabove
and below 100%. Threshold performance for eachngiancial metric under the MIP is set at 80%arfet
performance for purposes of the achievement ofgbat contributing to payout of the managementritive award.
An 80% achievement of a performance goal undeMtieequates to a 60% payout against that goaldditian to
taking into account Company performance, the Mi#tike the Annual Performance Plan, also allowsafor
multiplier of up to an additional 25% in recognitiof superior performance against individual perfance
objectives.

160% achievement of the corporate performance @o&e07 corresponded with a base management imeent
award payout of $456,000 for Mr. Nagler. In lighttloe significant contributions made by Mr. Nagierthe
Companys business in 2007, including his work in connettigth the license agreement negotiated with Etedt
Arts Inc., the movie development agreement negatiatith Universal Pictures, and his contributiomg& thumber of
other significant transactions, the Committee daeteed it was appropriate to apply the maximum 26&6vidual
multiplier to Mr. Nagler's management incentive agar his resulted in an award of $570,000 to Mrghafor
2007. The weighted performance of the Company’stiNamerican segment against its objectives in 2083
127%. Thus, the weighted performance against theocate and business unit objectives for Mr. Bifueas 140%
(computed as (40%x160%)+(60%x127%)). This callechfmmanagement incentive award payment to Mr. Bafulf
$399,570, which is what he was awarded for 2007.

According to the benchmarking data reviewed byGbenpany the target management incentive award
opportunities, where targets were applicable,ierlamed Executive Officers ranged between thé 5ad the
87th percentiles of target cash management inaeativards at the benchmarked companies.

Additional Detail on 2007 Management I ncentive Awards

The Annual Performance Plan has been approvedeb@dmpany’s shareholders and is intended to alow f
the deduction by the Company of the bonuses pdidoiered employees” as defined in Code Sectior{(rh$2The
Committee is not able to increase the award paymdsr the Annual Performance Plan to reflect disanary
factors or individual performance. The Committee/ronly exercise negative discretion to reduce agjaimas low
as 0%, that would otherwise be payable to partitpander the terms of the Annual Performance Rlarihe
extent that the Committee determined it was appaitgoto reward Mr. Verrecchia, Mr. Goldner or Mratgreaves
for achievement of subjective goals or individuatfprmance, the Committee would need to award eliggrary
bonuses outside of the Annual Performance PlarthdieMr. Verrecchia, Mr. Goldner nor Mr. Hargreaveseived
a discretionary bonus award for fiscal 2007.

The MIP is not a shareholder approved plan. Thagmy difference in administering the MIP, as coneplaio
the Annual Performance Plan, is that under the i&PCompany is able to adjust actual award payeiitser up or
down, based upon individual performance. Bonusasegaunder the MIP are subject to adjustment dowthiaas
low as 0% and upward by a factor of up to an adidé 50% (25% in the case of officers at the le@féir. Nagler
and Mr. Bifulco), based on individual performancgiast specified individual management objectivedan the
MIP.

In all cases, the bonuses for performance undeAtimeial Performance Plan and the MIP for executifieers
were reviewed and approved by the Committee. Tinedes for the Company’s Chief Executive Officer &indef
Operating Officer were also reviewed and approwethb full Board.

In addition to establishing the performance critennd target performance objectives for each stitdria, in
the first quarter of 2007 the Committee also eshbt (i) maximum awards for the executives paséiting in the
Annual Performance Plan and (ii) target bonus asvardl threshold and maximum awards for each execatficer
participant in the MIP corresponding with varioaséls of performance against the designated casparal, to the
extent applicable, business unit objectives. Mansege incentive bonus targets and/or maximums waratdevels
the Committee believed appropriately rewarded #ezetive in question for their responsibility ame tcontribution
which would be required from such executive for @mmpany to achieve its stated objectives. The
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maximum awards for each of the Named Executivec®f§ for 2007, as well as the threshold and tagerds for
Named Executive Officers participating in the MIRH are included in the Grants of F-Based Awards table that
follows this discussion.

Long-Term Equity Awards

Prior to fiscal 2006, the Company had granted atrath®f the equity awards to the Company’s empésyim
the form of nongqualified stock options, generally vesting in arlnnstallments over three years. These options
designed to motivate and retain those individualer a period of multiple years, who are most intguairto the
Company’s future success. Stock options are alsiged to align the interests of employees witlséhof
shareholders by providing employees with a beffigfith price appreciation in the Common Stock afier date of
grant and to hold employees accountable for detigestock price appreciation to the shareholdetb®Company.

In structuring the 2007 (and last year the 200@jtgqgompensation program the Committee believedhi
important to retain stock options as a signifiagetment of the program to continue to achieve thévational
benefits of rewarding key employees for appreciatiothe Companyg stock price over the course of multiple ye
However, in light of the many market factors thamh émpact an individual company’s stock performamtker than
the performance of the company itself, and the eguent imperfect connection between a company&kgiace
performance and the performance of the underlyusirtess, as well as the accounting changes eféeictifiscal
2006 which eliminated favorable accounting treathfenstock options and enhanced the attractiveagether
stock compensation vehicles, the Committee feliais important beginning in 2006 to have a signifigzortion of
the value of the Company’s equity compensation ranogtied to achievement of specific internal finahgoals for
the Company, rather than just stock price apprieciat

For fiscal 2007, the Committee approved targel eqaity award values for each of the Company'gikele
employees. These targets were expressed as a g@eeh each individual’'s base salary. For the NhEveecutive
Officers the total target equity award values i020as a percentage of their base salaries, wéodl@ss: Alfred
Verrecchia, 400%, Brian Goldner 200%, David D.Rrd#aaves, 175%, Barry Nagler, 150% and Frank Bifulc
150%.

In all cases the final target equity award valuesenset at levels the Committee believed would esate the
individual for future achievement of the Companpsg-term financial goals and stock price apprémiain a
manner commensurate with their duties and conidbstto the performance of the Company and itskstas is the
case with management incentive plan awards, tHerpesince metrics are designed to reward Company
performance, as opposed to individual performance.

The target equity award value for each eligible kyge was then divided evenly between two awardsyp
non-qualified stock options and performance shas&ds, such that 50% of the total equity award ealould be
represented by each type of award. This even divisf the award value reflected the Committee’selh¢hat over
the performance period the realization of equitaalwalues should be equally divided between aehnignt of the
Company’s longer-term internal financial targetd &me Company'’s stock price appreciation.

For the 50% of the equity award value in 2007 whigts made in the form of stock performance awdhdse
awards provide the recipient with the potentiatéon shares of the Company’s common stock baséteon
Company’s achievement of stated cumulative dil@aichings per share (“EPS”) and cumulative net negen
(“Revenue”) targets over a three-year period bagmdanuary 2007 and ending December 2009 (thddieance
Period”). The cumulative net revenue and dilutethiegs per share targets were taken from the Coyipéomg-
term strategic plan and, as is the case with thi@meance levels under the Annual Performance Riahthe MIP,
were set at levels which the Committee determinedlgvrequire solid performance from the Companyl iarturn
its executives, in order to achieve a thresholdpgyand superior performance to achieve a higier target
payout.
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The Company considers the specific target EPS aveiRie levels to be confidential information whiebuld
harm the Company if it were disclosed as they as=t on confidential internal plans and forwardiog
expectations concerning the Company’s performanee @ multi-year period. However, the targets agcl on the
same Board approved operating plan which is useétiing performance targets under the Annual Pedace
Plan and MIP, as well as on the longer-term stiategerating plan approved by the Board. The foitmntable
shows the share payouts, as a percentage of et tarmber of shares covered by a stock performawweed,
corresponding with various combined levels of aghieent against the EPS and Revenue targets.

Revenues Measure

Revenues of at

Least Target Bul Revenues of at
Revenues 10% o Not 10% or Least 90% of Revenues o
More Over More Over Target But Less ~ Under 90% of
EPS Measure Target Target than Target Target
EPS 10% or more over Targel 125% 115% 105% 62%
EPS of at least Target but not 10% or more over Taget 115% 10C% 95% 50%
EPS of at least 90% of Target but less than Targe 105% 95% 85% 0%
EPS under 90% of Target 62% 5C% 0% 0%

90% achievement of each target under the contirggenk performance awards was established as shthice
to that metric contributing to the ultimate awaeayput. Each stock performance award has a targebeuof share
of common stock, a portion of which may be earngthle recipient if the Company achieves at lea% @@ the
stated EPS and/or Revenue targets over the Perfiomizeriod. For example, 90% achievement of botheof
performance metrics corresponds with a plannedytayo85% of the target number of shares. @bgial number ¢
shares to be received at the end of the Performeded can be below or above the target numbexthas the
actual levels of the target performance achieveinagithe two metrics. In all cases the Commitegains the right
to reduce the number of actual shares receivedipnt$o any award to any level, including 0%, te ¢xtent it
believes the actual payout should be below the murcdlled for by the award agreements.

In determining the 2007 equity award targets then@itee did not feel that past equity awards shbalee a
significant impact. However, in conjunction wittet@ompany’s stock ownership guidelines, which ascdbed
below, the Committee is reviewing each officer'sgness in achieving their targeted stock ownerkhipl as a
criterion in establishing future target equity griavels. To the extent that an officer is not nmaksufficient
progress toward achieving and maintaining the tadgstock ownership level, equity grants to théitef in the
future may be reduced.

The Company does not manage the timing of equéaptgrto attempt to give participants the benefinaterial
non-public information. Grants are made at timesmvthe Company believes it is not in possessionaiérial non-
public information and when major subsequent anoements are not currently anticipated. Furthematilon
grants are made with an exercise price at or almvaverage of the high and low sales prices o€Cibrapany’s
common stock on the date of grant.

The stock option and performance share award gtanke Company’s hamed executive officers in 287
reflected in the Grants of Plan-Based Awards t#imé¢ follows this report. The grant date for then@pany’s yearly
stock performance awards in fiscal 2007 to offi@erd other eligible employees was February 13, 200& grant
date for the yearly stock option awards to officams other eligible employees was May 24, 2007 niNdly the
Company intends to make both sets of grants osdhee date during the first quarter of the yeatsatgularly
scheduled Board meeting and with an effective ftdlewing announcement of the prior year’s finahcesults.
However, at the beginning of 2007 the Company didhave enough authorized shares available urgleqitity
plan to make all of the planned equity grants pigoobtaining shareholder approval, at the 2007uahiMeeting of
Shareholders in May 2007, to increase the shatbsidzed for grant under the 2003 Stock Incentiegdtrmance
Plan. As such, the Committee made the stock pednom awards at the beginning of the year, to comvjity the
requirement that the performance targets for su@rds be set within the first 90 days of the perfance period.
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Then, following the authorization of additional sbsat the 2007 Annual Meeting of ShareholdersCihrmmittee
made the option grants for fiscal 2007.

The Company has only infrequently used restrictedksand deferred restricted stock units as a réwad
retention mechanism. No executive officer of therpany received restricted stock or restricted stottks in fiscal
2007.

The Company has share ownership guidelines whiplyap all employees at or above the Senior Vice
President level. The share ownership guidelinezbéish target share ownership levels which exeestare
expected to achieve over a five-year period and thaintain, absent extenuating circumstances wdnielapproved
by the Company’s Human Resources Department, florasas they remain with the Company. The target
ownership levels are expressed as a percentape ekecutives’ base salary and range from 50% aryéase
salary for certain Senior Vice Presidents to 500%ase salary for the Company’s Chief Executiveigeft

In making the yearly equity grants the Committeecsfically approves the grants for every membethef
Company’s senior management team, which includesyeaxecutive officer. The Committee also apprabestotal
equity grant pool for all other eligible employadshe Company, with the individual grants fromttpaol being
made from a list prepared by the Company’s senamagement which is available for the Committeevéens.
Other than the annual equity grants, off-cycle gogiants are made during the year generally anthé case of
new hires or in connection with significant pronoois. All of these off-cycle grants are also revidwed approved
by the Committee.

Executive Benefits

In addition to receipt of salary, management ineerawards and equity compensation, the Company’s
U.S. based officers also participate in certain leyge benefit programs provided by the Company chtree
officers participate in the Company’s Pension Rtae “Pension Plan”), which is described startingpage 33 of
this proxy statement, and can participate in then@any’s 401(k) Retirement Savings Plan (the “40Rlan”) and
the Supplemental Benefit Retirement Plan (the “S&amppntal Plan”). The Supplemental Plan providesioen
benefits determined under the same formula as¢hsi®n Plan to the extent individuals are impabted
compensation and benefits limits determined undeiCode. To the extent that the Company’s matching
contribution exceeds certain limits applicablette 401(k) Plan, which are also determined purstaatiie Code, th
excess is allocated to the executive officer’s antander the Supplemental Plan. The Supplemefaali®
intended to provide a competitive benefit for exauofficers whose employer-provided pension bisaind
retirement contributions would otherwise be limitetbwever, the Supplemental Plan is designed anfyraovide thi
benefit which the executive would have accrued utitkee Company’s Pension Plan and 401(k) Plan iCbde
limits had not applied. It does not further enhatimese benefits.

The amount of the Comparsyinatching contribution to the named executivecef under both the 401(k) P
and the Supplemental Plan (401(k)), is includethé&“All Other Compensation” column of the Summary
Compensation Table that follows this report.

Mr. Verrecchia is party to a Post-Employment Agreetwith the Company which provides certain enhdnce
retirement benefits. The Post-Employment Agreernsedéscribed starting on page 34 of this proxyestaint.

The executive officers of the Company are eligiblelife insurance benefits on the terms applicabléhe
Company’s other employees. In addition, Mr. Vertgads provided with executive life insurance. Tdust of the
Company’s premiums for executive life insurancegpams for Mr. Verrecchia is included in the “All &
Compensation” column of the Summary Compensatidiela

The Companys executive officers participate in the same medind dental benefit plans as are provided t
Company’s other employees.

Executive officers are also eligible to participatehe Company’s Nonqualified Deferred CompensaBtan,
which is available to all of the Company’s emplay&éio are in band 40 (director level) or above vehos
compensation is equal to or greater than $100,602G07 ($105,000 for 2008). The Nonqualified Deddr
Compensation Plan allows participants to defer aamsption into various hypothetical investment viglsicthe
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performance of which determines the return on caregtion deferred under the plan. Potential investrokoices
include the Company’s Common Stock, as well asratgaity indices. Earnings on compensation defesethe
executive officers do not exceed the market retomthe relevant investments and are the sameeastilrns
earned by other non-executive officer employeesrdi@ly compensation into the applicable investnvehicles.

The Company reimburses designated executive officerthe cost of certain tax, legal and finanpiahning
services they obtain from third parties provideat tuch costs are within the limits establishedhgyCompany. Th
cost to the Company for this reimbursement to tmed executive officers is included in the “All ®th
Compensation” column of the Summary Compensatidiiela

The Company conducted a comprehensive review pesion programs in fiscal 2007. As a result of th
review, the existing defined benefit programs @easion Plan, the Supplemental Plan (Pension)remBxpatriate
Plan) were frozen effective December 31, 2007 dfedttive January 1, 2008 the Company amended it¢kd®lan
to include an additional annual company contributgual to 3% of a person’s aggregate salary andsbdn
addition, for eligible employees meeting certaie agd service requirements, there will be a furdmeual
transition contribution ranging from 1% to 9% ofbkasalary and bonus during the years 2008 throQ@jB. ZAnnual
contributions in excess of the IRS limits are pdad on a nonqualified plan basis in the Supplenh@&iéen (401(k))
There were no changes made to the pre-existingk#0agtributions. Mr. Verrecchia has elected notdeeive any
benefits under the new 401(k) Plan features.

Change of Control and Employment Agreements

Certain of the Company’s executive officers, indghgdall five of the Company’s named executive dficfor
fiscal 2007, are party to Change in Control Agreetsnevith the Company. In addition, Mr. Verrecchiala
Mr. Goldner are party to additional agreements withCompany governing their employment and progjdiertair
post-termination benefits and payments. All of thagreements, and the payments which the exea#iveeceive
in certain situations, are described in detail uride caption “Agreements and Arrangements Progiéiost-
Employment and Change in Control Benefits” thalofek this report. The Committee authorizes the Camypto
enter into Change of Control or other employmelztteel agreements with executives only in thoseains where
the Committee feels doing so is necessary to reandi/orretain the most talented executives and to proojftanmal
incentive to the executive in question to work taximize the performance of the Company and thetioreaf long-
term value for the Company’s shareholders. The gaam control provisions in these agreements anergdy
double-trigger provisions in that the executivaadf receives benefits under the agreements onfiglibwing a
change in control, the individual executive officeeither terminated by the Company without caoségaves on
account of events which qualify under the defimitaf good reason in the agreement. The Companguvedithat
double-trigger change in control agreements arergdly most appropriate in that an executive waity be
compensated in the event that the executive wasnmyer employed with the Company following the afpaim
control.

However, the Company’s equity compensation plameggly provide that equity awards (including
performance share awards) for all participantdunling the Company’s named executive officers yfultst in the
event of a change in control of the Company. Théigigant is entitled to receive the value of saetards either in
cash or shares of the Company’s stock, determiméutei Committee’s discretion, following such changeontrol.
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EXECUTIVE COMPENSATION

The following table summarizes compensation paitheyCompany for services rendered during fisc@l720
and fiscal 2006 by the Company’s Chief Executiveidef, Chief Financial Officer and the three othesst highly
compensated executive officers of the Companysicefi2007.

Summary Compensation Table
Change in

Non-Equity Pension
Incentive Plan  Value and All Other

Stock Option ~ Compensatior NQDC  Compensatior
Name and Principal Positior Year Salary(a) Bonus Awards(b) Awards(b) (a)(c) Earnings(d) (e) Total
Alfred J. Verrecchia(f 2007 $1,200,000 $ 0O $1,750,60! $4,376,86. $ 3,600,000 $5,305,011 $ 264,53t $16,497,02
President and Chi¢ 200€ 1,000,001 0 366,69: 2,492,15! 3,000,000 1,385,401 $ 162,03t $ 8,406,28:
Executive Officel
Brian Goldner(f) 2007 800,00t 0 790,60t  862,01: 2,400,00! 272,51( 173,910 5,299,044
Chief Operating Office 200¢ 794,61t 0 280,83: 962,28 2,000,00t 134,67 101,59( 4,273,991
David D.R. Hargreaves(( 2007 600,00( 0 352,25¢ 516,46t 1,500,001 196,10« 83,00C  3,247,82!
Executive Vice Presider 200¢ 494,23: 0 68,75¢  662,51: 700,00( 228,83¢ 55,65«  2,209,98
Finance and Glob:
Operations and Chi¢
Financial Officer
Barry Nagler 2007 475,00( 0 288,99t 465,34t 570,00( 144,13( 63,50C 2,006,97:
Senior Vice Presiden 200¢ 475,00( 0 65,31¢  652,55¢ 500,00t 94,71( 46,50  1,834,08:
General Counsel ar
Secretary
Frank Bifulco(h) 2007 475,00( 0 288,99t 429,46 399,57( 120,22¢ 56,70C  1,769,96.
President, Nortl 200¢ 475,00( 0 89,621  544,85! 470,00( 69,30¢ 38,10C 1,686,88!

American Sale

(@ Includes amounts deferred pursuant to the Cagripd01(k) Plan and Non-qualified Deferred Comaius
Plan (the*Deferred Compensation P").

(b) Reflects the net accounting expense recogrigetie Company for stock and option awards to treed
executive officers. Please see note 10 to the diahstatements included in the Company’s Annugldrieon
Form 10-K, for the year ended December 30, 2007a fitetailed discussion of assumptions used innglu
options and stock awards generally, and see fom{{adtto the following Grants of Plan-Based Awatalsle
for a discussion of certain assumptions used ininglequity awards made to the named executiveerHi
For Mr. Verrecchia and the other named executifiear, stock and option award expense in fisc@620
which was the first year in which the Company exggehoption awards, represented a portion of ongsyea
equity grant. In fiscal 2007, this expense represpartions of two yea’ worth of equity grants

In 2006 and 2007 all five of these executives vggemted non-qualified stock options and continggatk
performance awards. The grant date values of teseds in 2007 are reflected in the Grants of Based
Awards Table which follows this tabl

(¢) For Mr. Verrecchia and Mr. Goldner these amswuinsist entirely of the management incentive dwar
earned by such executives under the Company’s 3@8ibr Management Annual Performance Plan for their
performances during fiscal 2007 and fiscal 2006.Mo Hargreaves these amounts consist of the neanag
incentive award earned by Mr. Hargreaves unde2@@d Senior Management Annual Performance Plan for
fiscal 2007, and under the 2006 Management Incelan for fiscal 2006. For Mr. Nagler and Mr. Bifo,
these amounts consist entirely of the managemeantive awards earned by such executives undgre(i)
Company’s 2007 Management Incentive Plan for theiformance during fiscal 2007 and (ii) the Compsny
2006 Management Incentive Plan for their perforneasharing fiscal 200¢

(d) The amounts reflected in this table consisirelytof the change in pension value during fis2@07 and fiscal
2006 for each executive. The significant increaskli. Verrecchia’s Change in Pension Value in fi07,
as compared to fiscal 2006, results largely frgnth@ fact that the pension benefit is computed fasction o
a rolling five-year compensation average and Mrr¥echia’s eligible compensation has increaseedemt
years due to higher incentive compensation earniegdting from the record performances of the Canyp
as well as the fact that Mr. Verrecchia was promatePresident and Chief Executive Officer of ttm@any
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(e

~

five years ago, and (ii) a change in pension vaksumptions used in 2007, whereby the Companyaised
lump sum value for Mr. Verrecchia in fiscal 200hsistent with an election made by Mr. Verrecchia
following fiscal 2006, as opposed to using an atynalue assumption in fiscal 20C

Does not include the following aggregate amountsisical 2007 and fiscal 2006 respectively, whickrev
earned by the executives on the balance of (i) emsgtion previously deferred by them under the Dede
Compensation Plan and (ii) amounts previously douated by the Company to the executive’s accoudeun
the Supplemental Plan (401(k

2007 2006
Alfred J. Verrecchi: $313,36: $281,30:
Brian Goldnel $ 22,38. $ 74,68(
David D.R. Hargreave $170,19. $325,66t
Barry Nagler $ 10,69¢ $ 8,56¢
Frank Bifulco $ 6,23 $ 7,84C

Earnings on compensation previously deferred byeiteeutive officers and on the Company’s prior
contributions to the Supplemental Plan do not esk¢be market returns on the relevant investmenistwdire
earned by other participants selecting the samesinvent options

Includes the following amounts, for fiscal 2007 disdal 2006 respectively, paid by the Companydach
named executive officer in connection with a prograhereby certain financial planning, legal and tax
preparation services provided to the individuala& for by the Compan

2007 2006
Alfred J. Verrecchi: $10,00(C $9,50(
Brian Goldnel $ 0 $ O
David D.R. Hargreave $ 5,000 $5,00(
Barry Nagler $5000 $ O
Frank Bifulco $ 0 $ o0

Includes the Company’s matching contribution togheings account of each individual under the 40R{&n
and the Supplemental Plan, such amounts as fol

2007 2006
Alfred J. Verrecchia $252,000 $150,00(
Brian Goldnel $173,91:  $101,59(
David D.R. Hargreave $ 78,00 $ 50,65
Barry Nagler $ 58,50C $ 46,50(
Frank Bifulco $ 56,70C $ 38,10(

These amounts are in part contributed to the iddai's account in the 401(k) Plan and, to the ebiteaxcess
of certain Code maximums, deemed allocated torttiwidua’s account in the Supplemental Plan (401

Also includes $2,536 in premiums paid in fiscal 2@hd in fiscal 2006 by the Company for an indiadiife
insurance policy for Mr. Verrecchi

(H Effective May 22, 2008, Mr. Verrecchia will retifimm his position as President and Chief Executiiécer

of the Company and Mr. Goldner will succeed hinthiose positions

(g) Mr. Hargreaves, formerly Senior Vice President &hief Financial Officer, was appointed Executived/i

President, Finance and Global Operations and Cirgincial Officer effective in January 20(

(h) Effective December 31, 2007, Mr. Biful's employment with the Company terminat

*kk
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The following table sets forth certain informatiggarding grants of plan-based awards for fiscalr2o the

named executive officers.

Grants of Plan-Based Awards

All All Other
Other Option Closing Grant
Stock  Awards: Market  Date Fair
Estimated Future Payouts Estimated Future Payouts ~ Awards: Number of Exercise Price Value of
Under Non-Equity Under Equity Number  Shares Price of onthe Stock and
Incentive Plan Awards Incentive Plan Awards of Underlying Option  Date of Option
m Grant Date Threshold Target Maximum Threshold Target Maximum Shares Options Awards Grant Awards(d)
Alfred J. Verrecchi: 2/7/07(a) $3,600,00!
2/13/07(b) 44,037 88,07 110,09: $2,507,43!
5/24/07(c) 368,66« $32.42F $ 32.1¢ 2,857,141
Brian Goldnel 2/7107%(a) 2,400,001
2/13/07(b) 14,67¢ 29,35¢ 36,69¢ 835,82!
5/24/07(c) 122,88¢ 32.42F 32.1¢ 952,38:
David D.R. Hargreave 2/7/07(a) 1,800,001
2/13/07(b) 9,63% 19,26¢ 24,08 548,50:
5/24/07(c) 80,64 3242 32.1¢ 624,99¢
Barry Nagler 2/7/0%(a) $171,00( $285,00( 855,00(
2/13/07(b) 6,537 13,07: 16,34: 372,18t
5/24/07(c) 54,72¢ 32.42% 32.1¢ 424,11:
Frank Bifulco 2/7/0%(a) 171,00( 285,00( 855,00(
2/13/07(b) 6,537 13,07¢ 16,34: 372,18t
5/24/07(c) 54,72¢ 32.42% 32.1¢ 424,11
(@ For Mr. Verrecchia, Mr. Goldner and Mr. Hargres these management incentive awards were maseguir

(b)

(©

to the Company’s 2004 Senior Management AnnualbPadnce Plan. For Mr. Nagler and Mr. Bifulco these
management incentive plan awards were made pursugm Compar’s 2007 Management Incentive Pl

All of these contingent stock performance awaxgre granted pursuant to the Company’s 2003 Stock
Incentive Performance Plan (the “2003 Plan”). Thesards provide the recipients with the abilityern
shares of the Company’s Common Stock based ondhg&ny’s achievement of stated cumulative diluted
earnings per share (“EPS”) and cumulative net regglRevenues”) targets over a three-year period
beginning January 1, 2007 and ending December ghe9Performance Period”). Each Stock Performance
Award has a target number of shares of Common Stes@ciated with such award which may be earned by
the recipient if the Company achieves the statedl &Rl Revenues targets set for the PerformancedPeri
Upon a Change of Control, as defined in the 20@8 Rill stock performance awards will be canceted i
exchange for payment in the amount of the prodfittiehighest price paid for a share of Common IStoc
the transaction or series of transactions pursteawhich the Change of Control shall have occumedf
higher, the highest reported sales price of a shia@mmon Stock during the sixty-day period imnageliy
preceding the date of the Change of Control, aadalget number of shares applicable to the awdrd.
payment will be made in cash or shares of Commonk$Sbr a combination thereof, in the discretiorhe
Compensation Committe

All of these options were granted pursuanh®2003 Plan. These options are mpdified, were granted wi
an exercise price equal to the average of the &ighlow sales prices of the Company’s common stocthe
date of grant, and vest in equal annual installserer the first three anniversaries of the datgraft. All
options become fully vested in the event of dediability or retirement at the optionee’s normetirement
date and are exercisable for a period of one year the date of such disability or retirement,rottie case of
death, from the appointment and qualification & #xecutor, administrator or trustee for the o&s estate.
An optionee taking early retirement may, underaiartircumstances, exercise all or a portion ofap#gons
unvested at his or her early retirement date andararcise such options for three months or suchdo
period as the Compensation Committee may appronkest otherwise approved by the Compensation
Committee in its discretion, upon termination ofgoyment for any other reason, only options vestetthe
date of the termination may be exercised, and>xgecisable for a period of three months following
termination.

Upon a Change of Control, as defined in the 20@3 Rill options become immediately exercisablewitidbe
canceled in exchange for payment in the amourtiefiifference between the highest price paid fehaxe of
Common Stock in the transaction or series of tretim@s pursuant to which the Change of Controlldieale

occurred or, if higher, the highest reported splese of a share of Common Stock during the sixdy-geriod
immediately preceding the date of the Change oftt©@brand the exercise price of such options. Jaigment
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(d)

will be made in cash or shares of Common Stocle, @mbination thereof, in the discretion of the
Compensation Committee. Participants may exerg$ierss and satisfy tax withholding liabilities by
payments in cash or by delivery of Common Stockaétputhe exercise price and the tax withholdiwadpility.
In addition, participants may instruct the Comp#mwithhold shares issuable upon exercise in satiigin of
tax withholding liability.

The Grant Date Present Values for options wletermined using the standard application of ttaiBl
Scholes option pricing methodology using the follogweighted average assumptions: volatility 21.8%,
dividend yield 1.97% and a risk free interest Gftd.79% based on the options being outstanding for
approximately five and a half years. The Grant Daesent Values do not take into account risk factach
as non-transferability and limits on exercisability assessing the Grant Date Present Values tedida the
above table, it should be kept in mind that no eratthat theoretical value is placed on an optiothendate c
grant, the ultimate value of the option is dependernthe market value of the Common Stock at aréutlate,
and the extent if any, by which such market vakeeeds the exercise price on the date of exerEisegrant
date fair values for the contingent stock perforogaawards were based on the average of the higloand
trading prices on the date of grant of these awavtiich was $28.47 per sha

Please see note 10 to the financial statementsdedlin the Company’s Annual Report on Form 10eK the
year ended December 30, 2007, for a detailed difmusf the assumptions used in valuing these ogptimc
stock awards

* k *
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The following table sets forth information for etyuawards held by the named individuals as of tiee @& the
Company'’s 2007 fiscal year.

Name

Alfred J. Verrecchie

Brian Goldnel

David D.R. Hargreave

Option Awards

Outstanding Equity Awards at Fiscal Year-End

Stock Awards

Equity Incentive

Equity Plan Awards:
Incentive Equity Incentive Market or
Plan Awards: Number Market Plan Awards: Payout Value
Number of ~ Number of Number of of Shares Value of Number of of Unearned
Securities Securities Securities or Units Shares or Unearned Shares, Units
Underlying  Underlying Underlying of Stock Units of ~ Shares, Units ol or Other
Unexercisec  Unexercised Unexercised  Option That Stock That  Other Rights Rights That
Options Options Unearned Exercise Option Have Not Have Not  That Have Not Have Not
#) #) Options Price Expiration Vested Vested Vested Vested
Exercisable Unexercisable (#) 3) Date (#) $) #) ($)(c)
0 $ 0 110,43(a) $ 2,861,39
88,074b) 2,281,97.
42,00( — — $24.875( 4/22/200¢
142,50( — — $35.406: 5/10/200¢
75,00( — — $32.187' 5/10/200¢
60,00( — — $15.218¢  2/9/201(
100,00( — — $11.590( 4/24/201:
75,00( — — $13.910( 4/24/201:
175,00( — — $16.335( 4/24/201:
200,00( — — $17.968¢ 4/24/201:
175,00( — — $11.160( 12/29/201:
250,00( — — $15.875( 5/13/201:
200,00( — — $18.575( 5/19/201:
250,00( — — $20.432! 5/19/201:
186,66° 93,33%(d) — $20.570( 5/18/201:
151,17: 302,34:(e) — $18.815( 7/26/201:
—  368,66(f) — $32.425( 5/23/201:
20,00((g) $518,20( 4417a)$ 1,144,57.
29,35¢(b) 760,66t
100,00( — — $17.5310 3/19/201(
150,00( — — $17.968! 4/24/201.
75,00( — — $18.575( 5/19/201:
150,00( — — $20.432! 5/19/201:
60,00( 30,00((d) — $20.570( 5/18/201:
60,46¢ 120,93(e) — $18.815( 7/26/201:
— 122,88(f) — $32.425( 5/23/201-
0 $ 0 20,70i@)$ 536,51t
19,266(b)$  499,18:
10,50( — — $24.875( 4/22/200¢
35,00( — — $32.187! 5/10/200¢
50,00( — — $16.335( 4/24/201:
125,00( — — $17.968¢ 4/24/201:
40,00( — — $18.575( 5/19/201:«
125,00( — — $20.432% 5/19/201:
30,00(¢ 15,00((d) — $20.570( 5/18/201:
28,34t 56,68¢e) — $18.815( 7/26/201:
— 80,64 — $32.425( 5/23/201:
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Name

Barry Nagler

Frank Bifulco

(@)

(b)

(©
(d)
(e)
(f)
@)
(h)

Stock Awards
Option Awards Equity Incentive
Equity Plan Awards:
Incentive Equity Incentive Market or
Plan Awards: Number  Market Plan Awards: Payout Value
Number of ~ Number of Number of of Shares  Value of Number of of Unearned
Securities Securities Securities or Units  Shares or Unearned Shares, Units
Underlying  Underlying Underlying of Stock  Units of ~ Shares, Units ol or Other
Unexercisec  Unexercised Unexercised  Option That  Stock That Other Rights Rights That
Options Options Unearned Exercise Option Have Not Have Not That Have Not Have Not
#) #) Options Price Expiration Vested Vested Vested Vested
Exercisable Unexercisable (#) ($) Date (#) ($) (#) ($)(c)
0% 0 19,674(a)$ 509,67
13,074b)$ 338,72
40,00( — — $18.575( 5/19/201-
125,00( — — $20.432! 5/19/201:
28,33: 14,16°(d) — $20.570( 5/18/201:
26,92¢ 53,854e) — $18.815( 7/26/201:
—  54,724f) — $32.425( 5/23/201
0% 0 19,67(h)$ 509,67t
13,074h)$  338,72:
0 20,00((h) — $20.570( 5/18/201:
0 53,854h) — $18.815( 7/26/201:
0 54,724h) — $32.425( 5/23/201-

These contingent stock performance awardsteptan fiscal 2006, are reflected at the target peinof shares
for such awards, even though the performance peribdot end until December 2008 and there is no
assurance that the target amounts, or even thehtiiceamounts, will be earned under these aw

These contingent stock performance awards gdantfiscal 2007, are reflected at the target nema shares
for such awards, even though the performance peribdiot end until December 2009 and there is no
assurance that the target amounts, or even thehtiiceamounts, will be earned under these aw

These amounts were computed by multiplyingtéinget number of shares by the closing share pfi§25.91
on December 28, 2007, the last trading day of thiaganys 2007 fiscal yeal

The remaining unexercisable options will vest\vay 19, 2008, subject to the optionee remainimgleyed
with the Company through those dal

One half of these unexercisable options widit\van each of July 27, 2008 and July 27, 2009 estittp the
optionee remaining employed with the Company thhothgse date:

One third of these unexercisable options wastvon each of May 24, 2008, May 24, 2009 and Mgy2210,
subject to the optionee remaining employed withGbenpany through those dat

All of these restricted shares will vest onulaty 20, 2009, subject to Mr. Goldner remaining Eygd with
the Company through that da

Mr. Bifulco’'s employment with the Company termated effective December 31, 2007. In connectidh thiat
termination all of Mr. Bifulcos outstanding contingent stock performance awansinated. In addition, all
Mr. Bifulco’s outstanding stock options, to the et not exercised prior to that date, will expireMarch 31,
2008. In connection with the termination of his éoyment, two tranches of Mr. Bifulco’s outstandisigpck
options were forward vested by the Compensationi@itiee. Please see page 45 of this proxy statefoent
details of this forward vestini

* k *
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The following table sets forth information concewpiaggregate option exercises and vesting of céstiistock
during the 2007 fiscal year for the named executiieers.

Option Exercises and Stock Vested

Option Awards

Number of Stock Awards
Shares Shares
Acquired on  Value Realizec Acquired Value Realizec
Exercise on Exercise on Vesting on Vesting
Name @) (9) (#) ()
Alfred J. Verrecchii 213,75( $ 1,900,48! — % —
Brian Goldnel 304,000 $ 4,540,20 — % —
David D.R. Hargreave — 3 — — 3 —
Barry Naglet 464,000 $ 6,490,38! — 3 —
Frank Bifulco 236,92¢ $ 2,406,29! — % —
* * %

The following table sets forth information regamglisach of the named executive officers’ years edlited
service and accrued pension benefits with the Cosnpader plans providing specified retirement payts@and
benefits, including tax-qualified defined benefiups and supplemental executive retirement plamsexcluding
tax-qualified defined contribution plans and noraified defined contribution plans. Informationpsovided as of
the plans’ measurement dates used for financialrtieyy purposes for the Company’s 2007 fiscal year.

Pension Benefits

Present Value of

Number of Accrued Benefit
Years of Payable at Norma Payments Durinc
Credited Retirement the Last Fiscal
Name Plan Name Service %)@ Year($)
Alfred J. Verrecchi: Pension Plal 420 % 823,30¢ $ 0
Supplemental Pla 42C $ 11,039.31 % 0
Pos-Employment Agreemet 420 % 5727,34 % 0
Brian Goldnel Pension Plal 8C % 84,83 % 0
Supplemental Pla 8C % 651,60( $ 0
David D.R. Hargreave Pension Plal 15.C $ 256,75¢ 3 0
Supplemental Pla 15.C $ 865,62! $ 0
Expatriate Plai 25 3% 549,93t $ 0
Barry Nagler Pension Plal 8C % 124,000 $ 0
Supplemental Pla 8C % 436,89: $ 0
Frank Bifulco Pension Plal 5C $ 98,20 $ 0
Supplemental Pla 5C $ 228,17: % 0

(@ The “Present Value of Accrued Benefit” is thenp-sum value as of December 30, 2007 of the arprradion
benefit earned as of December 30, 2007 payabler andian for the executive’s life beginning on thege in
which the named executive officer may commenceraaduced pension under the respective plan, raftect
current credited service, current fiyear average compensation, and current statutorgfiv@nd pay limits a
applicable. Certain assumptions were used to déterthe lump-sum values and are outlined belows&he
assumptions are consistent with those used fondiahstatement purposes under FAS 87, excepthbat
named executive officer is assumed to continuesterbployed until the assumed retirement age {ete
will be no assumed termination for any reasonudiclg death or disability). The assumptions artobews:
(i) the FAS 87 measurement date is December 3(,,Z0Dit is assumed that 65% of participants \eiict a
lump sum payment and 35% will elect an annuity urtide Pension Plan and the Supplemental Plan, that
Mr. Verrecchia will elect a lump sum and that Miargreaves will elect an annuity for any benefiwvited
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under the Post-Employment Agreement and Expatiikte, respectively, (i) the discount rate is ased to
be 6.35% for the Pension Plan, 6.24% for the Suppiegal Plan and 6.00% for the Post-Employment
Agreement and Expatriate Plan, (iv) for the Pen§itam and the Supplemental Plan, the lump sumesteate
is assumed to be 5.50%; for the Post-Employmenéément, lump sum payments are calculated using the
IRS interest assumption required of qualified phahgch includes an interest rate of 5.02% for fingt five
years, 5.18% for the next fifteen years and 5.2886cafter, (v) for mortality (pc-commencement) the RP-
2000 mortality tables are used with separate fatemales and females for benefits paid as anrsuitiel the
IRS table promulgated in Revenue Ruling 2007-6#mefits paid as lump sums, (vi) the earliest duced
retirement age is age 65 for the plans prior toJdreuary 1, 2000 amendment, and age 55 for the plan
following such amendment and (vii) all values asgreates only; actual benefits will be based oadady an
service at the time of retirement. Mr. Verrecclsi@urrently eligible for an unreduced retiremernidfd.

Description of Pension Plans

The Company sponsors the Hasbro, Inc. Pension(flariPension Plan”) and the Supplemental Benédih P
(the “Supplemental Plan”) for its U.S. employeese Pension Plan provides funded, tpalified benefits subject
the limits on compensation and benefits applicablger the Internal Revenue Code. All of the namestetive
officers participate in the Pension and Supplemdtitans. Mr. Verrecchia is also eligible for an didehal non-
qualified retirement benefit under his Post-EmpleptnAgreement (the “Post-Employment Agreement”)ichlis
described in detail in the Employment Agreementtige of this proxy statement. As a result of lésvice while in
the U.K., Mr. Hargreaves accrued a benefit undeiGbmpany’s former U.K. Employee Benefits Plan (1HeK.
Plan”) and the Hasbro International Expatriate RenBlan (the “Expatriate Plan”). The U.K. Plan vedssed in
1994 and the accrued benefits under the U.K. Pkre wansferred to Legal and General. The Comparignger
has any obligation to pay those benefits. Mr. Haages is, however, entitled to an annuity benedinfLegal and
General relating back to the closed U.K. Plan. Phaasion Plan, Supplemental Plan, Post-Employmerdekgent,
former U.K. Plan annuity benefit and ExpatriaterPdae described in more detail below.

The Company does not have a policy of grantingaadjtional years of benefit service beyond therdidin of
benefit service within the plans identified aboteyear of benefit service is earned for each yeavhich an
employee completes at least 1000 hours of sereicth& Company.

Benefits earned under the Pension Plan, the Suppl@inPlan (Pension) and the Expatriate Plan weeh
effective December 31, 2007. Effective January0D82 the Company amended its 401(k) Plan to incarde
additional annual Company contribution equal to@an employee’s base salary and bonus, whichasldition to
the pre-existing Company matching formula. In additfor eligible employees meeting certain age sendice
requirements, there will be an additional annuaigition contribution ranging from 1% to 9% of #raployees’
base salary and bonus during the years 2008 thrddgp. Annual contributions in excess of IRS lingte provided
on a nonqualified plan basis in the Supplementah P401(k)). Mr. Verrecchia waived his right to figpate in
either of these new 401(k) Plan features.

Pension Plan

Effective January 1, 2000, the Company amende@#msion Plan as part of an overall redesign of its
retirement programs. The January 1, 2000 amendrtetiie Pension Plan implemented a number of clsange
Among the significant changes, the amendmentsa@#nsion Plan provided for a lump sum benefincaranual
benefit, both determined primarily on the basiswérage compensation and actual years of serviegipisly year
of service in excess of 30 years were excludedptiher aspect of the amendments made the benefles time
Pension Plan portable after five years of serviith the Company.

Until January 1, 2007, employees working for therpany at the time of the January 1, 2000 amendments
received the greater of the benefit provided byuh@mended plan and the benefit provided by thendetkplan.
For such employees retiring on or after Janua®00y, to compute their benefits the Company detemivhat the
employee’s benefits would have been under the Berdan, prior to the amendment, as of Decembe2@16. If
the benefits under the Pension Plan, prior to theraiment, are higher than the benefits provideddoh employee
under the Pension Plan following the amendmentethployee’s pension benefits are computed by adtieag
benefits accrued under the unamended plan, asadrbieer 31, 2006, to the benefits accrued undepltre as
amended, for periods of service after January Q7 2Bor employees joining the Company after Jantiary
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2000, benefits will only be computed with respectite Pension Plan as amended. Mr. Goldner andNkfyler were
hired after January 1, 2000 and, therefore, arerealonly by the amended Pension Plan.

Prior to the January 1, 2000 amendment the anmmaiity under the Pension Plan was computed asAfsii@)
(A) 50% of the person’s five-year average compeosatas reduced by (B) X% of the lesser of (i) peeson’s
three-year average compensation and (ii) the persowial security covered compensation, and i) resulting
amount was then multiplied by the ratio of yearbefefit service (not to exceed 30) over 30. Foppses of
computing benefits in this formula X equals: (i)2# the social security retirement age is 65,41.0 if the social
security retirement age is 66 and (iii) 19.5 if #oeial security retirement age is 67.

If benefits commenced prior to age 65, (A) andgBdve were adjusted separately for early commentease
follows: (A) is reduced by 4% per year until ageas@ on an actuarially equivalent basis thereattelr (B) is
reduced 5/9th of 1% for the first 60 months comneement precedes social security retirement age dr@athbof 1%
for the next 60 months. Thereafter, (B) is redugse actuarially equivalent basis. In all caseapXve equals
22.5% for early commencement of benefits.

Following the January 1, 2000 amendment annualignbenefits under the Pension Plan are computed as
follows: (1) (A) 2/3 of 1% of the person'’s five-yeaverage compensation is added to (B) 1/3 of 1%eperson’s
five-year average compensation in excess of thialseecurity taxable wage base and the resultinguertnis
multiplied by (Il) the persors years of benefit service. Under the amended plamefits commencing prior to age
are reduced 1/% of 1% for each month commencement precedes aggitiba maximum reduction of 75%.

For purposes of the computations set forth abodewuthe Pension Plan, “five-year average compenmsati
equals the highest consecutive five years of cosgt@n during the last ten years, while “three-y@asrage
compensation” equals the three most recent yeaisgiihe same five-year period. Compensation iretushlary,
non-equity incentive plan payments and any addificash bonus (in the year paid) as well as tatifipcaelective
deferrals and excludes equity based compensatgmos or retention bonuses and other forms of cest
compensation that may be taxable to the execufiseipensation is subject to the maximum limits ingzbsnder
the Code (which is $225,000 for 2007).

Participants may elect to receive benefits as glsam payment or one of the annuity forms of paytmen
available under the Pension Plan. Because thepptauides for a lump sum payment, benefits may commaat an'
age after termination, once vested (generally #ifteryears of benefit service). For early commenest, the
comparison of benefits under the amended and urdedeiormulae is determined based on the reducegfiben
under each formula at the commencement age.

As is noted in the description of Pension Planswét above, the benefits under this plan weredroeffective
December 31, 2007.

Supplemental Plan(Pension)

The Supplemental Plan provides benefits determimei@r the same benefit formula as the Pension Bidn,
without regard to the compensation and benefittéinmposed by the Code. For determination of Suppteal Plan
benefits, compensation deferred into the Non-gealiDeferred Compensation Plan is included in e pf
deferral. Benefits under the Supplemental Planedaced by benefits payable under the Pension Plamn.
Supplemental Plan benefits are not tax-qualifiedi @@ unfunded.

As is noted in the description of Pension Plans@ét above, the benefits under this plan weredroeffective
December 31, 2007.

Post-Employment Agreement With Mr. Verrecchia

Unless Mr. Verrecchia’s employment is terminatedhsy Company for Cause (as defined in the Post-
Employment Agreement), Mr. Verrecchia shall receimeannuity benefit (calculated based on monttgyaliments
following the termination of his employment for tremainder of his life in an annual amount equdl.&% of his
five-year average compensation multiplied by Mrriéechias years of service with the Company, but not teeex
60% of his five-year average compensation. Thisaaoed retirement benefit is reduced by the pertséoefits
provided to Mr. Verrecchia by the Pension Plan Sodplemental Plan. If Mr. Verrecchia’s employmeantitinates
due to his death, his spouse is entitled to theaaieti equivalent of the enhanced retirement b&nefi
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described above. Mr. Verrecchia’'s enhanced retiréienefit under this agreement will be paid asnag sum.
Mr. Verrecchia is currently eligible for an unre@dcretirement benefit under his Post-Employmenteagrent.

U.K. Employee Benefits Plan

As a result of his service while in the U.K., Mratdreaves accrued a benefit under the Companytsesiod.K.
Employee Benefits Plan (the “U.K. Plan”) and thesbl@ International Expatriate Pension Plan (thepdEsate
Plan™). The U.K. Plan was closed in 1994 and arudapnvas purchased from Legal and General to pe e
accrued benefits under the U.K. Plan. The Companipmger has any obligation to pay those benefits.

Mr. Hargreaves is, however, entitled to the annbéwefit from Legal and General relating back ®¢losed U.K.
Plan. The annual single straight-life annuity béresfrned by Mr. Hargreaves under the U.K. Plaaofdke date his
participation in the U.K. Plan ceased was 9,61Tifripounds. This annuity amount is adjusted eaeln for
inflation.

Expatriate Plan

Mr. Hargreaves is entitled to a defined benefitfrihe Hasbro International Expatriate Plan (thepg&xiate
Plan™) which considers his services while in th&UFor benefit service prior to 2006, the singlaigthtife annuity
benefit under the Expatriate Plan was determinddlksvs: (1) (A) 2% of five-year average compensatminus
1.667% of the estimated social security benefittipliéd by (B) years of benefit service to a maximaof 30 years,
with such benefits then being reduced by (Il) teaddits payable from the (i) former U.K. Plan spamesl by Hasbr
(which benefits are now being provided by Legal @mheral as a result of the buyout of deferred ipaesss),

(if) Pension Plan, (iii) Supplemental Plan (pendiemefits), (iv) the annuity equivalent of benefitibutable to the
prior qualified and nonqualified plans, such asRhefit Sharing Plans and, for periods after 1499the 401(k)
Plan. For benefit service after 2006, benefit aglsrunder the Expatriate Plan are calculated basd¢ke amended
Pension Plan and Supplemental Plan provisions itbestcpreviously. As a minimum, the Expatriate Rfaovides a
benefit based on the amended Pension and Supplkenfdgut provisions counting all years of benefivem,
including employment in the UK, with such benefiting reduced by (i), (ii) and (iii) above. Commement of
benefits prior to normal retirement at age 65 athelopayment options will reduce benefits underikpatriate
Plan.

As is noted in the description of Pension Planswét above, the benefits under this plan weredroeffective
December 31, 2007.

*kk

The following table provides information with regpéo fiscal 2007 for each of the named executifiears
regarding defined contribution plans and other phlahich provide for the deferral of compensatioradrasis that i
not tax-qualified.

Non-Qualified Deferred Compensation

Executive
Contributions in Registrant Aggregate Aggregate
Last Fiscal Contributions in  Earnings in Last Withdrawals/ Aggregate Balance ¢
Year Last Fiscal Year Fiscal Year Distributions Last Fiscal Year Enc
Name ®@) ®@) ® (©)] ($)(b)
Alfred J. Verrecchic $ 23823($ 238500 $ 313,36 $ —  $ 3,824,51.
Brian Goldnel $ — $ 160,41: $ 22,38. $ 117,29%c) $ 843,78.
David D.R. Hargreave $ 207,14 % 64,50( $ 170,19. $ — 3 2,979,20.
Barry Nagler $ — $ 45,000 $ 10,66¢ $ — % 278,72:
Frank Bifulco $ — $ 43,20 $ 6,23¢ $ 17,67((d) $ 158,22

(&) Both the executive and registrant contributiabsve are also disclosed in the preceding Summary
Compensation Table as either salary, non-equitgnitice plan compensation or under all other comgisors,
as applicable. Registrant contributions earnechdu2007 but credited to the account during 2008velsas
executive contributions on amounts earned durir@y 2But paid in 2008, are included in the tablevab

(b) Includes registrant and executive contributionamounts earned during 2007 but credited d@d@g. In
addition to the amounts contributed for 2007, th@ants below were reported as compensation in
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Summary Compensation Tables (Mr. Verrecchia has beeamed executive officer since the Non-qualified
Deferred Compensation Plan has been in place, Bldr@&r and Mr. Hargreaves have had their compensati
for fiscal 2000 forward reported as named executifieers in the Company’s previous proxy staterseand
Mr. Nagler had his compensation for fiscal 2006orégd in last yei s proxy statement

Alfred J. Verrecchic $2,432,27.
Brian Goldnel $ 880,55t
David D.R. Hargreave $1,586,98!
Barry Nagler $ 33,30(

(c) Based on a one-time election, Mr. Goldner elétb receive distribution of the vested portiorhisf 2004
deferred bonus and related earnir

(d) On January 12, 2007, Mr. Bifulco was paid hmesvously elected in-service distribution of $1502lso
includes $5,645 withdrawn from the account in catio@ with the first annual installment of his ténation
distribution on January 4, 20C

Amounts included in the “Non-qualified Deferred Qmensation” table above consist of executive defeaad
registrant contributions under the Supplementah Rlad the Non-qualified Deferred Compensation Réach of
which are described below.

Supplemental Plan (401(k))

Each of the named executive officers participatethé Supplemental Plan. All registrant contribnsaeflecte
in the preceding table were allocated to the Supeigal Plan. Elective deferrals are not permittedien the
Supplemental Plan. Investment earnings are crethtéte individual account based on the returneorytear
treasury bills. Contributions are fully vested htianes, however remaining benefits are subjedotéeiture for
violations of non-competition or confidentiality ladations or for termination due to certain criminats involving
Company property. Benefits under the Supplemensad &e payable as a lump sum upon termination of
employment (including retirement and death), sulfjea six-month waiting period under Code SectiofA, as
applicable.

As is noted in the description of Pension Plangas#t in the preceding pages, effective JanuaB008, this
plan was expanded to include new program employetributions in excess of IRS limits.

Non-qualified Deferred Compensation Plan

The Company’s Non-qualified Deferred Compensati@ypam is available to all of the Company’s empkg/e
who are in band 40 (director level) or above, idatig the named executive officers. Participants aefer up to
75% of their base salary and 85% of the awards éheyaid under the Company’s non-equity incentiaas.
Participant account balances are credited withiegsrbased on the participant’s selection fromligteof
hypothetical investments below. The allocation yhdthetical investments may be changed as oftelaias with
the exception of the Company Stock Fund. Seleadfdhe Company Stock Fund is made once per yeabaoome
effective the following January. Rates of returmeda by the named executive officers are the santleearates of
return earned by other participants selecting #mesinvestment choices and are set forth in tHe tadow for
fiscal 2007. As such, the Company does not conslishse rates of return to be “above-market” withie meaning
of the rules of the United States Securities anchBrge Commission.

Rate of Rate of
Return Return
Investment for 2007 Investment for 2007
Money Market 5.21% Growth | 26.96%
Income 4.77%  Growth Il 17.59%
Growth & Income 1.53% Internationa 2.35%
Index 500 5.44%  Hasbro Phantom Stock Approximates the
rate of return on tr
Company’s

common stocl
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Generally, account balances under the plan maylteas a lump sum or in installments over a fiea, dr
fifteen-year period following the termination of ployment, except amounts designated as gkant-payouts whic
are payable at a pre-selected date in the futureoént balances may be distributed prior to ret@enin the event
of a financial hardship, but not in excess of thrmant needed to meet the hardship.

Potential Payments Upon Termination or Change in Cotrol; Employment Agreements

The following tables provide information as to theue of incremental payments and other beneféswlould
have been received by four of the named execuffieeos upon a termination of their employment witle
Company due to various types of situations, or igpcohange in control of the Company, assuming gerchination
and/or change in control had taken place on Dece2®e2007 (the last business day of the Compa2@(¥ fiscal
year). The benefits reflect the closing price & @ompan’s Common Stock of $25.91 on December 28, 2007,
where appropriate, except that in the case of a@ha Control, the benefits reflect a price of #30per share
(which was the highest price during the sixty dasier to December 28, 2007, as computed in accaalaith the
Companys equity compensation plans). Following these talsi@ narrative description of the plans and ageses
pursuant to which these payments and benefitsayalpe. A table has not been included for Mr. Riubecause h
employment with the Company terminated effectived@maber 31, 2007. Included on page 45 of this pstatemer
is a description of the actual severance benefisived by Mr. Bifulco in connection with the termration of his
employment.

In addition to the benefits detailed in the follogitables, the named executive officers are ebdiblreceive
vested benefits under the Company’s pension pladsiaferred compensation plans, to the extent egdgk, which
are quantified in the preceding tables in this gretatement, as well as benefits under stock optiaid by such
executive officers which are vested and exercisablef the date of their termination. In addititre named
executive officers are eligible to participate lie tCompany’s pogetirement medical program, which is availabli
all salaried employees and provides pesirement life insurance and access to healthregesfunded by the retir
at the same rates as an active employee.

Alfred J. Verrecchia

Involuntary
Involuntary Without
w/out Cause or for
Cause / Good
Mutual Voluntary Reason(w/
Voluntary Involuntary  for Good Reasol Change in
Resignatior for Cause (a) Control)(b) Disability Death Retirement
Cash Severance
Base Salanr $1,800,001 $ 0 $ 2,100,00 $ 3,087,811 $ 1,800,000 $ 0 $ 0
Bonus $2,340,001 $ 0 $ 2,730,000 $ 4,749,70: $ 2,340,000 $ 0 $ 0
Target Bonus for 200 $ 0% 0 $ 0 $ 1,560,001 $ 0 $ 0 N/A
Total Cash Severance $4,140,001 $ 0 $ 4,830,000 $9,397,51: $ 4,140,000 $ 0 $ 0
Benefits & Perquisites
Pension(c $ 962,66¢ $ 0(d) $ 962,66¢ $ 3,686,06: $ 962,66¢ $ 0 $ 962,66¢
Health and Welfare Benefi $ 21,86 $ 0 $ 2551($ 43,731$ 2186t $ 0 $ 0
Outplacemen $ 0% 0 3 0$ 0% N/A $ N/A $ N/A
Total Benefits & Perquisites $ 984,530 $ 0o $ 988,17( $ 3,729,79: $ 984,53 $ 0 $ 962,66¢
280G Tax Gross-Up(b) N/A N/A N/A $ 9,831,29: N/A N/A N/A
Long-Term Incentives
Gain of Accelerated Stock Optio $ 0% 0o $ 0 $ 4,329,11: $ 2,643,52. $2,64352; $ 0
Value of Accelerated Performance
Shares $ 0% 0 $ 0 $ 5,989,01 $ 2,459,72(e) $2,459,72/(e) $2,459,72/(e)
Total Value of Accelerated Equity Grants  $ 0% 0 $ 0 $10,318,13 $ 5,103,24! $5,103,24i $2,459,72
Total Value: Incremental Benefits $5,124,53: $ 0 $ 5,818,17: $33,276,73 $10,227,78 $5,103,24: $3,422,39
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(@)
(b)
(©

(d)

(€)

As of December 28, 2007, Mr. Verrecchia wagilelé for 21 months of severance benefits undetdghas of
his pos-employment agreement in the event of a terminatiitimout cause or for good reast

In the event of a Change in Control and no beation of employment, only the long-term incentixaues
would be payable to the executive and would natltés excise tax under Section 4999 of the Cq

The incremental amounts shown are in additotn¢ amounts disclosed in the Pension Benefits i,
with the exception of the CIC enhancement, resud#lg from differences in timing and form of payntefihe
incremental values assume that all benefits aid g@ma one-time lump sum and reflect interest aodatity
assumptions under the Company’s Pension Plan, whé¢ne Pension Plan table reflects loagn assumptior
used for financial statement purpos

In the case of a termination for Cause, nonlifipe benefits under the Supplemental Plan and
Mr. Verrecchia’s post-employment agreement, inalgdioth pension and deferred compensation, arecubj
to forfeiture.

For purposes of these calculations the tangether of shares is pro-rated for the portion ofgfegormance
period completed as of December 28, 2(

Brian Goldner

Involuntary
Involuntary Without
w/out Cause or for
Cause / Good Reasol
Voluntary Involuntary Voluntary (w/ Change ir
Resignatior for Cause  for Good Reasol _Control)(a) Disability Death Retirement
Cash Severance
Base Salar $ 03 0 $ 1,600,000 $ 2,140,15! $ 0 s 0 N/A
Bonus $ 0% 0 $ 1,600,000 % 2571,75 $ 0 $ 0 N/A
Target Bonus for 200 $ 0% 0 $ 0 $ 800,000 % 0 s 0 N/A
Total Cash Severance $ 0% 0 $ 3,200,000 $ 5511,91 $ 0 $ 0 N/A
Benefits & Perquisites
Pension(b’ $ 155,07: $ 0(c)$ 155,07: $ 336,91: $ 155,07 $ 0 N/A
Health and Welfare Benefi $ 0% 0o $ 30,04« $ 45,06¢ $ 0 $ 0 N/A
Outplacemen $ 0% 0 $ 17,00( $ 17,000 $ NA $ N/A N/A
Total Benefits & Perquisites $ 155,07: $ 0 $ 202,11 $ 398,98( $ 155,07: $ 0 N/A
280G Tax Gross-Up N/A N/A N/A $ 4,145,05: N/A N/A N/A
Long-Term I ncentives
Gain of Accelerated Stock Optio $ 0% 0 $ 1,018,24i$ 1,661,25 $1,018,24; $1,018,24: N/A
Value of Accelerated Restricted Stc $ 0% 0o $ 518,20( $ 603,40( $ 518,20( $ 518,20( N/A
Value of Accelerated Performance She  $ 0% 0 3 0$ 2,218,49 $ 933,74(d)$ 933,74(d) N/A
Total Value of Accelerated Equity Grants $ 0% 0 $ 1536,44i$ 4,483,14; $2,470,191 $2,470,19 N/A
Total Value: Incremental Benefits $ 155,07: $ 0 $ 4,938,56:. $14,539,08 $2,625,26° $2,470,19! N/A

(@)
(b)

(©

In the event of a Change in Control and no ieation of employment, only the long-term incentixaues
would be payable to the executive and would natltés excise tax under Section 4999 of the Cq

The incremental amounts shown are in additiotihé amounts disclosed in the Pension Benefite i,
with the exception of the CIC enhancement, resuélg from differences in timing and form of payntefihe
incremental values assume that all benefits aid g@ma one-time lump sum and reflect interest aodatity
assumptions under the Company’s Pension Plan, afé¢he Pension Plan table reflects loagn assumptior
used for financial statement purpos

In the case of a termination for Cause, noniiee benefits under the Supplemental Plan and®rldner’s
employment agreement, including both pension aferael compensation, are subject to forfeit
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(d) For purposes of these calculations the targetlrer of shares is pro-rated for the portion ofgbgormance
period completed as of December 28, 2(

David D.R. Hargreaves

Involuntary
Without
Cause or for
Involuntary Good Reasor
Voluntary Involuntary Without  (w/ Change ir

Resignatior for Cause Cause Control)(a)  Disability Death Retirement
Cash Severance
Base Salar $ 0$%$ 0 $ 600,00($ 1,512,05 $ 0 $ 0 N/A
Bonus $ 0$%$ 0 $ 0 $ 1,280,10 $ 0 $ 0 N/A
Target Bonus for 200 $ 0$ 0 $ 0$ 420,000 % 0 3 0 N/A
Total Cash Severance $ 0% 0 $ 600,00($ 3,212,15 $ 0 $ 0 N/A
Benefits & Perquisites
Pension(b’ $ 513,50¢ $ 0(c)$ 513,50t $ 921,32¢ $ 513,50¢ $ 0 $ 513,50¢
Health and Welfare Benefi $ 0% 0 $ 1519 % 45,57 $ 0 $ 0 N/A
Outplacemen $ 0$ 0 $ 17,00 $ 17,00( N/A N/A N/A
Total Benefits & Perquisites $ 513,50¢ $ 0 $ 545700 $ 983,90: $ 513,50¢ $ 0 $ 513,50¢
280G Tax Gross-Up N/A N/A N/A $ 2,301,72. N/A N/A N/A
Long-Term I ncentives
Gain of Accelerated Stock
Options $ 0% 0 $ 0$ 787,71! $ 482,30¢ $482,30¢ N/A
Value of Accelerated
Performance Shar $ 0% 0 $ 0$ 1,205,98' $ 484,71(d)$484,71(d) $ 484,71 (d)
Total Value of Accelerated Equity
Grants $ 0$%$ 0 $ 0% 1,993,700 $ 967,02: $967,02: $ 484,71
Total Value: Incremental
Benefits $ 513,50¢ $ 0 $1,145,701 $ 8,491,47: $1,480,52! $967,02: $998,221

(@) Inthe event of a Change in Control and no iteation of employment, only the long-term incentixaues
would be payable to the executive and would natltés excise tax under Section 4999 of the Ci

(b) The incremental amounts shown are in additiothé amounts disclosed in the Pension Benefite &aid,
with the exception of the CIC enhancement, resuélg from differences in timing and form of payntefihe
incremental values assume that all benefits aid g@ma one-time lump sum and reflect interest aodatity
assumptions under the Company’s Pension Plan, whé¢ne Pension Plan table reflects loagn assumptior
used for financial statement purpos

(c) Inthe case of a termination for Cause, nonlifipd benefits under the Supplemental Plan andHérgreaves’
change in control agreement, including both penaimhdeferred compensation, are subject to fortei

(d) For purposes of these calculations the targether of shares is pro-rated for the portion ofgbgormance
period completed as of December 28, 2(
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Barry Nagler
Involuntary
Without
Cause or for
Involuntary Good Reasor
Voluntary Involuntary Without  (w/ Change ir
Resignatior for Cause Cause Control)(a) Disability Death Retirement
Cash Severance
Base Salar $ 0% 0 $ 475,000 $ 1,425,551 $ 0 $ 0 N/A
Bonus $ 0% 0 $ 0$ 1,092,000 $ 0 $ 0 N/A
Target Bonus for 200 $ 0$ 0o 3 0$ 285,00(% 0 s 0 N/A
Total Cash Severance $ 0$%$ 0 $ 475,000 $ 2,802,551 $ 0 $ 0 N/A
Benefits & Perquisites
Pension(b’ $ 32,00t $ 0(c)$ 32,00t $ 121,21 % 32,008 $ 0 N/A
Health and Welfare Benefi $ 0% 0 $ 1517t $ 45,52¢ $ 0 $ 0 N/A
Outplacemen $ 0$ 0 $ 17,000 $ 17,00( N/A N/A N/A
Total Benefits & Perquisites $ 32,00t $ 0 $ 64,18($ 183,73!$ 32,00t $ 0 N/A
280G Tax Gross-Up N/A N/A N/A $ 1,709,46. N/A N/A N/A
Long-Term Incentives
Gain of Accelerated Stock Optio $ 0$%$ 0 $ 0$ 747,51! $457,74¢ $457,74¢ N/A
Value of Accelerated Performance She $ 0$ 0 $ 0 $ 987,88t $415,79Yd) $415,79Y(d) N/A
Total Value of Accelerated Equity Grants $ 0% 0 3 0$ 1,735,40. $873,54. $873,54: N/A
Total Value: Incremental Benefits $ 32,00t $ 0 $ 539,18($ 6,431,111 $905,54¢ $873,54: N/A

(@ Inthe event of a Change in Control and no iteation of employment, only the long-term incentixaues
would be payable to the executive and would natltés excise tax under Section 4999 of the Ci

(b) The incremental amounts shown are in additiothé amounts disclosed in the Pension Benefite taid,
with the exception of the CIC enhancement, reslélg from differences in timing and form of payntefihe
incremental values assume that all benefits aid g@ma one-time lump sum and reflect interest aodatity
assumptions under the Company’s Pension Plan, ahé¢he Pension Plan table reflects loagn assumptior
used for financial statement purpos

(¢) Inthe case of a termination for Cause, nonifiga benefits under the Supplemental Plan andNégler’s
change in control agreement, including both penaimhdeferred compensation, are subject to fortei

(d) For purposes of these calculations the targetlrer of shares is pro-rated for the portion ofgagormance
period completed as of December 28, 2(
Agreements and Arrangements Providing Post-Employnmd and Change in Control Benefits

The Company provides post-employment benefits tiindaroad-based programs as well as individual
agreements for certain executives. Benefits pral/tieough each of the following programs are suniwedrbelow
and the value of these benefits in various sitmatie included in the preceding tables.

» Hasbro Equity Incentive Plai

» Hasbro Severance Benefit P

« Change of Control Agreemer

« Pos-Employment Agreement with Alfred Verrecct
« Employment Agreement with Brian Goldr

Benefits Under Hasbro Equity Incentive Plans

The executive officers of the Company and certéithe Company’s other employees have outstandingyeq
awards, in the form of stock options, restrictamtktgrants, deferred restricted stock units ancidatingent stock
performance awards, under a number of equity imeplans, including the Company’s 1995 Stock Irisen
Performance Plan, 1997 Employee Non-qualified Stlek and 2003 Stock Incentive Performance Plan.
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Unless modified by the individual equity grant agreents entered into between the Company and antiec
officer, all equity awards (including stock optiomsstricted stock grants, deferred restrictedkstmits and
contingent stock performance awards) under athef@ompany’s equity incentive plans are subjethégost-
termination provisions which are summarized belbased on the type of termination or the occurrefigechange
of control.

Effect of a Change of Control

Upon a change in control, whether or not an exeeufficer's employment is terminated, all of suifficer’s
options become immediately exercisable and wilkkdeceled in exchange for payment in the amourtteof t
difference between the highest price paid for aesb&the Company’s Common Stock in the transaatioseries of
transactions pursuant to which the Change of Cbshall have occurred or, if higher, the highegionted sales
price of a share of Common Stock during the sixy-gderiod immediately preceding the date of therfghaof
Control, and the exercise price of such optionss payment will be made in a lump sum in cash arah of
Common Stock, or a combination thereof, in therdison of the Compensation Committee.

Shares of restricted stock, deferred restricteckstimits and the target number of shares subjemritingent
stock performance awards will become immediatebtae upon a change in control and settled in daimianner
as stock options, described above, except that tkero exercise price for restricted stock, defiéstock units or
performance shares, so the value received wilhbgtoduct of the number of shares multiplied tgytiflghest price
paid for a share of the Company’s Common Stockénttansaction or series of transactions purswanhtch the
Change of Control shall have occurred or, if higliee highest reported sales price of a share ofr@on Stock
during the sixty-day period immediately preceding tlate of the Change of Control.

For purposes of the Company’s equity incentive @ld&hange of Control” bears the same definition as
described in the Change of Control Agreements, whre described below.

Disability Termination

If an executive officer's employment with the Compas terminated due to a permanent disabilityusths
officer, then for such officer’s outstanding equétyards: (i) all unvested stock option awards imiatety vest and
become exercisable for a period of one year folhgyihe date of such disability, (ii) all restrictedd deferred stock
awards immediately vest and (iii) outstanding aogéint stock performance awards remain outstandinthé
remainder of the performance period and at theoéite performance period the number of shareswhizuld
have been earned under the award is pro-rated basth@ portion of the performance period prioofiicer’s
termination due to disability and such pro-ratechber of shares is paid to the officer.

Termination due to Death of an Officer

If an executive officer's employment with the Comgderminates due to the officer’s death, thernstarh
officer’'s outstanding equity awards (i) all unvested stiation awards immediately vest and become exereidak
a period of one year following the date of deatktherappointment of the executor of such officestate, (ii) all
restricted stock and deferred stock unit awardsedtiately vest and (iii) outstanding contingent ktperformance
awards are paid out based on the pro-rated pasfitimee performance period completed prior to tHecef's death,
with such pro-rated period applied to the targetber of shares subject to such awards.

Retirement

Upon retirement of an executive officer, outstagdéguity awards are treated in the following man(gif the
retirement qualifies as normal retirement, wheeedfiicer is 65 or older and has five or more yexdrservice with
the Company, all stock option awards vest and becexercisable for a period of one year followintiyeenent,

(ii) if the retirement qualifies as early retiremi@mder the equity plans, the Compensation Comenfites discretion
whether or not to accelerate the vesting of undesteck options, restricted stock and deferredkstmits (the
preceding tables assume the Compensation Comrditeenot exercise its discretion to vest additishares) and
(iii) if it qualifies as normal retirement or eanlgtirement, unearned performance share awardsnmemgstanding
for the remainder of the performance period artti@end of the period the number of shares whietaatually
earned are pro-rated for the portion of the pertorae period during which the officer was employed such pro-
rated portion is paid to the retired executive.
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Other Voluntary or Involuntary Terminations

For all other terminations of employment by an exize officer, no additional vesting of equity awaroccurs
as a result of termination but (i) stock optionattivere currently exercisable prior to terminatiemain exercisable
for a period of from three (in the case of stockays granted with an exercise price equal torfearket value on
the date of grant) to six (in the case of stockamst granted with an exercise price in excess®fdir market value
on the date of grant) months following the datéeofination and (ii) all unvested restricted shamed stock units,
and unearned contingent stock performance awarel$odeited.

Hasbro Severance Benefit Plan

The Company’s Severance Benefits Plan providea fmasic level of severance benefits and a moreasitiz
level of benefits, subject to the individual sigmia severance agreement acceptable to the Conmpaese benefits
are provided if the executive is terminated by@wmnpany without cause. The benefits shown for Mudreaves
and Mr. Nagler in the preceding tables assumegett officer signs an acceptable severance agreameis
thereby eligible for the following benefits undaetCompany’s Severance Benefits Plan: (i) contionaif base
salary for a period equal to the greater of 2 wdeksach complete year of service with the Compamgne year,
(i) continuation of Health & Welfare benefits ftire same period including medical, dental, visind Efe
insurance, with the Company sharing the cost as#inee rate as a similarly situated active emplayek
(iii) participation in an outplacement program. Tdraount shown in the tables above assumes on®f/ear
participation for each of these two executives. ldegr, benefits under the Company’s Severance Beritlin
cease upon re-employment of an executive, prowidedif the individual notifies the Company of thew
employment, the Company will provide a lump sumado 50% of the remaining severance pay as ofithe of
new employment.

Change of Control Agreements

Each of Alfred J. Verrecchia, Brian Goldner, DaldidR. Hargreaves and Barry Nagler are parties taghan
control agreements, as amended (the “Change of@dxdreements”) with the Company. The Change aofit@u
Agreements come into effect only upon a “Chang€aftrol,” as defined therein, and continue for ¢hyears after
such date (the “Employment Period”).

If, during the Employment Period, an executive'splayment with the Company is involuntarily termiedt
other than for “Cause,” the executive is entitledhe executive’s (a) average annual salary fofitteeyears
preceding the Change of Control (or such lessereuraf actual years employed) plus (b) the greaftéx) the
target bonus during the year of termination andl{g)average annual bonus for the five completatisypreceding
the Change of Control (or such lesser number afshgears employed), in each case multiplied bgehor
multiplied by two if the special bonus describedha following sentence has already been paidadtition, if the
executive remains employed through the first amsasy of the Change in Control the executive vétigive a
special bonus equal to one year’s salary and baonsputed using the five-year look back period dbed in the
prior sentence.

If the executive’'s employment is involuntarily témated other than for “Causéuring the Employment Peric
the executive would also be entitled to an amoqguogkto the shortfall between the actuarial benfitable to the
executive under the Company’s retirement plansrasat of the early termination and the amountekecutive
would have received if the executive had continnettie employ of the Company for the remaindethef t
Employment Period. In addition, the executive draldéxecutive’s family would be entitled to the éouation of
medical, welfare, life insurance, disability antiert benefits for at least the remainder of the Eyplent Period. If
the executive is subject to the payment of ex@saihder Section 4999 of the Code or any tax inghbse
Section 409A of the Code, the Company will pay sexbcutive an additional amount so as to placexeeutive in
the same after-tax position such executive woulcthmeen in had such taxes not applied.

In addition, the Change of Control Agreements peamiexecutive to terminate the executsvemployment fo
“Good Reason” at any time or for any reason duarf-day period immediately following the first ararsary of
the Change of Control and receive the above-destisieverance benefits. “Good Reason” includes ditioin of
the executive’s responsibilities or compensatiefgaation or purported termination otherwise thamegpressly
permitted by the Change of Control Agreements. Wedetain circumstances, certain payments by thegamy
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pursuant to the Change of Control Agreements mapaaeductible for federal income tax purposesyoamt to
Section 280G of the Code.

A “Change of Control” is defined as the occurrenteertain events, including acquisition by a thpatty of
20% or more of the Company’s outstanding votingigées, a change in the majority of the Board,stanmation
of a reorganization, merger, consolidation, sulithasset sale involving, or shareholder appro¥a liquidation o
dissolution of, the Company subject, in each ceseertain exceptions. “Cause” is defined, for usgs of the
Agreements, as demonstrably willful or deliberatdations of the executive’s responsibilities whate committed
in bad faith or without reasonable belief that suidtations are in the best interests of the Compaihich are
unremedied after notice, or conviction of the exiseuof a felony involving moral turpitude.

Post-Employment Agreement with Alfred J. Verrecchia

The Company and Mr. Verrecchia entered into a Eagployment Agreement, effective as of March 10,4200
(the “Post-Employment Agreement”). Under the Pastployment Agreement, if Mr. Verrecchia’s employmeant
terminated by the Company without “Cause” or by Merrecchia for “Good Reason”, then the Companyl stay
Mr. Verrecchia severance pay of up to three yearaual base salary and bonus, contingent on Mre@ehia
executing a severance and settlement agreemdit. Yerrecchia’s employment is terminated by thar(any
without Cause or by Mr. Verrecchia with Good Reagrafter September 1, 2006, but before MarchD8,

Mr. Verrecchia is eligible to receive severance pagnonthly base salary and monthly bonus for thealer of
months which is equal to thirty-six (36) less thenber of whole months for which Mr. Verrecchia isgoyed by
the Company after September 1, 2006 and (ii) &f@rch 1, 2008, Mr. Verrecchia is eligible to re@beverance
pay of monthly base salary and monthly bonus fghteien (18) months. If Mr. Verrecchia’s employmisnt
terminated by the Company without Cause and dirtie2 of such termination the Company has in plasewerance
plan of general applicability for which Mr. Verrdga is eligible, Mr. Verrecchia will be entitled the greater of the
benefits offered under this general severance aotanthose offered under the Post-Employment Agreerféally,
if Mr. Verrecchias employment is terminated by mutual agreemertt@fdompany and Mr. Verrecchia because
family medical emergency or other reason beyond\lrrecchia’s control which results in him beingabte to
work or because of a disability (as defined), threeach case Mr. Verrecchia is entitled to eightdeéy) months of
monthly base salary and bonus.

For purposes of the Post-Employment Agreement, hiypbiase salary is equal to the annual base sphdyto
Mr. Verrecchia for the fifty-two (52) weeks immetity preceding the week of his termination, dividsdtwelve
(12). The monthly bonus shall equal the annuaktiabgnus for Mr. Verrecchia for the year in whigk @mploymer
is terminated, divided by twelve (12). Mr. Verreizs also entitled to continuation of medical, @éand certain
other benefits during the period in which he isieing severance pay under the Post-Employmentekgeat.
However, in the event of a Change in Control, thedjits payable under the Post-Employment Agreemsent
reduced by the amount of any benefits received hyMdrrecchia under the Change of Control Agreesent
described above.

The Post-Employment Agreement also provides Mrrétmhia with certain enhanced retirement benefits.
Unless Mr. Verrecchia’s employment is terminatedh®s Company for Cause, he shall receive an anbaitgfit,
computed based upon monthly installments, followthrgytermination of his employment for the remamafehis
life in an annual amount equal to 1.5% of his fiaatrage pay (as defined in the Post-Employmeneééigent)
multiplied by Mr. Verrecchia’s years of service lvthe Company, but not to exceed 60% of final aye@ay.

Mr. Verrecchia has elected to receive this enhanetigement benefit as a lump sum, provided thitrif Verrecchi:
dies prior to his retirement, the survivor beneiit be paid as an annuity. The enhanced retirerhengfit is also
reduced by the benefits provided to Mr. Verrecdlyidhe Pension Plan and Supplemental Benefit Pian.

Mr. Verrecchia’s employment terminates due to Ieiatt, his spouse is entitled to the actuarial edent of the
enhanced retirement benefits described above.

For purposes of the Post-Employment Agreement “GReason” means a material demotion of Mr. Verrechi
or a material reduction in Mr. Verrecchia’'s baskisaor target bonus, unless such reduction istdwegenerally
applicable reduction in the compensation of the Gamy’s senior executives. “Cause” has the samaitlefi as in
the Change in Control Agreements described above.
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As is described in the preceding pages, benefiteedaunder the Pension Plan, the Supplemental(Pkmsion)
and the Expatriate Plan were frozen effective Ddim31, 2007. Effective January 1, 2008, the Compamended
its 401(k) Plan to include an additional annual @any contribution equal to 3% of an employee’s lszdary and
bonus, which is in addition to the pre-existing Qamy matching formula. In addition, for eligible ployees
meeting certain age and service requirements, thiflrbe an additional annual transition contrilmutiranging from
1% to 9% of the employees’ base salary and bontisglthe years 2008 through 2012. Annual contrimsiin
excess of IRS limits are provided on a nonqualifih basis in the Supplemental Plan (401(k))ightlof the
benefits to which he is entitled under the Post-lympent Agreement, Mr. Verrecchia waived his right
participate in either of these new 401(k) Planezd.

The Post-Employment Agreement contains certain-@agtloyment restrictions on Mr. Verrecchia, inchagli
an eighteen (18) month non-competition agreemeshipanivisions protecting the Company’s confidential
information.

Employment Agreement with Brian Goldner

On January 20, 2006, the Company entered into guidgment Agreement (the “Employment Agreement”)
with Brian Goldner, the Company’s then newly-appeihChief Operating Officer. Under the Employment
Agreement, Mr. Goldner agreed to serve as the Caogip&hief Operating Officer, reporting to the Coang’s
President and Chief Executive Officer. The Emplogtregreement has an initial three-year term exgirin
January 19, 2009. Thereafter the Employment Agre¢isewutomatically extended for additional oneryteams
unless either the Company or Mr. Goldner providiéceaf the intent not to renew at least 180 dayarpo the
expiration of the then current term.

Under the Employment Agreement, for that portior2@D6 occurring after the date of the Employment
Agreement, Mr. Goldner was entitled to receive anualized base salary of $800,000 and be eligibtedeive a
management incentive plan bonus based on a targagtdyfive percent (85%) of his earned base salary. Begg
in 2007 and thereafter, the Employment Agreementiges that Mr. Goldner’s base salary and targatubavill be
reviewed in accordance with the Company’s compésablicies for senior executives and will be adgd to the
extent, if any, deemed appropriate by the Compams&ommittee of the Company’s Board.

Pursuant to the Employment Agreement, Mr. Goldnas granted 20,000 shares of restricted stock on
January 20, 2006. These shares will vest in ortaliment on January 20, 2009, provided that Mr.dBel remains
employed with the Company through that date. Tlaeeshare subject to earlier vesting in certaimasitas, such as
a change in control of the Company or upon thetdetMr. Goldner.

The Employment Agreement provides that Mr. Goldmilrparticipate in the Company’s long-term inceseti
program in the same manner as other senior exesytivovided that his target award shall be seoohgdto that of
the Chief Executive Officer. Mr. Goldner will alparticipate in the Company’s other benefit programder the
terms which are extended to senior executives.

In the event that Mr. Goldner’'s employment is teratéd: (A) by the Company for “Cause”, or at hiscébn
for other than “Good Reason”, the Company will pdry Goldner the compensation and benefits otherpésable
to him through the last day of his actual employméB) due to Mr. Goldner’s death or Disability (@sfined in the
Employment Agreement) the Company will pay to Mold@her or his estate the compensation which would
otherwise have been payable to him up to the erldeofonth in which the termination occurs andi{Z}he
Company without Cause, or by Mr. Goldner for Goahson, and provided that Mr. Goldner complies with
terms of the Company’s severance policy, then Midd@er will be entitled to severance benefits oo tyears
pursuant to the Company’s severance plan, paynfentazget bonus for each of the two fiscal yealtowing the
year of termination and all of his unvested stopkans and restricted stock will fully vest. TherGpany's
severance plan includes the payment of base safagontinuation of benefits during the severaraseod. If
Mr. Goldner begins permissible alternate employnaeming the severance period and notifies the Coppé such
employment, he will receive in a lump sum 50% of eemaining salary payments due as severance timeler
Employment Agreement.

For purposes of the Employment Agreement “Causall sle deemed to exist upon (a) Mr. Goldner’s mater
failure to perform: (i) Mr. Goldner’s assigned digtifor the Company; or (ii) Mr. Goldner’s obligat®under the
Employment Agreement; (b) conduct of Mr. Goldneralving fraud, gross negligence or willful miscordor
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other action which damages the reputation of the@y; (c) Mr. Goldner’s indictment for or convimti of, or the
entry of a pleading of guilty or nolo contendereNdyy Goldner to, any crime involving moral turpigidr any
felony; (d) Mr. Goldner’s fraud, embezzlement draatintentional misappropriation from the Compamy;

(e) Mr. Goldners material breach of any material policies, rulesegulations of employment which may be ado
or amended from time to time by the Company. “GBedson” means: (a) a material reduction in Mr. Gelts
base salary or target bonus, without his consem¢ss such reduction is due to a generally apdbcagaluction in
the compensation of senior executives, or (b) gamizational change in which Mr. Goldner no longgaorts
directly to Alfred J. Verrecchia as Chief Execut®#icer.

The Employment Agreement contains certain post-eympént restrictions on Mr. Goldner, including a two
year no-competition agreement. The Agreement does notfinddti. Goldner’s existing Change in Control
Agreement with the Company, dated March 18, 200thé event of a Change in Control (as definethén@hange
in Control Agreement) the benefits payable purst@atite Employment Agreement will be reduced by any
severance benefits payable under the Change irr@€Zédwreement.

Severance Benefits for Frank Bifulco

Frank Bifulco’s employment with the Company termetheffective December 31, 2007. Pursuant to the
Company'’s Severance Benefits Plan, Mr. Bifulcceiseiving continuation of his $475,000 base salad/ a
continuation of his benefits (including medicalntid, vision and life insurance) both for one yigam the date of
termination of his employment. In addition, the Gmnsation Committee accelerated the vesting ottarches of
Mr. Bifulco’s outstanding unvested stock optionfeefive as of December 31, 2007. An aggregate @g2¥bshares
of Common Stock became purchaseable pursuantstadieleration (20,000 shares with an exercise pifi¢20.57
per share and 26,927 shares with an exercise @iri8€8.815 per share).

Compensation Committee Interlocks and Insider Parttipation

The members of the Compensation Committee of tregdBas of the 2007 fiscal year end were Jack M.
Connors, Jr. (Chair), Frank J. Biondi, Jr. and Brd&n Gee. None of the members of the Compens@ionmittee
during fiscal 2007 had at any time been an offareemployee of the Company or of any of its sulasids. No
executive officer of the Company served as a mermbtire compensation committee or board of directdrany
other entity which had an executive officer senésga member of the Company’s Board or Compensation
Committee during fiscal 2007.
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COMPENSATION OF DIRECTORS

The following table sets forth information concemgicompensation of the Company’s directors forafi007.
Mr. Verrecchia, the Company’s President and Chiefdgtive Officer, also served on the Company’s Bahirring
fiscal 2007. However, Mr. Verrecchia does not reeeiny compensation for his Board service beyoad th
compensation he receives as an executive offickreo€ompany. Kenneth A. Bronfin and Brian Goldbeth
joined the Board of Directors in fiscal 2008. A€lsuMr. Bronfin did not receive any compensatioraabrector ir
fiscal 2007. Mr. Goldner is an executive officertioé Company and will not receive any compensdtiotis Boarc
service beyond the compensation he receives asemutéve officer of the Company.

Director Compensation

Change in
Pension
Value and
Fees Non-Qualified
Earned or Non-Equity Deferred
Paid in Stock Option Incentive Plan Compensatior  All Other
Cash Awards  Awards Compensatior Earnings  Compensatior Total
Name ($)(2) ($)(b) $)(b) %) $)(©) (6] (6]
Basil L. Andersor $ 90,02 $72,10¢ $ 23,43: N/A N/A N/A $185,55¢
Alan R. Batkin $ 61,027 $46,74¢ $ 0 N/A $ 12,84¢ N/A $120,61¢
Frank J. Biondi, Jr. $ 60,02: $84,91: $ 18,60¢ N/A N/A N/A $163,54:
John M. Connors, Ji $ 79,02. $79,40f $ 33,96¢ N/A N/A N/A $192,39:
Michael W.O. Garret $ 68,52. $85,15¢ $ 18,24 N/A N/A N/A $171,91°
E. Gordon Ge: $ 62,02. $79,50¢ $ 17,21¢ N/A N/A N/A $158,74t
Jack M. Greenber $ 87,14¢ $80,55¢ $ 30,70¢ N/A N/A N/A $198,40¢
Alan G. Hassenfel $300,02: $89,97¢ $418,03{(d) N/A N/A N/A $808,03t
Claudine B. Malone(e $ 72,527 $86,10! $ 0 N/A $  38,30¢ N/A $196,93(
Edward M. Philip $ 82,527 $72,837 $ 26,86: N/A N/A N/A $182,22(
Paula Ster $ 61,02: $77,59¢ $ 18,60¢ N/A N/A N/A $157,22!

(@) Includes amounts which are deferred by directdis éither the stock unit account or the interesbant unde
the Deferred Compensation Plan for [-Employee Directors

(b) Please see note 10 to the financial statenieciteded in the Company’s Annual Report on FormKlGer the
year ended December 30, 2007, for a detailed dismusf the assumptions used in valuing stock gnibo
awards. The following quarter end stock prices wesed for purposes of valuing directors’ balanoestdck
unit accounts under the Deferred Plan in fiscal22@@1, $28.62, Q2 $31.41, Q3 $27.88 and Q4 $2!

In addition to reflecting the accounting expensmgnized by the Company for stock awards madeeto th
directors (this expense for the director stock awar2007 was $89,979 per director), the stock deaplumr
also includes, to the extent applicable, the (Bolfatching contribution which the Company makes to
director’'s account under the Deferred Compensdian for Non-Employee Directors (the “Deferred PJan
on all amounts deferred by such director into thenany’s stock unit account under the Deferred,Plan
(i) deemed dividends which are paid on outstandialgnces in stock unit accounts under the Defd?ted
and (iii) the variable accounting expense whichQeenpany recognizes with respect to the changealire o
outstanding stock unit account balances held bylifeetors under the Deferred Plan. For directdns Wwave
significant accumulated balances in their stock aotounts under the Deferred Plan, the increade@ease
in the value of such accounts in a year in whieh@ompany’s stock price appreciates or depreciates
significantly, can result in a significantly larger smaller stock (and potentially negative, ineatyin which
there is a very significant depreciation in thecktprice) expense for the Company, which is in naftected
in values which can vary greatly from year to yieahe" Stock Award” column above

No options were granted to any of the outside ¢limsdn 2007. The amounts reflected in the optiwaras
column represent expense associated with previgtisnogrants made to these directors. For Mr. Haete
this expense relates to options which were gratatdiim when he served as a full-time employee and
executive
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officer of the Company. Mr. Hassenfeld retired agmployee of the Company effective on December 31,
2005.

(c) The amounts reflected in this column consisitely of the change in pension value during fis2@a07 for two
directors. As is discussed in more detail in tHfaing pages, in 2003 the Company eliminated iteator
pension plan on a go forward basis, such that @iregoining the board after that time would notdhigible to
participate in the pension plan. However, direcsawing on the Board at the time that the penglan was
eliminated were given the ability to (i) either tiome to accrue benefits under the director penglan or
instead to elect, effective as of specified dasegjing from May 1, 2003 through May 1, 2006, tatsta
receiving stock options under the 2003 Stock Opfitam for Non-Employee Directors (the “2003 Directo
Option Plan”) and (ii) to the extent that a direatpted into participation in the 2003 Director @ptPlan, to
have their accumulated benefits under the pendamngonverted into stock units under the Deferred
Compensation Plan for Non-employee directors (theférred Plan”). With the exception of Mr. Batkinda
Ms. Malone, all of the Company’s current directatso were directors at the time of this transitiqgreal into
the 2003 Director Option Plan in 2003 and electecbinvert their balance in the director pensiom [irf&o
deferred stock units under the Deferred Plan. &b sother than Mr. Batkin and Ms. Malone, no cutren
directors will receive any pension benefits andenohthese directors accrued any such benefiteg@007.

This column does not include interest earned oarzas held in directorgiterest accounts under the Defel
Plan. Such interest is paid at the -year treasury bill rate

(d) This amount relates to options which were grdrid Mr. Hassenfeld prior to his retirement aslatime
employee of the Company. These options, to thenextevested, continue to vest during Mr. Hasserdeld
service on the Boar:

() Ms. Malone previously served on the Board fii#82 to 1999 and accrued a pension benefit in dacoe
with that prior service, which is currently beingighto her. Ms. Malone was paid $6,855 in 2007 uritie
benefit.

(H The non-employee directors held the followingsianding stock and option awards as of Decenbe2(7.
Note that Kenneth A. Bronfin did not become a diwecintil March 1, 200&

Outstanding Outstanding
Name Option Awards Stock Awards
Basil L. Andersor 29,25( 7,544
Alan R. Batkin 0 7,544
Frank J. Biondi, Jr 29,25( 7,544
Jack M. Connors, Jr 18,00¢ 7,54¢
Michael W.O. Garret 12,00¢( 7,54¢
E. Gordon Ge: 29,25( 7,54¢
Jack M. Greenber 18,00( 7,544
Alan G. Hassenfel 1,330,00:! 7,54¢
Claudine B. Malont 0 7,544
Edward M. Philip 29,25( 7,544
Paula Steri 29,25( 7,54¢

The outstanding stock awards consist of the nonl@yep director stock grants made in May of 2006
(4,769 shares) and May of 2007 (2,775 shares). Baebtor was given the option, prior to the begignof the year
of grant, to receive the shares subject to the mpup annual grant either at the time of grantoodéfer receipt of
the shares until they retire from the Board. Howethee shares are shown as outstanding stock awhme,
whether or not the director received currentlydeferred receipt of, some or all of these shaeg]lalirectors eitht
hold such shares or the right to receive such shgyen retirement.

Current Director Compensation Arrangements

With the exception of Mr. Hassenfeld, whose Chairsiep Agreement is described later in this proxy
statement, all members of the Board who are n@ratise employed by the Company (“non-employee thrst)
receive a retainer of $55,000 per year. The Cluditke Audit Committee, the Compensation Committee,
Finance Committee and the Nominating, GovernandeSaial Responsibility Committee each received an
additional retainer of $10,000 per year for theivice as Chairs of these committees in fiscal 2&8fEctive for
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fiscal 2008, the Chair of the Audit Committee wékeive $15,000 per year for such service. Thénetdor the
Chairs of the other committees of the Board withaén the same as 2007. The Company’s PresidingDire
currently receives an additional retainer of $26,08r year for serving in that role.

No meeting fees are paid for attendance at meetihtyge full Board. However, non-employee direct@seive
a fee of $1,500 for each committee meeting atteimdgérson, and $1,000 for telephonic participatronommittee
meetings. Action by written consent is not con®deattendance at a committee meeting for purpddess to
directors.

Beginning in 2006, the Company shifted to stockralwainstead of stock options, to provide equity
compensation to its non-employee directors. As gfattie implementation of this policy, the Compdegminated
the 2003 Stock Option Plan for Non-Employee Direx{avhich is described below) effective as of DebenB1,
2005. Under its new program, the Company anticgpessuing to each non-employee director, in Mag\ary year,
that number of shares of Common Stock which haset &air market value (based on the fair markatevalf the
Common Stock on the date of grant). In fiscal 2@B&,director stock grants had grant date fair iaviklues of
$90,000. For fiscal 2008, each non-employee membigre Board will receive a stock award with a grdate fair
market value of $105,000. These shares are imnadgliagsted, but the Board has adopted stock owipersh
guidelines which mandate that Board members magelbainy shares of the Compasyzommon Stock which thi
hold, including shares which are obtained as dttis yearly stock grant, until they own share<aimnmon Stock
with an aggregate market value equal to at leadd$®0 (which is equivalent to five times the ariri@mard
retainer). Board members are permitted to selleshaf Common Stock they hold with a value in exadss
$275,000, as long as they continue to hold at k285,000 worth of Common Stock.

Pursuant to the Deferred Compensation Plan for &aptoyee Directors (the “Deferred Plan”), which is
unfunded, non-employee directors may defer sonadl of the annual Board retainer and meeting fats a stock
unit account, the value of each unit initially bgeiequal to the fair market value of one share ah@on Stock as of
the end of the quarter in which the compensationghéeferred would otherwise be payable. Stocksunitrease or
decrease in value based on the fair market valti'eoc€ommon Stock. In addition, an amount equéheadividend:
paid on an equivalent number of shares of Commook3s credited to each non-employee director’skstmit
account as of the end of the quarter in which thiglénd was paid. Non-employee directors may akfeidany
portion of their retainer and/or meeting fees iamointerest account under the Deferred Plan, wihées interest at
the five-year treasury rate.

The Company makes a deemed matching contributiandicector’s stock unit account under the DefeP&th
equal to 10% of the amount deferred by the direictiorthe stock unit account, with one-half of s@bmpany
contribution vesting on December 31st of the caderyear in which the deferred compensation otherwisuld
have been paid and one-half on the next Decemisty 3bvided that the participant remains a dinectosuch
vesting date. Unvested Company contributions wilbenatically vest on death, total disability oriretnent by the
director at or after age seventy-two. Compensati&ferred under the Deferred Plan, whether in thekstinit
account or the interest account, will be paid autash after termination of service as a dire@mectors may elect
that compensation so deferred be paid out in a lsmnp or in up to ten annual installments, commemneither in
the quarter following, or in the January followirige quarter in which service as a director tertaisia

Beginning in fiscal 2008 the Company is also offgra matching gift program for its Board membenspant
to which the Company will match charitable conttibas, up to a maximum yearly Company match of 8,0
made by Board members to qualifying non-profit oigations and academic institutions.

Chairmanship Agreement with Alan G. Hassenfeld

Effective on August 30, 2005 the Company enteréal anChairmanship Agreement (the “Chairmanship
Agreement”) with Alan G. Hassenfeld. The Chairmapgkgreement provided for Mr. Hassenfeld’s tramsitfrom
an employee Chairman of the Board to a non-empl@edrman of the Board. Pursuant to the Chairmanshi
Agreement, Mr. Hassenfeld continued to serve amngployee Chairman of the Company until Decembef805
(the “Transition Date”).

On the Transition Date, Mr. Hassenfeld ceased tarbemployee of the Company and his employee salary
bonus and other employee benefits ceased as walided that Mr. Hassenfeld retained all of histedsetirement
benefits provided under the Company’s retiremeang| as well as all other retirement benefits galyemade
available to
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retired employees under other plans and progrartteec€ompany. Following the Transition Date, Mrslenfeld
serves as the non-employee Chairman of the Boamhfnitial three-year term beginning Januaryd&and
ending on December 31, 2008 (the “Chairmanshipod&ri Thereafter, Mr. Hassenfeld’'s Chairmanship @gnent
is subject to renewal for additional one-year p#sianless he or the Board provide notice of thenintot to renew
at least six months prior to the end of the themesu term. Mr. Hassenfeld’s continued servicehasrton-employee
Chairman of the Board will be contingent upon hiawal reelection to the Board by the Company’sedtaders.

The Chairmanship Agreement provides that duringhairmanship Period, Mr. Hassenfeld shall provide
leadership to the Board by, among other thingskimgrwith the Chief Executive Officer, the PresigliDirector ant
the Corporate Secretary to set Board calendarmsyrdigte agendas for Board meetings, ensure properdf
information to Board members, facilitate effectyymeration of the Board and its Committees, helpnute Board
succession planning and the recruitment and otientaf new directors, address issues of direcesfgsgmance,
assist in consideration and Board adoption of thm@any’s strategic plan and annual operating pkamd,help
promote senior management succession planninglditi@n, the Chairman will assist the Company’seZhi
Executive Officer by advising on Board-related &suhelping to develop programs and actions tdoria
Hasbro’s core values, providing leadership in teeetbpment of the Company’s corporate social resipdity
strategy, acting as a Company spokesperson orsis§werporate social responsibility, and reprasgrthe
Company at industry conferences, as appropriate.

Mr. Hassenfeld receives a retainer during the @tanship Period of $300,000 per year (the “Chairrngns
Retainer”) and is eligible to receive Board meefiegs, equity grants and such other benefits (ekaiuthe general
non-employee Board retainer, which Mr. Hassenfelelsdhot receive) as may be provided from timente tio the
other non-employee members of the Company’s Bdaudng the Chairmanship Period, Mr. Hassenfeldse a
entitled to an office, support services and expeagebursement pursuant to an agreed budget.

As of the Transition Date, Mr. Hassenfeld becanggl#e to begin receiving a retirement pension Higéne
payable in regular monthly installments duringreisiaining lifetime. This annual pension benefityadae in a
singledife annuity, will be $814,500 a year until Mr. H&nfeld reaches the age of 65. Thereafter, theahpensiol
benefit will be $796,800. These pension benefinpayts include all pension benefits previously aedriy
Mr. Hassenfeld as an employee of the Company.drettent of Mr. Hassenfeld's death, the pensionfitene
described in the preceding sentences would be p@ajabn actuarially equivalent joint and surviform to
Mr. Hassenfeld’s spouse. In addition, by virtuéisf ongoing service as Chairman of the Board, Mrss¢énfeld’s
outstanding stock options will continue to vestaatordance with their terms, during the time MatHassenfeld
serves as a hon-employee Chairman.

In the event that Mr. Hassenfeld's service as aemployee Chairman ends due to his resignatiorthdea
disability, or failure to be reelected to the Bohydthe Company’s shareholders, or in the everttteaCompany
terminates Mr. Hassenfeld’s service as ChairmarCtorse (as defined in the Chairmanship Agreement),

Mr. Hassenfeld's compensation as a non-employedri@aa, including the Chairmanship Retainer and any
additional compensation provided to non-employeeatidrs, would cease immediately. If Mr. Hasserisetarvice
as Chairman is terminated by Hasbro without Causig the Chairmanship Period, Mr. Hassenfeld wdagd
entitled to receive the Chairmanship Retainer pkeyfly the remaining time of the Chairmanship Perio the case
of termination resulting from disability, failure be reelected, or without Cause by Hasbro, MrsHafeld would
continue to receive his retirement benefits desdribove as well.

The Chairmanship Agreement contains certain postir@tanship restrictions on Mr. Hassenfeld, inclgdin
two-year non-competition agreement and provisiagogegting Hasbro’s confidential information.

The Company and Mr. Hassenfeld are in discussionsarning an amendment to the Chairmanship Agreemen
which will provide that Mr. Hassenfeld will ceagelte Chairman of the Board effective May 22, 2008.

Former Director Compensation Arrangements I n Which Certain Directors Participate or Under Which
Directors Previously Received Awards

Under the Hasbro, Inc. Retirement Plan for Direx{tine “Retirement Plan”), which is unfunded, eaoh-
employee director who was serving on the Boardrgdadviay 13, 2003 (and who was not otherwise elegfbr
benefits under the Company’s Pension Plan), hamatt the age of sixtfive and completed five years of service
the Board was entitled to receive, beginning atsegenty-two, an annual benefit equal to the anratainer
payable to directors during the year in which thredor retires (which does not include the feeis pa directors for
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attendance at meetings). If a director retiresroafter the director’s seventy-second birthday,aheual benefit
continues for the life of the director. If a directetires between the ages of sixty-five and sgw&mo, the number
of annual payments will not exceed the retiredadoes years of service. Upon a Change of Con&sldefined in
the Retirement Plan, participating directors anite@ directors are entitled to lump-sum paymeutsatto the
present value of their benefits under the RetirerRéam.

Directors appointed to the Board on or after MayZ0D3, the date that the Company’s shareholdgnoapd
the Company’s former 2003 Stock Option Plan for Namployee Directors (the “2003 Director Plan”) winis
described below, were not eligible to participat¢he Retirement Plan, and automatically partigidan the
2003 Director Plan prior to its termination on Dexdxr 31, 2005. The benefits of the 2003 DirectanPéplaced
the benefits of both the Retirement Plan and tt8t irector Plan (described below). Non-employaeators who
were serving on the Board prior to May 13, 2003 #rus were participating in the Retirement Plam who were
not scheduled to retire at the end of their curtemt in office as of the time of approval by stenleers of the
2003 Director Plan, were given the opportunityleceto participate in the 2003 Director Plan efifez on either
May 14, 2003, May 1, 2004, May 1, 2005 or May 10@0Directors who were serving on the Board prioktay 13
2003 and who did not elect to participate in 200@&€or Plan on one of these dates continued ticigzate in the
Retirement Plan in accordance with its terms. Diexcserving as of May 13, 2003 who elected toigpete in the
2003 Director Plan stopped accruing further yeéiseovice under the Retirement Plan and did nothhbeir
benefits under the Retirement Plan adjusted fongésiin the annual retainer following the effectiate of their
participation in the 2003 Director Plan.

Under the Company’s former Stock Option Plan fonMmnployee Directors (the “1994 Director Plan”),
approved by shareholders on May 11, 1994, eactengrieyee director then in office received on May 1994 an
each non-employee director who joined the Boarer &dftay 11, 1994 received upon becoming a direetamne-time
grant of a non-qualified, nontransferable ten-yg#ion to purchase 11,250 shares of Common Stotk@# of the
fair market value per share of Common Stock ordtite of grant. The options became exercisableateanf 20%
per year commencing on the first anniversary ofddie of grant, except that exercisability wasd@bcelerated
upon a participant ceasing to be a member of trdBbecause of permanent disability, death, regrdrat or after
age seventy-two or after a Change of Control, figeldin the 1994 Director Plan. The 1994 Diredan was
cancelled effective upon the date of shareholdprayal of the 2003 Director Plan and no furthemggeaare being
made under the 1994 Director Plan, provided, howekat options previously granted under the 1984dor Plan
continue in effect in accordance with their terms.

The Company’s 2003 Director Plan, which was appddwethe Company’s shareholders at the 2003 Annual
Meeting of Shareholders (the “2003 Meeting”), repld the benefits of the Retirement Plan and thd TH8:ctor
Plan described in the immediately preceding papigraThe 2003 Director Plan was cancelled effective
December 31, 2005 and no further grants are beadgrnder the 2003 Director Plan, provided, howedhet
options previously granted under the 2003 DireBfan continue in effect in accordance with theim®& Under the
2003 Director Plan each non-employee director whe serving as a director immediately following 2083
Meeting and whose effective date for participafiothe 2003 Director Plan was May 14, 2003, reatiz®ne-time
grant of a non-qualified, nontransferable ten-yaga#ion to purchase 6,000 shares of the Companysrian Stock
at the fair market value of the Common Stock ondhte of grant (the “First Annual Options”). ThedtiAnnual
Options become exercisable at a rate of/33% per year commencing on the May 1st next folloviimg date of
grant, except that exercisability will be accelecatipon a participant ceasing to be a member ddtiaed because
of permanent disability, death, retirement at ¢erafige seventy-two or after a Change of Contstlefined in the
2003 Director Plan. On each subsequent May 1stoallemployee directors then serving on the Baoaitth, certain
exceptions, whose effective date for participatiothe 2003 Director Plan was on or prior to suclyMst, receive
an additional option to purchase 6,000 shareseo€timpany’s Common Stock. These additional annptébras
otherwise have the same terms of the First AnnyiloBs, except that the exercise price is basdth@fair market
value of the Common Stock on the date of grantiohsadditional annual options. Non-employee dinechaitially
joining the Board after May 14, 2003 received, urtte 2003 Director Plan, an initial option to pheise
12,000 shares of Common Stock upon their electiché Board (the “Initial Options”). The Initial @pns had the
same terms as annual options under the 2003 DirBtia except that they become exercisable ataofed20% per
year commencing of the first anniversary of theeddtgrant
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EQUITY COMPENSATION PLANS

The following table summarizes information, as @cBmber 30, 2007, relating to equity compensatianspof
the Company pursuant to which grants of optiorstricted stock, restricted stock units, performasttares or other
rights to acquire shares may be granted from torarte.

Equity Compensation Plan Information

Number of Securities
Remaining Available for

Number of Securities Future Issuance Under
to be Issued Upor Weighted-Average Equity Compensation
Exercise of Outstanding Exercise Price of Plans (Excluding
Options, Warrants Outstanding Options. Securities Reflected
and Rights Warrants and Rights in Column(a))
Plan Categon (@) )3) (©)
Equity compensation plans approved by
shareholders(1 13,713,46 $ 21.8¢ 6,180,86i(4)
Equity compensation plans not approved by
shareholders(z 2,080,39(5) $ 22.9¢ 0(6)
Total 15,793,85  $ 22.01 6,180,861(4)

(1) The only shareholder approved plan which was ieatfhs of December 30, 2007 was the Company’s 2003
Stock Incentive Performance Plan (“2003 Equity Pla”).

The 1995 Stock Incentive Performance Plan (the 51P@&n") expired on December 31, 2005 and the 2003
Stock Option Plan for Non-Employee Directors (t2803 Director Plan”) was terminated effective as of
December 31, 2005. The Company’s 1994 Stock Ogtlan for Non-Employee Directors (the “1994 Plan”),
which was also approved by the Compamshareholders, was terminated effective May 1@328Ithough n«
further awards may be made under the 1995 Plarg Rd@ctor Plan or the 1994 Plan, awards outstandin
under those plans as of the dates of their termoimabntinue in effect in accordance with the teohthe
applicable plan

Included in shares which may be issued pursuantitstanding awards are the target number of sisalgect
to outstanding contingent stock performance awandter the 2003 Equity Plan. The actual number afes)
if any, which will be issued pursuant to these alganay be higher or lower than this target numlaset
upon the Company’s achievement of the applicabifopaance goals over the performance periods specif
in these award:

Also included in shares to be issued pursuant tstanding awards are shares granted to outsidetalisein
May 2006 and May 2007 (as part of the yearly eqgignt to outside directors) to the extent thahslicector:
deferred receipt of those shares until they rétom the Board

(2) The Company’s last non-shareholder approved plamety the 1997 Employee Ndpualified Stock Plan (t
“1997 Plan”), expired on December 31, 2002 andunthér awards may be made pursuant to the 1997 Plan
provided, however, that all awards outstanding utite 1997 Plan as of the date of its terminatiomtioued
in effect in accordance with the terms of the p

(3) The weighted average exercise price of outstanojigns, warrants and rights excludes restrictedkstinits
and performanc-based stock awards, which do not have an exerdise

(4) Of these shares available for future grants, 43#32shares could be issued as contingent stockrpgahce
awards, restricted stock or deferred restrictedkstor other stock awards under the 2003 F

(5) Includes 30,829 shares issuable pursuant to odistadeferred restricted stock uni

(6) The 1997 Plan expired on December 31, 2002 antha@s remain available for future grant under pleots
approved by the shareholders. See Note (2) al

1997 Employee Non-Qualified Stock Plan

Number of Shares Subject to 1997 Plan. The 1997 Plan, prior to its termination on Decenil, 2002,
provided for the issuance of up to 18,000,000 shaf€€ommon Stock pursuant to awards granted uheet997
Plan.
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Eligibility for Participation. Any “Employee” of the Company, as the term Empleys defined in General
Instruction A to Form S-@romulgated by the Securities and Exchange Comanisgias eligible to participate in 1

1997 Plan.

Awards. The 1997 Plan provided for the grant of: (1) mplified stock options; (2) stock appreciatiorhti
(“SARs"); (3) stock awards, including restrictecdaimrestricted stock and deferred stock, and (gh eavards that
would constitute a “derivative security” for purgssof Rule 16b-6, as promulgated under the Seesifiikchange
Act of 1934, as amended (the “1934 Act”), if notaaded pursuant to a plan satisfying the provisafrilule 16b-3.

Terms of Options. The exercise price of stock options granted utited 997 Plan could not be less than the
fair market value of the Common Stock on the dagrant. Options granted under the 1997 Plan wereeglly
made exercisable in yearly installments over tlyess. The terms of options granted under the P38 were ten

years.

Changein Control. The 1997 Plan provided that immediately uponaterevents constituting a Change in
Control all awards become 100% vested and payaldash as soon as practicable after the Changeritrdl.
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VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF

Security Ownership of Certain Beneficial Owners

The following table sets forth information, as oaih 1, 2008 (except as noted), with respect t@theership
of the Common Stock (the only class of outstan@iggity securities of the Company) by certain pesdarown by
the Company to be the beneficial owners of mora 8% of such stock. Unless otherwise indicatedh¢o
Company’s knowledge each person has sole votinglespasitive power with respect to such shares.

Amount and Nature

of Beneficial Percent
Name and Address of Beneficial Owne Ownership(1) of Class
Alan G. Hassenfel 16,519,51(2) 11.5

1027 Newport Avenue
Pawtucket, Rl 0286
Barclays Global Investors, N 13,528,19(3) 9.t
Barclays Global Fund Adviso
Barclays Global Investors, Lt
Barclays Global Investors Japan Limit
Barclays Global Investors Canada Limited
45 Fremont Street
San Francisco, CA 941(
State Street Bank and Trust Compi 8,082,59(4) 5.7
One Lincoln Street
Boston, MA 02111
LSV Asset Managemel 7,802,10(5) 5.5
One N. Wacker Drive
Suite 4000
Chicago, IL 6060¢

1)
()

(3)

(4)

()

Based upon information furnished by each sharehadeontained in filings made with the Securitiesl
Exchange Commission. There were 141,820,088 sb&a@smmon Stock outstanding on March 1, 2(

Includes 7,640,921 shares held as sole trustebddrenefit of his mother, 829,347 shares heldkestrustee
of a trust for Mr. Hassenfeld’s benefit, 1,000, 8@ires subject to a prepaid variable forward sadéengement
which is scheduled to settle in February 2009, 9 sttares the receipt of which is deferred until

Mr. Hassenfeld leaves the Board, and currentlycsable options or options exercisable within 69sdaf
March 1, 2008 to purchase 1,306,666 shares. Misétdisld has sole voting and investment authoriti wi
respect to all shares except those described ifollo&ving sentence, as to which he shares votimd) a
investment authority. Also includes 525,478 shawesed by The Hassenfeld Foundation, of which

Mr. Hassenfeld is an officer and director, 254,88ares held as one of the trustees of a charitedufietrust fo
the benefit of The Hassenfeld Foundation and 1%4shhres held as one of the trustees of a trusiiéor
benefit of his mother and her grandchildren. Mrsstfeld disclaims beneficial ownership of all slsagxcer.
to the extent of his proportionate pecuniary irgetkerein

Barclays Global Investors, NA reports sole votimgver over 8,197,969 shares and sole dispositiveepowe
9,837,786 shares. Barclays Global Fund Advisorsntegsole voting and sole dispositive power over
1,256,196 shares. Barclays Global Investors, leports sole voting power over 1,271,541 sharesaled
dispositive power over 1,622,787 shares. Barcldgb& Investors Japan Limited reports sole votind sole
dispositive power over 632,453 shares. Barclayb@lmvestors Canada Limited reports sole voting an
dispositive power over 178,977 shares. Share oWwipensformation is as of December 31, 2007 as riobin
a Schedule 13G dated January 10, 2

State Street Bank and Trust Company reported thaidi sole voting power and shared dispositive pawer
all 8,082,592 shares. Share ownership informasasiof December 31, 2007 as reported in a Sch&é8@e
dated February 12, 200

Share ownership information is as of December 8072s reported in a Schedule 13G dated February 12
2008.
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Security Ownership of Management

The following table sets forth information, as oaiMh 1, 2008, with respect to the ownership of@bexmon
Stock (the only class of outstanding equity semsivf the Company) by each current director ofGobenpany or
nominee for election to the Board, each named dixecafficer and by all directors and executiveiadfs as a
group. Unless otherwise indicated, each persorstlasvoting and dispositive power with respectuchsshares.

Amount and
Nature of

Beneficial Percent

Name of Director, Nominee or Executive Officer(1 Ownership of Class
Basil L. Anderson(2 54,64 *
Alan R. Batkin(3) 49,98¢ *
Frank J. Biondi, Jr.(4 42,48: *
Ken A. Bronfin 0 *
Jack M. Connors(t 52,43( *
Michael W.O. Garrett(€ 29,97¢ *
E. Gordon Gee(7 46,667 *
Brian Goldner(8 673,07¢ *
Jack M. Greenberg(¢ 32,03( *
David D.R. Hargreaves(1! 512,22¢ *
Alan G. Hassenfeld(11 16,519,51 11.F
Claudine B. Malone(1z 34,15: *
Barry Nagler(13 250,27 *
Edward M. Philip(14 56,78 *
Paula Stern(1= 48,47: *
Alfred J. Verrecchia(1€ 2,299,69! 1.€
4.2

All Directors and Executive Officers as a Grouplirdes 20 persons)(1 20,883,90 1

* Less than one percel

(1) Information in this table is based upon informatiomished by each director and executive offiddrere
were 141,820,088 shares of Common Stock outstarmtingarch 1, 200¢

(2) Includes currently exercisable options and optexercisable within sixty days of March 1, 2008 twghase
an aggregate of 29,250 shares, 7,544 shares thiptre€which is deferred until Mr. Anderson resirgom
the Board, as well as 16,849 shares deemed tolthénhelr. Anderson’s stock unit account under the
Deferred Plan

(3) Includes 7,544 shares the receipt of which is defkuntil Mr. Batkin retires from the Board and
40,757 shares deemed to be held in Mr. B’'s stock unit account under the Deferred F

(4) Represents currently exercisable options and apgaercisable within sixty days of March 1, 2008 to
purchase an aggregate of 29,250 shares, 7,544ghareeceipt of which is deferred until Mr. Biomdtires
from the Board, as well as 5,689 shares deemed kel in Mr. Biondi’s stock unit account under the
Deferred Plan

(5) Includes currently exercisable options and optexercisable within sixty days of March 1, 2008 twghase
an aggregate of 15,600 shares, 7,544 shares thptre€which is deferred until Mr. Connors retifesm the
Board, as well as 13,486 shares deemed to beréld. iConno’s account under the Deferred Pl

(6) Includes currently exercisable options and optexercisable within sixty days of March 1, 2008 twghase
an aggregate of 4,800 shares, 7,544 shares thiptretehich is deferred until Mr. Garrett retireem the
Board and 7,734 shares deemed to be held in Mre@'s stock unit account under the Deferred F

(7) Includes currently exercisable options and optexercisable within sixty days of March 1, 2008 twghase
an aggregate of 29,250 shares as well as 9,878sstlaemed to be held in Mr. Gee’s account under the
Deferred Plan
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(8) Includes currently exercisable options and optexercisable within sixty days of March 1, 2008 twghase
an aggregate of 595,469 shares, as well as 20I208ssof restricted stock which are scheduled $b o
January 20, 200¢

(9) Represents currently exercisable options and apgxercisable within sixty day of March 1, 2008 to
purchase 15,600 shares, 7,544 shares the receipiicti is deferred until Mr. Greenberg retires frtm
Board as well as 8,886 shares deemed to be h&ld. iGreenberg’s stock unit account under the Deférr
Plan.

(10) Includes currently exercisable options and optiexercisable within sixty days of March 1, 2008 toghase
an aggregate of 443,845 shal

(11) See note (2) to the immediately preceding te

(12) Includes 3,658 shares deemed to be held in Ms.mM&cstock unit account under the Deferred Planels
as 30,044 shares held by the Claudine B. Malonal{dmust.

(13) Includes currently exercisable options and optiexercisable within sixty days of March 1, 2008 toghase
an aggregate of 215,261 shares. Includes 12 shalgdy Mr. Nagler’'s daughter, as to which shares
Mr. Nagler disclaims beneficial ownersh

(14) Represents currently exercisable options and opoercisable within sixty days of March 1, 2008 to
purchase an aggregate of 29,250 shares, 7,544ghareeceipt of which is deferred until Mr. Phitigtires
from the Board as well as 19,988 shares deemed kel in Mr. Philip’s stock unit account under the
Deferred Plan

(15) Represents currently exercisable options and optoercisable within sixty days of March 1, 2008 to
purchase an aggregate of 29,250 shares, 4,76%ghareeceipt of which is deferred until Ms. Stegtires
from the Board as well as 11,678 shares deemed kel in Ms. Stern’s stock unit account under the
Deferred Plan

(16) Includes currently exercisable options and optiexercisable within sixty days of March 1, 2008 toghase
an aggregate of 2,040,339 shares as well as 3ag&2#&red restricted stock units granted under the
Company’s employee stock option plans. Does ndtdec151,875 shares owned by Mr. Verrecchia’s wife,
as to which Mr. Verrecchia disclaims beneficial @nship.

(17) Of these shares, all directors and executive affias a group have sole voting and dispositive pevith
respect to 19,949,322 shares and have shared \astiigr dispositive power with respect to 934,58&res.
Includes 4,935,777 shares purchasable by direatat®xecutive officers upon exercise of currently
exercisable options, or options exercisable wiiiity days of March 1, 2008; 138,598 shares deaméd
held in stock unit accounts under the Deferred Blahthe Deferred Compensation Plan; and 30,82@sha
deemed to be held in deferred restricted stockaggbunts under the Company’s 1997 Employee Non-
Qualified Stock Plar

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act 04128 amended, requires the Company'’s directors and
executive officers, and persons who own more tearpercent of a registered class of the Compamylitye
securities, to file with the United States Secesitand Exchange Commission initial reports of oatmigrand report
of changes in ownership of Common Stock and otfaitg securities of the Company. Executive officelisectors
and greater than ten-percent shareholders arereeldoy regulation promulgated by the United St&esurities and
Exchange Commission to furnish the Company witheopf all Section 16(a) forms they file.

To the Company’s knowledge, based solely on rewethe copies of such reports furnished to the Camyp
and certain written representations made by dire@nd executive officers that no other reportseweguired
during the last fiscal year ended December 30, 28l0Bection 16(a) filing requirements applicatdets officers,
directors and greater than ten-percent benefigialeos were complied with during fiscal 2007.
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PROPOSAL TO RATIFY THE SELECTION OF KPMG LLP AS THE COMPANY'S INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM FOR THE 2008 FISC AL YEAR

(Proposal No. 2)

The Audit Committee has selected KPMG LLP (“*KPMGHgdependent registered public accounting firm, to
perform the integrated audit of the consolidatedriicial statements and effectiveness of internatrobover
financial reporting of the Company for the fiscaby ending December 28, 2008 (“Fiscal 2008”), 4red t
Companys Board has ratified this selection. A represemadf KPMG is expected to be present at the Megtirily
have the opportunity to make a statement if sorélésand will be available to respond to appropréiestions.

The Board is submitting the selection of KPMG as @ompany’s independent registered public accogntin
firm for Fiscal 2008 to the shareholders for thratification. The Audit Committee of the Board be#re ultimate
responsibility for selecting the Compasyhdependent registered public accounting firmwaitidnake the selectio
it deems best for the Company and the Companyi®hbllers. As such, the failure by the shareholtteratify the
selection of independent registered public accagrfirm made by the Audit Committee will not requihe Audit
Committee to alter its decision. Similarly, ratéteon of the selection of KPMG as the independegistered public
accounting firm does not limit the Committee’s ébito change this selection in the future if iedes appropriate.

Approval

The affirmative vote of a majority of the sharesG@immon Stock present (in person or by proxy) antidled tc
vote at the Meeting on the ratification of the stten of KPMG is required for approval. Abstenticare considered
shares entitled to vote on the proposal and asabstentions are the equivalent of a vote agdiesptoposal. In
contrast, broker nometes are not counted as present and entitledteoorothe proposal and therefore have no e
on the vote.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR RATIFICATION
OF THE SELECTION OF KPMG AS INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
FOR FISCAL 2008.
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIREC TORS

The Audit Committee of the Board (the “Committe&s’comprised solely of non-employee directors, ezfch
whom has been determined by the Board to be indipeunder the Company’s Standards for Director
Independence and the requirements of the New YtmékIExchange'’s corporate governance listing statsda

The Committee operates under a written charterchvisi available on the Company’s website
(www.hasbro.com) under “Corporate Information —dstors — Corporate Governance”. Under the chahter,
Committee’s primary purpose is to:

< Appoint the independent registered public accogfiimm (hereafter referred to as the independeditar)
and oversee the independent au’s work; anc

 Assist the Board in its oversight of tt

« Integrity of the Compar’s financial statement

« Compan’s compliance with legal and regulatory requirerme

» Independent audit’s qualifications and independence; i

» Performance of the Compé’s internal audit function and independent aud

In conducting its oversight function, the Committigcusses with the Company’s internal auditor and
independent auditor, with and without managemestgmt, the overall scope and plans for their reésgeaudits.
The Committee also reviews the Company’s programiskay initiatives to implement and maintain effeet
internal controls over financial reporting and tbscire controls.

The Committee meets with the Company’s head ofnialeaudit, and with the independent auditors, \&itd
without management present, to discuss the resiiteir examinations, the evaluations of the Conyfminternal
controls and the overall quality of the Companysificial reporting. The Committee discusses witmageament
and the independent auditors all annual and qafteancial statements and Management’s Discusaith
Analysis of Financial Condition and Results of CGyiiems prior to their filing with the United Stat8ecurities and
Exchange Commission.

The independent auditor is responsible for perfogn@n independent integrated audit of the Company’s
financial statements and effectiveness of inteeonatrol over financial reporting and issuing anniqn as to
whether the financial statements conform with aotiog principles generally accepted in the Unitéat&s of
America.

The Committee has reviewed and discussed with neanegt the audited financial statements for thafigeal
ended December 30, 2007. The Committee has alsaved and discussed with the independent auditers t
matters required to be discussed by The Public @ampccounting Oversight Board and the Securitias a
Exchange Commission. In addition, the Committeewdised with the independent auditors their indepecel from
management and the Committee has received fromdiependent auditors the written disclosures regliiry
Independence Standards Board Standard No. 1 (Indepee Discussions with Audit Committees).

Based on its review and discussions with managearahthe independent auditors referred to in tkequing
paragraph, the Committee recommended to the Baatdhee Board has approved the inclusion of thetaddi
financial statements for the fiscal year ended bdmmr 30, 2007 in the Company’s Annual Report omd0-K for
filing with the United States Securities and Exap@@ommission. The Committee has also selectedhanBoard
has approved the selection of KPMG LLP as the irddpnt auditor for Fiscal 2008.

Report issued by Basil L. Anderson (Chair), Mich&eD. Garrett, Claudine B. Malone and Edward M.iphi
as the members of the Audit Committee as of th& 23@al year end.
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ADDITIONAL INFORMATION REGARDING
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The following table presents fees for professia@nalit services rendered by KPMG LLP for the autiihe
Company’s annual financial statements for fiscdl28nd 2006, as well as fees for other servicederea by
KPMG to the Company during fiscal 2007 and 2006.

2007 2006
Audit Fees(L $4,055,500  $4,074,00!
Audit-Related Fees( $ 125,50 $ 108,00(
Tax Fees(3 $1,234,000  $1,163,00
All Other Fees — —
Total Fees $5,415,000  $5,345,00!

(1) Audit fees consist of work related to the integdeaeidit of the Company’s consolidated financialesteents
and effectiveness of internal control over finahoigorting. Audit fees also include consultatiams
accounting and reporting matters, as well as werkegally only the independent auditor can reasgnadl
expected to provide, such as statutory audits am# im connection with filings with the United S¢at
Securities and Exchange Commissi

(2) Audit-Related Fees consist of fees for audits of findrst&ements of employee benefit plans and agrped
procedures report

(3) Tax Fees consist of fees for tax consultation amccompliance services rendered to the Comg

The Audit Committee has considered whether theipimv of the approved non-audit services by KPMG is
compatible with maintaining KPMG's independence had concluded that the provision of such seniges
compatible with maintaining KPMG's independence.

Policy on Audit Committee Pre-Approval of Audit Sewices and Permissible Non-Audit Services of the
Independent Registered Public Accounting Firm

Consistent with the rules and regulations of thiddhStates Securities and Exchange Commissiondiegga
auditor independence, the Audit Committee has mesipdity for appointing, setting compensation &ord
overseeing the work of the independent registetddigaccounting firm (hereafter referred to asitidependent
auditor). In fulfilling this responsibility the AudCommittee has established a policy to pre-appmii/audit and
permissible non-audit services to be provided lgyitidependent auditor.

Prior to engagement of the independent auditotiferfiscal year, management of the Company sulbimitse
Audit Committee for the Committee’s pre-approval:

« A description of, and estimated costs for, the psagl audit services to be provided by the indep@nde
auditor for that fiscal yea

» A description of, and estimated costs for, the psagl non-audit services to be provided by the iaddent
auditor for that fiscal year. These non-audit ss¥siare comprised of permissible audit-relatedatakother
services, and descriptions and estimated costsrap@sed for these permissible -audit services

Audit and permissible non-audit services whichmmeapproved by the Audit Committee pursuant ts thi
review may be performed by KPMG during the fisoady During the course of the year managementdiiesitly
reports to the Audit Committee on the audit and-aodit services which are being provided to the Gany
pursuant to these pre-approvals.

In addition to pre-approving all audit and pernbsinon-audit services at the beginning of thedfigear, the
Audit Committee has also instituted a procedurgHlerconsideration of additional services thateadisring the
course of the year for which the Company desirestain KPMG. For individual projects with estimatiees of
$75,000 or less which have not previously beengprgroved by the Audit Committee, the Chair of thediA
Committee is authorized to pre-approve such sesvitke Chair of the Committee reports any serwidgish are
pre-approved in this manner to the full Audit Cortiee at its next meeting. Any proposed additiomajgets with
an estimated cost of more than $75,000 must begpesved by the full Audit Committee prior to thegagement
of KPMG.
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OTHER BUSINESS

Management knows of no other matters that may ésepted to the Meeting. However, if any other matte
properly comes before the Meeting, or any adjoumtrtieereof, it is intended that proxies in the ampanying form
will be voted in accordance with the judgment @& gersons named therein.

IMPORTANT NOTICE REGARDING DELIVERY OF SHAREHOLDER DOCUMENTS

In accordance with a notice sent to certain stmaate shareholders of our Common Stock who shargkes
address, only one copy of the Notice of availapiht proxy materials on the Internet or proxy matsrfor the year
ended December 30, 2007 is being sent to that ssldrdess we received contrary instructions frojnsdrareholde
at that address. This practice, known as “housémgildis designed to reduce our printing and postegsts.
However, if any shareholder residing at such amesfdwishes to receive a separate copy of thicéldtie proxy
statement or our Annual Report on Form 10-K forythar ended December 30, 2007, he or she may ¢dtdaen
Warren, Senior Vice President of Investor Relatidtasbro, Inc., 1027 Newport Avenue, Pawtucket,d@higland
02862, phone (401) 431-8697, and we will deliveisthndocuments to such shareholder promptly upaiviag the
request. Any such shareholder may also contadinwestor Relations Department using the above conta
information if he or she would like to receive seqta Notices of the availability of proxy materials the Internet ¢
proxy statements and annual reports in the futtigeu are receiving multiple copies of our Notiegnual report or
proxy statement, you may request householdingéarfuture by contacting Investor Relations at thérasls set forth
above.

COST AND MANNER OF SOLICITATION

The cost of soliciting proxies in the accompanyfioign has been or will be borne by the Company dditgon
to solicitation by mail, arrangements will be madéh brokerage houses and other custodians, nosies
fiduciaries to send proxies and proxy materiahtgirt principals and the Company will reimburse thfemany
reasonable expenses incurred in connection thdreWilie Company has also retained Morrow & Co., lth@id in
the solicitation of proxies at an estimated cos}&DO00 plus reimbursement of reasonable oyteafket expenses.
addition to use of mail, proxies may be solicitgbifficers and employees of the Company or of Maré Co.,
LLC in person or by telephone.

It is important that your shares be representeédeaMeeting. If you are unable to be present is@eryou are
respectfully requested to vote by Internet, bypk@ne or by marking, signing and dating a proxy @atdrning it in
as promptly as possible. No postage is requirethifed in the United States.

By Order of the Board of Directors
Barry Nagler
Secretary

Dated: April 9, 2008

Pawtucket, Rhode Island

59




Table of Contents

Appendix A

HASBRO, INC. STANDARDS FOR DIRECTOR INDEPENDENCE

MARCH 4, 2004

The following are the standards that will be emphkbypy the Hasbro, Inc. (the “Company”) Board ofe@iors
in determining issues of director independenceyantsto the Sarbanes-Oxley Act of 2002 and applcabes of
the New York Stock Exchange. For purposes of tisémadards (i) the Company is meant to include nit Hasbro
Inc., but all of its subsidiaries and divisionsddii) a director's immediate family is deemed malude the directos
spouse, parents, children, siblings, mothers athetfs-in-law, sons and daughters-in-law and brsthed
sisters-in-law, and anyone else (other than empk)y@ho resides in the director’'s home.

The Board of Directors (the “Board”) must affirmagly determine that the director has no material
relationship with the Company (either directly sraapartner, shareholder or officer of an orgaianathich
has a relationship with the Company). The Compaittiydigclose this determination in compliance wétth
applicable rules and regulatiol

No director who is an employee (or whose immediateily member is an employee) of the Company ca
independent until at least three years after sughi@/ment has ende

No director who is affiliated with or employed byr (vhose immediate family member is affiliatec
employed in a professional capacity by) a presefdroner internal or external auditor of the Compaan
be independent until at least three years afteetigeof either the affiliation or the employmentaoiditing
relationship.

No director can be independent if he or she diyemtlindirectly receives from the Company any fee
compensation other than that which is related gatehis or her service as a member of the Boamaherof
its committees. A director who accepts any consgjtadvisory or other compensatory fees from the
Company other than in this connection will not baesidered independent. The same prohibition appligs
respect to members of a dire¢ s immediate family

No director who (or whose immediate family memhbe@mployed as an executive officer of anothertg
where any of the Company’s present executives santhat entity’s compensation committee can be
independent until at least three years after tlieodisuch service or employment relationsl|

No director who is an executive officer or an enyple (or whose immediate family member is an exeel
officer) of an entity that makes payments to oerees payments from the Company for property orises
in amount which, in any single fiscal year, excetngsgreater of $1 million or 2% of such entity’s
consolidated gross revenues, can be independehtiwae years after falling below such thresh:

No director who is performing, or is a partner, nbem officer, director or employee of any en
performing, paid consulting, legal, investment hagkcommercial banking, accounting, financial advy
or other professional services work (“professiswlices”) for the Company can be independent thrile
years after such services have ended. Similagyetban be no independence if a dir€'s immediate familh
member is performing, or is an executive officeptirer senior executive of an entity performing,
professional services for the Company, until thyears after such services have eni

Additional Relationships to Consider in DeterminingDirector Independence

The following are suggested parameters that thedBoas agreed to consider in determining whetlbregtor
has a material relationship or affiliation with tBempany that would impact a finding of independaerita director
satisfies all of the criteria set forth below it wd suggest that the director, absent other contransiderations, do
not have a material relationship with the Compamy ia independent. If a director fails to satishear more of the
criteria set forth below, further Board inquiry agidcussion is needed to determine if the dirdloéera material
relationship with the Company or may be found irefegent.
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Business and Professional Relationships of Directorsand Their Family Members

« The director is not currently providing personadind has not provided personally within the pasdtyears
property, goods or services (other than servicesraember of the Board or any committees thereaf)e
Company or any of its executive office

* No member of the direct's immediate family is currently providing persogabr has provided personally
within the past three years, property, goods orises (other than services as an unpaid interheof t
Company) to the Company or any of its executivecefs.

« The director is not currently receiving personadlyd has not received personally within the pastetlyears,
property, goods or services from the Company. Binegoing requirements do not apply to compensation,
services or goods paid or provided to the direstdely in connection with the directsrservice on the Boa
or any committees thereof, including $1,000 or keggar in the Company’s products which may bergtee
the director or one or more of the dire’'s family members as a director bene

* No member of the direct's immediate family is currently receiving persdgabr has received personally
within the past three years, property, goods orises from the Company, excluding the de minimus
Company product benefit mentioned above. The fareg@equirements do not apply to unpaid internships
provided to a member of the direC's immediate family

« The director is not an executive officer or emplepé any entity to which the Company was indebteahg
time within the past three years or which was indélto the Company at any time within the pastdiyears
in an amount that exceeded at the end of any semhtlie greater of (i) 2% of such entity’s consatidl
assets or (ii) $1,000,00

Compensation

» Notwithstanding the restriction described abovéhwitspect to direct or indirect receipt of consglf
advisory or other compensatory fees other thamimection with Board or committee service, arranges
between the Company and (i) entities affiliatedhwtite director or (ii) immediate family membersioé
director, which may be deemed to provide a fornndirect compensation to the director, will notuksn a
loss of status as an independent director provédet relationships do not violate the requiremeatgorth
above.

Charitable Relationships

« The director is not an executive officer or an esgpk of an entity that has received charitablerdmrttons
from the Company in excess of $100,000 in any efgst three fiscal yeal

« No member of the direct's immediate family is an executive officer of amtity that has received charitable
contributions from the Company in excess of $100,@0any of the past three fiscal ye:

Stock Ownership

« The director’s stock ownership, as determined toetance with the rules of the SEC as applied to
preparation of proxy statements, does not exceedfi¥ie Compar’s outstanding stocl

Other Family Relationships

« The director is not related to any other membeahefCompany’s board of directors or any officettadf
Company.

A-2




Table of Contents

002C¢-1640¢




Table of Contents

A A TSR RRTRNIE 1257

- 000000000.000000 ext 000000000.000000 ext
aooom 000000000.000000 ext 000000000.000000 ext
MR A SAMPLE 000000000.000000 ext 000000000.000000 ext
DESIGMATION (IF AMNY) . . A
ADD 1 Electronic Voting Instructions
;:rrrr; % You can vote by Internet or telephone!
r‘r_;n _,_] Available 24 hours a day, 7 days a week!
ADD & Instead of mailing your proxy, you may choose one of the two voting
ADD B methods outlined below to vote your proxy.

VALIDATION DETAILS ARE LOCATED BELOW IN THE SHADED TITLE BAR.
III|||II|I|II|III|II|IIIIII||IIIIIIIIl||II|II|I|IIIII|I|IIIII|

Proxies submitted by the Internet or telephone must be received by 1:00
a.m., Central Time, on May 22, 2008.

Iil Vote by Internet
¢ Log on to the Internet and go to

www.investorvote.com/has
 Follow the steps outlined on the secured website.

==
Vote by telephone
« Call toll free 1-800-652-VOTE (8683) within the United

States, Canada & Puerto Rico any time on a touch tone
telephone. There is NO CHARGE to you for the call.

Using a black ink pen, mark your votes with an X as shown in this  Follow the instructions provided by the recorded message.
example. Please do not write outside the designated areas.

Annual Meeting Proxy Card C0123456789 12345

V IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. ¥

IEMIE lection of Directors For Terms Expiring in 2009 — The Board of Directors recommends avote  FOR all the nominees listed.

1. Nominees: For  Withhold For  Withhold For  Withhold

01 - Basil L. Anderson D 02 - Alan R. Batkin D 03 - Frank J. Biondi, Jr. D +

04 - Kenneth A. Bronfin D 05 - John M. Connors, Jr. 06 - Michael W.O. Garrett

07 - E. Gordon Gee D 08 - Brian Goldner 09 - Jack M. Greenberg

O 000
O 000
O 0O 4
O0O00
O 0O 4

10 - Alan G. Hassenfeld D 11 - Edward M. Philip 12 - Paula Stern

13 - Alfred J. Verrecchia D D

IElCompany Proposal — The Board of Directors recommends avote ~ FOR Proposal 2.

For Against Abstain
2. Ratification of KPMG LLP as the Company’s independent D D D 3. To transact such other business as may properly come before the Annual
registered public accounting firm for the 2008 fiscal year. Meeting and any adjournment or postponement thereof.

IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A, B AND D ON BOTH SIDES OF THIS CARD.

C 1234567890 JNT
[ | 1UPX 017463 1
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Dear Fellow Shareowner:

You are cordially invited to attend the 2008 Annual Meeting of Shareholders of Hasbro, Inc. to be held at 11:00 a.m. on Thursday, May 22, 2008, at 1027
Newport Avenue, Pawtucket, Rhode Island. The accomp  anying Notice of Annual Meeting and Proxy Statement contain detailed information as to the
formal business to be transacted at the meeting.

Your Vote Matters. Whether or not you plan to attend the 2008 Annual M eeting, it is important that your shares be voted. Please follow the instructions
on the other side of this proxy card. You may, of ¢ ourse, attend the 2008 Annual Meeting and vote in p  erson, even if you have previously voted. | am
looking forward to seeing you there.

Sincerely,

Alan G. Hassenfeld
Chairman of the Board

V IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. ¥

HASBRO, INC.
1027 Newport Avenue +
Pawtucket, Rl 02862

Annual Meeting of Shareholders — May 22, 2008
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned acknowledges receipt of the Notice of Annual Meeting of Shareholders and Proxy Statement of Hasbro, Inc. (the “Company”) and hereby
appoints ALAN G. HASSENFELD and ALFRED J. VERRECCHIA and each of them, with full power of substitution to each of them, as attorneys and proxies to
appear and vote all of the shares of Common Stock standing in the name of the undersigned at the Annual Meeting of Shareholders of the Company to be held on
May 22, 2008 at 11:00 a.m. at 1027 Newport Avenue, Pawtucket, Rhode Island, and at any adjournment thereof.

UNLESS OTHERWISE SPECIFIED, THIS PROXY WILL BE VOTE D “FOR” THE NOMINEES LISTED IN PROPOSAL 1 AND “FOR” PROPOSAL 2 AND IN
SUPPORT OF MANAGEMENT ON SUCH OTHER BUSINESS AS MAY PROPERLY COME BEFORE THE MEETING OR ANY ADJOURNMEN TS THEREOF.

PLEASE MARK ON REVERSE SIDE AND SIGN AND DATE BELOW AND PROMPTLY MAIL IN THE ENCLOSED ENVELOPE.
CONTINUED ON REVERSE SIDE AND TO BE SIGNED BELOW
YOUR VOTE IS IMPORTANT
Non-Voting ltems

Change of Address — Please print new address below.

Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below
Please sign exactly as name(s) appears hereon. Joint owners should each sign. When signing as attorney, executor, administrator, corporate officer, trustee,
guardian, or custodian, please give full title.

Date (mm/dd/yyyy) — Please print date below. Signature 1 — Please keep signature within the box. Signature 2 — Please keep signature within the box.

[

[ | IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A, B AND D ON BOTH SIDES OF THIS CARD. +



