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Dear Shareholder:

It is my pleasure to invite you to attend the 2007 Annual Meeting of Shareholders to be held at 10:00 a.m. on
Tuesday, October 30, 2007, at the Doubletree Hotel & Conference Center, 16625 Swingley Ridge Road, Chesterfield,
Missouri. In addition to the formal items of business to be brought before the meeting, members of management will
review Angelica s performance and answer your questions.

This booklet includes the Notice of Annual Meeting of Shareholders, as well as the Proxy Statement which
describes the business that will be acted upon at the annual meeting. Your proxy card is also enclosed. We encourage
you to read this Proxy Statement and take a moment to vote your shares as soon as possible as it is important that your
shares are represented, no matter how many shares you own. We also encourage you to read the Annual Report to
Shareholders for the fiscal year ended January 27, 2007. It includes information about Angelica, as well as our audited
financial statements. A copy of our Annual Report was previously sent to you or is included with this Proxy
Statement. You can also find it posted online at www.angelica.com. A return envelope for your proxy card is enclosed
for your convenience. Shareholders of record also have the option of voting by using a toll-free telephone number or
via the Internet. Instructions for using these services are included on the proxy card.

Thank you for your continued support of Angelica. I look forward to seeing you on October 30, 2007.

Sincerely,
Stephen M.
O Hara
President
and Chief
Executive
Officer

October 4, 2007
424 South Woods Mill Road
Chesterfield, Missouri 63017-3406
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424 South Woods Mill Road
Chesterfield, MO 63017-3406

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

Date: Tuesday, October 30, 2007

Time: 10:00 a.m.

Place: Doubletree Hotel & Conference Center
16625 Swingley Ridge Road

Chesterfield, Missouri
Matters to be voted on:

1. Election of three directors to serve for a one-year term;

2. Ratification of appointment of Deloitte & Touche LLP as Angelica s independent registered public accounting
firm for fiscal year 2007; and

3. Any other matters properly brought before the meeting or any adjournment thereof.
This Proxy Statement and proxy card were distributed to shareholders on or about October 4, 2007. Only Angelica
stockholders of record at the close of business on September 10, 2007, the record date, will be entitled to vote at the
meeting. Please vote in one of the following ways:

e use the toll-free number shown on your proxy card;

e visit the website shown on your proxy card to vote via the Internet; or

® mark, sign, date and return the enclosed proxy card in the enclosed postage-paid envelope.

By order of the Board of Directors,

Steven L. Frey

Vice President, General Counsel and Secretary
October 4, 2007

St. Louis, Missouri

Whether or not you expect to attend the annual meeting, please date, sign and promptly return the enclosed proxy
in the accompanying envelope, which requires no postage if mailed in the United States. Shareholders of record
also have the option of voting by telephone or Internet, as described on the proxy card.

1
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ANGELICA CORPORATION
PROXY STATEMENT
FOR THE 2007 ANNUAL MEETING OF SHAREHOLDERS

This proxy statement is being furnished to holders of common stock, par value $1.00 per share, of Angelica
Corporation ( Angelica ,the Company , we or us ).Proxies are being solicited on behalf of the Board of Directors of
Angelica (the Board of Directors or Board ) to be used at the 2007 Annual Meeting of Shareholders (the annual
meeting or meeting ) to be held at the Doubletree Hotel & Conference Center, 16625 Swingley Ridge Road,
Chesterfield, Missouri on Tuesday, October 30, 2007 at 10:00 a.m., local time, for the purposes set forth in the Notice
of Annual Meeting of Shareholders. This proxy statement contains information about the matters to be voted on at the
Annual Meeting and the voting process, as well as, information about our directors and officers.

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING

Q. Why am I Receiving the Proxy Materials?

A. You are receiving the proxy materials because you are a shareholder of Angelica as of the record date
and are entitled to vote at the annual meeting. The Board of Directors is soliciting proxies, to be voted at
the annual meeting. This proxy statement summarizes information you need to know to grant a proxy, or
to vote at the annual meeting.

Q. Who Can Vote?

A. Shareholders of Angelica as of the close of business on September 10, 2007, the record date, are entitled
to vote at the annual meeting. On September 10, 2007, 9,586,941 shares of our common stock were
issued and outstanding. Each share of common stock is entitled to one vote on each matter to be
considered at the meeting.

Q. What am I Voting On?
A. You are voting on two items:
1. Election of three directors for a term of one year:

Don W. Hubble
John J. Quicke
Ronald N. Riner, M.D.

2. Ratification of appointment of Deloitte & Touche LLP as Angelica s independent registered
public accounting firm for fiscal year 2007.

Q. What Are the Voting Recommendations of the Board of Directors?
A. The Board recommends the following votes:
1. FOR each of the director nominees; and

2. FOR ratification of the appointment of Deloitte & Touche LLP as Angelica s independent
registered public accounting firm for fiscal year 2007.
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Will Any Other Matters Be Voted On?

At the time this proxy statement was printed, we knew of no other matters to be presented or acted upon at
the meeting. Under our bylaws, no business other than that stated in the meeting notice may be transacted at
any meeting of shareholders unless the matter is properly delivered to our Corporate Secretary in the manner
set forth in this proxy statement under the heading Information About Shareholder Proposals. If any other
matter is presented at the meeting on which a

2
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vote may properly be taken, the shares represented by valid proxies will be voted in accordance with the
judgment of the person or persons designated as proxies on the proxy card.

Q. What is the Quorum Requirement for the Meeting?

A. A majority of the issued and outstanding shares determined on September 10, 2007, must be represented in
person or by proxy in order to have a quorum for voting on items at the annual meeting. If you vote, your
shares will be part of the quorum.

Q. How Many Votes Do I Have?

A. You may vote all of the shares of Angelica common stock that you owned at the close of business on
September 10, 2007, the record date for the annual meeting. These shares include:

¢ shares held directly in your name as the shareholder of record;

¢ shares held for you as the beneficial owner through a broker, bank or other nominee in street name;
and

e shares credited to your account in the dividend reinvestment plan and employee benefit plans held in custody
by the trustee, UMB Bank, N.A., and your 401(k) savings plan account held in custody by the trustee, Fidelity
Management Trust Company.

The enclosed proxy card shows the number of shares that you are entitled to vote. If you receive more than
one proxy card, it is an indication that your shares are registered differently and are in more than one account. Sign
and return all proxy cards to ensure that all of your shares are voted. To provide better shareholder services, we
encourage you to have all accounts registered in the same name(s) and address. You may do this by contacting our
transfer agent, UMB Bank, N.A. at 1-800-884-4225. Shareholders do not have the right to cumulative voting in
the election of directors. Your individual vote is confidential and will not be disclosed to third parties. Q. What
is the Difference Between Holding Shares as a Shareholder of Record and as a Beneficial Owner? A. Many
shareholders hold their shares through a broker, bank or other nominee in street name rather than directly in their own
name. As summarized below, there are some distinctions between shares held of record and those owned beneficially.

Shareholders of Record If your shares are registered directly in your name with the transfer agent, UMB
Bank, N.A., you are considered, with respect to those shares, the shareholder of record, and these proxy materials are
being sent directly to you. Beneficial Owner If your shares are held in a stock brokerage account or by a
bank or other nominee, you are considered the beneficial owner of shares held in street name , and these proxy
materials are being forwarded to you by your broker or nominee which is considered, with respect to those shares, the
shareholder of record. As the beneficial owner, you have the right to direct your broker how to vote and are also
invited to attend the meeting. However, since you are not the shareholder of record, you may not vote these shares in
person at the meeting unless you bring with you a legal proxy from the shareholder of record. Your broker or nominee
has enclosed a voting instruction card for you to use in directing the broker or nominee how to vote your shares.

3
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How Do I Vote by Proxy?

Registered shareholders may vote by telephone, Internet or mail. Telephone and Internet voting information is
provided on the proxy card. A proxy control number, located on the proxy card, is designed to verify your
identity, allow you to vote your shares and confirm that your voting instructions have been properly recorded.
Voting by telephone or Internet will help us reduce costs.

Voting by telephone In the U.S. and Canada, you may call toll-free 1-888-693-8683. Telephone voting is
available 24 hours a day, 7 days a week until 6:00 a.m., EST, October 30, 2007. If you vote by telephone, you
do not need to return your proxy card.

Voting by Internet  You may also choose to vote via the Internet at www.cesvote.com. Internet voting is
available 24 hours a day, 7 days a week until 6:00 a.m., EST, October 30, 2007. If you vote via the Internet,
you do not need to return your proxy card.

Voting by mail If you choose to vote by mail, simply mark your proxy card, date and sign it, and return it to
the Proxy Tabulator in the postage-paid envelope provided.

If your shares are held in street name, you should follow the voting instructions on the form provided by your
broker, bank or other nominee. The availability of telephone and Internet voting will depend on their voting
processes.

May I Revoke My Proxy?

You may revoke your proxy:
by submitting another proxy by telephone, Internet or mail;
by notifying our Corporate Secretary in writing before the meeting that you have revoked your proxy; or
by voting by ballot at the meeting.

How Do Proxies Work?

The Board of Directors is asking for your proxy. By submitting your proxy to us, you authorize the persons
designated as proxies by the Board to vote your shares at the meeting in the manner you direct. You may vote
for all, some or none of the nominees for director. You may also vote for or against, or abstain from voting on,
the proposal to ratify Deloitte & Touche LLP as our independent registered public accounting firm for fiscal
year 2007. If you return your signed proxy card but do not indicate your voting preferences, the designated
proxies will vote, on your behalf, FOR each of the nominees for director, and FOR the proposal to ratify
Deloitte & Touche LLP as our independent registered public accounting firm for fiscal year 2007.

What Vote is Required to Approve Each Proposal?

Each outstanding share of our common stock on the record date is entitled to one vote for each director to be
elected at the annual meeting and one vote on each proposal presented at the annual meeting. A majority of the
issued and outstanding shares entitled to vote must be represented at the meeting in person or by proxy in order
to have a quorum. If a quorum is present at the meeting, then the affirmative vote of a majority of shares

present in person or represented by proxy and entitled to vote on the election of directors is required to elect
directors. As a result, a designation on your proxy that you are withholding authority for a nominee or
nominees will have the effect of a vote against the nominee or nominees. Broker non-votes are not counted for

9
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the purposes of determining the number of shares present in person or represented by proxy in the election of

directors and do not have an effect on the results of the vote for the election of
4
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directors. A broker non-vote occurs when a nominee holding shares for a beneficial owner does not vote on a
particular proposal because the nominee does not have discretionary voting power with respect to that item and
has not received instructions from the beneficial owner. A designation on the proxy that you are withholding
authority to vote for a nominee or nominees will be counted, but broker non-votes will not be counted (unless
voted on one or more of the proposals), for the purpose of determining the number of shares represented at the
meeting for purposes of determining whether a quorum of shares is present.

The ratification of the appointment of Deloitte & Touche LLP as our independent registered public accounting
firm for fiscal year 2007 requires the affirmative vote of a majority of the votes cast on the proposal. An
abstention will be counted as a vote cast and will have the effect of a vote cast against the proposal. A broker
non-vote will have no effect on the proposal to ratify Deloitte & Touche LLP as our auditors.

Proxies will be inspected and tabulated by UMB Bank, N.A., our transfer agent.
Q. Who Can Attend the Annual Meeting?

A. All Angelica shareholders as of the close of business on September 10, 2007 may attend. When you vote,
indicate if you plan to attend the meeting. You will need proof of ownership to be admitted to the meeting if
you are a beneficial owner of common stock held by a broker, bank or other nominee. A recent brokerage
statement or letter from a bank or broker are examples of proof of ownership. If you want to vote your common

stock held in street name in person, you will have to obtain a proxy in your name from the registered holder.
k sk ok

Information Regarding Settlement with Pirate Capital and Certain of Its Affiliates

On July 2, 2007, Jolly Roger Fund LP ( Jolly Roger ), a hedge fund managed by Pirate Capital LLC ( Pirate
Capital ), notified the Company of its intent to make a proposal at the annual meeting seeking a nonbinding resolution
that the Board of Directors immediately engage a nationally recognized investment banking firm to explore all
strategic alternatives (outside of the ordinary course of business) to increase shareholder value, including, but not
limited to, the sale of Angelica Corporation, sales of assets or another extraordinary transaction.

On July 17,2007, the Company delivered a letter to Jolly Roger (the July 17 Letter ) and publicly disclosed in a
Current Report on Form 8-K filed with the SEC (the July 17 8-K ) that Angelica, since February 21, 2006, had retained
the investment banking firm of Morgan Joseph & Co. Inc. ( Morgan Joseph ) to assist the Company s board of directors
with a review and exploration of strategic alternatives. The range of such alternatives being considered included all of
the alternatives referenced in the Jolly Roger Fund LP s shareholder proposal. The Company also indicated that, on
July 17, 2007, the Board approved the continued engagement of Morgan Joseph, and requested that Jolly Roger
withdraw its shareholder proposal. Failing such a withdrawal, the Company indicated that it would submit to the
Securities and Exchange Commission (the SEC ) a request for a no-action letter allowing the Company to exclude the
shareholder proposal from the Company s proxy statement for the annual meeting.

On July 18, 2007, in a letter (the July 18 SEC Letter ) to the Staff of the SEC, the Company sought concurrence of
the SEC Staff that it would take no action if the Company excluded the shareholder proposal from its proxy statement
for the annual meeting. The basis of the Company s request to exclude the shareholder proposal was Rule 14a-8(i)(10)
of the Exchange Act, which permits a registrant to omit

11
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proposals that have been substantially implemented, as that term has been interpreted by the SEC. The Staff concurred
with the Company that the proposal of Jolly Roger could be excluded on that basis.

On August 30, 2007, Jolly Roger notified the Company, in accordance with the Company s By-Laws, of its intent
to nominate Thomas R. Hudson Jr. and Christopher Kelly to the Board at the annual meeting and to solicit proxies on
behalf of such nominations.

On September 19, 2007, the Company announced that the Board had authorized Morgan Joseph to pursue a
possible sale of the Company. In addition, the Company announced that the Board approved the separation of the
roles of Chairman of the Board and Chief Executive Officer. This separation of roles followed the Board s review of
the issue which was conducted pursuant to its settlement agreement with Steel Partners II LP, which is described more
fully below. Following the approval of the separation of the Chairman and Chief Executive Officer roles, the Board
elected Ronald Kruszewski as non-executive Chairman of the Board and John Quicke as Vice Chairman. Stephen M.
O Hara continued as President and Chief Executive Officer of the Company.

That same day, Pirate, Jolly Roger, Jolly Roger Activist Portfolio Company Ltd., Mr. Hudson and Mr. Kelly
(collectively, the Pirate Group ) filed a preliminary proxy statement on Schedule 14A, pursuant to which it announced
its intention to solicit proxies in support of their nominees for election to the Board.

In view of the actions taken by the Board to pursue a sale of the Company and the separation of the roles of
Chairman of the Board and Chief Executive Officer, the Pirate Group agreed, on September 24, 2007, to withdraw
their proxy solicitation for the election of two nominees to the Board and not to nominate or solicit proxies for any
other persons for election to the Board at the annual meeting. In connection with this settlement, the Company will
incur costs of approximately $33,169, inclusive of the Company s attorneys fees and the costs related to the
reimbursement of a portion of the Pirate Group s attorneys fees.

* ok ok

INFORMATION CONCERNING THE ELECTION OF DIRECTORS
(Proposal 1 on the Proxy Card)

Structure of the Board

The Board of Directors is currently fixed at eight directors divided into two classes of three directors each, and
one class of two directors. Previously, the directors in each class served three-year terms, with the term of office of
one class expiring at each annual meeting of shareholders. Vacancies on the Board may be filled by persons elected by
a majority of the remaining directors. A director elected by the Board to fill a vacancy or a new directorship created by
an increase in the size of the Board serves until the shareholders meeting that the class of directors to which such
director has been appointed is to be next presented for election by the shareholders. Under Angelica s bylaws,
generally the number of directors is fixed, and may be increased or decreased from time to time by resolution of the
Board of Directors.

Effective as of August 30, 2006, we amended our bylaws to declassify our Board of Directors on the phased-in
basis described below. The bylaw amendment provides that directors elected prior to our 2007 Annual Meeting of
Shareholders may continue to serve for the remaining duration of their respective three-year terms. Directors elected
at or after the 2007 Annual Meeting of Shareholders will be elected for a one-year term of office. The effect of the
amendment is that as of the 2009 Annual Meeting of Shareholders and thereafter, the Board of Directors will be
completely declassified and all directors will be elected annually to a one-year term. We have also agreed with our
largest shareholder that the number of directors serving on our Board of Directors will not exceed eight prior to the
conclusion of the 2008 Annual Meeting of Shareholders.

12
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Our Board of Directors has nominated three individuals, each of whom is currently a director, for election as
directors at the meeting. Don W. Hubble, John J. Quicke and Ronald N. Riner, M.D. have each been nominated for
election to serve a one-year term expiring in 2008.

All of our directors, with the exception of Stephen M. O Hara, are non-employee directors. Our Board believes
that all of the non-employee directors act independently from management and do not have any relationships that
would interfere with their free exercise of judgment. All of the non-employee directors are eligible to serve on the
Audit Committee, the Corporate Governance and Nominating Committee and the Compensation and Organization
Committee. Because of his position as President and Chief Executive Officer of the Company, Mr. O Hara is not an
independent director.

Directors James R. Henderson and John J. Quicke were each appointed to the Board of Directors effective August
30, 2006 pursuant to the terms of a settlement agreement dated as of the same date, between us, Steel Partners L.L.C.
and Steel Partners II, L.P. ( Steel ). Steel is the largest shareholder of our common stock. As part of the settlement
agreement, we also agreed to declassify our Board of Directors and limit the size of our Board of Directors as
described above. In addition, Steel agreed as part of the settlement agreement to restrict certain of its actions with
respect to transactions involving the Company or our assets or stock. In particular, Steel agreed, among other things,
that subject to certain exceptions it will not, and will cause each of its affiliates and associates (as such terms are
defined under the Securities Exchange Act of 1934) not to, (1) acquire beneficial ownership of our voting securities in
excess of 19.99% of our then current outstanding voting securities, (2) effect, propose, assist, encourage or otherwise
participate in a tender or exchange offer (except in response to a hostile tender or exchange offer commenced by a
non-affiliated or non-associated third party), merger or sale of a substantial portion of our assets or other extraordinary
transaction involving us, or a solicitation of proxies or an election contest; (3) propose any matter for submission to
our shareholders or call or seek to call a meeting of our shareholders; (4) form or join a group (as such term is defined
under the Securities Exchange Act of 1934) in connection with the voting of our voting securities or (5) take action
that seeks to affect the control of our management or our Board of Directors; except in each case with respect to
certain permitted actions as directors and certain permitted actions relating to the nomination and election of up to
three individuals nominated by Steel for election as directors at the annual meeting.

We agreed to certain corporate governance changes, including consideration of the separation of the roles of the
Chairman of the Board and the Chief Executive Officer. Our Board reevaluated this issue and elected Ronald J.
Kruszewski as non-executive Chairman of the Board and Mr. Quicke as Vice Chairman of the Board, effective as of
September 18, 2007.

We also agreed to abstain from taking certain anti-takeover actions prior to the conclusion of the annual meeting,
including amending procedures for director nominations or shareholder proposals or changing the qualification for
members of the Board of Directors. In addition, we reimbursed Steel for $75,000 of its attorneys fees associated with
the settlement agreement and the nominations and proposals of Steel for presentation at the 2006 Annual Meeting of
Shareholders. We and Steel agreed not to sue one another with respect to conduct preceding August 30, 2006.

We also agreed to allow Steel to designate another person to fill the directorship of either Mr. Henderson or Mr.
Quicke for the remaining term of the directorship in the event of a vacancy and to re-nominate and recommend the
re-election of Steel s director designees at the annual meeting and 2008 Annual Meeting of Shareholders as long as
Steel does not propose a slate of directors for election at these meetings. Steel will also have the right to designate one
of its director designees for appointment to the Compensation and Organization Committee and, if established in the
future, any executive committee or special committee if the subject matter to be considered would not involve an
actual conflict of interest with Steel. In addition, we agreed that if Steel and its affiliates and associates did not run an
election
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contest for the Board of Directors at the annual meeting, we would not extend our rights plan beyond its current
scheduled expiration date of September 7, 2008 unless such an extension is either approved by a majority of the Board
of Directors (including one Steel director designee) or approved by the holders of a majority of our voting securities.
The parties have agreed that if Steel gains Board representation of four directors, we and Steel will maintain a 50%
split between Steel director designees and Board director designees in the event of a vacancy until the 2008 Annual
Meeting of Shareholders.

Except for the agreements described in the immediately preceding paragraph, which terminate at the conclusion
of the 2008 Annual Meeting of Shareholders, the provisions of the settlement agreement (other than the covenant
restricting litigation and confidentiality provisions) terminate at the conclusion of the annual meeting.

The settlement agreement between us and Steel was filed as Exhibit 10.1 to our Form 8-K filed with the Securities
and Exchange Commission on September 5, 2006. More information with respect to these agreements can be obtained
by reference to this Form 8-K and its exhibits.

The Board is not aware that any nominee named in this proxy statement is unwilling or unable to serve as a
director. If, however, a director is unable to stand for election, the Board may, by resolution, fix the number of
directors to provide for a lesser number of directors or designate a substitute. In the latter event, shares represented by

proxies which do not indicate voting preferences will be voted for the substitute nominee.

The affirmative vote of a majority of shares present in person or represented by proxy and entitled to vote on the
election of directors is required to elect the nominees for director.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE ELECTION OF DON W.
HUBBLE, JOHN J. QUICKE AND RONALD N. RINER, M.D. AS DIRECTORS FOR TERMS ENDING IN
2008.

Information concerning each of the directors standing for election or continuing in office is presented below.

Nominees for One-Year Terms Ending in 2008

Director: DON W. HUBBLE

Employment: Mr. Hubble served as our non-executive Chairman of the Board from February 2004 to January
2006. Mr. Hubble joined Angelica Corporation as Chairman, President and Chief Executive
Officer in January 1998 and served in that capacity until September 2003 when he relinquished
the titles of President and Chief Executive Officer. In January 2004, Mr. Hubble retired as
executive Chairman.

Directorships: Trustee of Johnson and Wales University.

Corporate Governance and Nominating Committee effective February 16, 2007; Special Finance
Committees: Committee

Age: 68

Director since: 1998
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JOHN J. QUICKE

Mr. Quicke has served as an Operating Partner of Steel Partners, Ltd., a management and
advisory company that provides management services to Steel Partners II, L.P. and its affiliates,
since September 2005. He has served as Chairman of the Board of NOVT Corporation, a former
developer of advanced medical treatments for coronary and vascular disease, since April 2006
and served as President and Chief Executive Officer of NOVT from April 2006 to November
2006. He has served as a director of WHX Corporation, a holding company, since July 2005 and
as a Vice President since October 2005. He served as a director, President and Chief Operating
Officer of Sequa Corporation (Sequa), a diversified industrial company, from 1993 to March
2004, and Vice Chairman and Executive Officer of Sequa from March 2004 to March 2005. As
Vice Chairman and Executive Officer of Sequa, Mr. Quicke was responsible for the Automotive,
Metal Coating, Specialty Chemicals, Industrial Machinery and Other Product operating segments
of the company. From March 2005 to August 2005, Mr. Quicke occasionally served as a
consultant to Steel Partners II and explored other business opportunities.

Director of WHX Corporation; Chairman of NOVT Corporation.

Mr. Quicke was elected Vice Chairman of the Board, effective September 18, 2007.
58

2006

RONALD N. RINER, M.D.

Dr. Riner is President of The Riner Group, Inc., a healthcare advisory and consulting firm, which
he founded in 1980.

None

Audit Committee; Corporate Governance and Nominating Committee
58

2005
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Directors to Continue in Office Until 2008

Director:

Employment:

Directorships:

Committees:

Age:

Director since:

Director:

Employment:

Directorships:

Committees:

Age:

Director since:

JAMES R. HENDERSON

Mr. Henderson has served as a Vice President of Steel Partners, Ltd., a management and advisory
company that provides management services to Steel Partners II, L.P. and its predecessor, since
August 1999. He has served as a director and Chief Executive Officer of WebFinancial
Corporation, a commercial and consumer lender, since June 2005, as President and Chief
Operating Officer since November 2003, and was the Vice President of Operations from
September 2000 through December 2003. Mr. Henderson has served as a Director of the
WebBank subsidiary of WebFinancial, an FDIC Insured, State of Utah Industrial Loan
Corporation, since March 2000, Acting Chief Executive Officer of WebBank from November
2004 until May 2005 and as Chairman of WebBank since November 2004. He has also served as
President of Gateway Industries, Inc., a provider of database development and website design
and development services, since December 2001. Mr. Henderson served as acting Chief
Executive Officer of ECC International Corp., a manufacturer and marketer of computer
controlled simulators for training personnel to perform maintenance and operator procedures on
military weapons, from July 2002 until March 2003, and as a director from December 1999 until
September 2003.

Director of BNS Holdings, Inc., SL Industries, Inc., WebFinancial Corporation; Chairman of Del
Global Technologies Corp. and WebBank.

Compensation and Organization Committee effective September 19, 2006
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2006

CHARLES W. MUELLER

Mr. Mueller is the Retired Chairman and Chief Executive Officer of Ameren Corporation and its
subsidiaries, Union Electric Company (d/b/a AmerenUE), a local electric utility, and Ameren
Services Company, positions in which he served from 1998 until December 31, 2003. Mr.
Mueller also served as President of Union Electric Company from 1993 until 2001 and as its

Chief Executive Officer from 1994 until 2001.

Director of Ameren Corporation; former director and Chairman of the Federal Reserve Bank of
St. Louis.

Audit Committee (Chairman) effective September 5, 2006; Compensation and Organization
Committee until February 16, 2007; Corporate Governance and Nominating Committee
(Chairman)
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Directorships:
Committees:
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Director since:
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KELVIN R. WESTBROOK

Mr. Westbrook has been Chairman and Chief Strategic Officer since October 2006 of
Millennium Digital Media Systems, L.L.C. (successor to and former affiliate of Millennium
Digital Media, L.L.C. (MDM)), a broadband services company, which he co-founded in May
1997 (resigned effective October 5, 2007). Previously, he served as President and Chief
Executive Officer of MDM.

Director of Archer Daniels Midland Company and Stifel Financial Corp.

Audit Committee; Compensation and Organization Committee (Chairman)

52

2001

Directors to Continue in Office Until 2009

Director:

Employment:

Directorships:

Committees:

Age:

Director since:

RONALD J. KRUSZEWSKI

Mr. Kruszewski has been Chairman of Stifel Financial Corp. and its subsidiary Stifel, Nicolaus &
Company, Incorporated, a full service brokerage investment banking firm since April 2001, and
has served as President and Chief Executive Officer since September 1997.

Chairman of Stifel Financial Corp., Stifel, Nicolaus & Company, Incorporated.

Audit Committee (Chairman) until September 5, 2006; Special Finance Committee (Chairman);
Corporate Governance and Nominating Committee until February 16, 2007; Compensation and
Organization Committee effective February 16, 2007. Mr. Kruszewski was Lead Director from
September 5, 2006 to September 18, 2007, when he was elected non-executive Chairman of the
Board.
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Director: STEPHEN M. O HARA

Employment: Mr. O Hara was Chairman of Angelica Corporation from January 29, 2006 to September 18,
2007, and has served as Chief Executive Officer since September 2003. He also served as
President from September 2003 to June 2005 and was reappointed as President effective October
2006. Mr. O Hara was Chairman and Chief Executive Officer of Rawlings Sporting Goods
Company, Inc., a seller of athletic equipment and uniforms, from November 1998 to Rawlings
sale in March 2003. Mr. O Hara continued as Chief Executive Officer of Rawlings after its sale
from March 2003 to September 2003.

Directorships: None

Committees: Special Finance Committee
Age: 52

Director since: 2000

CORPORATE GOVERNANCE PRINCIPLES AND
DIRECTOR INDEPENDENCE

Corporate Governance Guidelines

The Board has adopted corporate governance guidelines that are published on the Internet at www.angelica.com.
The guidelines are reviewed annually by the Board s Corporate Governance and Nominating Committee which is
responsible for overseeing the guidelines and reporting and making recommendations to the Board concerning
corporate governance matters.

Director Independence

It is critical that the Board of Directors reflect a substantial degree of independence from management, both in
fact and in appearance. Accordingly, while the Board of Directors will determine, from time to time, the number of
employee directors that will be permitted, a substantial majority of the Board of Directors will remain independent
directors. For a director to be considered independent, the Board must determine that the director does not have any
direct or indirect material relationship with the Company. The Board of Directors has established corporate
governance guidelines to assist it in determining director independence in accordance with the independence
requirements in the New York Stock Exchange listing rules. The portion of the guidelines that relate to director
independence is set forth below. The Board of Directors has determined that Messrs. Henderson, Kruszewski,
Mueller, Quicke, Riner, Westbrook, and, effective February 16, 2007, Mr. Hubble, satisfy the New York Stock
Exchange s independence requirements and our independence guidelines. In making the independence determinations,
the Board of Directors reviewed all of our directors relationships with the Company based primarily on a review of the
responses of the directors to questions regarding employment, business, familial, compensation and other relationships
with the Company and its management.

In addition to applying our corporate governance guidelines, the Board of Directors will consider all relevant facts
and circumstances in making an independence determination, and not merely from the standpoint of the director, but
also from that of persons or organizations with which the director has an affiliation. Independence depends not only
on the personal, employment and business relationships of each director, but also upon the Board of Director s overall
relationship with, and attitude toward,

12
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management. Providing objective, independent judgment is at the core of the Board of Director s oversight
responsibilities. The Board of Directors and each outside director will reflect this independence.

In making the determination that Messrs. Henderson and Quicke were independent, the Board of Directors
considered certain payments made to Steel under the terms of the settlement agreement between us and Steel.
Pursuant to the settlement agreement, we reimbursed Steel for $75,000 of attorney fees that it incurred in connection
with the settlement agreement and the matters covered thereby, including the nominations and proposals withdrawn
by Steel for the 2006 Annual Meeting of Shareholders. The Board of Directors determined that these payments do not
affect the independence of Messrs. Henderson and Quicke.

Under the guidelines, the following factors are applied in evaluating whether a member of the Board of Directors
satisfies the New York Stock Exchange independence requirements:

¢ Has the director been employed by the Company in an executive capacity during the past three year period?

e |s the director, or any entity with which he or she is affiliated, compensated by the Company (aside from his
or her role as a director), or by any member of management, as an advisor or consultant?

e |s the director affiliated with a significant customer or supplier of the Company?

e |s the director, or any entity with which he or she is affiliated, under contract to provide personal or
professional services to the Company or to any member of management?

e |s the director affiliated with any particular not-for-profit organization to which the Company makes
significant contributions?

® Has the director had a business relationship with the Company during the past three year period (other than his
or her role as a director), which the company is, or will be, required to disclose publicly to the Securities and
Exchange Commission, or otherwise?

¢ |s the director employed by any publicly-traded corporation for which a member of the Company s
management serves as a director?

® Has the director had a relationship with any affiliate of the Company of the types described above?
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¢ |s the director an executive officer or an employee of a company that makes payments to, or receives
payments from, the Company for property or services in an amount which, in any single fiscal year, exceeds
the greater of $1 million or 2% of such other company s consolidated gross revenues during the past three year
period?

¢ |s the director a member of the immediate family of any person who has had a relationship with the Company
or any of its affiliates, of the types described above?

An affirmative finding that any of the above factors exists could place into doubt, either in fact or appearance,
whether a particular director exhibits the requisite degree of independence. It is a responsibility of the Board to
regularly assess each director s independence and to take appropriate actions in any instance where the requisite
independence has been compromised.

Meetings and Committees of the Board

Our Board of Directors meets throughout the year on a set schedule, and also holds special meetings and acts by
written consent from time to time as appropriate. The independent directors hold regularly scheduled sessions where
they meet without management, without inside directors and without non-management directors who do not meet
New York Stock Exchange or SEC criteria for independence.

13
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These sessions are held either immediately before or following each Board meeting, and the Lead Director in office at
the time of the session, or the non-executive Chairman, presides over these sessions. Mr. Mueller was Lead Director
from January 29, 2006 to September 5, 2006; Mr. Kruszewski was Lead Director from September 5, 2006 to
September 18, 2007, when he was elected as non-executive Chairman of the Board; Mr. Quicke was elected Vice
Chairman of the Board, also on September 18, 2007. Board members have access to senior executive members of
management to discuss particular matters for which the Board or a committee is responsible. During fiscal 2006, the
Board met twelve times and various committees of the Board met a total of 13 times. All Directors attended 100% of
the Board and committee meetings which they were eligible to attend.

In order to fulfill its responsibilities, our Board delegates to its three standing committees and any special
committees the authority to consider certain matters and report to the Board with appropriate recommendations. To

enhance the effectiveness of the committees:

® The Audit, Compensation and Organization, and Corporate Governance and Nominating Committees are
composed entirely of independent, non-employee directors.

® Reports of committee activities are given at each Board meeting following committee action.

e Written charters are in place for the Audit, Compensation and Organization and Corporate Governance and
Nominating Committees, and also for the Special Finance Committee.

Descriptions of the principal functions of the committees are as follows:

Audit Committee

Members: Charles W. Mueller (Chair), Ronald N. Riner, and Kelvin R. Westbrook. Ronald
J. Kruszewski was Chair and a member of the Committee until September 5,
2006. All members are independent directors.

Number of Meetings in fiscal Five

2006:

Functions: In compliance with its charter, the Audit Committee reviews our auditing,

accounting, financial reporting and internal control functions and monitors
compliance with our Code of Conduct and Ethics. This Committee is solely
responsible for the appointment, compensation, oversight and termination of our
independent registered public accounting firm and the pre-approval of audit and
non-audit services. The Board of Directors has determined that Charles W.

Mueller is an audit committee financial expert as defined in Item 407(d)(5)(ii) of
Regulation S-K promulgated under the Securities Exchange Act of 1934, as
amended. See page 25 for the Report of the Audit Committee for the fiscal year
ended January 27, 2007. The Audit Committee Charter is attached as Appendix

A to this proxy statement.

Compensation and Organization Committee
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Members:

Number of Meetings in fiscal
2006:

Kelvin R. Westbrook (Chair), James R. Henderson and Ronald J. Kruszewski.
All members are independent directors.

Four

14
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Functions:

In accordance with its charter, the Compensation and Organization Committee
reviews and approves executive and director compensation and employee benefit
plans and programs, including their establishment, modification and
administration. The role of the Compensation and Organization Committee for
the fiscal year ended January 27, 2007 is described in greater detail in the
Compensation Discussion and Analysis beginning on page 26.

Corporate Governance and Nominating Committee

Members:

Number of Meetings in fiscal
2006:

Functions:

Charles W. Mueller (Chair), Ronald N. Riner and Don W. Hubble. Mr. Hubble
was appointed to the Committee effective February 16, 2007. All members are
independent directors.

Four

In accordance with its charter, the Corporate Governance and Nominating
Committee recommends nominees for election as director, recommends
nominees for Board committee appointment, considers nominees for director
recommended by shareholders and recommends candidates for appointment as
corporate officers. Any shareholder wishing to nominate a candidate for director
at a shareholder meeting must comply with the procedures described under
Information About Shareholder Proposals in this proxy statement. The
committee identifies potential nominees from various sources, including
soliciting recommendations from our directors and officers, prominent business
people and others. Individuals recommended by shareholders are evaluated in
the same manner as other potential nominees. The committee expects a high
level of commitment from Board members. In identifying and evaluating
nominees for director the committee considers, among other things, each
candidate s integrity, accountability, financial literacy, career specialization,
relevant technical skills, diversity and the extent to which the candidate would
fill a present need on the Board of Directors, including the candidate s ability to
devote sufficient time to Board and committee meetings in light of other Board
service. The committee reviews whether a potential candidate meets Board
and/or committee membership requirements imposed by law, regulation or stock
exchange rules, determines whether a potential candidate is independent
according to standards for evaluating director independence (described on pages
12 and 13) and evaluates the potential for any conflict of interest between the
director and Angelica. Each nominee for election at the Annual Meeting was
recommended to the Board by the Corporate Governance and Nominating
Committee. Annually, the committee also reviews our corporate governance
guidelines and oversees an evaluation of the Board of Directors and its

committees.
15
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Special Finance Committee

Members: Ronald J. Kruszewski (Chair), Don W. Hubble and Stephen M. O Hara
Number of Meetings in fiscal None

2006:

Functions: In accordance with its charter, the Special Finance Committee advises and

consults with the Board and management with respect to significant financial
matters, including, but not limited to, financial and tax policies, dividend
policies, stock repurchase policies, our capitalization and debt structure, and
acquisition criteria.

Attendance of Directors at Annual Meetings

Generally, the members of the Board of Directors have attended our annual meetings of shareholders in the past,
and are generally expected to continue to do so in the future. Accordingly, we have not deemed it necessary to adopt a
formal policy with respect to such attendance. All of the members of our Board of Directors attended our 2006 Annual
Meeting of Shareholders.

Board of Directors Code of Conduct and Committee Charters

We have adopted a Code of Conduct and Ethics that applies to our directors, senior executives and financial
officers. This code, as well as our corporate governance guidelines and charters relating to our Audit Committee,
Compensation and Organization Committee and Corporate Governance and Nominating Committee, are available free
of charge from our website at www.angelica.com, or may be obtained by any shareholder upon request and without
charge by making a written or telephone request to Investor Relations, Angelica Corporation, 424 South Woods Mill
Road, Chesterfield, MO 63017-3406, Telephone: (314) 854-3800. Any waivers or changes to the Code of Conduct
and Ethics will be disclosed on our website.

Compensation Committee Interlocks and Insider Participation

During fiscal year 2006, the following individuals served as members of the Compensation and Organization
Committee: Susan S. Elliott, James R. Henderson, Charles W. Mueller and Kelvin R. Westbrook, Chairman. Ms.
Elliott resigned as a director and as a member of the Compensation and Organization Committee on August 30, 2006.
Mr. Henderson was appointed to the Committee effective September 19, 2006; Mr. Mueller stepped down as a
member of the Committee effective February 16, 2007; and Ronald J. Kruszewski was appointed to the Committee,
also effective February 16, 2007. None of the members of the Compensation and Organization Committee was an
officer or employee of the Company or any of its subsidiaries during fiscal 2006 or any prior period. None of our
executive officers served as a director or member of a compensation committee of any other entity, whose executive
officers served as a director or member of our Compensation and Organization Committee.

Each member of the Compensation and Organization Committee listed above is or was an independent director.
Communications with the Board of Directors

The process established by the Board of Directors for shareholders to communicate with the Board or with any
director, including the Lead Director or the non-executive Chairman at the executive sessions of the non-management
directors or the non-management directors as a group, is for shareholders and other interested parties to send written

communications to the Board or to any of its directors by sending such communications in care of the Corporate
Secretary, Angelica Corporation, 424 South Woods Mill
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Road, Chesterfield, MO 63017-3406. All such communications will be compiled and relayed promptly to the Board or
the individual director as appropriate.

Alignment with Stockholder Interests

Each director is expected to represent the interests of all shareholders, and not those of any particular shareholder
or any special interest group. A substantial portion of director compensation is generally linked to our stock
performance. In addition, the Board supports and oversees employee compensation programs that are closely linked to
business performance and emphasize equity ownership. For more details, see the Compensation Discussion and
Analysis beginning on page 27.

Compensation of Directors

The following table summarizes the compensation paid by the Company to non-employee directors for the fiscal
year ended January 27, 2007.

Fees
Earned
or Paid in Stock Option All Other
Cash?® Awards Awards Compensationm Total
Name $) PDE)($) D6)($) $) &)
(a) (b) (c) Gy (® (h)
Susan S. Elliott® $ 8,060 $ 29,471« $ 3,206 $ 2,681 $ 67,125
$ 23,707®
James R. Henderson $ 17,132 $ 17,132
Don W. Hubble $ 10,210 $ 12,268 $ 2,341 $ 46,669
$ 21,8500
Ronald J. Kruszewski $ 17,424 $ 15,4529 $ 2,782 $ 78,276
$ 42,6185
Charles W. Mueller $ 19,317 $ 34,7514 $ 2,560 $ 6,626 $ 75,522
$ 12,2680
William A. Peck® $ 7,260 $ 29,4719 $ 3,206 $ 2,531 $ 66,175
$ 23,707
John J. Quicke $ 16,232 $ 16,232
Ronald N. Riner $ 14,552 $ 11,349¢ $ 1,390 $ 49,289
$ 21,9984
Kelvin R. Westbrook $ 19,327 $ 12,268¢ $ 2,560 $ 4,109 $ 64,361
$ 26,0975
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(1) Stephen M. O Haraisa named executive officer and as such, information about the compensation that he received
for his services to the Company is included in the Compensation Discussion and Analysis and Compensation
Tables for Fiscal 2006 sections of this proxy statement.

(2) Cash compensation earned by directors for meeting fees during the fiscal year. See footnote 5 for annual board
retainer fees paid in shares of common stock. Included in the amounts for Messrs. Henderson and Quicke are the
cash values of $12,032 each, comprised of a quarterly retainer payment of $5,000, and a 600-share stock grant,
valued at $7,032 each on the annual retainer date, as described below in Additional Information about Director
Compensation.

(3) The amounts shown in columns (c) and (d) above represent the dollar amounts recognized for financial statement
reporting purposes in fiscal 2006 with respect to the stock and option awards included in the Company s financial

statements for fiscal 2006 per SFAS 123(R). See Note 2 to the
17
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consolidated financial statements included in the Form 10-K for a discussion of the relevant assumptions used in
calculating grant date fair value pursuant to SFAS 123(R). In addition, the numbers for Ms. Elliott and Dr. Peck
include the additional amounts recognized related to restricted stock grant and retainer shares distributed to them
upon acceleration of the vesting dates of such stock to the effective date of their retirement as well as the
accelerated vesting of then outstanding stock option grants, as discussed below in Additional Information About
Director Compensation.

(4) Pursuant to the 2004 Equity Incentive Plan for Non-Employee Directors, each non-employee director generally
receives an annual stock grant of 600 shares of restricted stock on the date of the annual retainer date, except for
Messrs. Henderson and Quicke, who receive the value of the grant in cash, as described below in Additional
Information About Director Compensation. Shares vest at the rate of one-third of the shares granted on the first,
second and third anniversary dates of the grant and are distributable upon vesting. The grant date fair value for
each of these grants for fiscal 2006 was $11,262. As of January 27, 2007, the aggregate number of stock awards
outstanding was: Mr. Hubble, 1,800 shares (1,200 unvested; 600 vested); Mr. Kruszewski, 2,200 shares (1,334
unvested; 866 vested); Mr. Mueller, 3,000 shares (1,200 unvested; 1,800 vested); Dr. Riner, 1,600 shares (1,266
unvested, 334 vested); and Mr. Westbrook, 2,500 shares (1,200 unvested; 1,300 vested). See footnote 3 for
additional information regarding amounts shown for Ms. Elliott and Dr. Peck.

(5) Pursuant to the 2004 Equity Incentive Plan for Non-Employee Directors, generally each non-employee director
receives 100% of his annual board retainer fee in the form of shares of common stock, based upon the fair market
value of the stock on the annual retainer date, except for Messrs. Henderson and Quicke, who receive the value of
the retainer in cash, as described below in Additional Information About Director Compensation, and in footnote
2. The retainer shares vest at a rate of 10% per month over a ten-month period following the annual retainer date.
The grant date fair value of shares of restricted stock in lieu of annual board retainer fee was: Ms. Elliot, $19,990;
Mr. Hubble, $19,990; Mr. Kruszewski, $44,476; Mr. Mueller, $36,983; Dr. Peck, $19,990; Dr. Riner, $21,998;
and Mr. Westbrook, $26,473. As of January 27, 2007, the aggregate number of retainer shares outstanding, both
vested and unvested, was: Mr. Hubble, 3,936 shares; Mr. Kruszewski, 4,831 shares; Mr. Mueller, 12,662 shares;
Dr. Riner, 2,003 shares; and Mr. Westbrook, 7,334 shares. See footnote 3 for additional information regarding
amounts shown for Ms. Elliott and Dr. Peck.

(6) No stock options have been granted under the 2004 Equity Incentive Plan for Non-Employee Directors. The
aggregate number of stock options outstanding as of January 27, 2007, was: Mr. Mueller, 12,000; and Mr.
Westbrook, 4,600. The existing options were granted under the 1994 Non-Employee Directors Stock Plan which
is now terminated.

(7) Consists of dividends paid in fiscal 2006 on both vested and unvested stock grants and retainer shares (as
described in footnotes 4 and 5 above). Dividends are paid at the same dividend rate paid to all shareholders of
common stock.

(8) Ms. Elliott and Dr. Peck resigned effective August 30, 2006.
Additional Information About Director Compensation

We structure director compensation to attract and retain non-employee directors and to further align the interests
of directors with the interest of the shareholders by linking a meaningful portion of their compensation to stock
performance. In setting director compensation, we consider the significant amount of time that our directors expend in
fulfilling their duties to the Company as well as the skill-level required by the Company of members of the Board.
Due to provisions in the terms of the Settlement Agreement dated August 30, 2006, between us and Steel Partners,
Mr. Henderson and Mr. Quicke will receive all of their director compensation in the form of cash payments. For those
forms of director compensation that are payable in shares of our common stock, Messrs. Henderson and Quicke will
be paid a cash amount
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computed by multiplying the number of shares that would otherwise be issued to them as non-employee directors by
the average of the high and low prices per share of our stock on the New York Stock Exchange on the date that shares
are granted to the other non-employee directors. Mr. O Hara does not receive compensation for serving as a director.
Mr. Mueller served as Lead Director from January 29,2006 until September 5, 2006; and Mr. Kruszewski was
appointed Lead Director September 5, 2006 and served until September 18, 2007 when he was elected non-executive
Chairman of the Board. Non-employee directors are compensated as follows:

Basic Retainer Each non-employee director receives a base retainer of $20,000 per year.

Additional Retainers Our Lead Director receives an additional retainer of $10,000 per year for his services. The
non-executive Chairman receives an additional $10,000 retainer per year. The chair of the Audit Committee and the
chair of the Special Committee receives an additional retainer of $10,000 per year for their services on such
committees. The chair of each other committee and each Audit Committee and Special Committee member receives
an additional retainer of $2,000 per year for their services on such committees. The additional retainer amounts are
added to the base retainer for each position held. The Special Committee was disbanded effective August 30, 2006,
because its purpose had been fulfilled upon the execution of the settlement agreement with Steel Partners. Effective
September 18, 2007, Mr. Kruszewski transitioned from Lead Director to non-executive Chairman of the Board.

Meeting Fees In addition, directors also receive $1,250 for each in-person meeting of the Board of Directors.
Fees for telephonic meetings are $450. Directors receive $700 for each in-person meeting of committees on which the
director serves if the committee meeting is on the same day as a Board meeting and $1,000 for each such meeting if
the meeting is not on the same day as a Board meeting.

Expense Reimbursement The Company also pays for the ordinary and necessary out-of-pocket expenses
incurred by the non-employee directors for attendance at Board and committee meetings.

Total annual cash compensation received by our non-employee directors, therefore, is determined by the number of
committee and Board meetings conducted and attended each year.

2004 Equity Incentive Plan for Non-Employee Directors. The 2004 Equity Incentive Plan for Non-Employee
Directors was approved by the shareholders, and became effective, on May 25, 2004. Under this plan, generally each
non-employee director receives 100% of his or her annual board retainer fee in the form of shares of common stock
based upon the fair market value of the stock on the annual retainer date. A portion of the shares received as the
annual board retainer fee under the plan will be forfeited if the director serves less than ten months after the annual
retainer date. Generally, new non-employee directors receive, upon initial election to the Board, 400 shares of
common stock. The Compensation and Organization Committee may award restricted stock and impose whatever
conditions to vesting it determines to be appropriate. The Compensation and Organization Committee generally
awards 600 shares of restricted stock to each non-employee director on the date of the annual retainer date. Stock
granted under the plan, other than shares granted as the annual board retainer fee, is forfeitable until earned out. Shares
vest at the rate of one-third of the shares granted on the first, second and third anniversary dates of each grant. As the
2004 Equity Incentive Plan for Non-Employee Directors expressly states, its purpose is two-fold: to attract and retain
non-employee directors and to solidify the common interest of the directors and shareholders in enhancing the value
of our common stock. Where the primary purpose of the retainer fees paid to each of our directors is to attract
qualified individuals as directors of the Company, the annual grant of 600 shares of restricted stock to each director,
with vesting occurring over a three-year period, is intended to not only encourage retention of those qualified
individuals as directors but, also, to increase annually the degree to which each director s interests are more fully
aligned with those of our shareholders.
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Non-qualified options to purchase shares of common stock may be granted to non-employee directors at an
exercise price not less than 100% of the fair market value on the date of grant. Options become exercisable and expire
at the times and on the terms established by the Compensation and Organization Committee. Awards of stock units
may be issued to non-employee directors on the terms and conditions established by the Compensation and
Organization Committee, except that each restricted stock unit will initially have a value equal to one share of our
common stock on the grant date. Upon vesting of a stock unit, a non-employee director will be entitled to receive from
us an amount equal to the then fair market value of a share of our common stock. No options or stock units have been
granted under this plan.

The Board expects to continue to emphasize restricted stock awards to non-employee directors over non-qualified
stock options through the award of 600 shares of restricted stock annually to each director. This is consistent with our
philosophy to emphasize performance-based restricted stock awards for employees instead of stock options for
long-term incentives.

William A. Peck, M.D. and Susan S. Elliott resigned from our Board effective August 30, 2006. On September
19, 2006, in recognition of their respective contributions to the Company, the Board of Directors approved the
acceleration of the vesting dates for 1,945 shares of restricted stock and for options for 500 shares of stock held by
each of Dr. Peck and Ms. Elliott to the effective date of their retirement. These accelerated shares of restricted stock
were immediately distributed to Dr. Peck and Ms. Elliott. Each of the accelerated option grants will be exercisable
until August 31, 2008.

Deferred Compensation Option Plan for Non-Employee Directors. Three current directors, Messrs.
Westbrook, O Hara and Kruszewski, have elected to participate in the Deferred Compensation Option Plan for
Non-Employee Directors. Upon election to the Board, a director may, at his or her election, defer $5,000 to $10,000 of
Board meeting and committee meeting fees annually for a period not to exceed four years. In exchange, the director is
entitled to receive at retirement, a retirement benefit payment payable over 15 years following his or her retirement.
The amount of the retirement benefit is a function of the amount of compensation deferred and certain actuarial
factors. Mr. Westbrook has completed his deferrals.

During his service as a non-employee dire