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CNOOC Limited
(Incorporated in Hong Kong with limited liability under the Companies Ordinance)
(Stock Code: 883)

2007 ANNUAL RESULTS ANNOUNCEMENT
CHAIRMAN’S STATEMENT
Dear shareholders,

It is again time for me to report on our annual results. I am honored to report to you that during last year, CNOOC
Limited has once again fulfilled our targets set at the beginning of the year.

Our net production for the year increased by 2.6% to 171 million barrels-of-oil-equivalent (BOE); our proven reserves
amounted to 2.6 billion BOE, with a reserve replacement ratio of 142%; our net profit was approximately RMB31.3
billion. The board of directors (the “Board”) has proposed a final dividend of HK$0.17 per share.

The figures speak for themselves, demonstrating that CNOOC Limited has fulfilled its commitments, enhanced
corporate values, and managed to maintain a stable track in maximizing shareholders’ return. You can be proud of your
investment on CNOOC Limited while I am also honored about our remarkable results.

Nevertheless, we will not stop with what we have achieved. Enhancing corporate value and shareholders’ return is only
one of our goals, although it has always been the most important one. I sincerely hope that in addition to enhancing

the Company’s intrinsic value and creating value for shareholders, CNOOC Limited can contribute to the industry’s
well-being and development, and further dedicate our efforts to address the energy needs of humanity and the
community.

I would like to take this opportunity to share my thoughts with you so as to further increase your understanding of
CNOOC Limited.
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Creator of corporate value and shareholders’ value

Since our listing, CNOOC Limited has been committed to maximize our corporate value and shareholders’ value. Over
the past seven years, the Company has adhered to this principle with perseverance in various business practices, and
reiterated this principle on various internal and external occasions.

2007 was another year of growth in corporate value and shareholders’ value. During the year, due to high oil prices, the
market had high expectations on CNOOC Limited’s performance, and the Company continued to live up to their
expectations.

We will not be satisfied to benefit solely from strong oil price and leave our corporate value to the hands of oil price
only. We further hope to fully demonstrate our value by realising our growth potentials. In the past year, as always,
we strived to optimize the Company fundamentals, to explore and further demonstrate our intrinsic value through
discovering and revealing our potentials.

During the year, the Company continued to make positive progress in all business segments:

Exploration is fundamental for survival and growth of upstream oil companies. In 2007, upholding the tradition, the
Company continued to invest substantial human resources and capitals in this segment, and made 12 commercial
discoveries. Our reserve replacement ratio again maintained at more than 100%. In addition, the Company brought 5
new projects on stream successfully.

Despite the continued high oil price, promising results of explorations and smooth production, we still pursued to
tighten our cost control in an environment of increasing inflationary pressure and overall surge in costs within the
industry. During the period, the Company maintained its competitive cost structure, leaving more room for growth in
shareholders’ value.

In 2007, we were pleased to see that the market has continued to uncover CNOOC Limited’s value at a steady pace.
During the year, the oil price grew by 57.2%, and our share price increased by 79.7% .

In the future, CNOOC Limited will work hard to increase corporate value and generate more returns for shareholders.
We will allocate more capital on exploration, so as to conduct more seismic data collection and drilling activities. To
ensure the Company’s long-term growth, we will increase efforts on basic research and regional research aiming at
significant discoveries, and strive to achieve even greater breakthrough. With respect to development and production,
we will comprehensively utilize new technologies, maintain high and stable production of existing fields, and enhance
oil recovery ratio.

We will devote great efforts on developing natural gas business, by fully capitalizing on China’s market potentials and
leveraging on our existing advantages in the LNG market.
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Contributor to industry progress

There are many century-old companies in the oil industry, compared with them, CNOOC Limited is a rather young
company.

As such, CNOOC Limited has been a learner for relentless improvement and reforms since its establishment. In her
growth history, we have adopted advanced western technology and learned the business model of industrial leaders.
With all these efforts, we are transforming ourselves into a capable and efficient oil company with global
competitiveness.

However, as a player in the industry, we sincerely hope that we can also make our own contribution to the industry
advancement and development rather than only being a follower.

In 2007, the successful restart of Liuhua 11-1 oilfield marked an important step towards this target. Needlessly to say,
this restart meant a lot to our production, and also demonstrated our capability to overcome challenges. What I would
like to emphasize is the management and technology innovation brought by it to the whole industry.

As you are aware, Liuhua 11-1 oilfield was hit by a typhoon in 2006, and seven anchors and three hoses were broken.
In shallow water, similar damages are not difficult to repair. But for Liuhua 11-1 oilfield, the picking up and repairing
of a 13.5 -inch hose to resume production had to be conducted in waterdepth of over 300 meters. It is hard to find a
precedent under similar operational conditions and requirements.

CNOOC Limited mobilized all available domestic and foreign resources efficiently. With the spirit of innovation, the
company finally managed to resume the production of Liuhua 11-1 oilfield on 27 June 2007 after being shutdown for
more than a year. CNOOC Limited not only set up a good example for the deep water engineering, but also developed
7 advanced proprietary techniques.

The marginal oilfield development technology of the Company has the value of ‘turning waste to treasure’. In 2007, the
commencement of the ‘super-small’ Bozhong 34-3/5 oilfield further proved that the Company had seized a cutting-edge
competitiveness in applying this technology in the industry.

Generally speaking, offshore development costs are higher than those for onshore. To be profitable, newly discovered
reserves should be larger to make an economic discovery. Bozhong 34-3/5 oilfield is located in Bohai Bay, with a
small size and less development value. By introducing a “Three Ones” model, which means using one jacket, one
pipeline and one cable to implement unmanned automatic production, we succeeded in commercially developing such
a marginal field.

My personal experience taught me that technology innovations, management streamline and case sharing could play a
positive role in a company’s growth. I do hope and believe that CNOOC Limited’s experience and lesson learnt from

the restart of Liuhua 11-1 oilfield and development technology of marginal oilfields could bring benefits to the whole
industry.




Edgar Filing: CNOOC LTD - Form 6-K

Energy problem solver

As an energy company with strong sense of responsibility, we always hope to, together with other international energy
players, contribute to tackling global energy problems and particularly the growing demand of China.

In this respect, our efforts are focused on three areas:

Firstly, we strived to increase our reserves and production. When it was listed in 2001, the Company’s reserves and
production were only 1.79 billion BOE and 261.4 thousand BOE per day, respectively. By the end of 2007, such
numbers have reached 2.6 billion BOE and 469.4 thousand BOE per day, representing an increase of 45.3% and
79.6% over the seven years, respectively. In 2001, the Company had only 16 oil and gas fields under production in
offshore China. In 2007, the number of producing fields has reached 58, spreading all over offshore China.

Secondly, we looked for more overseas development opportunities on a value-driven basis. For an oil company
seeking growth, this is an important way leading to greater and faster development.

Indeed, offshore China is our home field of operation. The vast exploration area and relatively lower exploration
intensity mean that focusing on offshore China benefits more to our short-term development. However, I believe that
in seeking for long-term development, CNOOC Limited should not give up any opportunity to go overseas.

Further, I firmly believe that nowadays, with growing demand for energy, in particular for clean energy, CNOOC
Limited’s efforts on value-oriented overseas expansion and a rational exploitation of underground resources for human
beings, together with its endeavor of performing corporate social responsibility to help to meet the global energy
demand, in particular China’s demand, should be supported and encouraged.

Thirdly, we have consistently been engaged in energy conservation, emission reduction and clean energy. Since
November 2007, the wind farm on Suizhong 36-1 oilfield has started to provide electricity for the field’s daily
operation. Such a small shift to wind power alone will reduce carbon dioxide emissions by 3,500 tons per year. Such
use of wind energy on offshore oilfield set up a precedent for the oil and gas industry in China. Among various
CNOOC Limited’s achievements of energy conservation and emission reduction in 2007, it is only a minor point. But I
believe it is a new starting point for the Company in supporting the research and use of new energy and better
performing its mission of environment protection. In addition to Suizhong 36-1 oilfield, we have also applied our
energy conservation and emission reduction policy in many other aspects, from technology innovation,
implementation of “zero discharge” plan, resources recycling, optimization of lighting usage to water flow control. All
these reflect our strong belief and determination of energy conservation and environmental protection, which in turn
will contribute to solving energy problems.
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With a firm and clear mission in mind, CNOOC Limited, full of youthful spirit, will strive to pursue its determined
goals at full pace. I hope that in 2008 and in the future, you will continue your support to CNOOC Limited for
achieving its goals, and join hands with us to turn to a new page of the Company’s development!

Fu Chengyu
Chairman and Chief Executive Officer
Hong Kong, 27 March 2008
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CONSOLIDATED INCOME STATEMENT (AUDITED)
Year ended 31 December 2007
(All amounts expressed in thousands of Renminbi, except per share data)

Notes 2007 2006
REVENUE
Oil and gas sales 5 73,036,906 67,827,953
Marketing revenues 6 17,397,338 20,964,093
Other income 289,587 155,238
90,723,831 88,947,284
EXPENSES
Operating expenses (8,039,603) (6,999,184)
Production taxes (3,497,440) (3,315,661)
Exploration expenses (3,432,419) (1,705,075)
Depreciation, depletion and
amortisation (7,374,469) (6,933,214)
Dismantlement (561,701) (472,269)
Special oil gain levy 7 (6,837,213) (3,981,170)
Impairment losses related to
property, plant and
equipment (613,505) (252,357)
Crude oil and product
purchases 6 (17,082,624) (20,572,935)
Selling and administrative
expenses (1,741,161) (1,543,777)
Others (344,679) (117,301)
(49,524,814) (45,892,943)
PROFIT FROM
OPERATING ACTIVITIES 41,199,017 43,054,341
Interest income 672,987 781,536
Finance costs 8 (2,031,788) (1,832,130)
Exchange gains, net 1,855,968 308,382
Investment income 902,378 613,028
Share of profits of associates 719,039 321,676
Non-operating
income/(expenses), net (6,979) 876,423
PROFIT BEFORE TAX 43,310,622 44,123,256
Tax 9 (12,052,323) (13,196,313)
PROFIT FOR THE YEAR 31,258,299 30,926,943
DIVIDENDS

10
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Independent Registered Public Accounting Firm Fees and
Services

The following table sets forth the aggregate fees billed by
PwC to us during the last two fiscal years:

Fiscal 2010 Fiscal 2009

Audit Fees $ 534,755 $ 547,900
Audit-Related Fees

Tax Fees 16,995 9,995
All Other Fees 10,000
Total Fees $ 551,750 $ 567,895

Audit Fees represent the aggregate fees billed by PwC for
the audit of our annual financial statements included in the
Annual Report on Form 10-K, review of financial statements
included in the Quarterly Reports on Form 10-Q, the audit of
our internal control over financial reporting with the objective
of obtaining reasonable assurance about whether effective
internal control over financial reporting was maintained in all
material respects, and services normally provided by our
independent registered public accounting firm in connection
with statutory and regulatory filings or engagements.

Tax Fees represent the aggregate fees billed by PwC for
tax compliance services.

All Other Fees represent the aggregate fees billed by PwC
for services other than those reported in the above categories.
For fiscal 2009, the nature of services consisted of review and
consultation related to our response to communications from the
SEC.

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

The Audit Committee is responsible for appointing, setting
compensation for and overseeing the work of our independent
registered public accounting firm. The Audit Committee has
established a policy requiring that it pre-approve all audit and
permissible non-audit services provided by the independent
auditor. The Audit Committee considers whether such services
are consistent with SEC rules on auditor independence as well
as whether the independent auditor is best positioned to provide
the most effective and efficient service, for reasons such as
familiarity with our business, staff members, culture, accounting
systems, risk profile and other factors, and input from our
management. The Audit Committee's charter authorizes the
Audit Committee to delegate to one or more of its members the
pre-approval of audit and

14
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permissible non-audit services, provided that those members
report any pre-approvals to the full Audit Committee. Pursuant
to this authority, the Audit Committee has delegated to its Chair
the authority to address any requests for pre-approval of
services between Audit Committee meetings, provided that the
amount of fees for any particular services requested does not
exceed $10,000 and the Chair reports any pre-approval
decisions to the Audit Committee at its next scheduled meeting.
The policy prohibits the Audit Committee from delegating to
management the Audit Committee's responsibility to
pre-approve permitted services of the independent registered
public accounting firm. In addition, the policy prohibits our
auditors from providing internal control-related services to us
unless such engagement has been specifically pre-approved by
the Audit Committee. None of the services related to the Tax
Fees described above was approved by the Audit Committee
pursuant to the waiver of pre-approval provisions set forth in
applicable rules of the SEC.

Regquired Vote

The ratification of the appointment of
PricewaterhouseCoopers LLP as our independent registered
public accounting firm for fiscal 2011 ending January 3, 2012,
requires the affirmative vote of a majority of the shares of
common stock present in person or by proxy and entitled to vote
on the proposal at the Annual Meeting. Abstentions will be
included in the number of shares present and entitled to vote on
this Proposal 3 and, accordingly, will have the effect of a vote
"AGAINST" Proposal 3. Broker non-votes will not be
considered as present and entitled to vote on this Proposal 3.
Therefore, a broker non-vote will not be counted and will have
no effect on this Proposal 3 other than to reduce the number of
affirmative votes required to approve this proposal.

THE BOARD OF DIRECTORS UNANIMOUSLY
RECOMMENDS A VOTE FOR THE RATIFICATION OF
THE SELECTION OF
PRICEWATERHOUSECOOPERS LLC AS THE
COMPANY'S INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM FOR FISCAL 2011, ENDING
JANUARY 3, 2012.

15
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PROPOSAL FOUR
Non-binding Advisory Vote on Executive
Compensation

In accordance with the recently adopted Section 14A of the
Securities Exchange Act of 1934, as amended ("Exchange
Act"), and as a matter of good corporate governance practices,
we are asking our stockholders to approve, on a non-binding,
advisory basis, the compensation of our Named Executive
Officers as disclosed pursuant to the compensation disclosure
rules of the SEC (commonly referred to as a "say-on-pay vote").
Accordingly, you may vote on the following resolution at our
2011 Annual Meeting:

"RESOLVED, that the compensation paid to the
Company's Named Executive Officers as disclosed pursuant to
the compensation disclosure rules of the SEC, including the
Compensation Discussion and Analysis, the accompanying
compensation tables, and the related narrative disclosure
contained in this Proxy Statement, is hereby APPROVED."

As described in detail in the Compensation Discussion and
Analysis section of this Proxy Statement, our compensation
programs are designed to motivate our executives to drive the
success of our Company. We believe that our compensation
programs have played a material role in our ability to achieve
strong financial results, even during difficult economic times,
and to attract and retain a highly experienced, motivated and
successful team to manage our Company. Our compensation
programs, with a balance of short-term incentives (including
performance-based cash bonus awards), long-term incentives
(including stock options and restricted stock awards that
generally vest over five years) and executive stock ownership
guidelines, reward sustained performance that is aligned with
long-term stockholder interests. Stockholders are encouraged to
read the Compensation Discussion and Analysis, the
accompanying compensation tables, and the related narrative
disclosure contained in this Proxy Statement for a full
description of our executive compensation programs.

This vote is advisory only and nonbinding. The Board and
the Compensation Committee, which is comprised solely of
independent directors, will consider the outcome of this vote
when making future executive compensation decisions to the
extent appropriate.

Regquired Vote

The approval of the resolution set forth above requires the
affirmative vote of a majority of the shares of common stock
present in person or by proxy and entitled to vote on the
proposal at the Annual Meeting. Abstentions will be included in
the number of shares present and entitled to vote on this
Proposal 4 and, accordingly, will have the effect of a vote
"AGAINST" Proposal 4. Broker non-votes will not be
considered as present and entitled to vote on this Proposal 4.
Therefore, a broker non-vote will not be counted and will have

13
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no effect on this Proposal 3 other than to reduce the number of
affirmative votes required to approve this proposal.

THE BOARD OF DIRECTORS UNANIMOUSLY
RECOMMENDS A VOTE FOR THE APPROVAL, ON A
NON-BINDING, ADVISORY BASIS, OF THE
RESOLUTION SET FORTH ABOVE.

16
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PROPOSAL FIVE
Non-binding, Advisory Vote on the Frequency of
the
Stockholder Advisory Vote on Executive
Compensation

In accordance with Section 14A of the Exchange Act,
public companies are required to conduct a non-binding,
advisory stockholder vote to approve the compensation of
named executive officers (a "say-on-pay vote") at least every
three years (see Proposal 3 above) and to determine, at least
once every six years, whether the say-on-pay votes will occur
every three, two or one years. In accordance with the Exchange
Act, we are seeking a non-binding, advisory vote from our
stockholders as to whether the frequency of our stockholders'
say-on-pay votes should occur once every three, two or one
years.

Our compensation program is designed to drive long-term
value for our stockholders. Accordingly, we believe it is most
appropriate for stockholders to express their views on our
Named Executive Officers' compensation every three years.
Requiring a vote on a more frequent basis could encourage a
short-term view of compensation and may not provide a
meaningful period of time in which to evaluate the success of
our compensation programs.

While we favor a say-on-pay vote every three years, we
also encourage a dialogue with stockholders and have provided
another method by which stockholders may express their views
about our compensation program, among other matters. Our
Board and Compensation Committee may be contacted at any

time as described in the Stockholder Communications with the
Board of Directors section of this Proxy Statement.

While the results of voting on this proposal are only
advisory and are non-binding upon our Board, we value our
stockholders' opinions and the Board is expected to consider the
results of the vote when determining the frequency of our
stockholders' say-on-pay votes.

Regquired Vote

Our Board recommends that a non-binding, advisory
stockholder vote concerning Named Executive Officer
compensation should occur every three years. The proxy card
provides our stockholders with the opportunity to choose among
four alternatives (i.e., holding the vote every three years, two
years or one year, or abstaining from the vote) and, therefore,
stockholders will not be voting to approve or disapprove the
Board's recommendation. The alternative that receives the
largest number of votes (other than "Abstain") will be
designated the stockholders' preference as to frequency of the
say-on-pay vote.

15



Edgar Filing: CNOOC LTD - Form 6-K

THE BOARD OF DIRECTORS RECOMMENDS A VOTE
FOR EVERY "THREE YEARS" FOR THE FREQUENCY
OF ADVISORY VOTES ON NAMED EXECUTIVE
OFFICER COMPENSATION, WHICH IS ONE OF THE
ALTERNATIVES PRESENTED UNDER ITEM 5 ON THE
PROXY CARD.

16
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BOARD OF DIRECTORS AND
CORPORATE GOVERNANCE

Our Board of Directors and Director Nominees

The names of our current directors and director nominees,
their ages as of the Record Date, and certain other information

are set forth below:

Name
David Overton

Allen J. Bernstein

Alexander L. Cappello

Thomas L. Gregory

Jerome 1. Kransdorf

David B. Pittaway

Agnieszka Winkler(1)

Herbert Simon

6]

Age
65

65

55

75

72

59

65

76

Position
Chairman
of the
Board,
Chief
Executive
Officer

Director

Lead
Director

Director

Director

Director

Director

Director
Nominee

Director Term
Since Expires
1992 2011
2008 2011
2008 2011
1992 2011
1997 2011
2009 2011
2007 2011

Ms. Winkler has notified us that she will not stand for
re-election to the Board of Directors at the 2011
Annual Meeting.

Director Nominees

David Overton co-founded our predecessor company with
his parents, Oscar and Evelyn Overton. He has served as our
Chairman of the Board and Chief Executive Officer since our
incorporation in February 1992.

Allen J. Bernstein is the President of Endeavor Restaurant
Group, Inc. He founded and served as Chairman and Chief

17
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Executive Officer of Morton's Restaurant Group, Inc. from 1989
through 2005 and presently serves as its Chairman Emeritus. He
currently serves on the boards of directors of Caribbean
Restaurants, LL.C; Bravo Brio Restaurant Group; and as
non-executive Chairman of the Board of Perkins & Marie
Callender's, Inc. Previously, Mr. Bernstein served as a director
on the boards of directors of Charlie Brown's Steakhouse,
McCormick & Schmick's Seafood Restaurants, and Dave &
Busters, Inc. He also serves on the board of trustees of the
American Film Institute.

Alexander L. Cappello is Chairman and Chief Executive
Officer of Cappello Capital Corp., a global merchant banking
firm, which has conducted business in over 50 countries where
its principals have completed over $110 billion in transactions.
Mr. Cappello has more than 30 years of global experience in
corporate management, corporate finance, and investment
banking and merchant banking. He currently serves as a Trustee
for the University of Southern California and past President of
its Alumni Association Board of Governors. In addition, he
serves as a Trustee of the City of Hope and as a director of
California Republic Bank and the RAND Corporation Center
for Middle East Public Policy. Mr. Cappello previously served
as Chairman of the International Board of the Young Presidents
Organization and Chairman of Inter-Tel (Delaware),
Incorporated and has served as a director for a number of public
companies prior to their acquisition or privatization, including
Koo Koo Roo, Inc., Cytrx Corp., and Genius Products, Inc.

Thomas L. Gregory has over 50 years of experience in the
food service industry. He served as Vice Chairman of the board
of directors of Sizzler International, Inc., a restaurant chain,
until August 1994. Mr. Gregory served as President, Chief
Executive Officer and a member of the board of directors of
Sizzler from 1982 to 1991, and then served as President of its
successor company until his retirement in 1992.

18
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From 1974 to 1991, he served as Vice President for Collins
Foods International, Inc., a food service company, and retained
such position concurrently with his positions at Sizzler.

Mr. Gregory served as a member of the board of directors of
Regis Corporation, the world's largest chain of retail hair care
operations, from 1996 through October 2010.

Jerome I. Kransdorf has more than 40 years of investment
management experience. He currently serves as President of
JaK Direct, a division of Muriel Siebert & Co., Inc. From 1997
to 2001, Mr. Kransdorf served as Senior Vice President of J. &
W. Seligman & Co. Incorporated, an investment advisory firm.
From 1959 to 1997, he was employed in investment and senior
management positions at Wertheim & Co. and its successor
companies.

David B. Pittaway is Senior Managing Director, Senior
Vice President and Secretary of Castle Harlan, Inc., a private
equity firm. He has been with Castle Harlan since 1987.

Mr. Pittaway also has been Vice President and Secretary of
Branford Castle, Inc., an investment company, since October
1986. From 1987 to 1998, Mr. Pittaway was Vice President,
Chief Financial Officer and a director of Branford Chain, Inc., a
marine wholesale company, where he is now a director and Vice
Chairman. Previously, Mr. Pittaway was Vice President of
Strategic Planning and Assistant to the President of Donaldson,
Lufkin & Jenrette, Inc., an investment banking firm.

Mr. Pittaway is also a member of the boards of directors of
Morton's Restaurant Group, Inc., Perkins & Marie

Callender's Inc., Caribbean Restaurants, LLC, Bravo Brio
Restaurant Group, and the Dystrophic Epidermolysis Bullosa
Research Association of America. He served on the board of
directors of McCormick & Schmick's Seafood Restaurants from
2001 through 2010. In addition, he is a director and co-founder
of the Armed Forces Reserve Family Assistance Fund.

Herbert Simon is the Chairman Emeritus of the board of
Indianapolis-based Simon Property Group, Inc., a member of
the S&P 500 and the largest U.S. publicly-traded real estate
company, and has served on its board since 1993. Throughout
his career, Mr. Simon has maintained a leadership position
within the retail property industry by developing high profile
retail facilities, including, but not limited to, The Forum Shops
at Caesars, Roosevelt Field, and The Fashion Centre at
Pentagon City. Additional diversified business interests beyond
real estate include ownership of the National Basketball
Association's franchise Indiana Pacers. Mr. Simon also served
as the former Chairman of the National Basketball Association's
Board of Governors and continues to serve as a member of such
board. He is also active in numerous community and civic
organizations.

Except as set forth above, each nominee has been engaged
in his or her principal occupation described above during the
past five years. There are no family relationships between any
of our directors or executive officers as defined under SEC and
NASDAQ rules.
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Director Independence

The Board has determined each of the following directors
to be an "independent director" as such term is defined under

SEC and NASDAQ rules and under the Company's Policies and
Procedures Regarding Board of Director Candidates discussed

below in the Director Nominations Process section of this
Proxy Statement: Allen J. Bernstein; Alexander L. Cappello;
Thomas L. Gregory; Jerome I. Kransdorf; David B. Pittaway;
and Agnieszka Winkler. In this Proxy Statement, these six
directors are referred to individually as an "Independent
Director" and collectively as the "Independent Directors." In
addition, the Board has determined that, if elected, Herbert
Simon would qualify as an Independent Director of our
Company.

Board Leadership Structure and Lead Director

Our Chief Executive Officer, David Overton, also serves as
Chairman of our Board. Mr. Overton, who founded the
Company along with his parents, Oscar and Evelyn Overton,
was the driving force behind the creation and opening of The
Cheesecake Factory restaurant concept and has served in a
combined role as
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CEO and Chairman since 1992. We believe this leadership
structure enables Mr. Overton to effectively function as the
critical link between the Board and the operating organization.
It also streamlines communications with and among the Board
on key topics such as our strategic objectives and long-term
direction.

In addition to Mr. Overton's leadership on the Board, we
determined that the appointment of an independent, lead
director ("Lead Director") would be appropriate in order to
establish another layer of Board oversight, share certain
responsibilities with, and facilitate communication between, our
Chairman and our Independent Directors, and continue to
follow best practices in corporate governance. To this end, in
June 2008, the Board adopted a policy regarding the

appointment of a Lead Director one Independent Director who is

selected annually by the Independent Directors. Mr. Cappello
has served as Lead Director since July 2008.

The Lead Director presides at executive sessions of the
Independent Directors, serves as principal liaison between the
Independent Directors and the Chairman of the Board,
coordinates the agenda and materials for meetings of the Board,
advises the Chairman of the Board concerning scheduling of
meetings, makes recommendations to the Chairman of the
Board regarding the retention of advisors and consultants who
report directly to the Board, make recommendations to the
Board and the Chairman regarding significant corporate
governance issues, oversees the Governance Committee's
review of our compliance with corporate governance policies
adopted by the Board, and oversees the annual evaluation of the
Board and its committees. Our policy regarding the
responsibilities of our Lead Director is available on our website.
For information on where to access this document, please see

the section below entitled Corporate Governance Principles
and Guidelines; Corporate Governance Materials Available on
Our Website.

Role of Board of Directors in Risk Oversight

Our Board retains responsibility for oversight of risks
related to our operations. While the Audit Committee of the
Board monitors risks related to our financial statements, the
Board has determined that oversight of enterprise-wide risk
should remain with the full Board due to the strategic nature of
enterprise risk management and the Board's desire to receive
feedback from a broad spectrum of disciplines regarding
management's plans with respect thereto. The Board meets
regularly with our management to review the effectiveness of
processes for identifying and managing significant risks. The
Board also reviews with management the strategic objectives
that may be affected by identified risks, the level of appropriate
risk tolerance, our plans for monitoring, mitigating and
controlling risk, the effectiveness of such plans and our
disclosure of risk.
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The Board receives information regarding risk
management from members of our executive management. In
addition, we formed an Enterprise Risk Management
Committee ("ERM") with specific responsibilities and duties,
led by our Vice President of Internal Audit and our Vice
President of Risk Services. The ERM provides periodic reports
to the Board. In addition, the Board recently formed an
Enterprise Risk Management Advisory Committee ("ERM
Advisory Committee") that will meet periodically with
members of executive management and the ERM, will oversee
the Company's efforts to manage its risks and establishment and
implementation of a risk oversight framework, and review the
effectiveness of the risk oversight framework.

Meeting Attendance

During fiscal 2010, the Board held eight meetings and the
Independent Directors held four executive sessions. Meetings
include both in-person and telephonic meetings. For information
regarding committee composition and number of committee
meetings held during fiscal 2010, please see the section below
entitled Committees of the Board of Directors. Each of our
directors attended at least 75% of the aggregate number of
meetings of the Board and the committees on which he or she
served.
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Our policy regarding Board members' attendance at our

annual meeting of stockholders and our procedure for annual
committee membership and chair assignments is available on
our website in our Corporate Governance Guidelines. For

information on where to access this document, please see the

section below entitled Corporate Governance Principles and
Guidelines; Corporate Governance Materials Available on Our
Website. All of our directors then in office attended our 2010
annual meeting of stockholders.

Committees of the Board of Directors

The Board has four standing committees: the Audit

Committee, the Compensation Committee, the Corporate
Governance and Nominating Committee, and the Enterprise

Risk Management Advisory Committee. Committee

membership since our 2010 annual meeting of stockholders was
as follows:

Board
Member

David
Overton,

Chairman

Allen J.
Bernstein

Alexander
L.
Cappello,
Lead
Director

Thomas L.
Gregory

Jerome 1.
Kransdorf

David B.
Pittaway

Agnieszka
Winkler(2)

Number of
Meetings
in 2010

Audit

Committee

Member*

Chair*

Member*

Corporate
Governance
and

Compensation Nominating

Committee

Member

Member

Member

Chair

14

Committee

Member

Chair

Member

Enterprise Risk
Management
Advisory

Committee(1)

Member

Member

Member

Chair
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Designated by the Board as an "audit committee
financial expert"

)]
The ERM Advisory Committee was formed in
February 2010 and a formal charter was adopted in
April 2011. The ERM Advisory Committee has not
yet met formally.

@)

Ms. Winkler has notified us that she will not stand for
re-election to the Board at our 2011 Annual Meeting.

The Board determined that each member of the committees
of the Board in service for part or all of fiscal 2010 met the
independence requirements applicable to those committees
prescribed by SEC and NASDAQ rules (other than the ERM
Advisory Committee which is not required under such rules to
be comprised solely of Independent Directors). The Governance
Committee recommends to the Board committee membership
and chair assignments, and the Board considers such
recommendations and makes committee and committee chair
assignments at its meeting immediately following the annual
meeting of stockholders, although changes to committee
assignments are also made from time to time during the course
of the year, as deemed appropriate by the Board. The roles of
each committee are described below.

Audit Committee. The Audit Committee operates
pursuant to a written charter and is primarily responsible for
monitoring the quality and integrity of our financial statements
and related disclosure, and systems of internal controls
regarding risk management, finance and accounting; monitoring
our compliance with legal and regulatory requirements;
monitoring our independent auditor's qualifications and
independence; monitoring the performance of our internal audit
function and independent auditors; providing an avenue of
communication among the independent auditors, management
and the Board; and issuing the report of the Audit Committee
required by the SEC to be included in our proxy statement.

The Audit Committee conducts an annual performance
evaluation of its charter, composition, complaint procedures,
financial oversight responsibilities and other matters. The Audit
Committee is
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directly responsible for the appointment, compensation,
retention and oversight of the work of our public accounting
firm engaged to issue an audit report or perform other audit,
review or attest services. The Audit Committee pre-approves the
audit work, as well as all non-audit work, to be performed by
our external auditors after considering its permissibility under
SEC rules and its impact on auditor independence. The Audit
Committee also reviews material written communications the
external auditors may provide to management and discusses any
concerns with the auditors and management.

We have adopted a written Code of Ethics for our
directors, executive officers and senior financial officers which
is available on our website. Our Code of Ethics requires prompt
reporting of potential conflicts to the Audit Committee.

Pursuant to its charter, the Audit Committee reviews our
policies and procedures relating to conflicts of interest and
approves any proposed "related person transaction." For this
purpose, "related person transaction" means a transaction
required to be disclosed pursuant to Item 404 of Regulation S-K
adopted by the SEC. For a discussion of our policies with
respect thereto, see Policies Regarding Review, Approval or
Ratification of Transaction with Related Persons in this Proxy
Statement.

Our Vice President of Internal Audit reports directly to the
Audit Committee and is responsible for conducting
comprehensive audits of our internal financial controls and the
operational effectiveness of related activities and systems.

Compensation Committee. The Compensation
Committee operates pursuant to a written charter. The
Compensation Committee is responsible for determining the
compensation of our Chief Executive Officer and all other
executive officers. The Compensation Committee reviews and
approves all employment, retention and severance agreements
for executive officers and prepares, or causes to be prepared, the
Compensation Committee Report in our proxy statement. The
Compensation Committee also makes recommendations to the
Board concerning non-employee director compensation.

The Compensation Committee approves and administers
our incentive compensation programs, including our equity and
bonus incentive plans. The Compensation Committee makes
recommendations to the Board with respect to incentive and
equity compensation plans and periodically reviews and makes
recommendations concerning existing or new executive
compensation, performance incentives, employee benefits, stock
plans or management perquisites. The Compensation
Committee authorizes and approves all grants of equity
compensation to our employees under our equity compensation
plans. The Compensation Committee conducts an annual
evaluation of its charter.
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Corporate Governance and Nominating Committee. The
Corporate Governance and Nominating Committee
("Governance Committee'") operates pursuant to a written
charter. The Governance Committee is responsible for
evaluating issues and developments related to corporate
governance and making recommendations to the Board with
respect to corporate governance standards, corporate
governance proposals from stockholders, the establishment and
composition of committees of the Board and potential
candidates for nomination as Board members. The Governance
Committee is responsible for overseeing and recommending
programs and activities for the continuing education of
directors. The Governance Committee also identifies potential
candidates for nomination or appointment as directors and
makes recommendations to the Board concerning nominees to
be presented for stockholder approval and to fill any vacancies.
The Governance Committee conducts an annual evaluation of
its charter.

Enterprise Risk Management Advisory Committee. The
Board established an Enterprise Risk Management Advisory
Committee ("ERM Advisory Committee") in February 2010 to
assist the Board in oversight of significant risks facing the
Company. The ERM Advisory Committee operates pursuant to
a written charter which was adopted in April 2011 and its
responsibilities include overseeing the Company's efforts to
manage its risks and establishment and implementation of a risk
oversight framework, and reviewing the effectiveness of such
risk oversight framework. As part of its responsibilities, the
ERM Advisory Committee will review and evaluate the
effectiveness of management's processes for identifying
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the Company's significant risks, including reviewing and
evaluating management's timeliness in reporting significant
risks to the Board. The ERM Advisory Committee also will
review and evaluate the effectiveness of the Company's efforts
to manage such risks and of management's communication of
the Company's risk management policies, procedures and
processes to staff members. The ERM Advisory Committee will
also review and evaluate the Company's disclosure of
significant risks in all filings with the SEC.

The ERM Advisory Committee will meet periodically with
executive management and management's Enterprise Risk
Management Committee and will conduct an annual evaluation
of its charter.

Other Committees. The Board of Directors has the
discretion to establish other committees and subcommittees
from time to time.

Committee Charters. All of our committee charters are
available on our website. For information on where to access
these documents, please see the section below entitled
Corporate Governance Principles and Guidelines; Corporate
Governance Materials Available on Our Website.

Designation of Audit Committee Financial
Experts

With the assistance of our outside legal counsel, the Board
reviewed the applicable legal standards for independence and
criteria for determination as to each individual who may be
deemed an "audit committee financial expert," as well as
responses to annual questionnaires completed by the directors,
and has determined that Thomas L. Gregory, Chair of the Audit
Committee, Alexander L. Cappello and David B. Pittaway is
each an "audit committee financial expert" as such term is
defined in Item 407(d)(5)(ii) of Regulation S-K adopted by the
SEC.

Corporate Governance Principles and
Guidelines; Corporate Governance Materials
Available on Our Website

Our Board is committed to ethical business practices and
believes that good corporate governance is important to ensure
that the Company is managed for the long-term benefit of our
stockholders. In the spirit of this commitment, the Board has
adopted a Summary of Corporate Governance Principles and
Guidelines ("Corporate Governance Guidelines") which
includes, among other topics, the size and operations of our
Board and its committees, independence of directors, selection
and responsibilities of our Lead Director, Board membership
criteria, service by our Board members on boards of other
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publicly traded companies, director and executive officer stock
ownership guidelines and holding periods, our Board member
retirement policy, and our policy on communicating concerns to
our Board. In addition, the Corporate Governance Guidelines
address certain requirements for continuing education of our
directors.

Our Corporate Governance Guidelines, as well as other
information related to corporate governance of the Company,

are available on our website at www.thecheesecakefactory.com,
by clicking on the links for "Investors" and "Corporate
Governance", including:

Bylaws

Code of Ethics for Executive Officers,
Senior Financial Officers and Directors

Code of Ethics and Code of Business
Conduct

Policy on Lead Director

Committee Charters (Audit, Compensation,
Corporate Governance and Nominating,
Enterprise Risk Management Advisory
Committee)
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Equity Grant Procedures

Policy on Reimbursement of Incentive
Payments

Policies Regarding Board of Director
Candidates

Succession Planning Policy Statement

Director and Executive Officer Stock
Ownership Guidelines

Stockholder Communications with the Board of
Directors

Our Corporate Governance Guidelines described above
include the policy our Board has adopted for stockholders and
employees who wish to communicate any concern directly to
the Board. Please see Section VI of our Corporate Governance
Guidelines, a copy of which is available on our corporate
website (see above), for a description of this process.

Director Nominations Process

The Board has adopted a policy and procedure regarding
Board candidates ("Nominations Policy"). The purpose of the
Nominations Policy is to describe the process by which
candidates are selected for possible inclusion in the Board's
recommended slate of director nominees. The Governance
Committee of the Board administers the Nominations Policy
and is responsible for identifying candidates for nomination or
appointment to the Board. To fulfill this function, the
Governance Committee at least annually reviews the size and
composition of the Board and its committees, including the
number of directors eligible for election at the annual meeting
of stockholders, in accordance with our Certificate of
Incorporation and Bylaws. The Governance Committee may
solicit recommendations for nominees from other directors,
members of management or others. In addition, the Governance
Committee will consider recommendations of a stockholder of
record who timely complies with these policies and procedures.

We have implemented a majority vote policy which is set
forth in our Bylaws such that in order to be considered for
nomination by the Board, an individual must agree that, if
elected, he or she will submit an irrevocable resignation
effective upon (i) the director's failure to receive a majority vote
in an uncontested election at which he or she is subject to
reelection, and (ii) acceptance of the resignation by the Board.
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Minimum Qualifications. The Governance Committee
has identified the following minimum qualifications for
candidates for nomination to the Board:

Each candidate must consent in writing to
be named in our proxy statement as a
nominee and to serve as a director of the
Company if nominated, elected or

appointed, and qualified.

Each candidate must agree that if elected he
or she will submit an irrevocable resignation
to our corporate Secretary promptly
following his or her election or reelection
that will be effective upon (i) such director's
failure to receive a "majority vote" for
reelection in any "uncontested election" (as
those terms are defined in our Bylaws) at
which he or she is subject to reelection; and
(i) acceptance of that resignation by the
Board in accordance with the Bylaws and
any policies and procedures adopted by the

Board for such purposes.

Each candidate's service as a director must
not cause us or any of our subsidiaries to
lose, or to be threatened with the loss of,
any application for, right to the use of, or
entitlement to, any material governmental

license, authorization or permit.

Each candidate shall be an individual who
has demonstrated integrity and ethics in his
or her personal and professional life and has
established a record of professional
accomplishment in his or her chosen field.
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Each candidate shall be prepared to
represent the best interests of all of our
stockholders and not just one particular

constituency.

No candidate or family member (as defined
under NASDAQ rules) of a candidate may
have any current material personal, financial
or professional interest in any company
which is determined by the Committee to be

a significant competitor of ours.

Each candidate must be prepared to
participate fully in Board activities,
including active membership on at least one
Board committee, and not have other
personal or professional commitments that
would, in the Governance Committee's sole
judgment, interfere with or limit his or her

ability to do so.

Each candidate shall be prepared not to
serve as a member of the board of directors
of more than two publicly traded companies
in addition to ours without prior approval of

the majority of the Independent Directors.

Each candidate shall not have attained the
age of 79 as of the date of appointment or
election to the Board.

Criteria for Evaluating Candidates; Diversity. In
evaluating nominations, the Governance Committee will seek to
achieve a balance of different capabilities and overall diversity
in the areas of personal and professional experiences and
backgrounds, financial, managerial and operational knowledge;
variety of opinions and perspectives; and other differentiating
characteristics with the goal of seeking and selecting candidates
who will enhance the Board's ability to adequately perform its
responsibilities, increase stockholder value and adhere to good
corporate governance practices.

The Governance Committee will consider the following
criteria in evaluating candidates for nomination in light of the
size and composition of the Board and its committees:

Satisfaction of the minimum qualifications
established by the Governance Committee.

Education and other training.
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Relevant personal and professional
background, including financial, managerial
and operational skills and knowledge and
experience in both corporate and
non-traditional environments, such as
government, academia and non-profit

organizations.

Whether the candidate is a party to any
action or arbitration adverse to us or any of

our subsidiaries.

Whether the candidate would qualify as an
"independent” director as defined by

NASDAQ's listing standards.

Whether the candidate would qualify as an
"independent director" as defined in our
"Policies and Procedures Regarding Board

of Directors Candidates."

Whether the nomination and election of the
candidate would result in less than
two-thirds of the Board being "independent
directors" as defined in our "Policies and
Procedures Regarding Board of Directors

Candidates."

Whether the candidate would qualify as an
"audit committee financial expert."

Whether the candidate has been involved in
any legal proceeding that would be required
to be disclosed by us pursuant to

Item 401(f) ("Involvement in Certain Legal

Proceedings") of Regulation S-K.

Whether any business relationships exist, or
have existed, that would be required to be
disclosed pursuant to Item 404
("Transactions with Related Persons,
Promoters and Certain Control Persons") of
Regulation S-K.
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The candidate's reputation for judgment and
honesty.

Whether we would be required to disclose
any of the relationships described in

Item 407(e) of Regulation S-K.

The number and identity of any other boards
of directors of which the candidate is a

member.

Other professional and personal
commitments that could affect the

candidate's ability to serve.

Whether the candidate has provided
accurate and complete responses to any
requests for additional information by the

Governance Committee.

Other relevant characteristics that would
enhance the Board's ability to adequately
perform its responsibilities, increase
stockholder value, and adhere to good

corporate governance practices.

Any history of criminal convictions.

Whether the candidate has agreed to be
interviewed by the Governance Committee,
if requested.

Qualifications of Current Directors and Director
Nominees. As described above, the Governance Committee of
the Board evaluates the qualifications of our director nominees
prior to each annual meeting of stockholders. As part of this
evaluation process, the Governance Committee reviews the
current composition of the Board and assesses whether the
qualifications of each director continue to meet the Committee's
requirements for Board service. The following is a description
of the particular experience, qualifications, attributes and skills
that led the Governance Committee to recommend, and the
Board to nominate, each person listed below as a director of the
Company.

David Overton has served as our CEO and Chairman of the
Board since our incorporation in February 1992. When
evaluating Mr. Overton's qualifications for continuation of his
Board service, the Governance Committee and Board
considered Mr. Overton's essential leadership role with us and
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unique perspective and understanding of our mission, vision and
values, the extent and depth of his knowledge and experience
related to us and our concepts, and the importance of

Mr. Overton's strategic vision.

Allen J. Bernstein was appointed to the Board in February
2008 to fill a vacancy created by the expansion of the number of
directors from six to eight, and was subsequently elected by our
stockholders in May 2008. When evaluating Mr. Bernstein's
qualifications for continuation of his Board service, the
Governance Committee and the Board considered
Mr. Bernstein's extensive restaurant industry experience, his
current service on our Compensation and Governance
Committees, his current status as an "independent" director for
purposes of NASDAQ and SEC rules, his experience serving on
other boards of nationally-recognized restaurant companies, his
ability to serve as an Audit Committee member should the
Board choose to designate him as such and his personal
accomplishments, including those as a member of the Board of
Directors and the Board of Trustees of the American Film
Institute.

Alexander L. Cappello was appointed to the Board in
February 2008 to fill a vacancy created by the expansion of the
number of directors from six to eight, and was subsequently
elected by our stockholders in May 2008. When evaluating
Mr. Cappello's qualifications for continuation of his Board
service, the Governance Committee and the Board considered
Mr. Cappello's extensive executive management and financial
background, including as Chairman and CEO of Cappello
Capital Corp., a global merchant banking firm with international
business experience in over 50 countries, his international
management and marketing experience, his designation as Lead
Director by his fellow Independent Directors since the role was
established in 2008, his prior service as the Chair of our
Compensation Committee and current service on our
Compensation Committee and Audit Committee, his current
status as an "independent director" for purposes of NASDAQ
and SEC rules, his designation by our Board as an "audit
committee financial expert", his service on the boards of other
public companies, including a restaurant company, his corporate
governance expertise, and his personal accomplishments,
including those as a Trustee both for the University of Southern
California and the City of Hope.
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Thomas L. Gregory first joined the Board in 1992,
following our initial public offering. When evaluating
Mr. Gregory's qualifications for nomination for re-election to
the Board in 2010, the Governance Committee and Board
considered Mr. Gregory's over 50 years of experience in the
food service industry, his depth of knowledge and experience
specific to us, his current service as Chairman of the Audit
Committee and his prior service as a member of the
Compensation and Governance Committees, his current status
as an "independent director” under NASDAQ and SEC rules,
his designation as an "audit committee financial expert" and his
prior service on a board of another public company.

Jerome I. Kransdorf first joined the Board in 1997. When
evaluating Mr. Kransdorf's qualifications for continuation of his
Board service, the Governance Committee and the Board
considered Mr. Kransdorf's more than 40 years of investment
management experience, his depth of knowledge and experience
specific to us, his current service as Chair of the Governance
Committee and member of the Compensation Committee, his
prior service on the Audit Committee, and his current status as
an "independent director" under NASDAQ and SEC rules.

David B. Pittaway was nominated to the Board and
subsequently elected by our stockholders in May 2009. When
evaluating Mr. Pittaway's qualifications for continuation of his
Board service, the Governance Committee and the Board
considered his extensive financial and industry experience,
including his service on audit committees of other public
restaurant companies, his legal background and familiarity with
SEC rules and regulations related to public companies, his
current status as an "independent director” for purposes of
NASDAQ and SEC rules, his service as a member of our Audit
Committee and designation as an "audit committee financial
expert" by the Board, and his personal accomplishments,
including those as a director and co-founder of the Armed
Forces Reserve Family Assistance Fund.

Herbert Simon came to the attention of the Governance
Committee as a candidate for the Board due to his many years
of commercial real estate experience and his service with Simon
Property Group, Inc., a member of the S&P 500 and the largest
publicly-traded real estate company in the United States. The
Governance Committee considered several candidates and
determined that Mr. Simon was the most qualified of those
candidates for nomination for election to the Board given his
domestic and international commercial real estate experience.
The Governance Committee and the Board noted that
Mr. Simon has maintained a leadership position within the retail
property industry by developing high profile retail facilities,
including, among others, The Forum Shops at Caesars,
Roosevelt Field, and The Fashion Centre at Pentagon City.

The Governance Committee also considered whether
Mr. Simon would be deemed an "independent director” for
purposes of NASDAQ and SEC rules, as well as the Company's
Policy Regarding Board of Directors Candidates, and
determined that Mr. Simon would be deemed an independent
director. In reaching that conclusion, the Governance
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Committee took into consideration that 31 of the Company's
1609 restaurants are leased from entities affiliated with Simon
Property Group, of which Mr. Simon is a director, and that the
Company paid aggregate base rents under such leases in fiscal
2010 of approximately $11,935,000. The Governance
Committee also considered that the Company paid aggregate
base rents for all of its restaurants for fiscal 2010 of
approximately $57,522,000. In addition, the Governance
Committee considered that 11.5% of the voting shares of the
Simon Property Group are held by a group consisting of

Mr. Simon, Melvin Simon & Associates, Inc., the estate of
Melvin Simon, David Simon, MH Holdings, Inc, and related
trusts for the benefit of the preceding, as disclosed in Simon
Property Group's Schedule 13G/A (No. 2) as filed with the SEC
on February 14, 2011.

General Nomination Right of All
Stockholders.  Stockholders may nominate one or more
persons for election as a director of the Company at an annual
meeting of stockholders if the stockholder complies with the
advance notice, information and consent provisions contained in
our Bylaws. Stockholder nominations for the election of
directors may only be made by a stockholder of record on both
the date of giving notice and on the record date for such meeting
by giving timely written notice to our Secretary at our principal
offices. Such notice must be received no less than 90 days or
more than 120 days prior to the
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anniversary date of the immediately preceding annual meeting
of stockholders. If notice or prior public disclosure of the date
of the annual meeting is given or made to the stockholders for a
meeting date that is not within 30 days before or after the
anniversary of the immediately preceding annual meeting of
stockholders, notice by the stockholder will be timely if
received not later than the close of business on the tenth day
following the day on which such notice was mailed or such
public disclosure was made, whichever is first, or no less than
90 days or more than 120 days prior to the annual meeting.

In the event that the number of a class of directors to be
elected is increased and we make no public announcement, at
least 100 days prior to the first anniversary of the preceding
year's annual meeting, in which we name all of the nominees for
director or specify the size of the increased Board of Directors,
a stockholder's notice will be considered timely, but only with
respect to nominees for any new positions created by the
increase, if the notice is delivered to, or mailed and received at,
our principal executive offices (addressed to our Secretary) no
less than 10 calendar days following the day on which we make
the public announcement. In the case of a special meeting of
stockholders called for the purpose of electing directors, notice
will be timely if the stockholder provides written notice to our
Secretary not later than the close of business on the tenth day
following the day on which notice of the date of the special
meeting was mailed or public disclosure of the meeting date
was made, whichever first occurs, or no less than 90 or more
than 120 days prior to the meeting. The stockholder's notice
must include all of the information required by our Bylaws. If
the stockholder provides a statement that the stockholder
intends to deliver a proxy statement and form of proxy, the
nomination may not be brought before the meeting unless the
stockholder has delivered a proxy statement and form of proxy
to holders of a percentage of our voting shares reasonably
believed by the stockholder to be sufficient to elect the nominee
or nominees proposed by the stockholder.

The foregoing summary is not a complete description of
the provisions of our Bylaws pertaining to stockholder
nominations and proxies. Stockholders may obtain, without
charge, a copy of our Bylaws upon written request to our
Secretary at our principal executive offices. Our Bylaws are also
available on our website. For information on where to access

this document, please see the section above entitled Corporate
Governance Principles and Guidelines; Corporate Governance
Materials Available on Our Website.

Stockholder Recommendations to the Governance
Committee. A stockholder of record may also recommend a
candidate for consideration by the Governance Committee. In
order to give the Governance Committee sufficient time to
evaluate a recommended candidate, the recommendation should
be received by our Secretary at our principal executive offices
no later than the 120" calendar day before the date of our proxy
statement released to stockholders in connection with the
previous year's annual meeting of stockholders. With respect to
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the 2012 annual meeting of stockholders, recommendations
must be received on or before December 23, 2011. The
stockholder's recommendation must include all of the following:

The stockholder's name, address and
telephone number.

The recommended candidate's name,
address and telephone number.

The written consent of the recommended
candidate to be named in our proxy
statement and to serve as a director if
nominated, elected or appointed, and

qualified to serve.

A description of all arrangements or
understandings in connection with such
recommendation between the stockholder
and the recommended candidate or between
the stockholder and any other person or

persons (including their names).

A description of any business, familial or
other financial or personal relationship
between the stockholder and the

recommended candidate.

Information regarding the recommended
candidate as to each of the criteria identified
above for evaluating recommendations.
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Evaluation of Candidates. The Governance Committee
will consider all candidates identified through the process
outlined above and will evaluate each of them, including
incumbents, based on the same criteria. If, based on the
Governance Committee's initial evaluation a candidate
continues to be of interest to the Governance Committee, the
Chair of the Governance Committee will interview the
candidate and communicate his or her evaluation to the other
committee members and the Chairman of the Board. Other
members of the Governance Committee and senior management
will conduct subsequent interviews. Ultimately, background and
reference checks will be conducted and the Governance
Committee will meet to finalize its list of recommended
candidates for consideration by the full Board. If an incumbent
is nominated, the interview process may be abbreviated at the
discretion of the Chair of the Governance Committee. If the
Chair of the Governance Committee is being considered for
re-nomination, the other Governance Committee members shall
appoint another member of the Governance Committee to head
the review process for the Chair's reconsideration.

Future Revisions to the Nominations Policy. The
Governance Committee's Nominations Policy is intended to
provide a flexible set of guidelines for the effective functioning
of the director nomination process. The Governance Committee
intends to review this policy and procedure at least annually and
anticipates that modifications will be necessary from time to
time as our needs and circumstances evolve, and to conform
with changes in applicable legal or listing standards.

Compensation Committee Interlocks and
Insider Participation

During fiscal 2010, Ms. Winkler and Messrs. Bernstein,
Cappello and Kransdorf served on the Compensation
Committee, with Ms. Winkler serving as Chair. No member of
the Compensation Committee was, during fiscal 2010, an
officer or employee of ours, a former officer of ours or of our
subsidiaries or had a relationship requiring disclosure by us
under Item 407(e) of Regulation S-K. None of our executive
officers have served on the board of directors or compensation
committee of any other entity that has or has had one or more
executive officers who served as a member of our Board or the
Compensation Committee during fiscal 2010.
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Board of Directors Compensation

The following table sets forth information regarding the
cash compensation arrangements for Independent Directors who
served on our Board in fiscal 2010.

Board of Directors Fees Fiscal 2010
Annual fee $ 35,000
One time initial new director fee(1) $ 25,000

Cash payment in lieu of equity grant in

2010(2) $ 75,000
Lead Director annual fee $ 15,000
Audit Committee Chair annual fee $ 10,000
Compensation Committee Chair annual fee $ 7,500
Governance Committee Chair annual fee $ 7,500

Enterprise Risk Management Advisory
Committee Chair annual fee $ 7,500

Attendance at each in-person or telephonic
meeting of the Board of Directors $ 1,500

Attendance at in-person or telephonic

committee meetings taking place on a date

other than the day of a regularly scheduled

Board meeting (limit one per day) other than

regularly scheduled telephonic meetings of

the Compensation Committee(3) $ 1,500

Attendance at regularly scheduled telephonic
meetings of the Compensation Committee(3) $ 1,000

()]
With respect to new directors appointed or elected, the
Board has authorized a one-time cash payment of
$25,000 immediately following election to the Board
to each individual to retain his or her services as a
new director. Since we did not have any new directors
in 2010, no fees were paid in 2010 in this category.

(@)
The Board authorized a cash payment of $75,000
(payable in quarterly installments of $18,750 each for
each fiscal quarter or portion thereof) to each director
in lieu of a stock option grant. Stock options currently
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are not awardable to non-employee directors due to
the expiration in May 2007 of the 1997
Non-Employee Director Stock Option Plan (as
amended) ("Director Plan").

3)
If more than one meeting (in person or telephonic)
occurs on any one day, only one attendance fee is paid
for all meetings attended on that day.

Payments with respect to the annual fee, Lead Director fee,
committee Chair fees and cash payments in lieu of equity grants
for fiscal 2010 are paid quarterly as earned, following the end of
each quarter, unless otherwise noted. Payments with respect to
Board or committee meeting attendance fees are paid monthly,
following the end of each month. No fees are paid to
Independent Directors with respect to attendance at executive
sessions of the Board.

We have been unable to grant equity to our Independent
Directors since the expiration in May 2007 of our Director Plan.
In February 2010, the Board approved a cash payment of
$75,000 for services rendered by each of the non-employee
directors, to be payable in quarterly installments of $18,750 for
each fiscal quarter or portion thereof, as earned, in lieu of an
equity grant. In order to continue to assure that the interests of
our Independent Directors are aligned with the long-term
interests of our stockholders, in 2010 we adopted a
Non-Employee Director Stock Ownership Policy which requires
our non-employee directors to acquire and thereafter maintain
ownership of shares of our Company's common stock equal in
fair market value to three times their annual base retainer fee.
For a full description of our stock ownership policy, please see

Director and Executive Stock Ownership Guidelines, Holding
Periods and Other Requirements below.
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The following table sets forth certain information regarding
the compensation earned by each Independent Director who
served on our Board in fiscal 2010. Mr. Overton is an employee
of the Company and is not compensated for his services as a
director.

DIRECTOR COMPENSATION FOR FISCAL 2010

Total
Fees Earned or
Paid in Cash

Name $@®
Allen J. Bernstein(3) $ 133,000
Alexander L. Cappello $ 156,000
Thomas L. Gregory(3) $ 141,000
David R. Klock (2) $ 64,000
Jerome I. Kransdorf(3) $ 140,500
David B. Pittaway $ 131,000
Agnieszka Winkler $ 140,500

)]
Includes $75,000 cash payment in lieu of a stock
option grant ($18,750 per quarter or portion thereof of
Board service in fiscal 2010). Dr. Klock received
payment for the first two fiscal quarters of service in
fiscal 2010. See description of Board compensation
arrangements set forth above.

2
Dr. Klock retired from the Board and its committees
on June 2, 2010.

3)
Fees were earned and paid into a nonqualified
deferred compensation plan account administered
under The Cheesecake Factory Incorporated
Executive Savings Plan. See Director Eligibility for
Participation in the Executive Savings Plan below.

As of December 28, 2010, the end of our 2010 fiscal year,
each Independent Director held options exercisable for the
following number of shares of our common stock shown
opposite their names in the table below:

Name
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Number of Stock
Options(1)
Allen J. Bernstein -
Alexander L. Cappello -
Thomas L. Gregory 56,286
Jerome I. Kransdorf 46,264
David B. Pittaway -
Agnieszka Winkler 45,000

)]
All outstanding options are fully vested.
Messrs. Bernstein, Cappello and Pittaway joined the
Board after the expiration of the Director Plan and
have not been granted equity in connection with their
Board service.
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Director Eligibility for Participation in the Executive
Savings Plan. Members of the Board are eligible to participate
in our Executive Savings Plan, a nonqualified deferred
contribution plan, by contributing all or a portion of their
director fees to this plan. We do not make matching
contributions under the Executive Savings Plan with respect to
contributions made by non-employee members of the Board. In
fiscal 2009, we suspended matching contributions for all
participants in the Executive Savings Plan. Additional
information regarding the Executive Savings Plan appears in the
section of this Proxy Statement entitled Nonqualified Deferred
Compensation.

Reimbursement of Expenses and Other Perquisites. Each
Independent Director is entitled to reimbursement for
reasonable out-of-pocket expenses incurred in connection with
travel to and from, and attendance at, meetings of the Board or
its committees and related activities, including director
education courses and materials.

Indemnification of Officers and Directors

As permitted by the Delaware General Corporation Law,
our Certificate of Incorporation limits the personal liability of
our directors for monetary damages for breach of fiduciary duty
of care as a director. Liability is not eliminated for (a) any
breach of the director's duty of loyalty to us or our stockholders,
(b) acts or omissions not in good faith or which involve
intentional misconduct or a knowing violation of law,

(c) unlawful payment of dividends or stock purchases or
redemptions pursuant to Section 174 of the Delaware General
Corporation Law, and/or (d) any transaction from which the
director derived an improper personal benefit. Our Certificate of
Incorporation also provides that we shall indemnify and
advance indemnification expenses on behalf of all directors and
officers of ours to the fullest extent permitted by Delaware law.
Article VIII of our Bylaws also requires us, subject to certain
limitations, to indemnify directors and officers and advance
expenses. The indemnification and advancement of expenses
provisions of Article VIII are not exclusive of any other rights
of indemnification of advancement of expenses.

We also entered into indemnification agreements with all
of our directors and Named Executive Officers. Each
indemnification agreement requires us to indemnify and hold
harmless the director or Named Executive Officer to the fullest
extent authorized by the laws of the State of Delaware. Each
indemnification agreement also requires us, subject to specific
terms and conditions, to advance expenses to the director or
officer. Each indemnification agreement also sets forth various
procedures and definitions with respect to indemnification and
advancement of expenses. We also are obligated to maintain
directors' and officers' liability insurance. With specified
exceptions, we are not obligated to provide indemnification or
advance expenses with respect to actions initiated by the
director or officer or to indemnify the director or officer in
connection with proceedings by us to enforce non-compete or
non-disclosure agreements. To the extent the provisions of the
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indemnification agreements exceed the indemnification
permitted by applicable law, such provisions may be
unenforceable or may be limited to the extent they are found by
a court of competent jurisdiction to be contrary to public policy.

Director and Executive Officer Stock Ownership
Guidelines, Holding Periods and Other
Requirements

Stock Ownership Guidelines for Directors. The Board
adopted stock ownership guidelines for non-employee directors
in fiscal 2009 in order to further align the interests of our
directors with the long-term interests of our stockholders. These
guidelines provide that, on or before December 31, 2012, all
current non-employee directors are required to acquire (and
thereafter maintain ownership of) a minimum number of shares
of our common stock with a fair market value equal to three
times the annual base cash retainer (currently $35,000) for
non-employee directors. In addition, within three years of their
respective appointments, all newly appointed non-employee
directors are required to acquire (and thereafter maintain
ownership of) a minimum number of shares of our common
stock with a value equal to three
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times the annual base cash retainer payable to the non-employee
directors. For purposes of this policy, stock ownership includes
any shares owned by a director or his or her immediate family
members or held by him or her as part of a tax or estate plan in
which the director retains beneficial ownership. The value of
shares held is calculated once per year, on the first day of the
fiscal year. For purposes of determining compliance with the
policy, "value" means an assumed per-share value based on the
average of the closing price of our common stock on the last
day of each of the previous four fiscal quarters. A director is not
required to acquire shares of our common stock in accordance
with the stock ownership guidelines if the purchase would result
in a violation of our Special Trading Policy and Procedures and
the addendum thereto. In such a scenario, the director is
required to comply with the stock ownership guidelines as soon
as reasonably feasible thereafter.

In addition to the stock ownership guidelines described
above, each member of the Board who acquires shares of our
common stock through the exercise of a stock option is required
to retain 33% of the "net" shares acquired (i.e., net of the tax
impact that the stock option exercise has on the individual) for
at least nine months following the date of exercise, or earlier
time if the individual ceases to be a member of the Board as a
result of death, disability, illness, resignation, termination or
other reason. This provision applies only to stock option grants
awarded after June 4, 2008.

We also adopted a policy prohibiting any member of the
Board, any officer and any staff member of ours from trading in
any interest or position relating to the future price of our
securities, such as a put, call or short sale, or using our stock as
collateral for margin loans.

Finally, the Company is prohibited from directly
purchasing stock from any member of the Board.

Stock Ownership Guidelines for Executive Officers. The
Board adopted stock ownership guidelines for certain of our
executive officers, including all current Named Executive
Officers, in fiscal 2010 in order to align the interests of our key
executives with the long-term interests of our stockholders. The
ownership guidelines provide that, on or before December 31,
2015, all individuals currently holding the positions with the
Company listed below are required to acquire (and thereafter
maintain ownership of) a minimum number of shares of the
Company's common stock with a value equal to the multiple of
such executive's annual base salary (excluding bonus), as
follows:

Position with Company Multiple of Salary
Chief Executive Officer of 6 times annual base salary
the Company

President of the Company, 2 times annual base salary
The Cheesecake Factory
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Restaurants, Inc. or The
Cheesecake Factory Bakery
Incorporated

Executive Vice President of 2 times annual base salary
the Company

In addition, within five years of the appointment of any
newly appointed officer in the positions designated above (other
than a newly-appointed CEO, who has seven years to comply),
the newly appointed executive is required to acquire (and
thereafter maintain ownership of) shares of our common stock
with the value set forth above. For purposes of this policy, stock
ownership includes (i) any shares owned by an executive or his
or her immediate family members or held by him or her as part
of a tax or estate plan in which the executive retains beneficial
ownership, and (ii) unvested restricted stock or restricted stock
units. The value of shares held is calculated once per year, on
the first day of the fiscal year. For purposes of determining
compliance with the policy, "value" means an assumed
per-share value based on the average of the closing price of our
common stock on the last day of each of the previous four fiscal
quarters. An executive subject to this policy is not required to
acquire shares of our common stock in accordance with the
stock ownership guidelines if acquisition at such time would
result in a violation of our Special Trading Policy and
Procedures and the addendum thereto, in which event the
executive is required
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to comply with the guidelines as soon as reasonably feasible
thereafter. Certain hardship exceptions are available at the
discretion of the Compensation Committee, but no exceptions
have been solicited or granted to date.

As of December 29, 2010, the first day of our fiscal 2011,
all of the executives subject to our stock ownership policy were
in compliance therewith.

In addition to the stock ownership guidelines described
above, each Board-appointed officer (currently our Chief
Executive Officer, President of the Company and President of
our bakery division, Chief Financial Officer, and Executive
Vice President/General Counsel/Secretary) who acquires shares
of our common stock through the exercise of a stock option
must retain 33% of the "net" shares acquired (i.e., net of the tax
impact that the stock option exercise has on the individual) for
at least nine months following the date of exercise, or earlier
time if the individual ceases to be a Board-appointed officer as a
result of death, disability, illness, resignation, termination or
other reason. This provision applies only to stock option grants
awarded after June 4, 2008.

We have also adopted a policy prohibiting any officer or
staff member of ours from trading in any interest or position
relating to the future price of our securities, such as a put, call or
short sale, or using our stock as collateral for margin loans.

Policies Regarding Review, Approval or
Ratification of Transactions with Related
Persons

In accordance with its charter, our Audit Committee
reviews and approves any proposed transactions with a "related
person." Any related person transaction will be disclosed in the
applicable SEC filing as required by SEC rules. For purposes of
these procedures, "related person" and "transaction" have the
meanings as defined in Item 404 of Regulation S-K. We had no
reportable transactions with related persons required to be
disclosed under Item 404 of Regulation S-K since the beginning
of fiscal 2010.

FORWARD LOOKING
STATEMENTS

This Proxy Statement, including the section entitled

Compensation Discussion and Analysis set forth below,
contains "forward looking statements” within the meaning of
Section 27A of the Exchange Act. These statements are based
on our current expectations and involve risks and uncertainties
which may cause results to differ materially from those set forth
in the statements. The forward-looking statements may include
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statements regarding actions to be taken in the future. We
undertake no obligation to publicly update any forward-looking
statement, whether as a result of new information, future events
or otherwise. Forward-looking statements should be evaluated
together with the many uncertainties that affect our business,
particularly those set forth in the section on forward-looking
statements and in the risk factors in Item 1A of our Annual
Report on Form 10-K for the fiscal year ended December 28,
2010, and in our quarterly reports on Form 10-Q and current
reports on Form 8-K, as filed with the SEC.

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

This Compensation Discussion and Analysis explains our
strategy, design of, and decision-making related to our
compensation programs and practices for our principal
executive officer, our principal financial officer and our three
other most highly compensated executive officers (collectively,
"Named Executive Officers"). This Compensation Discussion
and Analysis also explains how the compensation of our Named
Executive Officers is aligned with the interests of our
stockholders, and is intended to place in perspective the
compensation information contained in the tables that follow
this discussion.
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For fiscal 2010, our Named Executive Officers were:

David Overton, Chairman of the Board and
Chief Executive Officer;

Michael E. Jannini, President, The
Cheesecake Factory Incorporated(1);

W. Douglas Benn, Executive Vice President
and Chief Financial Officer;

Debby R. Zurzolo, Executive Vice
President, General Counsel and Secretary;

and

Max S. Byfuglin, President, The
Cheesecake Factory Bakery Inc.

(D
Mr. Jannini joined us as President on February 16,
2010.

While the principal purpose of this Compensation
Discussion and Analysis is to review Named Executive Officer
compensation, many of the programs discussed apply to other
members of senior management who, combined with the Named
Executive Officers, are collectively referred to herein as
"executives."

Fiscal 2010 Accomplishments

We believe that our compensation philosophy and
strategies have motivated our executives to achieve strategic
and operational objectives that contributed to our excellent
results for fiscal 2010. A brief summary of our fiscal 2010
accomplishments is as follows:

An increase of 33% in adjusted diluted net
income per share ("earnings"), despite

continued weakness in the economy,

Four consecutive quarters of improving
comparable restaurant sales, comprised

primarily of increases in guest traffic,
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Increases in guest traffic and our revenues,

Nearly $10 million in savings from cost
management initiatives implemented in

fiscal 2010, and

38% appreciation in our stock price in fiscal
2010.

The following table provides additional information related
to our fiscal 2010 performance.

Revenues
Comparable
restaurant
sales(1)
Income from
Operations
Diluted Net
Income per
Share
Adjusted
Income from
Operations(2)
Adjusted
Diluted Net
Income per
Share(2)
Stock Price
per Share as
of Fiscal
Year-End

¢y

Fiscal 2010

Fiscal 2009

(in thousands, except percentage and per

$

share amounts)

1,659,404 $
2.0%
128,211 $
135§
128,211
142 $
3090 $

1,602,020

-2.6%

73,7117

0.71

102,808

1.07

22.40

Change
%

4%

177%

74%

90%

25%

33%

38%

Includes The Cheesecake Factory and Grand Lux
Cafe restaurants. Does not include RockSugar Pan
Asian Kitchen.

(€3]

We calculate the adjusted measures presented above
by eliminating the impact of items we do not consider
indicative of our ongoing operations from income
from operations, net income and diluted net income
per share. We believe these non-GAAP measures
provide additional information to
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facilitate the comparison of our past and present
financial results. We utilize results that both include
and exclude the identified items in evaluating business
performance. However, our inclusion of these
adjusted measures should not be construed as an
indication that our future results will be unaffected by
unusual or infrequent items. In the future, we may
incur expenses or generate income similar to the
adjusted items.

Following is a reconciliation from income from
operations, net income and diluted net income per
share to the corresponding adjusted measures (in
thousands, except per share data):

Fiscal Year

2010 2009

Income from operations $ 128211 $ 73,717

Impairment of assets(a) 26,541

Chairman and CEO

employment agreement(c) 2,550
Adjusted income from
operations $ 128211 $ 102,808
Net income $ 81,713 $ 42,833
After-tax impact from:

Impairment of assets(a) 15,925

Unwinding of interest rate

collars(b) 4,425 4,452

Chairman and CEO

employment agreement(c) 1,530

Realization of investment in

variable life insurance

contract(d) (668)
Adjusted net income $ 86138 $ 64,072
Diluted net income per share $ 135 §$ 0.71
After-tax impact from:

Impairment of assets(a) 0.27

Unwinding of interest rate

collars(b) 0.07 0.07

Chairman and CEO

employment agreement(c) 0.03

Realization of investment in

variable life insurance

contract(d) (0.01)
Adjusted diluted net income per
share $ 142 % 1.07

(a)



(b)

©)

(d
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Represents the impairment of the carrying value of
four Grand Lux Cafe restaurants in fiscal 2009 and
was recorded in impairment of assets.

Represents costs to unwind derivative instruments in
conjunction with reducing the outstanding balance on
our revolving credit facility and was recorded in
interest expense.

Represents a charge resulting from a change in the
amount and structure of the retirement benefit
contained in the employment agreement with our
Chief Executive Officer and was recorded in general
and administrative expenses.

Represents the realization of proceeds from one of our
variable life insurance contracts used to support our
Executive Savings Plan, a non-qualified deferred
compensation plan and was recorded in other
(expense)/income.
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Overview of Compensation Program

We currently own and operate 150 The Cheesecake
Factory® restaurants, 13 Grand Lux Cafe® restaurants and one
RockSugar Pan Asian Kitchen® restaurant. We intend to
continue developing The Cheesecake Factory® restaurants in
high quality, high profile locations in the United States and plan
to selectively pursue other opportunities to leverage the
competitive strengths of our restaurant and bakery operations,
including Grand Lux Cafe® and RockSugar Pan Asian
Kitchen®, as well the potential development or acquisition of
new restaurant concepts. In 2011, we announced our initial
plans for international development through a licensing
arrangement calling for the development of 22 of The
Cheesecake Factory® restaurants in five countries in the Middle
East by 2016, with the opportunity to license additional
locations in North Africa, Central and Eastern Europe, Russia
and Turkey. We are selectively reviewing other global
opportunities as well.

Compensation Philosophy. Our continuing growth
requires us to seek and retain highly motivated executives who
bring experience, innovation and operational excellence to our
Company. With this in mind, our compensation philosophy
centers on:

Attracting and retaining industry-leading
executives by paying competitive
compensation as measured against other
companies within the restaurant industry, as
appropriate for the position, and other

industries from which we acquire talent;

Driving high performance by connecting
compensation to our financial, operating,
and strategic goals and results and by

appropriately rewarding high performance;

Rewarding individual performance and
contribution to our success; and

Enhancing stock price performance and
aligning the interests of our executives with
those of our stockholders by tying a
substantial portion of our executive
compensation to equity incentives and
requiring stock ownership for our executive
officers and non-employee directors.
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Elements of Compensation Program. During fiscal 2010,
our executive compensation and benefits consisted of the
components listed in the table below, which provides a brief
description of the principal types of compensation, how
performance is factored into each type of compensation, and the
objectives served by each element.

Fiscal 2010 Principal Elements of Executive Compensation

Performance Primary
Element Description Considerations  Objectives
Base Salary Fixed cash Based on Attract
payment level of and retain
responsibility, talent
experience,
individual
performance, Recognize
and expected
career
future value / :
. experience
contribution 1 4 individual
performance
Provide
competitive
compensation
Performance Performance-based Amount Promote
Incentive annual cash of award tied and reward
Plan(1) incentive to level of high
achievement  performance
of objectives  and
and achievement
management  of Company
position, and divisional
measured as a annual
percentage of financial and
Base Salary  strategic
objectives
Long-Term Stock options Value of Align
Stock pay directly  executive
Incentive linked with interests with
Plan ("Stock Restricted 10ng-term §tockh01der
Plan")(2) stock price interests
shares
performance
Attract
and retain
talent
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Retirement

Medical, Not

and Welfare dental, vision, life applicable

Benefits

Executive
Perquisites

6]

insurance and
long-term
disability
insurance

Non-qualified
deferred
compensation plan

Defined
benefit retirement
agreement (for
Chief Executive
Officer only)

Company-leased  Not
vehicle or car applicable
allowance

Executive
physical for Senior
Vice Presidents
and above only

Relocation
benefits on a
case-by-case basis

Reward
individual
performance
through
amount of
awards
granted and
Company
performance
through stock
price growth
and value
creation.

Attract
and retain
talent

Provide
reasonable
security to
allow
executives to
perform at
their best level

Provide
competitive
compensation

Attract
and retain
talent

Provide
competitive
compensation

Promote
health and
well being of
senior
executives
(executive
physical
perquisite
only)

Our 2005 Incentive Plan also allows for the payment
of discretionary bonuses based on factors such as
financial results, advancements in research and
development, technological achievements,
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performance beyond pre-established objectives,
extraordinary tangible or intangible contributions to
the Company or business unit performance, as well as
other factors. Historically, we have not awarded
discretionary bonuses to Named
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Executive Officers except on a selective basis. In June
2010, our stockholders approved the 2010 Amended
and Restated Performance Incentive Plan ("2010
Incentive Plan") which replaces our 2005 Incentive
Plan for fiscal year 2011 and beyond.

2
Although our stock plans also permit the award of
equity instruments other than non-qualified stock
options and restricted stock, only non-qualified stock
options and restricted stock have been issued under
our long-term incentive plans to date.

Pay for Performance. We believe in driving high
performance by tying compensation to our financial, operating,
and strategic goals and results, and by providing appropriate
rewards. The Compensation Committee considers our
competitive environment and historical financial performance
when establishing performance targets for the next fiscal year.
In years in which we did not accomplish our financial or
strategic objectives, the Compensation Committee did not
increase base salaries, other than for promotions or market
adjustments, where appropriate, and approved no or
substantially reduced performance bonuses. For example, no
merit adjustments to base salaries were made between 2008 and
2009, and no performance incentive plan bonuses were awarded
in fiscal years 2006, 2007 and 2008.

Our executives' base salary as a percentage of total target
compensation decreased from fiscal 2009 to fiscal 2010 (see

Pay Mix discussion below) and performance-based
compensation increased as a percentage of total target
compensation, which aligns our executive compensation
programs with the interests of our stockholders. This alignment
is further strengthened by:

Longer equity vesting periods than
comparable companies in our industry
(i.e., generally five years for stock options
and restricted stock, versus three to four

years for comparable companies);

Stock ownership and retention policies for
our Chief Executive Officer and other
Named Executive Officers who, along with
the members of our Board, currently own
(or have rights to acquire within 60 days of
the Record Date for this Annual Meeting)
approximately 9.2% of our common stock;

and

A "clawback" policy requiring executives to
pay back any bonus and equity
compensation deemed appropriate by the
Audit Committee if we are required by law
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or applicable accounting or auditing
standards to restate our financial statements
to correct an accounting error as a result of
material noncompliance with financial
reporting requirements, and the bonus was
directly based on those financial statements

(see Clawback Policy in the Other
Considerations section of this
Compensation Discussion and Analysis).

Pay Mix. Our Compensation Committee seeks to
maintain a balance between base salary and performance-based
compensation in the form of bonus or equity compensation. A
significant portion of our executives' compensation is at risk
through short- and long-term incentive programs. We do not use
specific percentages to allocate between cash and non-cash
compensation and short-term versus long-term compensation;
however, we believe a significant portion of our executives' pay
should be performance-based. Messrs. Overton and Jannini have
a proportionately greater percentage of performance-based
compensation as compared to other Named Executive Officers
because we believe they have a greater ability to influence the
long-term performance of the Company.
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The following table shows each element of our
compensation as a percentage of the total compensation for each
Named Executive Officer for fiscal years 2010 and 2009:

Name and
Principal

Position

Fiscal

Year

Base  Performance

Salary
(%)

Incentives

(%)(1)

Long-Term
Stock
Incentives

(%)

All
Other(2)

David

Overton
Chairman of
the Board
and Chief
Executive
Officer

Michael E.

Jannini
President,
The
Cheesecake
Factory
Incorporated

W. Douglas

Benn
Executive
Vice
President and
Chief
Financial
Officer

Debby R.

Zurzolo
Executive
Vice
President,
General
Counsel and
Secretary

Max S.

Byfuglin
President,
The
Cheesecake
Factory
Bakery
Incorporated

)

2010

2009

2010

2009

2010

2009

2010

2009

2010

2009

25%

28%

28%

41%

49%

40%

51%

37%

48%

23%

25%

19%

25%

29%

24%

31%

22%

29%

52%

47%

52%

34%

22%

35%

18%

38%

23%

<1%

<1%

<1%

<1%

<1%

1%

<1%

2%

<1%
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At target.

2

Excludes one-time relocation allowances.

Factors Considered in Making Compensation
Decisions. Our compensation strategy with respect to our
individual executives is flexible and enables us to appropriately
differentiate and reward individuals with different experiences
and contributions, while taking into account:

Company financial and operational
performance;

The executive's individual performance,
experience and qualifications;

The scope of the executive's role;

The level of total compensation for our
other senior executives; and

Competitive market data to help us evaluate
how our executive pay levels compare to
others in our industry.

All of the foregoing factors are considered by the Compensation
Committee in a subjective manner without any specific formula
or weighting.

Opversight of Executive Compensation

Compensation Committee. 'The Compensation
Committee of our Board determines our Named Executive
Officers' pay, performance incentive awards, equity
compensation plans, and related matters, and is supported in that
process by an independent compensation consultant and
members of senior management, including our Senior Vice
President of Human Resources and Vice President of
Compensation and Benefits. The Committee regularly evaluates
our compensation programs to ensure they support our business
objectives, which include (i) continued quality restaurant
growth that generates acceptable returns, (ii) sustainability of
our brands and brand expansion as appropriate,

(iii) profitability, (iv) operational excellence, and (v) the
creation of long-term value for our stockholders. The
Committee
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operates according to a written charter which is available on our

website at www.thecheesecakefactory.com, by clicking on
"Investors" and "Corporate Governance."

Role of Outside Consultants. Since fiscal 2008, the
Compensation Committee has engaged Farient Advisors LLC
("Farient Advisors"), an independent compensation consulting
firm, to provide detailed evaluation and recommendations
regarding our executive compensation programs and to advise
the Compensation Committee with respect to structuring our
compensation plans to achieve our business objectives. Farient
Advisors conducts research as directed by the Compensation
Committee, and supports the Compensation Committee in the
design of executive and Board compensation. Although Farient
Advisors works with management, including our Chief
Executive Officer, to develop programs that support our
business objectives while carrying out its duties for the
Compensation Committee, Farient Advisors is retained by and
reports directly to the Compensation Committee and does not
provide any other services to the Company other than those for
which it has been retained by the Compensation Committee.

Role of Chief Executive Officer in Compensation
Decisions. Our Chief Executive Officer provides the
Compensation Committee with his assessment of the
performance of each Named Executive Officer (other than
himself) and his perspective on the factors described above

under Factors Considered in Making Compensation Decisions
when developing his recommendations for each Named
Executive Officer's compensation (again, other than his own),
including salary adjustments, incentive bonuses, annual equity
grants and equity grants awarded in conjunction with
promotions. The Compensation Committee discusses our Chief
Executive Officer's recommendations, consults with Farient
Advisors, and then approves or modifies the recommendations
in collaboration with the Chief Executive Officer.

Compensation of our Chief Executive Officer. Our Chief
Executive Officer's compensation is determined solely by the
Compensation Committee, which approves the terms of his
employment agreement and subsequently makes any
adjustments to his base salary, performance incentive
compensation and equity awards from year to year. The
Compensation Committee approved a new employment
agreement for Mr. Overton which took effect in fiscal 2009.

Please see the section entitled Employment Agreements in this
Proxy Statement for a summary of the material terms of
Mr. Overton's employment agreement.

The Compensation Committee solicits our Chief Executive
Officer's perspective on his own compensation, but makes
determinations regarding his compensation independently and
without him or other Named Executive Officers present. The
Compensation Committee reviews Mr. Overton's annual cash,
performance incentive and equity compensation at
approximately the same time and following the same process as
compensation levels are reviewed for all other Named
Executive Officers, as further described in this Compensation

62



Edgar Filing: CNOOC LTD - Form 6-K

Discussion and Analysis.

Market Positioning

Our Chief Executive Officer, Senior Vice President of
Human Resources and the Compensation Committee review and
analyze market data related to pay practices among comparable
companies, but they do not target specific levels of pay when
determining compensation for individual Named Executive
Officers.

In fiscal 2010, the Compensation Committee reviewed an
analysis prepared by Farient Advisors of market pay practices
for positions similar to the positions of our Named Executive
Officers and other key executives, adjusted to take into account
differences, if any, between the scope of our Named Executives
Officers' responsibilities compared to their counterparts in
positions with similar titles in comparable companies. This
analysis used pay comparisons from (i) comparable companies
in the restaurant industry (see below) as compiled from their
proxy disclosures and other SEC filings, and (ii) two recognized
market survey sources, the Mercer Executive Survey and the
Chain Restaurant Compensation Association
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(CRCA) Survey. Data from the comparable companies listed
below was weighted at 50% and the surveys were weighted at
25% each for purposes of determining market pay positions.

The Compensation Committee determined that the
following companies compare to us in that they are
publicly-traded, casual dining restaurants with over
$300 million in revenue (as of the most recently completed
fiscal year at the time of review) and are companies against
which we compete for executive talent:

Darden Restaurants Texas
Roadhouse
Brinker International California
Pizza Kitchen
CBRL (Cracker Barrel) Group DineEquity
Bob Evans Farms McCormick &
Schmick's Seafood
Restaurants
Ruby Tuesday Morton's
Restaurant Group
Landry's Restaurants Ruth's
Hospitality Group
P.F. Chang's China Bistro BJ's
Restaurants
O'Charley's Frisch's
Restaurants
Denny's Red Robin

Gourmet Burgers
Due to the substantial size differences among these
companies and us, Farient Advisors used regression analyses to
size-adjust the results and corroborated the findings with data
from our survey sources.

While this comparison group provides the Compensation
Committee with an important general frame of reference, the
Compensation Committee does not target our Named Executive
Officers' compensation at any specific percentile or within a
specific range of the comparison group's pay levels. After
review of the competitive market data for fiscal 2010, the
Compensation Committee found that total direct compensation
(i.e., base salary, target bonus, and value of long-term
incentives) for all of our Named Executive Officers was
positioned between the 50 and 75" percentiles compared to our
comparable companies.

Principal Elements of Compensation
Base Salary

In accordance with our compensation objectives, salaries
for our Named Executive Officers are set by the Compensation
Committee and administered to reflect the individual officer's
career experience, contribution and performance, as well as the
value of the position relative to the marketplace.
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Fiscal 2010. During its annual review of base salaries,
the Compensation Committee reviewed each Named Executive
Officer's performance and recommendations by our Chief
Executive Officer, as well as an annual review of historical
compensation survey data for positions comparable to our
Named Executive Officers in comparable companies provided
by Farient Advisors. During its discussions regarding the salary
adjustments for fiscal 2010, and without assigning a particular
formula or weight, the Compensation Committee considered the
following factors:

Our performance compared to certain
performance objectives established under
our performance incentive plan for fiscal

2009,

The share value of our common stock at the
end of fiscal 2009 compared to the end of

fiscal 2008,

The role of the Named Executive Officers in
driving our overall performance, and

As a general point of reference, the market
position of our Named Executive Officers'

compensation as discussed above in Market
Positioning.
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The Compensation Committee also considered the fact that
base salaries for our Named Executive Officers (other than
Mr. Overton under his renegotiated employment agreement) had
remained the same since January 2008, and that increases
proposed for fiscal 2010 (including that for Mr. Overton) were
within a competitive range compared to comparable companies.
Mr. Overton's increase recognized that he had already received
an increase in mid-year 2009 in association with the renewal of
his employment agreement. The base salary decisions for fiscal
2010 are set forth in the chart below.

Fiscal 2011. During its annual review of base salaries for
fiscal year 2011, the Compensation Committee considered each
executive's performance during the prior year as well as the
market data provided by Farient Advisors, as discussed above in
Market Positioning. Without using any particular formula or
assigning specific weights to any factor, the Compensation
Committee also considered:

Our actual performance compared to the
performance objectives established under
our performance incentive plan for fiscal

2010, and

Our operational and financial performance
in fiscal 2010 compared to our historic
performance.

Based on the foregoing factors, the Compensation
Committee determined that moderate increases in base salaries
for fiscal 2011 were appropriate based on individual and
Company performance, at percentages that ranged between
2.7% and 4.6%, as set forth below.

ANNUALIZED BASE SALARY

Fiscal 2011 Fiscal 2010 Fiscal 2009

Name and
Principal % %

Position $ Increase $ Increase $

David $ 915,000 4.6% $ 875,000 2.9% $ 850,000
Overton(1)

Chairman of

the Board

and Chief

Executive
Officer



Michael E.
Jannini(2)
President,
The
Cheesecake
Factory
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$ 565,000 2.7% $ 550,000

Incorporated

W. Douglas
Benn(3)
Executive
Vice

$ 432,600 3.0% $ 420,000 5.0% $ 400,000

President and

Chief
Financial
Officer

Debby R.
Zurzolo

Executive
Vice
President,
General
Counsel and
Secretary

Max S.
Byfuglin
President,
The
Cheesecake
Factory
Bakery

$ 404,500 3.1% $ 392,500 4.7% $ 375,000

$ 358,000 45% $ 342,500 4.6% $ 327,500

Incorporated

6]

@

3

For fiscal 2009, Mr. Overton's salary was increased by
$68,000 on an annualized basis in accordance with the
terms of his new employment agreement, which was
effective June 30, 2009.

For fiscal 2010, Mr. Jannini's salary was set in
accordance with the terms of his employment
agreement whi