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(1)           Title of each class of securities to which transaction applies:

Common Stock, par value $0.01 per share (“Common Stock”)

(2)           Aggregate number of securities to which transaction applies:

24,183,897 shares of Common Stock

(3)Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the
amount on which the filing fee is calculated and state how it was determined):

The filing fee of $16.54 was calculated pursuant to Exchange Act Rule 0-11 by multiplying 0.0001161 by an amount
equal to the product of 150,000 shares of Common Stock, which constitutes the total number of outstanding shares of
Common Stock estimated to be exchanged for the right to receive $0.95 per share in cash, without interest, in the
proposed merger and $0.95 per share.

(4)           Proposed maximum aggregate value of transaction:

$142,500

(5)           Total fee paid:

$16.54

¨           Fee paid previously with preliminary materials:

¨           Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing
for which the offsetting fee was paid previously.  Identify the previous filing by registration statement number, or the
form or schedule and the date of its filing.

(1)           Amount previously paid:
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(2)           Form, Schedule or Registration Statement No.:

(3)           Filing Party:

(4)           Date Filed:
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FOOTSTAR, INC.
933 MACARTHUR BLVD.

MAHWAH, NEW JERSEY 07430
(201) 934-2000

[________], 2011

Dear Footstar Stockholders:

You are cordially invited to attend a special meeting of stockholders of Footstar, Inc. (“Footstar”), to be held at 10:00
a.m., local time, on [________], 2011, at the offices of Olshan Grundman Frome Rosenzweig & Wolosky LLP located
at 65 East 55th Street, New York, New York 10022.  At the meeting, in accordance with Delaware law, our
stockholders of record as of [________] will be asked to consider and vote upon a proposal to revoke the Amended
Plan of Complete Dissolution and Liquidation of Footstar, Inc. (the “Plan of Dissolution”). In addition, subject to the
approval of the first Proposal, our stockholders of record as of [___], 2011 will be asked to vote upon a proposal to
adopt an Agreement and Plan of Merger, dated as of February 14, 2011, pursuant to which Footstar Acquisition, Inc.
(“Acquisition”) will merge with and into Footstar, with Footstar as the surviving corporation.

The merger, if approved, will enable us to terminate the registration of our common stock under the federal securities
laws and thereby eliminate the significant expense required to comply with the reporting and related requirements
under those laws.  Commonly referred to as a “going private” transaction, the proposed merger will reduce the number
of our stockholders of record to fewer than 300, as required for the elimination of our periodic reporting obligations
under the federal securities laws.  As a result, our common stock will be ineligible for quotation on the OTC Bulletin
Board. At a special meeting held on May 5, 2009, Footstar’s stockholders adopted and approved the Plan of
Dissolution. In order to consummate the merger with Acquisition, Footstar must first revoke the Plan of Dissolution,
which under Delaware law requires the approval of stockholders. Accordingly, the approval of the proposal to approve
the merger is subject to the approval of the proposal to revoke the Plan of Dissolution.

Under the terms of the merger agreement, each outstanding share of our common stock (other than shares as to which
appraisal rights have been demanded and not withdrawn or lost) held by those of you who own fewer than 500 shares
of our common stock in any discrete account will, at the effective time of the merger, be cancelled and converted into
the right to receive $0.95 in cash, without interest. As of [_____], 2011, only 0.5% of our shares are held by
stockholders owning less than 500 shares.  We currently anticipate that a minimum threshold of 500 shares will have
the effect of enabling us to “go private.”  However, our board of directors has the flexibility under the merger agreement
to adjust this threshold.  If, prior to the effective time of the merger, our board of directors determines that converting
each share held by a stockholder owning fewer than 500 shares into the right to receive $0.95 in cash will not reduce
the number of our common stock record holders below 300, our board of directors may elect to change the terms of
the merger so that shares of our common stock held by those of you owning fewer than up to [600] shares of our
common stock in any discrete account will be cancelled and converted into the right to receive $0.95 per share in cash.
Throughout the attached proxy statement, when we refer to the small stockholders or cashed-out stockholders we are
referring to holders of fewer than 500 shares of our common stock, or fewer than such other number as our board of
directors may determine as described above. In addition, when we refer to continuing stockholders or remaining
stockholders, we are referring to holders of 500 or more shares, or holders of such number of shares equal to or more
than such other number as or board of directors may determine as described above.

As a result of the merger, if you own fewer than 500 shares of our common stock immediately prior to the merger,
you will not have any ownership interest in Footstar and you will not participate in any potential future earnings (or
losses) or growth of Footstar after the merger.  Stockholders holding 500 or more shares of our common stock (which
holdings currently constitute approximately 0.5% of our outstanding shares) in any discrete account will continue to
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After careful consideration, the board of directors of Footstar unanimously determined that the merger is advisable,
fair to and in the best interests of Footstar’s unaffiliated stockholders, including both unaffiliated continuing
stockholders and unaffiliated cash-out stockholders, and has adopted the merger agreement and, accordingly,
recommends that its stockholders of record as of [___], 2011 vote “FOR” adoption of the merger agreement and its
stockholders of record as [________] vote “FOR” the proposal to revoke the Plan of Dissolution. In making its
recommendation, the board of directors considered a variety of factors, which are described in the accompanying
proxy statement.

Consummation of the merger is subject to certain conditions, including the affirmative vote by holders of a majority of
the voting power of our common stock outstanding as of [_______], 2011, the record date for the proposal to approve
the merger, to adopt the merger agreement and approve the merger, and the approval of the revocation of the Plan of
Dissolution pursuant to its terms. Approval of the revocation of the Plan of Dissolution is subject to, among other
things, the affirmative vote by holders of a majority of the voting power of our common stock outstanding as of
[________], the record date for the proposal to revoke the Plan of Dissolution.  Details of the proposed transaction are
set forth in the accompanying proxy statement, which we urge you to read carefully in its entirety.

If you are a holder of record as of [_____], 2011, the record date for the proposal to approve the merger, you will find
enclosed a proxy card to vote on that proposal. To adopt the merger agreement and approve the merger you should
cast a vote “FOR” this proposal by following the instructions contained in the enclosed proxy card.

If you are a holder of record as of [________], the record date for the proposal to revoke the Plan of Dissolution, you
will find enclosed a proxy card to vote on that proposal. To approve the proposal to revoke the Plan of Dissolution
you should cast a vote “FOR” this proposal by following the instructions contained in the enclosed proxy card. If you
properly sign and return your proxy card(s) with no voting instructions, you will be deemed to have voted “FOR”
adoption of the merger agreement and/or “FOR” the proposal to revoke the Plan of Dissolution, as the case may be.  If
you fail to return your proxy card(s) and fail to vote at the special meeting, the effect will be the same as a vote against
the proposal to approve the merger and/or the proposal to revoke the Plan of Dissolution, as the case may
be.  RETURNING THE PROXY CARD(S) DOES NOT DEPRIVE YOU OF YOUR RIGHT TO ATTEND THE
SPECIAL MEETING AND VOTE YOUR SHARES IN PERSON.

Please do not send your Footstar common stock certificates at this time.  If the merger is completed, you will receive
written instructions for exchanging your Footstar stock certificates for cash.

Sincerely,

Jonathan M. Couchman
President and Chief Executive
Officer

Mahwah, New Jersey

This proxy statement is dated [______], 2011 and is first being mailed to stockholders of Footstar on or about
[______], 2011.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved
this transaction, passed upon the merits or fairness of this transaction, or passed upon the adequacy or accuracy of the
information contained in this proxy statement.  Any representation to the contrary is a criminal offense.
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FOOTSTAR, INC.
933 MACARTHUR BLVD.

MAHWAH, NEW JERSEY 07430
(201) 934-2000

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON [_________], 2011

Notice is hereby given that a special meeting of the stockholders of Footstar, Inc. (“Footstar”), will be held on
[_________], 2011 at 10:00 a.m., local time, at the offices of Olshan Grundman Frome Rosenzweig & Wolosky LLP
located at 65 East 55th Street, New York, New York 10022 for the following purposes:

1.To consider and vote upon a proposal to revoke the Amended Plan of Complete Dissolution and Liquidation of
Footstar, Inc. (the “Plan of Dissolution”);

2.Subject to the approval of the first Proposal, to consider and vote upon a proposal to adopt and approve the
Agreement and Plan of Merger (the “Partial Cash-Out Merger Agreement”), dated as of February 14, 2011, by and
among Footstar and Footstar Acquisition, Inc.  (“Acquisition”) pursuant to which, among other things, Acquisition
will be merged with and into Footstar, with Footstar being the surviving corporation, upon the terms and subject to
the conditions of the Partial Cash-Out Merger Agreement described in the accompanying proxy statement (the
“Partial Cash-Out Merger”); and

3. To consider, act upon and transact such other business as may properly come before the special meeting
or any adjournments or postponements thereof.

The proposals are described in detail in the accompanying proxy statement and the appendices thereto.  You are urged
to read these materials very carefully and in their entirety before deciding how to vote.  In particular, you should
consider the discussion in the section of this proxy statement entitled “Special Factors.”

The board of directors of Footstar has fixed the close of business on [_______], 2011 as the record date for
determining the stockholders entitled to notice of and to vote at the special meeting on the proposal to approve the
Partial Cash-Out Merger. [________], is the record date for determining the stockholders entitled to notice of and to
vote at the special meeting on the proposal to revoke the Plan of Dissolution.  Only holders of record of shares of
Footstar common stock at the close of business on the respective record date for each proposal are entitled to notice
of, and to vote at, the special meeting or any adjournments or postponements thereof.  The affirmative vote by holders
of a majority of the voting power of Footstar common stock entitled to vote at the special meeting with respect to the
proposal to approve the Partial Cash-Out Merger is required to adopt the Partial Cash-Out Merger Agreement and
approve the Partial Cash-Out Merger. The affirmative vote by holders of a majority of the voting power of Footstar
common stock entitled to vote at the special meeting with respect to the proposal to revoke the Plan of Dissolution is
required to revoke the Plan of Dissolution. At a special meeting held on May 5, 2009, Footstar’s stockholders adopted
and approved the Plan of Dissolution. In order to consummate the Partial Cash-Out Merger with Acquisition, Footstar
must first revoke the Plan of Dissolution, which, in accordance with Delaware law, requires the approval of the
stockholders of record as of [________]. Accordingly, the approval of the proposal to approve the Partial Cash-Out
Merger is subject to the approval of the proposal to revoke the Plan of Dissolution.

After careful consideration, the board of directors of Footstar unanimously determined that the Partial Cash-Out
Merger is advisable, fair to and in the best interests of Footstar’s unaffiliated stockholders, including both unaffiliated
continuing stockholders and unaffiliated cashed-out stockholders, and has adopted the Partial Cash-Out Merger
Agreement and, accordingly, recommends that stockholders of record as of [___], 2011 vote “FOR” adoption of the
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Your vote is very important, regardless of the number of shares of Footstar common stock you own.  Please vote your
shares as soon as possible to ensure that your shares are represented at the special meeting.  To vote your shares, you
must complete and return the enclosed proxy card(s).

If you are a holder of record, you may also cast your vote in person at the special meeting. If you are a holder of
record as of [_____], 2011, the record date for the proposal to approve the Partial Cash-Out Merger, you will find
enclosed a proxy card to vote on that proposal. To adopt the Partial Cash-Out Merger Agreement and approve the
Partial Cash-Out Merger you should cast a vote “FOR” this proposal by following the instructions contained in the
enclosed proxy card.

If you are a holder of record as of [________], the record date for the proposal to revoke the Plan of Dissolution, you
will find enclosed a proxy card to vote on that proposal. To approve the proposal to revoke the Plan of Dissolution
you should cast a vote “FOR” this proposal by following the instructions contained in the enclosed proxy card.

If your shares are held in an account at a brokerage firm or bank, you must instruct them on how to vote your
shares.  If you do not instruct your broker or bank on how to vote, it will have the same effect as voting against the
proposal to approve the Partial Cash-Out Merger and/or the proposal to revoke the Plan of Dissolution, as the case
may be.

All holders of our common stock have the right under Delaware law to demand an appraisal of their shares and to
have a judicial determination of the fair value of their shares.  These rights, generally known as appraisal rights, are
described in detail in the proxy statement accompanying this notice.  In addition, a copy of Section 262 of the
Delaware General Corporation Law, which governs appraisal rights, is attached as Appendix C to this proxy
statement.  We urge you to read both the applicable section of the proxy statement and the statutory provisions
carefully.  If you wish to demand an appraisal of your shares, you must strictly comply with the statutory
requirements.

By Order of the Board of Directors,

Jonathan M. Couchman
President and Chief Executive Officer

Mahwah, New Jersey
[___________], 2011
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SUMMARY TERM SHEET

The following summary term sheet, together with the “Questions and Answers About the Partial Cash-Out Merger”
following this summary term sheet, highlight selected information from this proxy statement about our proposed
Partial Cash-Out Merger and the proposal to revoke the Plan of Dissolution and the special meeting. This summary
term sheet and the question and answer section may not contain all of the information that is important to you.  To
better understand, and for a more complete description of, the Partial Cash-Out Merger and the proposal to revoke the
Amended Plan of Complete Dissolution and Liquidation of Footstar, Inc. (the “Plan of Dissolution”), you should
carefully read this entire document and all of its appendices before you vote.  For your convenience, we have directed
your attention in parentheses to the location in this proxy statement where you can find a more complete discussion of
each item listed below.

As used in this proxy statement, “Footstar,” “we,” “our,” and “us” refer to Footstar, Inc. and all of its subsidiaries, the term
“Acquisition” refers to Footstar Acquisition, Inc., the term “Partial Cash-Out Merger Agreement” refers to the Agreement
and Plan of Merger dated as of February 14, 2011 by and among Footstar and Acquisition, the term “Partial Cash-Out
Merger” refers to the proposed merger between Footstar and Acquisition pursuant to the Partial Cash-Out Merger
Agreement and described herein and the term “common stock” or “common shares” refers to the issued and outstanding
common shares of Footstar common stock, par value $0.01 per share.

The Parties (see page [__])

Footstar, Inc.
933 MacArthur Blvd.
Mahwah, New Jersey 07430

Footstar, Inc., a Delaware corporation, is a holding company that is currently winding down pursuant to the Plan of
Dissolution, which was adopted by Footstar’s stockholders on May 5, 2009.  The proposal to revoke the Plan of
Dissolution will, if approved by stockholders, authorize Footstar to file a certificate of revocation of dissolution with
the Secretary of State of the State of Delaware which, at the effective  time thereof, cause the revocation of the Plan of
Dissolution. The phone number of Footstar’s principal executive office is (201) 934-2000.

On January 3, 2011, CPEX Pharmaceuticals, Inc., a Delaware corporation (“CPEX”), FCB I Holdings Inc., a Delaware
corporation (“NewCo”) and FCB I Acquisition Corp., a Delaware corporation and a wholly-owned subsidiary of NewCo
(“Merger Sub”), entered into an Agreement and Plan of Merger (the “CPEX Transaction Agreement”), pursuant to which,
subject to satisfaction or waiver of the conditions therein, Merger Sub will merge with and into CPEX (the “CPEX
Transaction”), with CPEX surviving as a wholly-owned subsidiary of NewCo.

Merger Sub is a wholly owned subsidiary of NewCo, which is owned 80.5% by Footstar Corporation, a Texas
corporation (“Footstar Corp”), and 19.5% by an unaffiliated investment holding company (the “19.5% Stockholder”).
Footstar Corp is a wholly owned subsidiary of Footstar. Following the Merger, CPEX, through Footstar Corp’s
ownership interest in NewCo, will be an 80.5% owned subsidiary of Footstar Corp. In exchange for their respective
80.5% and 19.5% ownership of NewCo, Footstar Corp and the 19.5% Stockholder are providing approximately $3.2
million and approximately $0.8 million, respectively, in equity financing to fund the CPEX Transaction.

See “SPECIAL FACTORS – Merger with CPEX” for a more complete description of the CPEX Transaction Agreement.

Footstar Acquisition, Inc.
933 MacArthur Blvd.
Mahwah, New Jersey 07430
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Footstar Acquisition, Inc., a Delaware corporation and a wholly owned subsidiary of Footstar, was formed solely for
the purpose of engaging in the transactions contemplated by the Partial Cash-Out Merger Agreement.  Acquisition has
not conducted any significant activities other than those incident to its approval and execution of the Partial Cash-Out
Merger Agreement and related documents.  Acquisition has no material assets or liabilities, other than its rights and
obligations under the Partial Cash-Out Merger Agreement, and has no operations.

1
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The Special Meeting (see page [__])

At the special meeting, stockholders of record as of [___], 2011 are being asked to vote to approve the proposal to
approve the Partial Cash-Out Merger of Acquisition with and into Footstar, with Footstar continuing as the surviving
corporation, and, in accordance with Delaware law, stockholders of record as of [________] are being asked to
approve the proposal to revoke the Plan of Dissolution. The Plan of Dissolution was approved and adopted by
Footstar’s stockholders on May 5, 2009. In order to consummate the Partial Cash-Out Merger, Footstar must first
revoke the Plan of Dissolution in accordance with Section 311 of the Delaware General Corporation Law (the “DGCL”).
Accordingly, the approval of the proposal to approve the Partial Cash-Out Merger is subject to the approval of the
proposal to revoke the Plan of Dissolution. Stockholders entitled to vote on the proposal to approve the Partial
Cash-Out Merger are stockholders of record as of [_____], 2011 and stockholders entitled to vote on the proposal to
revoke the Plan of Dissolution are stockholders of record as of [________].

The Partial Cash-Out Merger Agreement (see page [__])

Under the Partial Cash-Out Merger Agreement, Acquisition will merge with and into Footstar, with Footstar to remain
as the surviving corporation.  We have attached a copy of the Partial Cash-Out Merger Agreement as Appendix A to
this proxy statement.  We encourage you to read the Partial Cash-Out Merger Agreement carefully because it is the
legal document that governs the Partial Cash-Out Merger.  Under the terms of the Partial Cash-Out Merger
Agreement, if the Partial Cash-Out Merger is completed:

• those of you owning fewer than 500 shares of our common stock in record form or indirectly through a nominee in
any discrete account as of the effective time of the Partial Cash-Out Merger will receive a cash payment of $0.95
per share, without interest (currently only 0.5% of our shares are held by stockholders holding fewer than 500
shares); provided, however, that if, prior to the effective time of the Partial Cash-Out Merger, our board of directors
determines that converting each share held by a stockholder owning fewer than 500 shares into the right to receive
$0.95 in cash will not reduce the number of our common stock record holders below 300, our board of directors
may elect to change the terms of the Partial Cash-Out Merger so that those of you owning fewer than up to [600]
shares of our common stock, as the case may be, in any discrete account will be cancelled and converted into the
right to receive $0.95 per share in cash;

• those of you owning 500 or more shares of our common stock in record form or indirectly through a nominee in any
discrete account as of the effective time of the Partial Cash-Out Merger will continue to hold their shares; and

•our officers and directors at the effective time of the Partial Cash-Out Merger will be our officers and directors
immediately after the Partial Cash-Out Merger.

Throughout this proxy statement, when we refer to the small stockholders or cashed-out stockholders we are referring
to holders of fewer than 500 shares of our common stock, or fewer than such other number as our board of directors
may determine as described above. In addition, when we refer to continuing stockholders or remaining stockholders,
we are referring to holders of 500 or more shares, or holders of such number of shares equal to or more than such
other number as or board of directors may determine as described above.

If you hold shares of our common stock in street name, your broker, bank or other nominee is considered the
stockholder of record with respect to those shares and not you.  It is possible that the bank, broker or other nominee
also holds shares for other beneficial owners of our common stock and therefore may hold 500 or more total shares
even if your street name shares total less than 500.
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Footstar does not intend to effect the Partial Cash-Out Merger at the beneficial holder level. Accordingly, stockholders
holding fewer than 500 shares of our common stock in street name through a nominee (such as a bank or broker) will
not be cashed-out in the Partial Cash-Out Merger if their nominee holds a total of 500 or more shares. If you hold
fewer than 500 shares of common stock in street name and want to have your shares cashed out in the Partial
Cash-Out Merger, you should instruct your nominee to transfer your shares into a record account in your name prior
to 5 p.m. on the last business day prior to the effective time of the Partial Cash-Out Merger. In any event, if you hold
your shares of our common stock in street name, we encourage you to contact your bank, broker or other nominee
about the effect of the Partial Cash-Out Merger on your shares.

Effect of the Partial Cash-Out Merger (see page [__])

As a result of the Partial Cash-Out Merger:

•following the Partial Cash-Out Merger, we intend to eliminate registration of our common shares under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), and cease filing periodic reports under the
Exchange Act, which means that price quotations for our common shares will no longer be available on the OTC
Bulletin Board.  Accordingly, the Partial Cash-Out Merger is considered a “going private” transaction;

• the number of our issued and outstanding shares will decrease from 24,183,897 to approximately [24,033,897];

•cashed-out stockholders will no longer have an interest in or be a stockholder of Footstar and, therefore, they will
not be able to participate in any of our future earnings and growth;

•we estimate that the number of record stockholders will be reduced from approximately 2,000 to approximately
200; and

• the percentage of ownership of our common stock beneficially held by our current officers and directors as
a group (including shares subject to currently exercisable options) will not change

Reasons for the Partial Cash-Out Merger (see page [__])

The requirements of being a publicly traded company and complying with the federal securities laws are
expensive.  We anticipate that deregistration will enable us to save significant accounting, legal and administrative
expenses relating to our public disclosure and reporting requirements under the Exchange Act.  Accordingly, the
board of directors believes that it is in the best interest of Footstar and our stockholders to complete the Partial
Cash-Out Merger with Acquisition. In addition, since only 0.5% of our shares are held by stockholders owning less
than 500 shares, the Partial Cash-Out merger will impact only a minimal amount of outstanding shares. Accordingly,
the Partial Cash-Out Merger will likewise have only a minimal effect on the voting power of continuing stockholders,
and affiliated stockholders will realize a less than 1% increase in their aggregate voting power.

Fairness of the Partial Cash-Out Merger (see page [__])

The board of directors has unanimously determined that the terms of the Partial Cash-Out Merger and the Partial
Cash-Out Merger Agreement are advisable, fair to and in the best interests of Footstar stockholders, including
unaffiliated cashed-out stockholders and unaffiliated continuing stockholders.  The board of directors considered a
number of factors, as more fully described under “Special Factors—Background of the Partial Cash-Out Merger” and
“—Reasons for the Board’s Recommendation,” in making its recommendation.
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The board of directors believes that the Partial Cash-Out Merger, the Partial Cash-Out Merger Agreement and the
related transactions are substantively and procedurally fair to and in the best interests of the Footstar stockholders,
including unaffiliated stockholders, for all of the reasons set forth herein.  See “Special Factors—Reasons for the Board’s
Recommendation.”  In reaching its conclusions regarding fairness, the board of directors considered the interests of
both holders of fewer than 500 of our shares who will receive $0.95 per share in cash for their shares, and holders of
500 or more of our shares who will remain stockholders after Footstar becomes a private company.

3

Edgar Filing: FOOTSTAR INC - Form PREM14A

18



Table of Contents

With respect to cashed-out Footstar stockholders, the board of directors considered, among other things, the fact that
the cashed-out stockholders will not be able to participate in the future earnings and growth of Footstar, if any.
However, the board of directors believes that these factors are more than offset by the benefits to the remaining
stockholders, including (1) that the Partial Cash-Out Merger consideration of $0.95 per share represents a premium of
5% over the trailing average of the closing price of our common stock for the 20 trading days prior to February 14,
2011, the date of our public announcement of the execution of the Partial Cash-Out Merger Agreement, (2) the value
presented by the opportunity to realize a disposition of an otherwise relatively illiquid investment without incurring
brokerage commissions or fees and (3) that stockholders who would otherwise be cashed out but desire to retain their
equity interest in Footstar after the Partial Cash-Out Merger can increase the number of shares they hold to 500 shares
or more prior to the effective time. See “Special Factors—Purpose of the Partial Cash-Out Merger” and “—Reasons for the
Board’s Recommendation.”

With respect to continuing Footstar stockholders, the board of directors considered, among other things, the adverse
effect of the loss of a public trading market for the common stock, the lack of publicly available information on
Footstar when it ceases to file Exchange Act reports, that Footstar will no longer be subject to the provisions of the
Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”) when it terminates its Exchange Act registration and the
reduced cash balance resulting from the transaction costs for the Partial Cash-Out Merger.  However, the board of
directors believes that these factors are more than offset by the benefits to the remaining stockholders created by the
lower expenses and other benefits of becoming a private company.  See “Special Factors—Purpose of the Partial
Cash-Out Merger” and “—Reasons for the Board’s Recommendation.”

Merger with CPEX (see page [__])

On January 3, 2011, CPEX, NewCo and Merger Sub entered into the CPEX Transaction Agreement, pursuant to
which, subject to satisfaction or waiver of the conditions therein, Merger Sub and CPEX will effect the CPEX
Transaction, with CPEX surviving as a wholly-owned subsidiary of NewCo and an indirect majority-owned
subsidiary of Footstar.

Merger Sub is a wholly owned subsidiary of NewCo, which is owned 80.5% by Footstar Corp, and 19.5% by the
19.5% Stockholder. Footstar Corp is a wholly owned subsidiary of Footstar. Following the Merger, CPEX, through
Footstar Corp’s ownership interest in NewCo, will be an 80.5% owned subsidiary of Footstar Corp. In exchange for
their respective 80.5% and 19.5% ownership of NewCo, Footstar Corp and the 19.5% Stockholder are providing
approximately $3.2 million and approximately $0.8 million, respectively, in equity financing to fund the CPEX
Transaction.

See “SPECIAL FACTORS – Merger with CPEX” for a more complete description of the CPEX Transaction Agreement.

Vote Required to Approve the Partial Cash-Out Merger (see page [__])

The affirmative vote by holders of a majority of the voting power of our outstanding common stock as of [____],
2011, the record date for the proposal to adopt the Partial Cash-Out Merger Agreement, is required to adopt the Partial
Cash-Out Merger Agreement and approve the Partial Cash-Out Merger.  Our officers and directors collectively own or
control an aggregate of 11,200,539 shares of our common stock, representing in the aggregate approximately 46.3%
of the total number of votes entitled to vote on the proposal to approve the Partial Cash-Out Merger.  Our officers and
directors have indicated to Footstar that they intend to vote their shares in favor of the proposal to approve the Partial
Cash-Out Merger.
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Financing (see page [__])

Footstar will pay the Partial Cash-Out Merger consideration with cash on hand. Up to $142,500 will be required to
pay the aggregate cash Partial Cash-Out Merger consideration to our cashed-out stockholders and we estimate
expenses in connection with the Partial Cash-Out Merger will be $75,000.

Conditions to the Completion of the Partial Cash-Out Merger (see page [__])

Before we complete the Partial Cash-Out Merger, a number of closing conditions must be satisfied or waived.  The
conditions to the obligations of each party to complete the Partial Cash-Out Merger include, among others:

•The proposal to revoke the Plan of Dissolution be approved at the special meeting by the holders of a majority of
the voting power of our outstanding common stock as of [________].

•The Partial Cash-Out Merger Agreement be adopted and approved at the special meeting by the holders of a
majority of the voting power of our outstanding common stock as of [_______], 2011.

•As a result of the Partial Cash-Out Merger fewer than 300 persons will hold of record our common shares and we
will be eligible to terminate registration of our common stock under Section 12(g) of the Exchange Act and suspend
our obligation to file periodic reports under Section 13 of the Exchange Act.

•Regulatory approval from governmental entities which shall have been delivered and obtained and no court or other
governmental entity has issued an order to enjoin the transaction.

Other than the clearance of this proxy statement and other related filings by the Securities and Exchange Commission
(the “SEC”), the filing of each of the certificate of revocation of the Plan of Dissolution and certificate of merger for the
Partial Cash-Out Merger with the Secretary of State of the State of Delaware, there are no regulatory approvals
required for completion of the Partial Cash-Out Merger.

Material U.S. Federal Income Tax Consequences (see page [__])

Generally, for United States federal income tax purposes, cashed-out stockholders will be treated as if they sold their
common stock for the cash received in the Partial Cash-Out Merger.  Each stockholder will recognize taxable gain or
loss equal to the difference between the amount of cash received and the stockholder’s adjusted tax basis in the
Footstar common stock exchanged.  Stockholders who do not receive cash in the Partial Cash-Out Merger should not
be subject to taxation as a result of the Partial Cash-Out Merger.  See “Proposal to Approve the Partial Cash-Out
Merger—Material U.S. Federal Income Tax Consequences” beginning on page [__].  THE TAX CONSEQUENCES TO
YOU RESULTING FROM THE PARTIAL CASH-OUT MERGER WILL DEPEND ON CIRCUMSTANCES
SPECIFIC TO YOUR SITUATION.  TO REVIEW THE MATERIAL TAX CONSEQUENCES IN GREATER
DETAIL, PLEASE READ THE DISCUSSION UNDER “PROPOSAL TO APPROVE THE PARTIAL CASH-OUT
MERGER—MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES.”  You should consult your personal tax
advisors for a full understanding of the tax consequences of the Partial Cash-Out Merger to you.

Appraisal Rights (see page [__])

Holders of our common stock may seek, under Section 262 (“Section 262”) of the DGCL, judicial appraisal of the fair
value of their shares by the Delaware Court of Chancery.  This value could be more or less than or the same as the
$0.95 per share Partial Cash-Out Merger consideration for our common stock being paid to cashed-out
stockholders.  This right to appraisal is subject to a number of restrictions and technical requirements.  Generally, in
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•you must not vote in favor of the proposal to adopt and approve the Partial Cash-Out Merger Agreement and the
Partial Cash-Out Merger;

•you must make a written demand to Footstar for appraisal in compliance with the DGCL before the vote on the
proposal to adopt and approve the Partial Cash-Out Merger Agreement and the Partial Cash-Out Merger at the
special meeting; and

•you must hold your shares of record continuously from the time of making a written demand for appraisal though
the effective time of the Partial Cash-Out Merger.

Merely voting against the Partial Cash-Out Merger Agreement and the Partial Cash-Out Merger will not preserve your
right to appraisal under Delaware law.  Also, because a submitted proxy not marked “against” or “abstain” will be voted
“for” the proposal to adopt the Partial Cash-Out Merger Agreement, the submission of a proxy not marked “against” or
“abstain” will result in the waiver of appraisal rights.  If you hold shares in the name of a broker or other nominee, you
must instruct your nominee to take the steps necessary to enable you to demand appraisal for your shares.  If you or
your nominee fails to follow all of the steps required by Section 262, you will lose your right of appraisal.  Appendix
C to this proxy statement contains the full text of Section 262, which relates to your right of appraisal.  We encourage
you to read these provisions carefully and in their entirety.

Revocation of Plan of Dissolution (see page [__])

At a special meeting held on May 5, 2009, Footstar’s stockholders adopted and approved the Plan of Dissolution. As
part of a routine assessment of strategic alternatives, the board of directors of Footstar determined to pursue a strategic
transaction with CPEX. In light of the anticipated acquisition of CPEX in April 2011, the board of directors believes it
is advisable to suspend liquidating Footstar pursuant to the Plan of Dissolution. If the proposal to revoke the Plan of
Dissolution is approved, Footstar intends to permanently cease making liquidating distributions.

In order to consummate the Partial Cash-Out Merger with Acquisition, Footstar must first revoke the Plan of
Dissolution. Accordingly, the approval of the proposal to approve the Partial Cash-Out Merger is subject to the
approval of the proposal to revoke the Plan of Dissolution. The proposal to revoke the Plan of Dissolution will, if
approved by stockholders, authorize Footstar to file a certificate of revocation of dissolution with the Secretary of
State of the State of Delaware which will, at the effective time thereof, cause the revocation of the Plan of Dissolution.
The form of certificate of revocation of dissolution is attached to this proxy statement as Appendix B.

If the proposal to revoke the Plan of Dissolution is not approved, it is expected that the current management of
Footstar, under the direction of the board of directors, will recommence dissolving Footstar in accordance with the
Plan of Dissolution. In addition, if the proposal to revoke the Plan of Dissolution is not approved and the CPEX
Transaction is consummated, Footstar is considering, among other things, taking the actions necessary to spin-off the
common stock of Footstar Corp, its wholly-owned subsidiary, as a special dividend or other distribution to Footstar
stockholders so that Footstar stockholders can continue to participate in earnings resulting from the CPEX
Transaction, if any, after Footstar is completely dissolved.

The Plan of Dissolution is attached as Annex A to Footstar’s Proxy Statement on Schedule 14A filed with the SEC on
April 6, 2009 and is incorporated herein by reference.

Vote Required to Approve the Proposal to Revoke the Plan of Dissolution (see page [__])

In accordance with the DGCL, stockholders entitled to vote on the proposal to revoke the Plan of Dissolution are
stockholders of record as of [________]. The affirmative vote by holders of a majority of the voting power of our
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outstanding common stock as of [________] is required to approve the proposal to revoke the Plan of Dissolution. Our
officers and directors collectively owned or controlled an aggregate of [________] shares of common stock, or
[___]%, of the total number of votes entitled to vote on the proposal to revoke the Plan of Dissolution. Our officers
and directors have indicated to Footstar that they intend to vote their shares in favor of the proposal to revoke the Plan
of Dissolution.
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Recommendation of Our Board of Directors (see page [__])

After careful consideration of other factors relating to the advisability and fairness of the Partial Cash-Out Merger, the
board of directors of Footstar unanimously determined that the Partial Cash-Out Merger is advisable, fair to and in the
best interests of the Footstar stockholders, including unaffiliated cashed-out stockholders and unaffiliated continuing
stockholders, and has adopted the Partial Cash-Out Merger Agreement and, accordingly, recommends that
stockholders of record as of [___], 2011 vote “FOR” adoption of the Partial Cash-Out Merger Agreement and
stockholders of record as of [________] vote “FOR” the proposal to revoke the Plan of Dissolution.

Cautionary Statement Concerning Forward-Looking Information

This proxy statement includes statements that are not historical facts.  These forward-looking statements are based on
Footstar’s current estimates and assumptions and, as such, involve uncertainty and risk.  Forward-looking statements
include the information concerning Footstar’s possible or assumed future results of operations and also include those
preceded or followed by the words “anticipates,” “believes,” “could,” “estimates,” “expects,” “intends,” “may,” “should,” “plans,” “targets”
and/or similar expressions. These forward-looking statements include, but are not limited to, statements concerning
the following:

• the completion of the Partial Cash-Out Merger and the termination of the registration of our common stock under
the Exchange Act;

• the estimated number of shares to be cashed-out in the Partial Cash-Out Merger;

• the expected cost of the Partial Cash-Out Merger;

• the CPEX Transaction, including the completion thereof;

• the cost savings that we expect to realize following the termination of the registration of our common stock;

• the ability of continuing stockholders to sell their shares following the completion of the Partial Cash-Out Merger;
and

• the expectation that our business and operations will continue following the Partial Cash-Out Merger
substantially as presently conducted.

These forward-looking statements are subject to a number of risks and uncertainties, and future events and actual
results could differ materially from those described in, contemplated by or underlying these forward-looking
statements. These risks and uncertainties include, but are not limited to:

• the occurrence of any event, change or other circumstance that could give rise to the abandonment of the Partial
Cash-Out Merger or the CPEX Transaction;

• the inability to obtain stockholder approval of the proposal to approve the Partial Cash-Out Merger and/or the
proposal to revoke the Plan of Dissolution;

• the outcome of any legal proceedings instituted against use relating to the Partial Cash-Out Merger or the
deregistration of our common stock;

•
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registration of our common stock under the Exchange Act, including, without limitation, any failure of the Partial
Cash-Out Merger to result in the reduction of the number of our stockholders of record to below 300;
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• the amount of the costs, fees, expenses and charges that we incur in connection with the Partial Cash-Out Merger;

• the inability to realize the cost savings that we expect to achieve as a result of termination of the registration of our
common stock; and

•risk factors detailed in our Annual Report on Form 10-K for the fiscal year ending January 2, 2010, as subsequently
amended, and our Quarterly Reports for the periods ended April 3, 2010, July 3, 2010 and October 2, 2010, which
are hereby incorporated by reference into this proxy statement.

The forward-looking statements are not guarantees of future performance, events or circumstances, and actual results
may differ materially from those contemplated by these forward-looking statements. For these reasons, you should not
place undue reliance on any forward-looking statements included in this proxy statement.

Except to the extent required under the federal securities laws, we do not intend to update or revise the
forward-looking statements to reflect circumstances arising after the date of the preparation of the forward-looking
statements.

8
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QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING, THE PARTIAL CASH-OUT MERGER AND
THE PROPOSAL TO REVOKE THE PLAN OF DISSOLUTION

Q. Why did I receive this proxy statement?

A.We sent you this proxy statement and the enclosed proxy because our board of directors is soliciting your votes for
use at a special meeting of stockholders.  This proxy statement summarizes information that you need to know in
order to cast an informed vote at the meeting.  However, you do not need to attend the meeting to vote your
shares.  Instead, you may simply complete, sign and return the enclosed proxy card(s).  We will begin sending this
proxy statement, notice of special meeting and the enclosed proxy on or about [_______], 2011 to all stockholders
entitled to vote on the proposals set forth herein.

Q. Where and when is the special meeting?

A.The special meeting of Footstar stockholders will be held on [_______], 2011 at 10:00 a.m., local time at the offices
of Olshan Grundman Frome Rosenzweig & Wolosky LLP located at 65 East 55th Street, New York, New York
10022.

Q. What am I being asked to vote on?

A. Stockholders of record as of [_____], 2011 are being asked to adopt the Partial Cash-Out Merger
Agreement that we entered into with Acquisition and to approve the Partial Cash-Out Merger of
Acquisition into Footstar, with Footstar as the surviving corporation.  As a result of the Partial Cash-Out
Merger, all stockholders owning fewer than 500 of our common shares in any discrete account will receive
$0.95 for each share that they own.  In addition, all stockholders owning at least 500 of our common shares
in any discrete account will continue to hold their shares.

Stockholders of record as of [________] are being asking to approve a proposal to revoke the Plan of Dissolution. In
order to consummate the Partial Cash-Out Merger with Acquisition, Footstar must first revoke the Plan of Dissolution,
which, in accordance with Delaware law, requires the approval of stockholders of record as of [________].
Accordingly, the approval of the proposal to approve the Partial Cash-Out Merger is subject to the approval of the
proposal to revoke the Plan of Dissolution.

Q. Why is Footstar proposing the Partial Cash-Out Merger?

A.If approved, the Partial Cash-Out Merger will enable us to “go private” and thus terminate our obligations to file
annual and periodic reports and make other filings with the SEC.  The purpose behind the Partial Cash-Out Merger
and the benefits of “going private” include:

• eliminating the costs associated with filing documents under the Exchange Act with the SEC; and

•reducing the direct and indirect costs of administering stockholder accounts and responding to stockholder requests.

Q. What does “going private” mean?

A.We will have fewer than 300 stockholders of record, will be eligible for and will file for deregistration of our
Common Stock and will become a “private company.”  In this regard, we, by going private, will no longer have to file
periodic reports, such as annual, quarterly and other reports, with the SEC.
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Q:What if the Partial Cash-Out Merger doesn’t reduce the number of Footstar stockholders enough to allow us to “go
private”?

A.We anticipate that if our stockholders holding fewer than 500 shares of our common stock receive cash in exchange
for their shares, we will be able to “go private.”  However, in the Partial Cash-Out Merger Agreement the parties
agreed to allow our board of directors flexibility to adjust this threshold to enable us to go private.  The agreement
provides that if, prior to the effective time of the Partial Cash-Out Merger, our board of directors determines that
converting each share held by a stockholder owning fewer than 500 shares into the right to receive $0.95 in cash
will not reduce the number of common stock record holders below 300, our board of directors may elect to change
the terms of the Partial Cash-Out Merger so that shares of our common stock held by stockholders of fewer than up
to [600] shares of our common stock in any discrete account will be cancelled and converted into the right to
receive $0.95 per share in cash. Throughout this proxy statement, when we refer to the small stockholders or
cashed-out stockholders we are referring to holders of fewer than 500 shares of our common stock, or fewer than
such other number as our board of directors may determine as described above. In addition, when we refer to
continuing stockholders or remaining stockholders, we are referring to holders of 500 or more shares, or holders of
such number of shares equal to or more than such other number as or board of directors may determine as described
above.

9
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Q. What vote is required for approval?

A.The affirmative vote by holders of a majority of the voting power of our outstanding common stock as of [____],
2011, the record date for the proposal to approve the Partial Cash-Out Merger, is required to adopt the Partial
Cash-Out Merger Agreement and approve the Partial Cash-Out Merger. The affirmative vote by holders of a
majority of the voting power of our outstanding common stock as of [________] is required to approve the proposal
to revoke the Plan of Dissolution. At the close of business on [________], 2011, there were outstanding 24,183,897
shares of Footstar common stock entitled to vote on the proposal to approve the Partial Cash-Out Merger and at the
close of business on [________] there were outstanding [________] shares of Footstar common stock entitled to
vote on the proposal to revoke the Plan of Dissolution. Our officers and directors collectively own or control an
aggregate of 11,200,539 shares of our common stock, representing in the aggregate approximately 46.3% of the
total number of votes entitled to vote on the proposal to approve the Partial Cash-Out Merger and owned or
controlled approximately [___]% of the total number of votes entitled to vote on the proposal to revoke the Plan of
Dissolution. Our officers and directors have indicated to Footstar that they intend to vote their shares in favor of the
proposal to approve the Partial Cash-Out Merger and in favor of the proposal to revoke the Plan of Dissolution.

Q. How did the board of directors determine the cash-out price?

A.The board of directors considered recent and historical trades of the Footstar common stock. The common stock has
traded since December 30, 2003 on the OTC Bulletin Board. That market has represented the principal outlet for
stockholders who wished to dispose of shares of common stock. The board of directors viewed that market as a
good indicator of what a willing buyer would pay to a willing seller, neither one of whom is under any compulsion
to buy or sell, after considering such factors as their estimate of Footstar’s value as a whole, its earnings and
performance history, its prospects, the prospects of the industry as a whole, the announcement and execution of the
CPEX Transaction Agreement, an assessment of the control parties and management of Footstar, and other factors
that typically bear on a common stock purchase or sale decision. Accordingly, the board of directors determined
that a cash-out price based on the historical market prices of Footstar’s common stock would be the most accurate
method of determining the fair value of shares of common stock being cashed out in the Partial Cash-Out Merger.
In determining the cash-out price based on historical trades in the common stock, the board of directors determined
that an average trading price of the common stock over a period of time, rather than the closing price as of a
specified date, would most accurately represent the current value of the common stock. In addition, due to the
CPEX Transaction, the board of directors determined that, in calculating an average historical price for the common
stock, an average of trading prices during a period of time subsequent to the announcement of the CPEX
Transaction would most accurately reflect the current fair value of the common stock. The board of directors
accordingly determined to calculate the cash-out price as a price equal to the trailing average of the closing price of
the common stock for the 20 trading days prior to February 14, 2011, the date of our public announcement of the
execution of the Partial Cash-Out Merger Agreement, plus a premium of 5%. In determining the premium, the
board of directors considered the recent increase in trading price following the announcement of the CPEX
Transaction and the limited trading volume for the common stock. The board of directors determined that a 5%
premium over the 20 trading day trailing average of $0.905, which provided for a $0.95 Cash-Out Price, was a fair
price for the common stock being cashed out in the Partial Cash-Out Merger in light of the factors considered by
the board of directors as described above.

10
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Footstar did not receive a report, opinion, or appraisal from an outside party as to the value of our common stock, or
the fairness of the Partial Cash-Out Merger to stockholders who will receive cash in the Partial Cash-Out Merger,
stockholders who will remain stockholders following the Partial Cash-Out Merger or affiliated stockholders or
Footstar.

The independent members of the board of directors concluded that there were already sufficient procedural safeguards
without the expense of retaining an independent fairness advisor, particularly since unaffiliated and affiliated
stockholders would be treated the same in the Partial Cash-Out Merger and any of such stockholders could change his
or her stock holdings prior to the Effective Date, as described above, in order to either get cashed out in the Partial
Cash-Out Merger or continue as a stockholder of Footstar following the Partial Cash-Out Merger. In addition, the
board of directors took into account the importance of preserving Footstar’s cash position and completing the Partial
Cash-Out Merger as expeditiously as practicable.

Q. How do I cast my vote?

A.If your shares are registered directly in your name with BNY Mellon Shareowner Services (“BNY Mellon”), you are
considered, with respect to those shares, the stockholder of record, and these proxy materials were sent directly to
you.  As the stockholder of record, you may vote in person at the special meeting or by submitting a proxy for the
special meeting.  You can submit your proxy by completing, signing, dating and returning the enclosed proxy
card(s) in the accompanying pre-addressed postage paid envelope.

If your shares are held in a stock brokerage account or by a bank or other nominee, you are considered the “beneficial
owner” of shares held “in street name,” and these proxy materials have been forwarded to you by your broker or nominee
which is considered, with respect to those shares, the stockholder of record.  As the beneficial owner, you have the
right to direct your broker how to vote and are also invited to attend the special meeting.  However, as a beneficial
owner, you are not the stockholder of record, and you may not vote these shares in person at the meeting unless you
obtain a signed proxy from the stockholder of record giving you the right to vote the shares.  Your broker or nominee
has enclosed or provided a voting instruction card for you to use in directing the broker or nominee how to vote your
shares.

Q. Can I change my vote after I have delivered my proxy?

A.Yes.  If you are a record holder, you can change your vote at any time before your proxy is voted at the special
meeting by:

• delivering to the secretary of Footstar, as appropriate, a signed notice of revocation;

•granting a new, later-dated proxy, and if it is a written proxy, it must be signed and delivered to the respective
Secretary of Footstar, as appropriate; or

•attending the special stockholders meeting and voting in person, however, your attendance alone will not revoke
your proxy.

If your shares are held in a street name account, you must contact your broker, bank or other nominee to change your
vote.

Q. What do I need to do now?

A.
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You should carefully read and consider the information contained in this proxy statement and complete, date and
sign your proxy card(s) and return it in the enclosed addressed envelope as soon as possible so that your shares will
be represented at the special meeting. If you are a holder of record as of [_____], 2011, the record date for the
proposal to approve the Partial Cash-Out Merger, you will find enclosed a proxy card to vote on that proposal. To
adopt the Partial Cash-Out Merger Agreement and approve the Partial Cash-Out Merger you should cast a vote
“FOR” this proposal by following the instructions contained in the enclosed proxy card. If you are a holder of record
as of [________], the record date for the proposal to revoke the Plan of Dissolution, you will find enclosed a proxy
card to vote on that proposal. To approve the proposal to revoke the Plan of Dissolution you should cast a vote “FOR”
this proposal by following the instructions contained in the enclosed proxy card. If your shares are held in a street
name account, see the question entitled “What if I hold shares in ‘street name’?” Your failure to vote in person or return
your signed and dated proxy card will have the same effect as a vote “AGAINST” adoption of the Partial Cash-Out
Merger Agreement and/or the proposal to revoke the Plan of Dissolution, as the case may be.  If you return your
signed and completed proxy card but check the mark “abstain,” your proxy will have the same effect as a vote
“AGAINST” adoption of the Partial Cash-Out Merger Agreement and/or the proposal to revoke the Plan of
Dissolution, as the case may be.
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Q. Should I send in my stock certificate now?

A.No.  After the Partial Cash-Out Merger is completed, you will receive written instructions from the exchange agent
on how to exchange your Footstar stock certificates for the Partial Cash-Out Merger consideration.

Q. What will I receive in the Partial Cash-Out Merger?

A.If you are a record holder owning fewer than 500 shares of our common stock in any discrete account, each issued
and outstanding common share held by you will be cancelled and converted into the right to receive $0.95 in cash,
without interest.  If you are either a record holder owning 500 or more of our common shares, you will continue to
own the same number of shares of Footstar common stock after the Partial Cash-Out Merger. If your shares are
held in a street name account, see the question entitled “What if I hold shares in ‘street name’?”

Q. What if I hold shares in “street name”?

A.If you hold shares of our common stock in street name, your broker, bank or other nominee is considered the
stockholder of record with respect to those shares and not you.  It is possible that the bank, broker or other nominee
also holds shares for other beneficial owners of our common stock and therefore may hold 500 or more total shares
even if your street name shares total less than 500.

Footstar does not intend to effect the Partial Cash-Out Merger at the beneficial holder level. Accordingly,
stockholders holding fewer than 500 shares of our common stock in street name through a nominee (such as a bank
or broker) will not be cashed-out in the Partial Cash-Out Merger if their nominee holds a total of 500 or more shares
even if your street name shares total less than 500.  If you hold fewer than 500 shares of common stock in street name
and want to have your shares cashed out in the Partial Cash-Out Merger, you should instruct your nominee to transfer
your shares into a record account in your name prior to 5 p.m. on the last business day prior to the effective time of
the Partial Cash-Out Merger. In any event, if you hold your shares of our common stock in street name, we encourage
you to contact your bank, broker or other nominee about the effect of the Partial Cash-Out Merger on your shares.

12
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Q.What happens if I own a total of 500 shares through a combination of record ownership in my name and one or
more brokerage firms in street name?

A.If you hold 500 or more shares in a combination of record and street name accounts, you may nevertheless have
your shares cashed-out.  If you are in this situation and desire to remain our stockholder after the Partial Cash-Out
Merger, we recommend that you transfer any shares held in street name into the same record name as your record
shares prior to the effective time of the Partial Cash-Out Merger.  To determine the Partial Cash-Out Merger’s effect
on any shares you hold in street name (and possible payment of the cash consideration), you should contact your
broker, bank or other nominee.

Q. How will Footstar be operated after the Partial Cash-Out Merger?

A.After the Partial Cash-Out Merger, we will be a privately held company.  We expect our business to continue as it
is currently being conducted or as the board of directors shall determine and, except as disclosed in this proxy
statement, the Partial Cash-Out Merger is not anticipated to have any effect upon the conduct of such business.  As
a result of the Partial Cash-Out Merger, our stockholders who receive cash for their shares in the Partial Cash-Out
Merger will no longer have a continuing interest as stockholders of Footstar and will not share in any of Footstar’s
future earnings and growth, if any.

Q. When do you expect the Partial Cash-Out Merger to be completed?

A.We are working to complete the Partial Cash-Out Merger as quickly as possible.  We currently expect to complete
the Partial Cash-Out Merger in the [second] calendar quarter of 2011.  However, we cannot predict the exact timing
of the Partial Cash-Out Merger.

Q. May I buy additional shares in order to remain a stockholder of Footstar?

A.Yes.  If you will be a cashed-out stockholder as a result of the Partial Cash-Out Merger and you want to continue to
hold our common stock after the Partial Cash-Out Merger, you may do so by taking either of the following actions
far enough in advance so that it is completed by 5 p.m. on the last business day immediately preceding the effective
date of the Partial Cash-Out Merger, which we expect will occur shortly after the special meeting upon the filing of
the certificate of merger for the Partial Cash-Out Merger with the Secretary of State of the State of Delaware:

•purchase a sufficient number of our shares on the open market and have them registered in your name and
consolidated with your current record account so that you hold at least 500 shares of our common stock in your
account by 5 p.m. on the last business day before the effective date of the Partial Cash-Out Merger; or

• if applicable, consolidate your record accounts or accounts with nominees so that you hold at least 500 shares of our
common stock in one record account by 5 p.m. on the date immediately prior to the effective date of the Partial
Cash-Out Merger.

You will have to act far enough in advance so that the purchase of our common shares or consolidation of your
accounts containing our common stock is complete by 5 p.m. on the last business day immediately prior to the
effective date of the Partial Cash-Out Merger.

If you hold shares of our common stock in street name, your broker, bank or other nominee is considered the
stockholder of record with respect to those shares and not you.  It is possible that the bank, broker or other nominee
also holds shares for other beneficial owners of our common stock and therefore may hold 500 or more total shares
even if your street name shares total less than 500.
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Footstar does not intend to effect the Partial Cash-Out Merger at the beneficial holder level. Accordingly, stockholders
holding fewer than 500 shares of our common stock in street name through a nominee (such as a bank or broker) will
not be cashed-out in the Partial Cash-Out Merger if their nominee holds a total of 500 or more shares. If you hold
fewer than 500 shares of common stock in street name and want to have your shares cashed out in the Partial
Cash-Out Merger, you should instruct your nominee to transfer your shares into a record account in your name prior
to 5 p.m. on the last business day prior to the effective time of the Partial Cash-Out Merger. In any event, if you hold
your shares of our common stock in street name, we encourage you to contact your bank, broker or other nominee
about the effect of the Partial Cash-Out Merger on your shares.
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Q. Why is Footstar asking its stockholders to revoke the Plan of Dissolution?

A.As part of a routine assessment of strategic alternatives, the board of directors of Footstar determined to pursue a
strategic transaction with CPEX. In light of the anticipated acquisition of CPEX in April 2011, the board of
directors believes it is advisable to suspend liquidating Footstar pursuant to the Plan of Dissolution. If the proposal
to revoke the Plan of Dissolution is approved, Footstar intends to permanently cease making liquidating
distributions.

Q.What will happen if the proposal to approve the Partial Cash-Out Merger and/or the proposal to revoke the Plan of
Dissolution are not approved?

A.As a result of various risks to the completion of the Partial Cash-Out Merger, there can be no assurance that the
Partial Cash-Out Merger will be completed even if the requisite stockholder approval is obtained.

If the proposal to revoke the Plan of Dissolution is not approved, it is expected that the current management of
Footstar, under the direction of the board of directors, will recommence dissolving Footstar in accordance with the
Plan of Dissolution. In addition, if the CPEX Transaction is consummated, Footstar is considering, among other
things, taking the actions necessary to spin-off the common stock of Footstar Corp, its wholly-owned subsidiary, as a
special dividend or other distribution to Footstar stockholders so that Footstar stockholders can continue to participate
in earnings resulting from the CPEX Transaction, if any, after Footstar is completely dissolved.

Q. Who can help answer my questions?

A.If you would like additional copies of this proxy statement (which we will provide without charge) or if you have
questions about the Partial Cash-Out Merger or the special meeting, including the procedures for voting your
shares, you should contact Jonathan M. Couchman, President and Chief Executive Officer, Footstar, Inc., 933
MacArthur Blvd., Mahwah, New Jersey 07430, telephone: (201) 934-2000, facsimile: [(__) __-____].
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SUMMARY FINANCIAL INFORMATION

The following summary historical consolidated financial information presented below has been derived from our
audited consolidated financial statements contained in our annual report on the Form 10-K, as of and for the fiscal
years ended January 2, 2010 and January 3, 2009 and December 29, 2007, and our unaudited financial statements
contained in our quarterly report on Form 10-Q for the periods ended October 2, 2010, July 3, 2010 and April 3,
2010.  This data should be read in conjunction with the audited and unaudited consolidated financial statements and
other financial information contained in the Form 10-K and the Forms 10-Q, respectively, including the notes thereto
and which are incorporated by reference.  More comprehensive financial information is included in such reports
(including management’s discussion and analysis of financial condition and results of operations) and the following
information is qualified in its entirety by reference to such reports and all of the financial information and notes
contained therein.  Copies of such reports may be obtained from the SEC and Footstar. Footstar believes that pro
forma financial statements illustrating the effect of the Partial Cash-Out Merger on Footstar’s financial statements are
not material to stockholders, and are therefore not included with this proxy statement, since only 0.5% of our shares
are held by stockholders owning less than 500 shares and, accordingly, the Partial Cash-Out Merger will impact only a
minimal amount of outstanding shares. See “Where Stockholders Can Find More Information.”
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FOOTSTAR, INC. and SUBSIDIARY COMPANIES

Consolidated Condensed Statements of Operations

For the Period January 4, 2009 to May 5, 2009 (Going Concern Basis)
 (in millions, except per share amounts)

For the
period
January 4,
2009 to
May 5,
2009 *

Revenue
Net Sales $-
Liquidation of inventory 2.5
Total revenue 2.5
Cost of revenue -
Gross Profit 2.5
Store operating, selling, general and administrative expenses 6.5

Other Expense (0.3 )

Loss before income taxes and discontinued operations (3.7 )
Income tax provision -

Net Loss $(3.7 )

Net income (loss) per share:
Basic & Diluted :
Loss from continuing operations $(0.17 )
Average common shares outstanding
Basic & diluted : 21.3

* Derived from audited financial information
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Consolidated Condensed Statements of Net Assets

October 2, 2010 and January 2, 2010 (Liquidation Basis)
($ in millions)
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