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Item 2.01  Completion of Acquisition or Disposition of Assets

As previously disclosed in a Current Report on Form 10-K filed on May 13, 2041, on June 18, 2009, $YL, LLC (“3yI”), a wholly owned subsidiary of Syms
Corp. (“Syms”™), entered into, and consummated the transaciions centemplated by, an Asset Purchase Agreement ("Purchase Apreement"), dated as of June
18, 2009, by and among Sy, Filene's Basement, Inc. ("Filenc's", “Filene’s Basemesnt” or the “Company”) and FB Leasing Services LLC ("FB Leasing” and
together with Filene's, the "Setler”). The transactions described in this Current Report on Form 8-K/A were consurnmated in 2009, This Current Report is being
filed to provide the audited financial statements of Filene's Basement at January 31, 2009 and February 2, 2008 and unaudited financial statements of Filene's
Basement at Aprii 20, 2009. Due to the nature of the transactions and the number of parties involved, the preparation of the financial statements was a time
consuming process which Syms diligently pursued, Syms has discussed these marers with the Securities and Exchange Comemission (the “SEC™).

Pursuant to the Purchase Agreement, Syl acquired real property leases relating to twenty-three Filene's store locations and a distribution center,
fixed assets and equipment at such locations, inventory at all Filene's locations {(regardless of whether Syl has assumed the real property lease
for the subject location), certain of the Scller's contracts, certain intellectual property and certain other related assets. Syl also assumed certain obligations
under such contracts of the Seller and the real property leases relating to the acquired locations. Prior to the parties’ entry into the Purchase Agreement, the
United States Bankruptcy Court for the District of Delaware signed an order dated June 17, 2009, approving the sale of the Seller's assets to Syl pursuant 1o the
Purchase Agreement and in accordance with Sections 105, 363 and 365 of the United States Bankrupicy Code.

The purchase price (the "Purchase Price”) paid at closing for the assets acquired by Syl, Vornado Realty Trust (*Vormado™} and its fifty percent owned jaint
venture (unrelated to Syl) was $64.0 million, of which Syl paid $38.9 million and, as more fully described betow, Vornado and its joint venture paid $25.1
millien.

The Purchase Agreement provides that the Purchase Price consisis of (&) $47.6 million, plus (i} the amount of the security deposits relating to acquired
leases plus (jii) seventy percemt of the Sellers cost of acquiring the inventory sold to Syl in the transaction. The Seller and 8yl calculated the Purchase
Price due at closing based on estimates of such security deposits and inventory cost. The Selter and Purchaser agreed {o reach a final detenmination of the
foregoing estimated amounts by not later than July 31, 200% ard to adjust the amounts paid or payable by Syl in order to give effect to such final determination.
8yl is also obligated w pay ceriain cure costs in respect of two of the assumed real estate leases and each of the other assusmed contracis.

Syl funded its portion of the Purchase Price, as well as other amounts it paid at elosing with borrowings under Syms’ secured credit facility with Israel Discount
Bank,

The $25.1 millien payment noted above was comprised of:

(a) A joint venture fifty percent owned by Vornado paying approximately $16.8 million of the Purchase Price to acquire from the Seller a termination of the
venture's existing lease in Boston, Massachusetts with Seller; and

(b) Vomado funding $2.3 miltion in conmection with Syl's agreeing 1o amend Vomado's lease assumed by Syl at4 Union Square South in New York, New
York, to provide, ameng other things, for a minimum $1.5 million increase in anmual rent, The lease between Vornado and Filene's at Vomado's Bergen
Town Center in Paramus, New Jersey was also assumed by Syl

The foregoing description of the Purchase Agreement does not purpatt to be complete and is qualified in its entirety by reference to the full text of the Purchase
Agreemett, whiclt is filed as Exhibit 10.1 to Form 10-K fited on May 12, 2010,
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Ttem 9.0F  Financial Statements & Exhibits
(a) Financial statements of businesses acquired:

(1) The audited combined balance sheats of Filene’s Basement at January 31, 2009 and February 2, 2008 and the related combined statcments of operations,
divisional equity, and cash flows for each of the three years in the period ended January 31, 2009, and respective notes are included herein,

(2) The unadited condensed combined balance sheet at Aprif 20, 2009, and the related unaudited condensed combined statemenis of operations and cash flows
for the peried from February [, 2009 to April 20, 2009 and quarter ended May 3, 2008, and respective notes are included lherein.

In a letter dated Febrary 17, 2010, the SEC agreed 10 our proposed presentation of certain financial statements required by Rute 3-05 of Regulation $-X refated
to the most recent interim peried. In order to present comparable financial statements, Syl will inciude a condensed combined balance sheet at Aprl 20, 2009 and
condensed combined statements of operations and cash flows for the period from February 1, 2009 to April 20, 2009 and the 13 week period ended May 3,
2008. The most recent interim period will be 12 days less than a full fiscal quarter.

(b) Pro forma financial information:

The unaudited pro forma combined condensed batance sheet of Syms and its subsidiaries at May 30, 2009,

The unaudited pre forma combined condensed statements of operations of Syms and its subsidiaries, for the thres months ended May 38, 2009 and for the year
ended February 28, 2009.

Syms and Filene's Basement have different fiscal calendars. Pro forma financial statements included in this Form 8-K/A are based on the registrant’s, or Syms’,
fiscal calendar, Syms’ fiscal 2008 year end and first quarter end of fiscal 2009 were February 28, 2009 and May 30, 2009, respectively, Filene's Basement was
previously consolidated within Retail Ventures, Ine. (“RVI™), whose fiscal 2008 vear end and first quarter end of fiscal 2009 were January 31, 2609 and May 2,
2009, respectively, Since Syms and Filene’s Basement fiscal calendar year ends are within 93 days of each ather, no adjustments were made 1o the financiat
statements preserted in this Form 8-K/A . ’

(c) Exhibits:

231 Consent of Deloitte & Touche LLP

981 Financial Statements




. Pursuant to the requirements of the Securities Exchan:

thereunta duly authorized.

Date:

December 15, 2011

SIGNATURES

ge Act of 1934, the registrant has duly caused this Teport to be signed en its behalf by the undersigned

SYMS CORP.
By /s/ Gary Binkoski
GARY BINKOSKI
CHIEF FINANCIAL OFFICER

(Principat Financial and Accounting Officer)




Exhibit 23.1
CONSENT OF INDEPENDENT AUDITORS
We consent to the incorperation by reference in Registration Staternents on Form $-8 (File Nos. 2-9703, 333-44254 and 333-1 27399} of our report relating to the
financial statements of Filene’s Basement, Inc. dated December 9, 20F] (which report expresses an unqualified opinion and includes explanatory paragraphs
regarding the subséquent disposal by Retail Ventures, Inc. and bankruptcy and allocations of certain sorporate cosis from Retail Ventures, Inc.) appearing in this
Current Report on Form $-K/A,
/sf DELOTTTE & TOUCHE LILP

Celumbus, Ohic
December 15, 2011
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Syms Corp.
Seczucus, New Jersey

We have audited the accompanying combined balance sheets of Filene’s Basement, Tnc. (the “Company™) (a wholly awned subsidiary of Retail Ventures, Inc), as
of January 31, 2009, and February 2, 2008, and the related combined statements of eperations, divisional equity, and cash flows for the years ended January 31,
2009, February 2, 2008, and February 3, 2007. These combined financial statements are the responsibility of the Company’s management. Our responsibitity is to
express an opinion on these combined financial statements based on our audits.

We conducted our audits in ascordance with auditing standards generally accepted in the United States of America. Those standards require hat we plan and
perfortn the audit to obtain reasomable assurance about whether the combined financial statements are free of material misstatement. An audit includes

purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reperting. Accordingly, we express no such apinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the combined financial statements, assessirg the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinien, such combined financial statements present fairly, in all material respects, the financial position of the Company as of January 31, 2009, and
February 2, 2008, and the results of its operations, divisional equity, and cash flows for the years ended January 31, 2009, Febmary 2, 2008, and February 3,
2007, in conformity with accounting principles generaily accepted in the United States of America,

As discussed in Note 13 to the combined financial Statements, the Company has reported recurring fosses from operations, negative working capital, and capital
deficiency. On April 21, 2009, Retail Ventures, Inc. disposed of the Company and certain related entities to FB I Acquisition Cotp., a newly formed entity
owned by Buxbawm Holdings, Inc. The company filed a voluatary petition under Chapter 11 of the United States Bankmupiey Code on May 4, 2609, The
accompanying combined financiai statements have been prepared on its historicat stand-alone basis prior to its sale and do not reflect any adjustments related to
the sale or the subsequent bankmuptcy.

As discussed in Note 4, the combined financial statements of the Company include allocations of certain corporate costs from Retail Ventures, Inc. These costs
may not be reflective of the actual level of costs, which would have been incurred had the Company operated as a separate entity apart from Retail Ventures, Inc.

45/ DELOITTE & TOUCHE LLP

Columbus, Ohis
December 9, 2011




(2)(1) Financiat Statements of Business Acquired
FILENE’S BASEMENT, INC,

COMBINED BALANCE SHEETS
AS OF JANUARY 31, 2009 AND FEBRUARY 2, 2008

{In thousands}
January 31, Tebruary 2,
. 2009 2008
ASSETS
CURRENT ASSETS:
Cash and equivalents ) 4502 § 5,639
Accounts receivable, net 2,030 2,388
Inventories 57,562 75.015
Prepaid expenses and ather current assets . 1,806 5,129
Deferred income taxes 5.049
Current assels of discontinued operations 1,139 2,579
Total current assets 67,039 95,799
PROPERTY AND EQUIPMENT, at cost:
Furniture, fixtures and equipment 30,384 35,281
Leaschold improvements 34,644 42,194
Total property and equipment 65,028 17,475
Accumulated depreciation’and amortization {31,695 (27,771)
Property and equipment, niet at cost : 33,333 49,704
TRADE NAMES AND OTHER INTANGIBLES, NET 4,255 13403
OTHER NONCURRENT ASSETS 602 930
DEFERRED INCOME TAXES . ’ . . . 22,955 17,906
NONCURRENT ASSETS OF DISCONTINUED QPERATIONS 258 2,955
TOTAL ASSETS 3 128442 % 182,703

The accompanying notes are an integral part of the combined financial statements.
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FILENE’S BASEMENT, INC.

COMBINED BALANCE SHEETS
AS OF JANUARY 31, 2009 AND FEBRUARY 2,2008
(In thousands)

LIABILITIES ANI} DIVISIONAL EQUITY (DEFICIT)
CURRENT LIABILITIES:
Accounts payable
Accrued expenses;
Compensation
Taxes
Other
“-Current maturities of long-term debt
Current liabilities of discontinued operations
Total current abilities
LONG-TERM OBLIGATIONS, Net of current maturities
NOTES PAYABLE TO RETAIL VENTURES, INC,
OTHER NONCURRENT LIABILITIES
NONCURRENT LIABILITIES OF DISCONTINUED OPERATIONS
COMMITMENTS AND CONTINGENCIES (Note 12)
DIVISIONAL EQUITY (DEFICIT):
- :Accumulated deficit
Contributed capital
Accumulated other comprehensive loss
Tolal divisional equity (deficif)
TOTAL LIABILITIES AND DIVISIONAL EQUITY

The accompanying notes are an integzal part of the combined financial statements.
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January 31, February 2,
2009 2008
24,851 § 39971
1,724 2,892
3.016 2,532
11,878 11,365
39,583
478 386
81,530 57,146
22,500
32,559 52,55G
34,283 24,647
1,772 1,966
(128,554) {64,670}
92,977 92,777
(5,925) (4,222)
(41,702) 23,885
128,442 3 182,703 -




FILENE'S BASEMENT, INC.

COMBINED STATEMENTS OF OPERATIONS
YEARS ENDED JANUARY 31, 2009, FEBRUARY 2, 2008, AND FEBRUARY 3, 2007
{In thousands)

Years Ended

January 31, February 2, February 3,
2009 2008 2007
NET SALES ' $ 405,981 3 448,474 § 416,961
COST OF SALES (EXCLUSIVE OF DEPRECIATION INCLUDED BELOW IN SELLING,

GENERAL, AND ADMINISTRAFIVE EXPENSES) (261,381) (287,348) (262,539}
LEASED DEPARTMENT AND OTHER INCOME 10,685 9,466 9,341
SELLING, GENERAL, AND ADMINISTRATIVE EXPENSES (203,865) {186,667 (160,800)
OPERATING (LOSS) PROFIT (48,580) (16,075} 2,963
INTEREST EXPENSE (8.907) (7.811) (6,750}
LOSS FROM CONTINUING OPERATIONS BEFORE INCOME TAXES (57,487) (23,886) (3,787)
INCOME TAX (EXPENSE) BENEFIT (2436) . 4452 2,242
LOSS FROM CONTINUING OPERATIONS R . (59,923) (19,434) (1,545)
LOSS FROM DISCONTINUED QPERATIONS, Net of tax ' (3.516) (1,772 . (56)
NET LOSS _ $ 63,439y $ (21,206) $ (1,601)

The accompanying notes are an integral part of the combined financial statements.
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FILENE’S BASEMENT, INC.

COMRBINED STATEMENTS OF DIVISIONAL EQUITY
YEARS ENDED JANUARY 31, 2009, FEBRUARY 2, 2008, AND FEBRUARY 3, 2007
{In thousands)

Total
Accumulated
Other
Contributed Accumalated Comprehensive
Capital Deficit (Loss) TFotal
BALANCE, January 28, 2006, $ 92717 § (41.863) § (3,136) 3 47,778
* Loss fram continging operations (1,545) (1,543)
Loss from discontinued operations (50} (56)
Change in minimum pension liability, net of tax expense of $44 500 500
BALANCE, February 3, 2007 . 92,777 ' (43,464) (2,636) 46,677
Loss from continuing operations ' (19,434) (19.434)
- Loss from discontinued operations (1,772) (1,772)
Change in minimum pension liability, net of tax benefit of $1,004 ] {1,586) (1,585)
BALANCE, Febraary 2, 2008 92,777 . {04,670} (4,222) 23,885
Loss from continuing operations ' (59,923) (59,923)
Less from discontinued operations (3,516) (3,516
Change in minimum pension liability, net of tax benefit of $£,517 (1,703) (1,703)
Other : : . . _.(445) {445}
BALANCE, January 31, 2009 : 3 92777 % (128554) § (5,925 $  (41,702)

The accormpanying notes are an integral part of the combined financial statements,
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FILENE’S BASEMENT, INC.

COMBINED STATEMENTS OF CASH FLOWS
YEARS ENDED JANUARY 31, 2009, FEBRUARY 2, 2008, AND FEBRUARY 3, 2007
S_ thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Loss from continuing operations
‘Loss from discontinued operations

Net loss

Adjustients to.reconicile net loss 1o net cash (used in) provided by operating ; activ:tles
Amortization of debt issuance costs
‘Pepreciation and amartization
Deferred income taxes and other noncurrent Liabilities
-Impairment charges on tong-Fived assets
Loss on disposal of assets
Accelerated amonization of tradename and favorable lease
Change in working capital, assets, and lizbilities:
- Aceounts receivable
Inventories
Prepaid expenses aid other current assets
Accounts payable
- Proceeds from construction and tenant allowances
Accrued expenses

Net cnsh {used in} provided by operating activities

CASH FLOWS FROM INVESTING ACTIV!T!ES
Cash paid for property and equipment

Net cash used in-investing activities
CASHFLOWS FROM FINANCING ACTIVITIES:
Proceeds from loan
Net increase {decrease) it revolving credit facility
Diebt isswance costs
Net cash provided by financing activitics
NET (DECREASE) INCREASE IN CASH AND EQUIVALENTS
CASH AND EQUIVALENTS, Beginning of year
CASH AND EQUIVALENTS End of year

CASH AND EQUIVALENTS INCLUDED IN CURRENT ASSETS OF DlSCONTTNUED OPER.AT!ONS

CASH AND EQUIVALENTS CONTINUING OPERATIONS End of ycar .

The accompanying notes are an integral part of the combined fnancial statements.
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Years Ended
Jannary 31,  February 2, February 3,
2009 2008 2007
$ 0 (59923) $ (19434) $ (1,545)
(3,5E6) {1,772) {56)
(63,439) {21,206) (1,601
137 156 431
11,756 £2,487 9,281
61 6,579 (7,052)
13,313 3,541
808 89 374
8,141
357 2,002 2,230
18,899 13,541 (22,897)
3,751 {1,084) (459}
(15,359) (7,023} (4.074)
7.678 2,678 .
(67) 1,066 3.621
{13,934} 0,148 (17,418)
(4,014) {18,268) (14,921}
(4,014 {18,268) {14,921)
25,000 27,55%
17,083 (12,500) 5,008,
(587)
17,083 1,913 32,559
(915) 3,793 220
5,691 1,898 1,678
4,776 5,691 ,898
(274) (52} (30
$§ 4502 3 5630 5 1868




FILENE’S BASEMENT, INC,

NOTES TO COMBINED FINANCIAL STATEMENTS
AS OF JANUARY 31, 2009, AND FEBRUARY 2, 2008, AND :
FOR THE YEARS ENDED JANUARY 31, 2009, FEBRUARY 2, 2008, AND FEBRUARY 3, 2047

1

BUSINESS OPERATIONS

Filene's Basement, Inc. and affiliates are herein referred 1o collectively as Filene’s Basement or the “Company” {sec principles of combination in Note
2). Filene's Basement’s mission has been to be the premier destination for discriminating vatue-driven shoppers for their designer and famous brand
fashion needs. Filene’s Basement, an off-price retail clothing chain, strives to provide the best selection of stylish, designer, and famous band name
merchandise at surprisingly affordable prices in men’s and women’s apparel, jewelry, shoes, accessories, and home goods. Filene's Basement stores
have had a large selection of upscale designer and better-branded merchandise, including couture items imported directly from the fashion capitals of
Europe. Famous for its unique bridal dress promations, now hailed as the “Running of the Brides,”™ Filene's Basement believes that it is also unique in
its offering of great fashion, high quality, and extraordinary prices. Prior to April 2], 2009, Filene’s Basement was a wholly-owned subsidiary of Retail
Ventures, Inc., (“Retail Ventures™), a holding company operating retail stores,

On April 21, 2009, Retail Ventures announced it had entered into, and consummaled the transactions corlemplated by, a definitive agreement dated
April 21, 2009 (the “Purchase Agreement”} to dispase of the Company and certain related entities to FB I Acquisition Corp., a newly formed entity
owned by Buxbaum Heldings, inc. {“Buxbaum™).

Filene's Basement filed a voluntary petition uader Chapter 11 of the United States Bankruptcy Code on May 4, 2009.

On June 18, 2009, Syms Corp. (“Syms™} through its wholly-owned subsidiary, SYL, LLC, (“Sy1™) acquired certain inventory, fixed assets, equipment,

intellectual property and real property leases, and certain other net assets of Filene’s Basement pursuant to an order of the United States Bankrupicy

infrastructure and personnel, and to expand market share in the off-price retail ciothing market. The purchase price paid at closing was approximately
$64.0 million in cash, of which $38.9 millien was paid for by Sy, Appraximately $25.1 miltion was paid for by Vornado Realty Trust and its joint
venture partners 1o acquite a termination of their lease in Boston, Massachusetts, to assume and make changes to their lease for a Filene's Basement
s Basement location in Paramus, New Jersey. Syl's portion of the purchase price
was paid for through $23.9 mitlion in borrowings under the Syms asset-based revolving credit facility, and the remainder from cash on hand, The
acquisition was accounted for as a business combination using the purchase method of accounting under the provisions of ASC 805, Business

Distribution — Filene's Basement’s merchandise is processed and distributed from a 457,000 square Foot leased distribution facility situated on 32.8
acres with adjacent rail service in Aubum, Massachusetts, outside of metropolitan Boston, Massachusetts. The Company has a dedicated contract carrier
that manages the fleet of road tractors and our semi-tratlers. Qur contract carrier makes the majority of all deliveries to the stores.
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Advertising and Promotion — Filene’s Basement employs a mulli-media approach to advertising using print, broadcast, direct mail, online, and e-mail
media. Historically, the primary methad of commaunicating with the market througheut the year has been via advertising in daily newspapers, typicaliy
quarter- and half- page ads. With a substantial increase in customer database enroltment, direct mail and email communications became a growing par
of the advertising mix. Advertising expense, excluding discontinued aperations, was $9.3 million, $10.7 million, and $11.0 million in fiscal 2008, fiscal
2007, and fiscal 2006, respectively.

Store Location, Design, and Operations — Filene’s Basement's siores are typically located in leased facilities within subuzban areas, near large
residential neighborhoods and average approximately 31,000 square feet of selling space per store (approximately 45,000 square feet of total space per
store). Certain stores in Boston, New York, Chicago, Atlanta, and Washington D.C, are located in key urban areas, The stores are designed fo be
cenvenient and attractive in their merchandise presentation, dressing rooms, checkouts and customer service areas. As of January 3, 2009, Filene's
Basement operated 36 stores, three of which were included in discontinued opetations, in 10 states and the District of Columbia.

Expansion and Store Closures — The Company opened two, seven, and five new Filene’s Basement stores in fiscal 2008, fiscal 2007, and fiscal 2066,
respectively, and closed two stores in both fiscal 2008 and fiscal 2007 and one store during fiscal 2006. In January 2009, Filene's Basement announced it
was exploring strategic alternatives. As a result, 11 store closings were completed in February 2009. The Company charged preopening expenses to
operations as incurred,

License Agreements and Leased Departments - Filene’s Basement licenses cosmetics, shoes, and certain other incidentat departinents to third
parties, one of which is a related party. The aggregate asuwal license fees, excluding discontinued operalions, were approximately $10.3 million,
$9.3 million, and %9.F million in fiscal 2008, fiscal 2007, and fiscal 2006, respectively, Income from the license agreements and leased departments js
reported in leased department and other income.

Seasnnality — Filene’s Basement's business is affected by the pattern of seasonality common to most retail businesses, Historicatly, increased sales and
operating profit have been generated during the early fall and winter holiday selling scasons.

Service Marks, Trademarks, and Trade names — Filene’s Basement has an exclusive, perpetual, warldwide, royalty free license to use the name
“Filene's Basement” and “Filene’s Basement of Boston” trademark and service mark registrations, as well as certain other trade names. Filene's
Basement's exclusive licensee status with respect to these registered marks has been recorded with the United States Patent and Trademark Office and
relevant state offices. Other trademarks and tmde names used by Filene’s Basement have been protected as well.

BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

Fiscal Year — The Company's fiscal year ends cn the Saturday nearest to January 31, Fiscal 2008 and fiscal 2007 cansisted of 52 wecks and fiscal 2006
consisted of 53 weeks. Unless otherwise stated, references to years in this repott relate to fiscal years rather than calendar years.
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Cash and Equivalents — Cash and equivalents represent cash, highly liquidt investments with original maturities of three months or less at the date of
purchase, and credit card receivables, which generally settle within three days. The carying amounts of cash and equivalents approximate fair value.

Accounts Receivable — Accounts receivable are classified as current assets becanse the average collection period is generally less than one year, The
carmying amount approximates fair value because of the relatively short average maturity of the instruments and no significant change in interest rates.

Concentration of Credit Risk — Financial Instruments, which principally subject the Company 1o concentration of credit tisk, consist of cash and
equivalents. The Company invests excess cash when available through financial institutions in ovemight investments, At times, such amounts may be in
excess of Federal Deposit Fnsurance Corporation insurance limits,

Concentration of Vendor Risk — During fiscal 2008, fiscat 2007, and fiscal 2006, merchandise supplied to Filene’s Basement by three key vendors
accounted for approximately 12.3%, 16.5%, and [4.7%, respectively, of Filene's Basement’s purchases.

Allowance for Doubtful Accounts — The Company monitors exposure for credit Jusses and record related allowances for doubtful accounts.
Allowances are estimated based upon specific accounts receivable balances, where a risk of default has been wdentified. The allowance for doubtfut
accounts was $0.4 million at January 31, 2089. There was no allowance for doubtful accounts at February 2, 2008.

Inventories — Merchandise inventories are stated at the realizable value, determined using the first-in, first-out basis, or market, using the retail
inventory method. The retail method is widely used in the retail industry due 10 its practicality. Under the retait inventory method, the valuation of
inventories at cost and the resulting gross margins are calculated by applying & caleulated cost to retail ratio 1o the retail valug of inventories. The cost of
the inventory reflected on the combined balance sheets is decreased by charges to cost of sales at the time the retail value of the inventory is lowered
through the use of markdowns, which are reductions in prices due 1o customers’ perception of value. Hence, eamings are negatively impacted as the
merchandise is marked down prior to sale.

Inherent in the calculation of inventories are certain sigrificant management judgments and estimates, including setting the original merchandise retail
value, markdowns, and estimates of losses between physical inventory counts or shrinkage, which combined with the averaging process within the retail
method, can significantly impact the ending inventory valuation at cost and the resulting gross profit.

The Company records a reduction to inventories and charges to cost of sales for shrinkage. Shrinkage is calculated as a percentage of sales from the last
physical invemory date. Estimates are based on both historical experience as well as recent physical inventory results. Physical inventory counts are
taken on aa annual basis and have supported the Company’s shrinkage estimates.

Markdowns establisk a new cost basis for the Com any’s inventery. Changes in facts or circumsiances do not result in the reversal of reviousty
pany 2 P

recorded markdowns or an increase in that newly established cost basis. The markdown reserve requires anagement to make assumptions regazding
customer preferences, fashion trends, and consumer demand.
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Preopening Expenses — Preopening costs associated with the opening of new stores are expensed as incurred for stores opened during the fiscal year
and those under censtruction and to be apened in future fiscal years. Preopening costs expensed, excluding discontinued operations, were $0.7 million,
$3.2 million, and $2.2 millien for fiscal 2008, fiscal 2007, and fiscal 2006, respectively. The Company opened two, seven, and five Filene's Basememn
stores in fiscal 2008, fiscal 2007, and fiscal 2004, respectively,

Property and Equipment - Depreciation and amertization are recognized principally on the straight- line method in amounts adequate to amortize
costs over the estimated useful lives of the respective assets. Leaseliold improvements are amortized aver the shorter of their useful lives (10 years) or
initial lease term. The estimated vseful lives of fumniture, fixtures, and equipment are three to 10 years.

Asset Impairment and Long-Lived Assets — The Company must periodically evaluate the carrying amount of its long-lived assels, primarily property
and cquipment, and finite life intangible assets when events and circumstances wamrant such a review to ascerigin if any assets have been impaired. The
carmying amount ¢f a long-lived asset is considered intpaired when the camying value of the asset exceeds the expected future cash flows from the asset.
The Company’s review is conducted at the lowest identifiable level of cash flows, which includes a store. The impairment loss recognized is the excess
of the carrying value of the asset over its fair value, based on a disconnted cash flow analysis using a discount rate determined by management. The
impairment less is included in selling, general, and administrative expense. Assets acquired for stores that have been previously impaired are not
capitalized when acquired if the store’s expected future cash flow remains negative. Impairment charges, excluding discontinued operations, were
$10.8 millien and $2.8 million in fiscal 2008 andg fiscal 2007, respectively. There were no impairment charges in fiscal 2006,

Trade names and Other Intangible Assets — Trade names and other intangible assets are composed of values assigned 10 names and leases the
Cempany acquired. During fiscal 2008, Filene’s Bascment accelerated amortization of 2 trade name and one favorable lease, due to the results of seeking
strategic allemnatives for the Company, resulting in accelerated amortization of $8.1 millzea. As of January 31, 2009, and February 2, 2068, the gross
balance of trade names and other intangible assets, excluding discontinued operations, was $26.7 million and $33.0 million, respectively. Accumulated
amortization for frade names and other mtangible assets, excluding discontinued aperations, was $22.4 million and $17.6 million as of January 31, 2009,
and February 2, 2008, respectively. The average useful lives of other intangible assets, net are 11 and 15 years as of January 31, 2009, and February 2,
2008, respectively.

Amortization expense associated with the net camying amount of intangible assets was $11.1 mitlion for fiscal year 2008 and is estimated to be $2.8
miltion for fiscal year 2009, $0.6 millioa for fiscal year 2010, $0.2 million for both fiscal year 2011 and 2012, and $0.] million for fiscal years 2013
through 2017.

Self-insurance Reserves — The Company records estimates for certain health and welfare, workers” compensation, general liability, and casualty
insurance costs that are self-insured programs, Self-insurance reserves include actuarial estimates of both claims filed, carried at their expected ultimate

basis for health and wetfare and on a per claim basis for workers’ compensatien and general Jiability. Although the Company does not anticipate the
amounts ultimately paid will differ significantly from the estimates, self-insurance reserves could be affected if futuze claim experience differs
significantly from the historical trends and the actuarial assumptions. The self-insurance reserves, excluding discontinued operations, were $1.0 miltion
and $0.9 million at January 31, 2009, and February 2, 2008, respectively.

Deferred Rent — Many of the Company’s operating leases contain predetermined fixed increases of the minimum rental rate during the initial lease
term. For these leases, the Company recopmizes the related rental expense on a straight-line basis and records the difference between the amount charged
to expense and the rent paid as deferred rent and begins amortizing such deferred rent upon the delivery of the lease location by 1he lessor. The amounts
included itx the other noncurrent tiabilities capticn, excluding discontinsed operations, were $2.3 million and $7.1 million at January 31, 2009, and
February 2, 2008, respectively.
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Construction and Tenant Allowances — The Company receives cash allowances from landlords, whicl: are deferred and amortized on a straight-line
basis over the original terms of the lease as a reduction of rent expense. These allowances are included in the other noncurzent liabilities caption and at
January 31, 2009, and February 2, 2008, were $21.2 million and $15.8 million, respectively, excluding discontinued operations.

Contributed Capital — Upon the acquisition of Filene’s Basement, Retail Ventures paid certain 2motnts on behalf of Filenc's Baseinent. These

amounts have been recorded as centributed capital in the accompanying Company”s combined financial statements,

Accumulated Other Comprehensive Loss — The accumulated other comprehensive loss was $5.9 million and $4.2 million af Jaruary 31, 2009, and
February 2, 2008, respectively, and relates to the Filene's Basement minimum pension liability.

Comprehensive loss, excluding discontinued operations, was $61.6 million, $21.0 million, and $1.0 million for fiscal 2008, fiscal 2007, and fiscal 2006,
respectively, and includes the minimwn pension lability,

Sales and Revenue Recognition — Revenues from merchandise sales are recognized at the point of sale, net of retums and sales tax, Revenue from gifi
cards is deferred, and the revenue is recognized upon redemption of the gift card. The Company
cards when the likelihood of redemption of the gift card is remote. The Company recognized miscellaneous income from gift card breakage of $0.2
miltion, $0.1 million, and less than $0.} million in fiscal 2008, fiscal 2007, and fiscal 2006, respectively.

Cost of Sales — Cost of sales includes the cost of merchandise, markdowas, and inventory shrinkage. Cost of merchandise includes related inbound
freight to our distribution centers, duties, and commissions. Cost of sales excludes depreciation and amortization, which js included within selling,
general, and administrative expenses. The classification of these expenses varies across the resail industry, thus our gross margin rates may not be
comparable to those of other retajlers that include warehousing and outbound distribution and fransportation costs in cost of sales.

Selling, General, and Administrative Expenses — Selling, general, and administrative expenses include, and consist primarily of, store, warehousing,
distribution and corporate payrolls and benefit €osts, occupancy costs which inctude retail stores, warchousing and comporate rent costs, facitity and
leasehold improvement depreciation and utility costs, advertising, repair and maintenance, insurance, equipment depreciation, professionat fees, and
other miscellanzous expenses.

Income Faxes — Income taxes are accounted for using the assct and liability method as tequired by ASC 740, fncome Taxes. The Company is required
to determine the aggregate amount of income tax expense 10 accrue and (he amount that will be currently payable based upon lax statutes of each
Jurisdiction in which we do business. In making these estimates, incotne is adjusted based on a determination of genenally accepted accounting principles
for items that are treated differently by the applicable taxing authorities. Deferred tax assets and liabilities, as a result of these differences, are reflected

determinations on a different basis, the tax expense, assets, and liabilities could be different. The Company recorded an increase to the valuation
allowance of $24.9 million for fiscal 2008. The Company recorded an increase to the vatuation allowance of §5.9 million for fiscal 2007.

Intangibles Other than Goodwill, that amends factors that should be considered in developing renewal or extension assumptions used to determine the
useful life of a recognized intangible asset. The intenz of this guidance is 1o improve consistency between the useful life of & recognized intangible asset
and the period of expected cash flows used 10 measure j1s fair value. This guidance was effective for financial statements issued for fiscal years
beginning after December 15, 2008, and interim periods within those fiscal years, with early adoption prohibited. This guidance was prospectively
applied to intangible assets acquired afier the sffective date. The disclosure requirements were applied prospectively to afl intangible asscts recognized as
of, and subsequent to, the effective date. The adoptien of this guidance during the first quarter of fiscal 2009 will not significantly affect the Company's
combined financial statements.

S 14-




Net sales

In February 2008, the FASB issued an updaze to ASC 820, Fair Vaine Measurements and Disclosures, (ASC 820) which delayed the effective date for
nonfinancial assets and liabilities that are recognized or disclosed in the financial statements on & nonsecurring basis to fiscal years beginning after

In June 2009, the FASR issued ASC 105, Generally Accepted Accounting Principles, (ASC 185) or the Codification. The Codification is the sele source
of authoritative U.S. accounting and repanting standards recognized by the FASB. Rules and interpretive refeases of the SEC are also sources of
authoritative GAAP. ASC 105 is effective for financial statements issued for periods ending after September 15, 2009, Upon adoption of ASC 105,
references within financial statement disclosures were modified 1o reference the Codification.

In January 2010, the FASB issued updates o existing guidance related to fair value measurements. As a resuft of these updates, entitics will be required
te provide eahanced disclosures about transfers into and out of Level 1 and Level 2 classifications; provide separate disclosures about purchases, sales,
issuances, and setilements relating to the tabular réconciliation of beginaing and ending balances of the Level 3 classification; and provide greater
disaggregation for cach class of assets and liabilities that use fair value measurements. Except for the detailed Level 3 disclosures, the new standard will
be effective for the fiscal 2010. The requirement related to Level 3 fair value measurements js effective for interim and annual reporting periods
beginning afier January 29, 2011. The adoption of the effective partions of this new standard is vot expected 1o have a material impact on the Company's
combined firancial statements,

DISCONTINUED OPERATIONS

As of January 31, 2009, there were 36 Filene’s Basement stores in operation, three of which were included in discontinued operations, located primarily
in major metrapolitan areas of the Northeast and Midwest United States. In January 2009, Fitene’s Basement announced it was exploring strategic
alternatives. As a result, 11 store closings were completed in February 2009. The final determination to close these underperforming stores was due to
decreased sales and operating profit during the fourth quarter of fiscal 2008, as well as the continued negative outlook for the Urited States retail
segment generally and Filene's Basement in particular.

Each closed store was evaluated in accordance with ASC 205-20, Discontinued Operations, and based on this analysis, it was concluded that three stores
should be included within discontinued operations in the accompanyitg combined financial statements.

The significant components of Filene's Basement operating results included in discontinued operatiens for the periods presented are as follows (in
thousands):

Years Ended
January 31, February 2, February 3,
2009 2008 20067

$ 16118 § . 17814 % 10,511

Loss before income taxes . - 3 {3,516) § (1,772) § (93)

Income tax benefit 39

Loss from discontinued operatioﬁs, net of tax b (3.516) $ {1,775 § (56)
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The financial classification of assets and labilities of Filene's Basement’s discontinued operatiens for the periods presented is as follows (in thousands):

January 31, February 2,

2009 2008

Cash . § 274 3 52
Accounts receivable 1
Taventories ) . Lo . ’ 822 2,268
Prepaid expenses and other current assets 42 259

Total current assets 1,139 2,579
Property and equipment, net 257 2,958
Other noncurrent assets i BE

Total noncurrent assets . 258 2,959 -
Total asscts . ) $ 1,397 % 5,538
Accrued expenses ) o 3 4718 3§ 386

Total current liabilities 478 386
Other noncurrent liabilitics 1,772 1,966
Total liabitities - 3 2,250 § 2,352
4, RELATED PARTY TRANSACTIONS

These combined financial statements reflect aliocated cxpenses associated with centralized Retail Ventures support fonctions, including; legal,
accounting, tax, treasury, internat audit, information technology, human resources and other services. The costs associated witlt these generally include
all payroll and benefit costs as well as ovethead costs related 1o the support functions. Retail Ventures also aliocated costs to the Company associated
with office facifities, corporate insurance coverage, and medical, postretirement, and other health plan costs attributed 1o the Company employees
participating in Retail Ventres sponsored plans. Allocations are based on a number of utilization measures, including headcount and proportionate
effort. Filene's Basement recorded home office and shared service charges of $17.8 million for fiscal year 2008 and $12.2 million in each fiscal year
2007 and 2006,

The Company had outstanding notes payable to Retail Ventures, excluding discontinued operations, of $52.6 million as of January 3, 2009, and
February 2, 2008. See Note 7 to the combined financial statements for farther discussion of these notes. As of January 31, 2009, and February 2, 2008,
the Company had net payable balances with Retail Ventures and affilintes, excluding discontinued operations, of $6.0 miltion and $5.3 million,
respectively, which were primarily related to shared services and other intercompany transactions.

Accounts payable to related parties, other than Retail Ventures, principally result from commercial transactions with entities awned or affiliated with
Schottenstein Stores Cotporation {(“SSC”) or intercompany transactions with SSC, through Retail Ventures. Settlement of affilizte receivables and
payables are in the form of cash. These transactions scitle normally in 30 to 60 days. Accounts payable to related paztics were $0.7 million and $1.0
million as of January 31, 2009, and February 2, 2008, respectively.
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The Company, through Retail Ventures, shared certain personnel, administrative, and service costs with S8C and its affiliates. The costs of providing
these services are allocated among the Company, Retail Ventures, and SSC and its affiliates without a premivm. The allocated amounts are not
significant. S5C does not charge the Company for gencral corporate maragement services.

Filene’s Baseinent operates leased departments for affiliated companies. The Company recorded related party leased department income from DSW Inc.
and affiliates, excluding discontinned operations, of $7.1 millicn, $7.8 million, and $7.7 million for fiscal 2008, fiscal 2007, and fiscal 2000,
respectivety,

The Company also leases certain store locations from SSC and its affiliates. See Note 6 to the combined financial statements.

In fiscal 2007, SSC also assisted in the closing of the Fitenc's Basement Downtown Crossing Boston store, resulting in expense 1o the Company of $0.7
million.

In fiscal 2008, SSC assisted in the exploration of strategic alternatives, discussed in Note 3. resulting in expense of $0.4 million.

The Company purchased inventory from rclated pasties which were $0.2 mitlion, $0.7 million and $2.4 million in fiscal 2008, fiscal 2607, and fiscal
2006, respectively.

5. STOCK-BASED COMPENSATION
Certain Filene’s Basement employees were granted stock options and stock appreciation rights related to Retail Ventures common shares. The
agreements condition the vesting of the shares generally upon continued employment with Retatl Ventures. Filene’s Basement recorded expense related
to stock-based compensation of less than $0.1 million in fiscal years 2008 and 2007, and $1.5 million in fiscal year 2006.

6. LEASES
The Company leases stores and warehouses under various arrangements. Such leases expire through 2024 and in most cases provide for renewal options.
Generally, the Company is required to pay real estate taxes, maintenance, insurance, and contingent rentals based on sales in excess of specified levels.
There were no capital leases outstanding during fiscal 2008 or fiscat 2007
Future minimum lease payments required under the aforementioned leases, exclusive of real estate taxes, insurance, and maigtenance costs, at January
31,2009, are as follows (in thousands):

Continuing  Discontinued

Fiscal Year Operations CGperations

2009 5. 36939 % 2,123

2010 35,569 2,123

2011 33,853 2,123

2012 29,787 1,727

2013 28,778 1,634

Future years 141,566 5.025

Total minimum lease payments M 306492 § 14,755
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The composition of rental expense was as follows (in thousands):

Years Ended
January 31, February 2, February 3,
2009 2008 2007
Continuing operations:
Minimum rentals:

" Unrelated parties . $ 30,364 % 30,450 % 25,356
 Related parties 2,7 2,385 1,515
Cantingeni rentals;

Unrelated parties 1,850 668 28
Total continuing operations 3 35005 § 33503 % 26,899
Diécnntirsucd operations $ 1935 3§ 1359 § 833
7 LONG TERM OBLIGATIONS

Long-term obligations of continuing operations consist of the following {in thousands}:

January 31, February 2,
2009 2008
Filene's Basement revolving credit facility $ 39,583 § 22,500
Notes payable to Retail Ventures 52,559 52,559

Less curreat maturities (39,583)
Tpt}l] long-tenm obligations $ 52,559 § 75,059
Letiers of credit-outstanding % 2947 % 3,360
Availsbility ender revelving credit facilities 26,996

$100 Million Secured Revolving Credit Facility — The Filene’s Basement Revolving Loan — Effective January 23, 2008, Filene’s Basement
cotered into a $100 million secured revolving credit facility (the “Revoiving Loan"). Under the Filene’s Basement Revolving Loan, Filene’s Basement is
named as the borrower. The Filene’s Basement Revolving Loan was guaranteed by Retail Ventures and certain of its wholly-owned subsidiaries. The
Filene's Basement Revelving Loan has borrowing base restrictions and provides for borrowings at variable interest rates based on LIBOR, the prime
rate, and the Federal Funds effective rate, plus a margin. In addition to the borrowing base restrictions, 10% of the facility is decmed an “excess reserve”
and is not available for borrowing. Obligations under the Filene’s Bascment Revolving Loan are secured
property of Filene’s Basement and of Retail Ventures and its other wholly-owned subsidiaries, excluding s

At January 31, 2009, Filene’s Basement borrowed $7.8 million in excess of the amount allowed by the borrowing base under the Revolving Loan and
thus had no availability. At Febmary 2, 2008, $27.0 million was available under the Eilene’s Basement Revolving Loan. At January 31, 2009 and
February 2, 2008, direct borrowings aggregated $39.6 million and $22.5 million, respectively. Letiers of credit of $2.9 million and $3.4 million were

issued and outstanding at January 31, 2009 and February 2, 2008, respectively.

Notes Payabie to Retail Ventures — On August 16, 2006, Filene’s Basement entered inte a promissory note with Retail Ventures for $27.6 million,

due August 16, 2013. In addition, on January 3, 2008, Filene’s
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Basement entered into a promissory note with Retsit Ventures for $25.0 million, due February 1, 2013. The interest on each note betwesn Filene's
Basement and Retail Ventures accrues at 13% per annum, .

As of January 31, 2009, Filene’s Basement was in cempliance with all debt covenants, except the borrowing in excess of the amount allowed by the
borrowing base of $7.8 million under the Revolving Loan. On February 13, 2009, the Revolving Loan was amended to allow for the borrowings in
excess of the amount atlowed by the borrowing basc. See Note 13 to the combined financial statements for a discussion on subsequent events related to
tong-term obligations. ’

PENSION BENEFIT PLAN
The Company has a qualified defined benefit pension plan, which is fiozen for all periods presented. The Company’s funding policy is to contribute

annually the amount required to meet Employee Retirement Income Security Act (ERISA) funding standards and o provide not only for benefits
attributed to service to date but also for those anticipated to be earned in the future. The Company uses a January 31 measurement date for its plan,

“The following provides a reconciliation of projected benefit obligations, plan assets and funded stasus of the plan for the years as noted below (in

thousands):

January 31, February 2,

2009 2008
Change in projectéd benefit obligation:
Projected benefit obligation at beginning of year 3 16,307 § [5,848
Interest cost - : 935 907
Benefits paid (715) (1,169}
Actuarial (loss) gain - . {186) 721
Projected benefit.cbligation at end of year ) § - 16341 % 16,307
Accumulated bienefit obligation at end of year -3 16341 ' % 16,307
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January 31, February 2,

2009 2008
Change in plan asséts:
Fair market value at beginning of year $ 14,563 § 15,464
Actual Joss on plan assets - (2,661) (449
Employer contributions 500 900
- Benefifs paid ’ ’ ’ (715) {1,169)
Other (139} {183)
Fair market value at end of year S 11548 5 14563

Filene's Basement made contributions of $0.5 mill
Company’s funding policy is to contribute an amow

ion and $0.9 miltion during fiscal 2008 and fiscal 2007, respectively,
under the Internal Revenue Code of 1986, as amende:

to the pension plan. The
nt annvally that satisfies the minimum funding requirements of ERISA and that is tax deductible
d. Filene’s Basement did not contribute fimds in fiscal 2009.
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The benefit payments, which reflect expected future setvice, as appropriate, are expected to be paid in the years indicated as follows (in thousands):

Fiscal Year Amount
2009 T . 3 760
2010 764
2011 . 762
2012 _ 318
2013 . 368
2014-2019 5211

Amounts recognized in the combined balance sheets consisted of the fellowing (in 1housands):

January 31, February 2,

2009 2008
Accumulated other comprehensive logs. : 3 5925 % 4,322
Other noncutrent liabilities 4,793 1,744

The components of net periodic benefit cost are comprised of the following for the years indicated (in thousands):

January 31, February 2, February 3,

2009 2008 2007
Interest cost . b3 935 § 97 %, 861
Expected return on plan assets . (1,12%) (1,212) (L,07T)
Amortization of fransition asset . 38 (38} (38)
Amortization of act loss 442 244 290
Net periodic benefit cost ' ' $ 214§ 99 s 35

Of the amounts in accumulated other comprehensive income held for sale as of January 31, 2009, we expect the following to be recognized as net
pension costs in fiscal 2009 (in thousands);

Remsining unrecognized benefit abligation existing at wransition - $ ~{37)
Unrecognized net loss — 3%
Total $ 533
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The expected long-term rate of return was based on historical average annual returns for $&P 500, Russell 2000, and LB Intermediate Term Government
for 10 years and since inception of the assets. Assumptions used in each year of the actuarial computations were:

Fiscal Year Ended
January 31, February 2,

2009 2008
Discount rate 6:3% 6.0%
Expected long-term rate of return 7.0 8.0

The Company’s investment strategy is to meet the liabilities of the plan as they are due and to maximize the retum on invested assets within appropriate
risk tolerances. The targeted allocation ranges of plan assets by category are as follows:

Equity securities 45%—65%

Fixed securities

35%-55%

The weighted-average allacation of plan assets by category is as follows:

January 31, February 2,

2009 2008
Equity seécuritics 52.4% 55.0%
Fixed securities 47.1 44.4
Other (.5 0.6
Total 100.0% - 100.0%

The Company classifies its fair value measurements under the fotlowing fair valuc hierarchy:

Level | inputs are unadjusted quoted prices in active markets for identical assets or liabilities that are publicly accessible. Active markets have
frequent transactions with enough volume to provide ongoing pricing information.

Level 2 inputs are other than Ecvel 1 inputs that are directly or indirectly observable. These can include unadjusted quoted prices for similar assets
or-liabititics in active markets, unadjusted quoted prices for identical assets or liabilities in inactive markets, or other observable inputs.

Level 3 inputs are unobservable inputs.
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The following table presents the activity related to fair value measurements of pension plan assets for the periods presented:

Years Ended
Jaguary 31, 2009 February 2, 2008
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

Assets: T .

_Cash and equjvalents 3 62 8 62 % - 3 - % 0 3 o % - 3

Fixed-income - 5,438 5438 6,458 6,458

Large cap funds 4,980 4,980 6,544 6,544

“Small 2ind mid cap funds - - 1,068 i,068 - - Lash 1,460
Fair market value at end oif.yw .3 11548 % &2 3 11486 3§ - 5 14563 § 1915 19462 §
9. OTHER BENEFIT PLANS

The Compatty maintains a 401(k} Plan for its employees. Eligible employees may contribute up to 30% of their compeasation to the plan on a pretax
basis, subject to Internat Revenue Service limitations. As of January 31, 2009, on the first day of the month following an employee’s completion of one
year of service as defined under the terms of the plan, the Company maiched employee deferrals into the plan, 100% op the first 3%
compensation deferred and 50% on the next 2% of cligible compensation deferred. Additionally, the Company could contribute a discretionary profit-
sharing amount 1o the plan each year. The Company incurred costs associated with the 401(k) Plan, excluding discontinued aperations, of $0.8 million
during each of fiscal 2008, fiscal 2007, and fiscat 2006. The Company made ne discretionary profit-sharing contributions during the last three fiscal

years.
10. INCOME TAXES
The income tax expense(benefit) for continuing operations consists of the following (in thousands);

Fiscal Year Ended

Januwary 31, February 2, February 3,
2009 2008 2007
Current:

State and local 3 3 3 10 9
Total current tax expense (benefit) (3 1} 10 9 .

Deferred: | ERE ' ’ : .
Federal _ _ 2,761 (4,781 (1,796)
- State:and Tocat - = : {234) ) 319 (455)
_ Totaldeferred tax expense (benefit) : 2,467 (4,462) (2,251)
Income tax'cxpense (benefit) - 5 2436 3 {4,452) (2,242)
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A reconciliation of the expected income 1axes for continuing operations based upon the statutory rate is as follows (in thousands):

January 31, February 2, February 3,

2009 . 2008 2007
Income tax expense (benefir) at federal statutory rate of 35% 3 (20,120) % (8,360) $ (E378)
State and local taxes, net {3,328 (1,205) (250}
Valuation allowance 24913 4,749 Co-
971 364 {614)
Income tax expense (benefit) $ 7436 % (4452) §  (2.242)
The componenis of the net deferred tax asset are (in thousands):
Fiscal Year Ended
January 31, February 2,
2009 2008
Deferred tax assets:
Basis differences in inventory b3 1616 § 2,073
Construction and tenant allowances 5,166 . {47}
State net operating loss and crediis 5,224 2,659
Federal net-operating loss 23,987 17,408
Federal tax credit 1,441 1,215
Worker§' compensation 485 409
Basis differences in property and equipment 5,410 (2,002)
Intangible assers 4,594 3,183
Accrued rent 3,537 3,047
Peasion 1,045 1706
Prepaid expenses (435) {1,307)
Accrued expenses (LI5). 1,291
Other 826 254
" - Tolal deferred tax-assets 53,681 28,839
Less valuation allawance (30,726) : (5,874)
Deferred tax assets, net § 22955 % 22.955 .

There was $23.0 million of deferred taxes recorded in the Company’s combined balance sheets at January 31, 2009, and February 2, 2008.

The Company establishes valuation allowances for deferred tax
of the deduction or credit. The Company recorded an increase
increase to the valuation allowance of $5.9 million for fiscal 20
2008, were $30.7 million and $5.9 million, respectively. Althou.
stralegy in erder to utilize the deferred tax henefits. The Com

realized.

assets when the amount of expected future taxable income is not likely ta support the use
1o the valuation allowance of $24.9 million for fiscal 2008, The Company recorded an
07. The ending batances of the valuation allowanc
gh there i3 a history of ret operating losses, the Company has developed a tax planning
pany believes it is more likely than not that the remairing deferred tax assets will be

€ at Janvary 31, 2009 and February 2,




The net operating loss deferred tax asset consists of a federal and state component. At January 31, 2009, the federal component is $24.0 million and the
state component is $5.2 million. These net operating losses ar available to reduce fedesal and siate taxable income for the fiscal years 2009 to 2027.

11 SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Years Ended
January 31, February 2, February 3,
2009 2008 - 2007
Cashi.paid during thé period for (if thousands): . -
Interest 3 8316 % 7601 § 5,060
“Income taxes. - . - : . ’ 59 136 32
Noncash investing and operating activities: )
Balance of dccowits payable‘and aceried expenses for property and equipment purchases 30 242 © L3s9
12. COMMITMENTS AND CONTINGENCIES

13,

On January 16, 2006, Fendi initiated a lawsuiz, Fendi Adele Srl, etal. (“Fendi”} v. Filene’s Basement, Inc. et al. (“Filene’s Basement™) in the scuthemn
district of New York in connection with certain trademarks owned by Fendi. A settlement agreement and mutua) release was entered on May 17, 2010,
between Fendi and FB Liquidating Estate, Inc., formerly known as Filene's Basement Inc., debtor in possession. The settlement agreement was entered
into without the admission of liability or wrongdoing by Filene's Basement and included a final settlement payment 1o Fendi in the amount of $2.5 million,
paid by Retail Ventures, In addition, Filene’s Basement agreed to return of all Fendi branded product in Filene’s Basement’s possession, make an
advertisement contribution to Fendi, and not purchase for resale or scil any merchandise bearing the Fendi name or any federally registered Fendi
trademarzk except if such goods were puschased dircctly frem Fendi or from an authorized Fendi licensee in accordance with written authorization from
Fendi.

The Company is involved in various legal proceedings that are incidental 10 the conduct of its business. The Company estimates the range of liability
related to pending litigation where the amount of the range of loss can be estimated. The Company records its best estimate of a loss when the [oss is
considered probable, Wiiere a lability is probable and there is a range of estimated Joss, the Company records the most likely estimated Tiability refated to
the claim. In the opinion of management, the amount of any potential liability with respect to these proseedings will not be material to the Company’s
results of operations or financial condition. As additiona) information becomes available, the Company will assess the potential liability related to its
pending litigation and revise the estimates as needed. Revisions in its estimates and potential liability could materialiy impact the Company’s results of
operations and financial condition.

SUBSEQUENT EVENTS

The Company incurred net losses of $63.4 million, $21.2 mitlion, and $1,6 mitlien in fisca? 2008, fiscal 2007, and fiscal 2006, respectively, had nepative
working capital at January 31, 2009, and no availability on its revolving credit agreement at January 31, 2009.

On April 2§, 2609, Retail Ventures anmounced it had entered into, and consummated the transactions contemplated by a definitive agreement dated
Aprit 21, 2009 (the “Purchase Agreement”) to dispose of Filene's Basement, Inc. and certain related entities to FB 1l Acquisition Corp., a newly formed
entity owned by Buxbaum,

Filene’s Basement filed a voluntary petition vnder Chapter L1 of the United States Bankreptey Code on May 4, 2009. As a result of the banknuptcy
proceedings, Retail Ventures agroed 1o forgive the Company’s obligation to repay the $52.6 million notes payable to Retail Ventures.
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In connection with the disposition and related transactions, Filene’s Basement and Retail Ventures obtained consent from the lenders under Filene's
Basement’s secured credit facility led by National City Business Credit, Inc. (the “Filene's Basement Revolving Loan™), pursuant to a Consent and
Ratification Agreement, dated as of April 21, 2009, by and among National City Business Credit, Inc., as Adminisirative Agent and Collateral Agent, the
Revolving Credit Lenders (as defined in the Filene's Basement Revolving Loan), Filene’s Basement, Retail Ventures, and FB I Acquisition Corp. (the
“Consent Agrecment”).

On April 28, 2009, the Administrative Agent under the Filene’s Basement Revolving Loan delivered a notice to Filene’s Basement alleging that ceriain
Events of Default had occurred under the Revolving Loan and stating that the loan commitments were thereby terminated and all liabilities under the
Reveolving Loan were due and payable. As a result, the Filene's Basement Revolving Loan was accelerated and all amounts thereander were immediately
due and payable. Retail Ventares had a guarantee on all obligations under that secured credit agreement, which had a balance of $13.8 million as of the
date of disposition, including a $7.5 million Last Out Participation in that secured credit agreement.

On June 18, 2009, Syms through its wholly-owned subsidiary, SYL, LLC, acquired cerain inventory, fixed assets, equipment, intellectual property and
real property leases and certain other net assets of Filene’s Basement, Inc., pursuant to an erder of the United States Bankruptcy Court for the District of
Delaware in accordance with Sections 105, 363 and 365 of the United States Bankruptcy Code. Assets of Filene's were acguired for a variety of reasons
including the opportunily 1o capitalize on the strength of brand awareness, leverage the utilization of combined infrastructure and personnel, and to expand
market share in the off-price retail clothing market, The purchase price paid at closing was approximately $64.0 million in cash, of which $38.9 miltion
was paid for by Syl. Approximately $25.1 miltion was paid for by Vemnado Realty Trust and its joint venture partmers fo acquire a termination of their lease
in Boston, Massachusetts, to assume and make changes to their lease for a Filene's Basement location in New York, New Yotk and to assume the lease for
a Fitene’s Basement store location in Paramus, New Jersey. Syl's. portion of the purchase price was paid for through $23.9 million in borrowings under
their asset-based revolving eredit facility, and the remainder from cash en hand. The acquisition was accounted for as a business combination using the
purchase method of acceunting under the provisions of ASC 805, Business Combinations.

On November 2, 2011, Syms and each of its subsidiaries, Filene’s Basement, LLC, formerly known as SYL, LLC, Syms Advertising Inc., and Syms
Clothing, Inc. {together the “Debtors™), filed voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Code (the “Bankruptcy Code™)
in the United States Bankruptcy Court for the District of Delaware (the “Bankruptcy Court”™). The Debtors are seeking consolidation of their chapter 11
cases for procedural purposes only and have requested that the cases be jointly administered under the caption “Filene’s Basement, LLC, et al.” The
Debtors” cases have been assigned the following individual case numbers, Case No. 1§-13512 (the Company), Case No. 11-13511 (Filene’s Basement,
LLC}, Case No. 11-13513 (Syms Clothing, Inc.} and Case No. 11-13514 {Syms Advertsing Inc.). Syms and its subsidiaries will continue to manage their
respective properties and operate heir respective businesses as “‘debtors-in possession” under the jurisdiction of the Barkruptey Court and in accordance
with the applicable provisions of the Bankruptey Code.

On November 2, 201 1, Syms issued a press release regarding the bankruptey filings.

Under the terms of Syms Credit Agresment with Bank of America, N.A., dated as of August 27, 2009, as amended (the “Credit Agreement”), the
bankruptey filings, quatify as an event of default and the cutstanding amounts under the Credit Agreement may become due and payable. As of November
1, 2011, approximately $31,310,959, consisting of approximately $20,249. 839 of commitied oans and approximately $11,061,100 of letter of credit
obligations, was ouistanding under the Credit Agreement. The ability of the creditors to seek remedies to enforce their rights under the Credit Agreement is
automaticatly staycd as a result of the bankruptey filings, and the creditors” rights of enforcement are subject to the applicable provisions of the Bankruptey
Code.

Ins preparing these combined financial statements, management evaluated subsequent events through December 9, 201t on which the combined financial

stalements were available for issuance. In accordance with applicable accounting standards, all material subsequent events have either been recognized
within the combined financial statements or disclosed in the notes to the combined financial siatements,
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Condensed Combined Financial Statements as of
Aptik 20, 2009 and January 31, 2009, and for the
Period From February 1, 2009 to Apnil 20, 2008, and
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FILENE’S BASEMENT, INC.

CONDENSED COMBINED BALANCE SHEETS (UNAUDITED)
AS OF APRIL 20, 2009 AND JANUARY 31, 2009

(En thousands)
April 20, January 31,
o 2009 2009
ASSETS:
CURRENT ASSETS:
Cash and equivatents 3 3704 % 4,502
Aceoints receivable — net 1,232 T .2,030
Inventories 33,560 57,562
‘Prepaid éxpenses and other current assets 971 1,806
Current asssts of discontinsed operations 1,139
Total current assets 394467 7,039
PROPERTY AND EQUIPMENT — At cost:
Furniture, fixtures, and equipment 29,676 30,384
Leaschold improvements 34,023 34,644
_Total property and equipment 63,699 65,028
Accumu]ated.depmciatiun and amortization (31,894} {3 1;695)
Pf&ﬁerty and equipment — net 31,805 33,333
.'I‘RADENAMES'AND OTHER INTANGIBLES — Net 3,661 4,255
DEFERRED INCOME TAXES AND OTHER NONCURRENT ASSETS 23934 23,557
NéNCURRENT ASSETS OF DISCONTINUED OPERATIONS 60 258
TOTAL ASSETS $ 98927 § 128442

The accompanying notes are an integral part of the combined financial statements.
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FILENE’S BASEMENT, INC.

CONDENSED COMBINED BALANCE SHEETS (UNAUDITED)
AS OF APRIL 20, 2009 AND JANUARY 31, 2009
(In theusands)

LIABILITIES AND DIVISIONAL DEFICIT
CURRENT LIABILITIES:
Accounts payable
Accrued expenses:
Compensation
Taxes
Other
Current maturities of long-term obligations
Current liabilitics of discontinued operations
Total current liabilities
NOTES PA.Y."\BLE. ;FO RETAIL VENTURES, INC,
OTHER NONCURRENT LIABILITIES
NONCURRENT LIABILITIES OF DISCONTINUED OPERATIONS
COMMITMENTS AND CONTINGENCIES {Note 9)
DIVISIONAL DEFICIT:
Accurnulated deficit
Contributed capital
" Atcumulated other comprehensive loss

" Total divisional deficit

TOTAL LIABILITIES AND DIVISIONAL DEFICIT

The accompanying notes are an integral part of the combinzd financial siatements,
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April 24, January 31,

2009 2009

$ 27,604 § 24851

1,531 1,724

2,718 3,016

33,596 11,878

14,402 39,581

5,907 478

85,848 81,530

52,559 52,559

34,026 34,283

1,730 1772

(162,088} (128,554)

92,777 92,777

(3,925) (5.925)

(75,236) {41,702}

$oo - OB0927- 0§ 0 128442




FILENE’S BASEMENT, INC.

CONDENSED COMBINED STATEMENTS OF OPERATIONS (UNAUDITED)
FOR THE PERIOD FROM FEBRUARY 1, 2009 TO APRIL. 20, 2009 AND
THREE-MONTH PERIOD ENDED MAY 3, 2008

{In thousands)

NET SALES

COST OF-SALES (Exclusive of depreciation included below in sefling, general, and administrative expenses)
LEASED DEPARTMENT AND OTHER INCOME
SELLING,_GENERAL, AND ADMINISTRATIVE EXPENSES
OPERATING LOSS

INTEREST EXPENSE

LOSS FROM CONTINUING OPERATIONS BEFORE INCOME TAXES
INCOME FAX {EXPENSE) BENEFIT

LSS FROM CONTINUING OPERATIONS

LOSS FROM DISCONTINUED OPERATIONS — Netof tax

NET-LOSS

The accompanying notes are an integral part of the condensed combined financial statements.
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Period From Thiee-Month
February I, 2009 to  Period Ended
April 20, 2009 May 3, 2068

$ 62,291 § 96,262
(36,183} (59,495)

2,053 2,599

(52,870 (46,827

(24,713} (6,661

(1,741) (2,205)

(26,454) - (8.866)

-~ (345) 145,

(26,799 (8.521)

(6,735). L (610)

3 _ . (33.534) 3. (9,331)




FILENE’S BASEMENT, INC.

CONDENSED COMBINED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE PERIOD FROM FEBRUARY 1, 2009 TO APRIL 20, 2609 AND
THREE-MONTH PERIOD ENBED MAY 3, 2008

{In thousands)

CASH FROM OPERATING ACTIVETIES:
Loss from continuing operations
Loss from discontinued operations

: Net loss

Adjustments to reconcile net loss to net cash provided by (used in) operatmg activities:

Amortization of debt issuance costs

Depreciation and amortization

Deferred income taxes and other nencurrent Liabilities

: Impairment charges on long-lived assets

Loss on disposal of assets

Change in working capital, assets, and Jiabilities:
Accounts reccivable
Inventorics -
Prepaid expenses and other current assets
" Accounts payable
Procesds from construction and lenant allowances
.Accrued expenses

Net cash provided by {used in) operating activitics
CASH FLOWS FROM INVESTING ACTIVITIES — Cash paid for property and equipment
- Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES — Net (decrzase) increase in revolving credit facility
Netcash (used in) provided by financing activitics
NET (DECREASE) INCREASE IN CASH AND EQUIVALENTS

CASH AND EQUIVALENTS — Beginning of period (mc]udmg cash of discontinued operations of $274 and $52
“respectively)

CASH AND EQUIVALENTS — End of period
The accompanying notes are an integral part of the condensed combined financial statements.
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Period From Three-Menth
February 1,2009 to  Period Ended

Aprit 20, 2009 May 3, 2008
$ (26,799} $ (8,721)
(6,735) ©19)
(33.534) (9331
20 29
1,994 2,643
21 (918)
- 1,161
600
799
488
460
2726 &
CAGHST S B
124267 -
H{158) (467)
CE(ISBY ok A0T)
(25181) 4500
(25;181) - 9,500
{1,072y~ 2,659
Y T Y
$ 3704 §:7 8350




FILENE’S BASEMENT, INC.

NOTES TO THE CONDENSED COMBINED FINANCIAL STATEMENTS (UNAUDITED)
AS OF APRIL 20, 2009 AND JANUARY 31, 2009, AND FOR THE PERIOD FROM FEBRUARY 1, 2009 TO
APRIL 20, 200¢ AND THE THREE-MONTH PERIOD ENDED MAY 3, 2008

1.

BUSINESS OPERATIONS

Filene’s Basement, Iuc, and affiliates are herein referred to collectively as Filene's Basement or the “Company™ (see principles of combination in Note 2,
Filene’s Basement's mission has been 10 be the premier destination for discriminating value-driven sheppers for their designer and famous brand fashion
needs. Filene's Basement, an off-price retail clathing chain, strives to provide the best selection of stylish, designer, and famous brand name merchandise
at surprisiagly affordable prices in men’s and women's apparel, jewelry, shaes, accessories, and home goods. Filene’s Basement stores have had a large
selection of upscale designer and better-branded merchandise, including couture items imported directly from the fashion capitals of Europe. Famous for
its unique bridal dress promotions, now lailed as the “Running of the Brides,"™ Filene’s Basement believes that it is also unique in its offering of great
fashion, high quality, and extraordinary prices. Prior to April 21, 2009, Filene’s Basement was a wholly-owned subsidiary of Retail Ventures, Inc. (“Retail
Ventures™), a holding company operating retail stores.

On April 21, 2009, Retail Ventures announced it had entered into, and consummated the transactions contemplated by a definitive agreement dated
April 21, 2009 (the “Purchase Agreement™), to dispose of Filene’s Basement, Inc. and certzin related entities to FB H Acquisition Corp., a newly formed
entity owned by Buxbaum Holdings, Inc. (“Buxbaum®).

Filene's Basement filed a voluntary petition under Chapter 1 of the United States Bankruptcy Code on May 4, 2009.

On June 18, 2009, Syms Corp. (“Syms”) through its wholly-owned subsidiary, SYL, LLC, (“Syl™) acquired certain inventory, fixed assets, equipment,
intellectual property and real property leases, and certain other net assets of Filene's Basement. Pursuant to an order of the United States Bankruptcy Court
for the District of Delaware in accordance with Sections 105, 363, and 365 of the United States Bankniptcy Code. Assets of Filene's Basement were
acquired for a vatiety of reasons, including the oppartunity to capitatize on the strength of brand awareness, leverage the utilization of combined
infrastructarc and personnel, and to expand market share in the off-price retail clothing market, The purchase price paid at closing was approximately
$64.0 million in cash, of which $38.9 million was paid for by Syl. Approximately $25.1 million was paid for by Vomnado Realty Trust and its Jjoint venture
partners {0 acquire a termination of their lease in Boston, Massachusetts, and to assume and make changes to their tease for a Filene's Basement focation in
New York, New York and to assume the lease for the Filene’s Basement stote location in Paramus, New Jersey. SyI’s portion of the purchase price was
paid for through $23.9 million ir borrowings under Syms asset-based revolving credit facility, and the remainder from cash on hand. The acquisition was
accounted for as a business combination using the purchase method of accounting under the provisions of ASC 805, Business Combinations.

Designer and Famous Brand Merchandise — Filene’s Basement’s stores offer designer and famous name brand apparel, home goods, and accessories.
Filene's Bascment offers everyday low pricing in key fashion categories. The merchandise represents a focused assortment of fashionable, nationally
recognized men’s and women’s apparel, shoes, handbags and other accessories, fine jewelry, fragrances, giftware, and home goods bearing prominent
designers’ and manufacturers’ names.

Distribution — Filene’s Basement’s merchandise is processed and distributed from a 457,000 square foot leased distribution facility situated on 32.8 acres
with adjacent rail service in Aubum, Massachusetis, outside of metropelitan Bostor, Massachusetts. The Company has a dedicated contract carrier that
manages the fleet of road tractors and our semi-traélers. Qur contract carrier makes the majority of all deliveries to the stores.

Advertising and Promotion — Filene’s Basement employs a multi-media approach to advertising, using print, broadcast, direct mail, ouline, and ¢-mail
media. Historically, the primary methed of comemunicating with the market throughout the year has been via advertising in daily newspapers, typically
guarter and half page ads. With a substantial increase in customer database enrollment, direct mail and email communications became a growing part of the
advertising mix. Advertising expense, excluding discontinued operations, was $1.2 million and $2.2 million for the period from Febmary 1, 2009 to

April 20, 2009 and ihe three-month period ended May 3, 2008, respectively.
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Store Location, Design, and Operations — Filene’s Basement's stores are typically located in leased facilities within suburban areas, near large
residential neighborhoods, and average approximately 31,000 square feet of selling space per store {approximately 45,000 square feet of total space per
store}. Certain stores in Boston, New York, Chicago, Atlanta, and Washington D.C. are located in key urban areas. The stores are designed to be
convenient and attractive in their merchandise presentation, dressing rooms, checkouts, and customer service areas, As April 20, 2009, Filene’s Basement
operated 25 stores in i) states and the District of Columbia,

Store Closures — In January 2009, Filene’s Basement announced it was exploring sirategic alternatives. As a result, 11 store closings were completed in
February 2009. Due 1o the store closings, the Company recorded a reserve of $16.2 million, excluding discontinued operations, as of April 20, 2009.

License Agreements and Leased Departments — Filene’s Basement licenses cosmetics, shoes, and certain other incidental departments to third parties,
one of which is a related party. The aggregate annual license fees, excluding discontinued operations, were approximately $1.3 million and $1.8 million for
the period from Febiuary 1, 2009 10 April 20, 2009 and the three-month period ended May 3, 2008, respectively. Income from the license agreements and
leased departments is reported in leased department and other income.

Seasonality — Filene's Basement’s business is affected by the pattern of seasonality common to most retail businesses. Historically, increased sales and
operating profit have been generated during the early fall and winter holiday selling seasons.

Service Marks, Trademarks, and Trade names — Filene's Basement has an exclusive, perpetual, worldwide, royalty free license to use the name
“Filene’s Basement” and “Filene's Basement of Bosten” trademark and sezvice mark registrations, as well as certain other trade names. Filene’s
Basement’s exclusive licensee status with respect to these registered marks has been recorded with the United States Patent and Trademark Office and
relevant state offices. Other trademarks and trade names used by Filene’s Basement have been protected as weli.

BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

Principles of Combination — The condensed combined financial statements include the accounts of Filene's Basement Inc. and its affiliates. Prior fo
Aprit 21, 2009, Filene’s Basement was a consolidated subsidiary of Retail Ventures. The puspose of these condensed combined financial statements is to
present the business and operations of Filene’s Basement, Inc. a5 2 stand-alone business. Certain adjustments have been made te the historical condensed
combined financial statements of Filene’s Basement, in order to present the business on a stand-alone basis. Home office and shared service charges werc
allocated from Retail Ventures and its subsidiaries. Al intercompary accounts and transactions have been climinated. As a result of several Filene's
Basement’s stores meeting the criteria set forth in ASC 205-20, Discontinued Operations, the results of operations for these stores have been included in
discontinued operations. See Note 3 to the condensed combined financial statements for a discussion on discontinued operations.

The accompanying unaudited condensed combined interim financial statements should be read in conjunctien with the Company™s annual combined
financial statements for the fiscal years ended Jasuary 31, 2009, and February 2, 2008, and the fiscal years ended January 31, 2809, February 2, 2608, and
February 3, 2007.

In the opinion of management, the unaudited condensed combined interim financial statements reflect all adjustments, consisting of only rormal recurring
adjustments, which are necessary to present fairly the condensed combined financia? position, results of operations, and cash flows for the periods
presented.

Use of Estimates — The preparation of condensed combined financial statements in confonmity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported amouats of assets and labilities and disclosure
of contingent asscts and liabilities at the date of the condensed combined financial statements and seported amounts of revenues and expenses during the
reporting period. Significant esiimates are required &5 a part of inventory valuation, income taxes, sales returns, depreciation, amertization, recoverability
of leng-lived assets, establishing reserves for insurance, and caleulating retirement benefits, Afthough these estimates are based on management’s
knowledge of current events and actions it may underizke in the future, actuzl results could differ from these estimates.
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Cash and Equivalents — Cash and equivalents represent cash, highty ligquid investments with original maturities of three months or less at the date of
purchase, and credit card receivables which generally setile within three days. The carrying amounts of cash and equivalents approximate fair vatue,

Accounts Receivable — Accounts receivable are classified as cuzrent assets because the average collection period is generally less than one year, The
carmying amount approximates fair value because of the relatively short average maturity of the instruments and ne significant change in interest rates.

Allewance for Doubtful Accounts — The Cempany monitors exposure for credit tosses and record related aflowances for doubtful accounts. Allowances
are estimated based upon specific accounts receivable balances, where a risk of default has been identified. The allowance for doubtfi] accounts was
$2.4 million and $6.4 million at Aprit 20, 2009 and January 31, 2009,

Enventories — Merchandise inventories are stated at the realizable value, determined using the first-in, first-out basis, or market, using the retail inventory
method. The retail method is widely used in the retail industry due to its practicality. Under the retail inventory method, the valuation of inventorics at cost
and the resulting gross margins are caloulated by applying a calculated cost to retail ratio to the retail value of inventories. The caost of the inventory
reflected on the condensed cormbined batance sheets is decreased by charges to cost of sales at the time the retail value of the inventory is lowered through
the use of markdowns, which are reductions in prices due to customers” perception of value, Hence, eamings are negatively impacted as the merchandise is
marked down prior to sale.

Inherent in the calculation of inventories are certain significant management judgments and estimates, including setting the original merchandise retait
value, markdowns, and estimates of losses between physical inventory counts or shrinkage, which combined with the averaging process within the retail
method, can significantly impact the ending inventory valuation at cost and the resulting gross profic

The Company records a reduction 1o inventories and charges to cost of sales for shrinkage. Shrinkage is calculated as a percentage of sales from the Jast
physical inventory date. Estimates are based on both historical experience as well as recent physical inventory results. Physical inventory counts are tzken
on an annual basis and have supported the Company’s shrinkage estimates.

Markdowns establish a new cost basis for the Company’s inventory. Changes in facts or circumstances do not result in the reversal of previously recorded
markdowns or an increase in that newly established cost basis. The markdown reserve requires management to make assumptions regarding customer
preferences, fashion trends, and consumer demand.

Preapening Expenses — Preopening costs associated with the opening of new stores are expensed as incurred for stores opened during the fiscal year and
those under constriction and to be opened in future fiscal years. There were no precpening cosis expensed for the period from February 1, 2009 to
April 20, 2009 and the three-month period ended May 3, 2008.

Property and Equipment — Depreciation and amortization are recognized principally on the straight-tine method in amounts adequate to amortize costs
over the estimated useful tives of the respective assets. Leaschold improvements are amortized over the shorter of their usetul lives (10 years) or initial
Iease term. The estimated useful lives of furniture, fixtures, and equipment ase thres to ten years.

Asset Impairment and Long-Lived Assets — The Company must periodically evaluate the camrying amount of its long-lived assets, primarily property
and equipment, and finite life intangible assets when events and circumstances warrant such a review to ascertain if any assets have been impaired. The
carrying amount of a long-lived asset is considered impaired when the carrying value of the asset exceeds the expected future cash flows from the asset.
The Company’s seview is conducted at the lowest identifiable level of cash flows, which includes a store. The impairment loss recognized is 1he excess of
the carvying value of the asset over its fair value, hased on a discounted cash flow analysis using a discount rate determined by management. The
impairment loss is included in sclling, general, and administrative expense. Assels acquired for stores that have been previously impaired are not
capitalized when acquired if the store’s expected future cash flow remains negative.

Trade names and Other Intangible Assets — Trade names and other intangible assets are composed of values assigned to names and leases the
Cempany acquired. As of April 20, 2009 and January 31, 2009, the gross balance of trade names and other intangible assets, excluding discontinued
operations, was $26.8 million 2nd $26.7 million, respectively. Accumulated amortization for tade names and other intangible assets, excluding
discontinued operations, was $17.2 million and $22.4 million at April 20, 2009 and January 31, 2008, respectively. The average useful lives of other
intangible assets, net are 11 years as of both April 20, 2009 and January 31, 2009,
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Amortization expense, excluding discontinued operations, was $0.7 million for the period from February E, 2009 to April 20, 2009 and for the thres-month
period ended May 3, 2008,

Self-Insurance Reserves — The Company records estimates for certain health and welfare, workers' compensation, general lability, and casualty
insurance costs that are self-insured programs. Self-insurance reserves include actuarial estimates of bath clajms filed, carried at their expected ultimate
settlement value, and claims incurred but rot yet reported. The liability represents an estimate of the witimate cost of claims incurred as of the balance sheet
datc. Health and welfare, workers’ compensation and general liability cstimates are calculated utilizing claims development estimates based on historical
experience and other factors. The Company has purchased stop loss insarance to fimit its exposure to any significant exposure on a per person basis for
‘healih and welfare and on a per claim basis for workers’ compensation and generat liability. Although the Company does not anticipate the amounts
ultimately paid will differ significantly from the estimates, self-insurance reserves could be affected if fature claim experience differs significantly from the
historical trends and the actuarial assumptions. The self-insurance reserves, excluding discontinued operations, were $1.0 million at both April 20, 2009
and January 31, 2009. .

Deferred Rent — Many of the Compeny’s eperating Ieases contain predetermined fixed increases of the minimum tental rate during the initial lease term,
For thess leases, the Company recegmizes the related rental expense on a strai ght-line basis and records the difference between the amount charged to
expense and the rent paid as deferred rent and begins amortizing such deferred rent upon the delivery of the lease location by the lessor. The amounts
included in the other nencurrent liabilitics captios, excluding discontinued operations, were $8.7 million and $8.3 million at April 24, 2009 and January 31,
2009, respectively.

Constraction and Tenant Allowances — The Campany receives cash allowances from landiords, which are deferred and amortized on a straight-line
basis over the original terms of the lease as a reduction of rent expense. These allowances are included in the other noncurrent liabilites caption and at
April 20, 2009 and Janvary 31, 2009 were $20.5 million and $21.2 milion, excluding discontinued operations, respectively.

Contributed Capital — Upaon the acquisition of Filene's Basement, Retail Ventures paid certain amounts on behalf of Filene’s Basement. These amounts
have boen recorded as contributed capital in the accompanying Company’s condensed combined financial statements.

Accumulated Other Comprehensive Loss — The accumulated other comprehiensive loss was $5.9 million at April 20, 2009 and January 31, 2009, and
relates to the Filene’s Basement minimum pension liability. .

Comprehensive loss, excludiag discontinued operations, was $26.8 million and $8.7 million for the period from February 1, 2009 to April 20, 2009 and the
three-month period ended May 3, 2008, respectively.

Sales and Revenue Recognition — Revenues from merchandise sales are recognized at the point of sale, net of returns, and sales tax. Revenuc from gift
cards is deferred and the revenue is recognized upon redemption of the gift card. The Company’s policy is to recognize income from breakage of gift cards
when the likelihood of redemption of the gift card is remote. The Company recoganized miscellancous income from gift card breakage of less than

$0.1 miltion for the period from February 1, 2009 10 April 20, 2009 and the three-month period ended May 3, 2008.

Cost of Sales -— Cost of sales includes the cost of merchandise, markdowns, and inventory shrinkage. Cost of merchandise includes related inbound
freight to our distribution centers, duties, and comemissicns. Cast of sales excludes depreciation and amortization, which is included within selling, general,
and administrative expenses, The classification of these expenses vary across the retail industry, thus our gross margin rates may not be comgparable so
those of other retailers that include warehouséng and cutbound diseribution and {ransportation costs in cost of sales.

Selting, General, and Administrative Expenses — Setling, peneral, and administrative expenses include, and consist primarily of, store, warchousing,
distribution and corporate payrolls and benefit costs, occupancy costs which include retail stores, warehousing and corporate rent costs, facility and
leasehold improvement depreciation and utility costs, advertising, repair and maintenance, insurance, equipment depreciation, professional fees, and other
miscellaneous expenses.
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Income Taxes — lucome taxes are accounted for using the asset and liability method as required by ASC 740, Income Taxes. The Company is required to
determine the aggregate amount of income tax expense to accrue and the amount, which will be currently payable, based upon tax statutes of each
jurisdiction in which we do business. In making these estimates, income is adjusted based on 2 determination of generally accepted accounting principles
for items that are treated differently by the applicable taxing authorities. Deferred tax assets and liabilitics, as a resuit of these differences, are reflected on
the Company’s condensed combined balance sheets for temporary differences that will reverse in subsequent years. A valuation allowance is established
against deferred tax assets when it is more likely than not that some or all of the deferred tax assels will not be realized. If management had made these
determinations on a different basis, the tax expense, assets, and liabilities could be different. The Company recorded an increase to the valuation aHowance
of $10.3 million and $3.7 million for the period from February 1, 2009 to April 20, 2009 and the three-month period ended May 3, 2008, respectively.

Recent Accounting Pronouncements — In April 2008, the FASB issucd an update to the ASC 350-3 0, Goodwill and Other Intangible Assets, General
Intangibles Other than Goodwill, that amends factors that should be considered in developing renewal or extension assumptions used to determine the
useful life of a recognized intangible asset. The intent of this guidance is to improve consistency between the useful life of a recognized intangible asset
and the period of expected cash flows used to measure its fair value. This guidance was effective for financial statements issued for fiscal years beginning
after December 15, 2008, and interim periods within those fiscal years, with carly adoption prohibited. This guidance was prospectively applied to
intangible assets acquired after the effective date. The disclosure requirements were applied prospectively to all intangible assets recognized as of, and
subsequent 1o, the effective date. The adoption of this guidance during the first quarter of fiscal 2009 did not have a significant impact the Company’s
condensed combined finatcial statements.

In February 2008, the FASB issued an update to ASC 820, Fair Value Measurements and Disclosures, (“ASC 820”) which delayed the effective date for
nonfinancial assets and liabilities that are recognized or disclosed in the financial statements on a nonrecurring basis to fiscal years beginning afier
November 15, 2008. ASC 820, which defines fair value, establishes a framework for measuring fir value under GAAP and expands disciosures about fair
value measurements. The adoption of this standard did not have a significant impact on the Company”s condensed combined financial statements.

In June 2009, the FASB issued ASC 105, Generally Accepted Accounting Principles, {*ASC 105") or the Cedification, The Codification is the sole source
of authoritative 1.8, accounting and reporting standards recognized by the FASB, Rules and interpretive releases of the SEC are also sources of
authoritative GAAP. ASC 105 is effective for financial statements issued for periods ended after September 15, 2009. Upan adoption of ASC 105,
references within condensed combined financial staternent disclosures were modified to reference the Codification,

In January 2010, the FASB issued updates te existing puidance related to fair value measurements, As & result of these updates, entities will be required to
provide enhanced disclosures about transfers into and out of Level | and Level 2 classifications, provide separate disclosures about purchases, sales,
issuances, and settlements relating to the tabular reconciliation of beginning and ending balances of the Level 3 classification and provide greater
disaggregation for each class of assets and lisbitities that use fair value measurements. Except for the detailed Level 3 disclosures, the new standard will be
effective for the fiscal 2010. The requirement related to Level 3 fair value measurements is effective for interim and annual reporting periods beginning
after January 29, 201 1. The adoption of the effective portions of this new standard is net expected to have a material impact on the Company’s condensed
combined financial statements.

DISCONTINUED OPERATIONS

As of April 20, 2009, there were 25 Filene’s Basement stores in operation {ocated primarily in mzjor metropolitan areas of the Northeast and Midwest
United States. In January 2009, Filene's Basement announced it was exploring strategic alternatives. As a result, 11 store closings were completed in
February 2009. The final determination to close these underperforming stores was due to decreased sales and operating profit during the fourth quarter of
fiscal 2008, as well as the conlinued negative outloak for the United States retail segment gencrally and Filene’s Basement In particular,

Each closed store was evaluated in accordance with ASC 205-20, Discontinued Operations, and based on this analysis it was concluded that three stores
should be included within discontinued operations in the accompanying condensed combined financial statements presentes.
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The significant components of Filene’s Basement operating results included in discontinued operations for the periads presented are as follows (in

thousands):
Period From Three-Mounth
February 1, 2009 to Period Ended
April 20, 2009 May 3, 2008
Net sales -8 L 06008 8,758
Loss before income taxes $ (6,735) % (610)

Income tax {(expense) benefit

Loss from discontinued operations — net of tax 3 6,735) § . (610)

The financial classification of assets and liabilities of Filene’s Basement's discontinued operations in the condensed combined batance sheets as of the
period ended April 20, 2009 and January 31, 2009, is as follows (in thousands):

April 20, Jamuary 31,

2009 2009
Cash ' $ D
Accounts receivable . 1
Iaventories : 822
Prepaid expenses and other current assets 42
Total current assets ' T

Property and equipment — et
Other noncerrent assets

Total noncurrent assets

Total assets . § - g

Accrued expenses . CO8L L OSY0TC $T nlATs
Total currént liabilities o IR (SRR SR 7

Other nancurrent ligbilities 1,730", e i

Tatal liabilities : § Te3TI$ Tpiasn

4. RELATED PARTY TRANSACTIONS

These condensed combined financial statements reflect allocated expenses associated with centralized Retail Ventures support functions, including: legal,
acceunting, tax, treasury, internal audit, information technology, human resources, and other services. The costs associated with these generally include all

payrall and benefit costs as well as overhead costs related to the support fonctions. Retail Ventures also allocated costs to the Company associated with

office facilities, corporate insurance coverage and medical, postretirement and other health plan costs atiributed to the Company employees participating in

Retail Ventures sponsored plans. Allocations are bascd on a number of utitization measures, including headcount and proportionate effort. Filene’s

Basement recorded home office and shared service charges of $4.4 million and $3.1 million for the period from Februaty 1, 2009 to April 20, 2009 ard the

three-month period ended May 3, 2008, respectively.
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The company had owistanding notes payable to Retail Ventures, excluding discontinued operations, of $52.6 million as of April 20, 2009 and January 31,
200%. See Note 6 to the condensed combined financial statements for further discussion of these notes. As of Apnil 20, 2009 and January 31, 2009, the
company had net payable balances with Retail Ventures and affiliates of $6.8 million and $6.0 miltion, respectively, whicl were primarily refated to shared
services and other intercompany transactions.

Accounts payable to relaied parties, other than Retail Ventures, principaily result from commerciat transactions with entities owned or affiliated with
Schottenstein Stores Corporation (*SSC™) or intercempany transactions with $SC, through Retail Ventures. Settlement of affiliate receivables and payables
arc in the form of cash. These transactions settle normally in 30 to 66 days. There were no accounts payable to related parties at April 20, 2009. Accounts
payable fo related parties were $0.7 million at January 31, 2009.

The Company, through Retail Ventures, shared certain perseanel, administrative, and service costs with SSC and its affiliates. The costs of providing these
services are allocated ameng the Company, Retail Ventures, S3C, and its affiliates without a premium. The allocated amounts are not significant. SSC does
not charge t:e Company for general corporate management services.

Filene's Basement operates leased departments for affiliated companies. The keased department income recorded in leased department and other income
includes refated party leased income from DSW Inc. and affiliates, excluding discontinued operations, of $1.3 miltion, and $1.8 million for the period from
February 1, 2009 10 April 20, 2009 and the three-month period ended May 3, 2008, respectively.

The Company also leases certain store locations from SSC and its affiliates.

STOCK-BASED COMPENSATION

Centain Filene’s Basement employees were granted stock options and stock appreciation rights related to Retail Ventures comaron shares. The agreements

cordition the vesting of the shares generally upon continued employment with Retail Ventures. Filene's Basement recorded expense related to stock-based
compensation of less than $0.1 million for the period from February I, 2009 to April 20, 2009 and the three-month period ended May 3, 2608.

~19.




LONG-TERM OBLIGATIONS
Leng-term obligations of continuing operations consist of the following (in thousands):

April 20, January 31,

2009 2009
Filene’s Basement revolving credit facility - 3 14402 39,583
Notes payable to Retail Ventures 52,559 52,559
Less current maturities (14402) - (39,583)
Total long-term obligations $ 52,559 3 52,559
Letters of credit outstanding 5 1,747 - % 2947
Availability uder revolving credit facilities 7,773

$100 Million Secured Revolving Credit Facility — The Filcne's Basement Revolving Loan — Effective January 23, 2008, Filene's Basement entered
into a $!00 million secured revolving credit facility (the “Revolving Lean”). Under the Filene's Basement Revolving Loan, Filene’s Basement is named as
the borrower. The Filene’s Basement Revolving Loan was guaranteed by Retail Ventures and certain of its wholly-owned subsidiaries. The Filene's
Basement Revolving Loan lras borrowing base restrietions and provides for borrowings at variable interest rates based on LIBOR, the prime rate and the
Federal Funds effective rate, plus 2 margin. In addition to the borrowing base restrictions, 10% of the facitity is deemed an “excess reserve” and is not
available for borrewing. Obligations under the Filene’s Basement Revolving Loan are secured by a lien on substantially all of the personal property of
Filene’s Basement and of Retail Ventures and its other wholty-owned subsidiaries, excluding shares of DSW owned by Retail Ventures.
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Notes Payable to Retail Ventures — On August 16, 2006, Filene’s Basement entered into a promissory note with Retail Ventures for $27.6 million, due
August 16, 2013. In addition, on January 3, 2008, Filene’s Basement entesed into a promissory rote with Retail Ventures for $25.0 million, due
February 1, 2013. The interest on each note between Filene's Basement and Retail Ventures accrues at 13% Per annum,

As of April 20, 2089, Filene’s Basement was in compliance with all debt covenants. On February 13, 2009, the Revolving Loan was amended to allow for
the borrowings in excess of the amount altowed by the borrowing base. See Note 11 to the condensed combined financial statements for a discussion on
subsequent events related to long-tenn obligations.

PENSION BENEFIT PLAN

The Company was not required o make any contributions during the period from February 1, 2009 to April 20, 2609, to meet minimum funding
requirements under the Filene's Basement defined benefit pension plan (the “Pension Plan”). Filene’s Basement did not cortribute fands in fiscal 2009.
The components of net periodic cost of the Pension Plan is as follows {in thausands):

Period From Three-Month
February 1, 2009 to Period Ended
April 20,2009  Mey 3, 2008

Interest cost 3 244§ 234
Expected seturn on plan assets (189) (282)
Amortization of transition asset . B ¢ A ()]
Amortization of net loss 143 f11

Net beriodic cost . g l8.9 5 oo s

3.

INCOME TAXES

The Company establishes valuation allowances for deferred tax assets when the amount of expected futute taxable income is ot kikely 1o support the use
of the deduction or credit. The Company has determined that there is a prebability that future taxable income may not be sufficient to fully utifize deferred
tax assets. The valuation atlowance as of April 20, 2009 and January 31, 2009, was $4£.0 million and $30.7 mitlion, respectively. Based on available data,
the Company believes it is more likely than not that the remaining deferred tax assets will be realized.

The tax rates of (1.3%) and 1.6% for the period from February 1, 2009 to April 20, 2009 and the three-month period ended May 3, 2008, respectively,
reflects an increase in valuation allowance of $1¢.3 miilion and $3.7 million on federal and state deferred tax assets.

The Company is no lenger subject to 11.S, federal or state and [ocal income tax examinations by tax authorities for the fiscal years prier to 2000. The
Company is not currently under audit by the [RS. There are several state audits and appeals ongoing for fiscal years from 2000 through 2006, The
Company estimates the range of possible changes that may result from the examinations to be insignificant at this time.

COMMITMENTS AND CONTINGENCIES

On January 16, 2006, Fendi initiated a lawsuit, Fendi Adele S.r.l,, et al, {“Fends”) v. Filene's Basement, Inc. et al. (“Filene's Basement™) in the scuthern
district of New York in connection with certain trademarks owned by Fendi. A setticment agreement and mutual release was entered on May 17, 2050,
between Fendi and FB Liquidating Estate, Inc., formerly known as Filene’s Basement Inc., debtor in possession, The settlement agreement was entered
into without the admission of liability or wrongdoing by Filenc's Basement and included 2 final setilement payment to Fendi in the amount of $2.5 million,
paid by Retail Ventures. In addition, Filene's Basement agreed 10 return of all Fendi branded product in Filene™s Basement’s possession, make an
advertisement contribution to Fendi, and not purchase for resale or sell any merchandise bearing the Fendi name or any federally registered Fendi
trademark except if such goods were purchased directly from Fendi or from an authorized Fendi licensee in accordance with writien authodzation from
Fendi.
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10.

The Company is involved in various legal proceedings that are incidental to the condust of its business. The Company estimates the range of liability
related to pending litigation where the amount of the range of loss can be estimated. The Company records its best estimate of a lpss when the loss is
considered probable. Where a Hability is probable and thiere is a range of estimated loss, the Company records the most likely estimated liability related to
the claim. In the apinion of management, the amount of any potentiat liability with respect to these proceedings will not be material to the Company’s
results of operations or financial condition. As additional information becomes available, the Company will assess the potential liability related to its
pending litigation and revise the estimates as needed. Revisions in fts estimates and petential liability could materialby impact the Company’s results of
operations and financial condition.

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Period From Three-Month

Febroary 1, 2609 to Period Ended
April 20, 2000 May 3, 2008

Cash paid during the peried for {in thousands): o
Interest % 296 3 372
Moncash investing and operating activities — balance of accounts payable and accrued expenses for .

11.

propergy amd equipment purchases 146 22
SUBSEQUENT EVENTS

The Company incurred net losses of $33.5 million and $9.3 million for the period from February 1, 2009 to April 20, 2009 and the three-month period
ended May 3, 2008, respectively, and had negative working capital at April 20, 2009 and January 31, 2009.

On April 21, 2009, Retail Ventures announced it had entered into, and consummated the transactions contemplated by a definitive agreement dated
Aprit 21, 2009 (the “Purchase Agreement™) to dispose of Filene's Basement, Inc. and cerlain related entities to FB I Acquisition Corp., a newly formed
entity owned by Buxbaum.

Filene’s Basement filed a voluntary petition under Chapter 11 of the Elnited States Bankruptcy Cede on May 4, 2009. As a result of the bankruptcy
proceedings, Retail Ventures agreed to forgive the Company’s obligation te repay the $52.6 million notes payable to Retail Ventures.

In connection with the disposition and refated transactions, Filene’s Basement and Retail Ventures obtained consent from the [enders under Filene's
Basement's secured credit facility led by National City Business Credit, Inc. {the “Filene’s Basement Revolving Loan™), pursuant to a Consent and
Ratification Agreement, dated as of April 21, 2009, by and amoeng National City Business Credit, Inc., as Administrative Apent and Coliaterat Agent, the
Reveolving Credit Lenders (as defined in the Filene’s Basement Revalviug Loan), Filenc’s Basement, Retail Ventures, and FB IT Acquisition Corp. (the
“Consent Agreement’}.

On April 28, 2009, the Administrative Agent under the Filene’s Basement Revelving Loan delivered a notice fo Filene's Basement alleging that certain
Events of Default had occurred under the Revolving Loan and stating that the loan commitments were therehy terminated and all liabilities under the
Revolving Loan were due and payable. As a result, the Filene’s Basement Revolving Loan was accclerated and all amounts there under were immediately
due and payable. Retail Ventures fiad a guarantee on all obligations under that secured credit agreement, which had a balance of $13.8 million as of the
date of disposition, including a $7.5 miltion Last Out Participation in that secured credit agrecment.

On June 18, 2009, Syms through its wholly-owned subsidiary, SYL, LLC, acquired certain inventory, fixed assets, equipment, intellectual property and
real property deases, and certzin other net assets of Filene’s Baserent, Inc., pursuant to an order of the United States Bapkmptcy Court for the District of
Delaware in accordance with Sections E05, 363, and 365 of the United States Baukruptey Cede. Assets of Filene’s were acquired for a variety of reasons,
inctuding 1he oppartunity to capitalize on the strength of brand awareness, leverage the utilization of combined infrastructure and personnel, and to expand
market share in the ofE-price retail clothing market, The purchase price paid at closing was approximately $64.0 million in cash, of which $38.9 million
was paid for by Syl. Approximately $25.1 million was paid for by Vomado Realty Trust and its joint venture partners to acquire a termination of their lease
in Boston, Massachuselts, to assume and make changes to their lease for a Filene’s Basement location in New York, New York and to assuine the lease for
the Filene's Basement store location in Paramus, New Jersey. Syl's portion of the purchase price was paid for through $23.9 million in borrowings under
their asset-based revolving credit facility, and the remainder from cash on hand. The acquisition was accounted for as a business combination using the
puichase method of accounting under the provisions of ASC 805, Business Combinations.

.47 -




On November 2, 2011, Syms and each of its subsidiaries, Filene's Basement, LLC, Syms Advertising Inc., and Syms Clothing, Inc. (together the “Debtors™), filed
voluntary petitions for relief under Chapter 1t of the United States Banksuptcy Code (the “Bankeupicy Cade™) in the United States Bankruptcy Court for the
District of Delaware (the “Bankruptcy Court”). The Debtors are seeking consolidation of their chapter 11 cases for procedural purposes only and have requested
that the cases be jointy administered under the caption “Filene’s Basement, LLC, et al.”” The Debtars’ cases have been assigned the following individual case
numbers, Case No. 11-13512 (the Company}, Case No. [1-13511 (Filene’s Basement, LLC), Case No, 11-13513 (Syms Clothing, Inc.) and Case No. 11-13514
{Syms Advertising Inc.). Syms and fts subsidiaries will continue to manage their respective properties and operate their respective businesses as “debtors-in
possession” under the jurisdiction of the Bankruptey Court and in accordance with the applicable provisions of the Bankruptcy Cade.

On November 2, 2011, Syms issued a press release regarding the bankruptey filings

Under the terms of Syms Credit Agreement with Bank of America, N.A,, dated as of August 27, 2009, as amended (the “Credit Agreement™), the bankruptcy
filings, qualify as an event of default and the outstanding amounts under the Credit Agreement may become due and payable. As of November 1, 2011,
approximately $31,310,959, consisting of approximately $20,249,859 of committed loans and approximately $t 1,061,100 of letter of credit obligations, was
outstanding wnder the Credit Agreement, The ability of the creditors to seck remedies to enforce their rights under the Credit Apreement is automatically stayed as
a result of the bankruptey filings, and the creditors’ rights of enforcement are subject to the applicable provisions of the Bankruptey Code.

In prepaning these condensed combined financial statements, management evaluated subsequent events through December 9, 2011 on which the condensed

combined financial statements were available for issuance. In accordance with applicable accounting standards, atl material subsequent events have either been
recognized within the cendensed combined financial statements or disclosed in the notes to the condensed combined financial statements.

*hEENE
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NOTES TO THE SYMS PRO FORMA CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Basis of Pro Forma Presentation

The unaudited pro forma condensed consolidated financial statements are based on the historical financial statements of Syms Corp. and Filene’s Basement, Inc.
after giving effect to the cash paid and financing used to consummate the acquisition of Filene's Basement Inc., as well as certain pro forma adjustrnents. The
unaudited pro forma cendensed consolidated balance sheet as of May 30, 2009 is based on the Company's historical balance sheet as of that date, and gives effect
to the acquisition transactien as if it had accurred on May 30, 2009.

The unaudited pro forma condensed consolidated balance sheet as of May 30, 2049 is presented as if the acquisition occurred on May 30, 2009. The unaudited
pro ferma condensed consolidated statements of operations for the 13 weeks ended May 30, 2G09 and the 52 weeks ended February 28, 2009 are based on the
historical condensed conselidated statements of operations of the Syms Corp. and Filene’s Basement, Inc. and give pro forma effect assuming the transaction
occurred at the beginning of the earliest period presented.

The allocation of the purchase price of the acquisition used in these unaudited pro forma condensed consolidated financial statements is based upon the
Company’s estimates and assumptions at the date of preparation, which have been made for the purpose of developing such pro forma candensed consolidated
financiz! statements,

The unaudited pro forma condensed consolidated financial statements and the ascompanying notes should be read in conjunction with the historical financial
statements and accompanying notes of Filene’s Basement, Inc. and Syms Corp. Annual Report on Form 10-K filed with the Securities and Exchange Commission
(SEC) on May 12, 2010, and Quarterly Report on Form 1¢-Q filed with the SEC on August 29, 200%. The unaudited pro forma condensed consolidated financial
statements are presented for infarmational purpeses only and are not necessarily indicative of the operating results or the financial position tsat would have been

achieved had the acquisition been consummated as of the date indicated or of the results that may be obtained in the fature,

Purchase Price and Purchase Price Allocation

On hune 18, 2009, Syl completed the acquisition of Filene’s Basement from Retail Vendures, Inc., which included certain inventory, fixed assets, equipment,
intellectual property, real property leases and certain other net assets pursiant to an order of the United States Bankruptcy Court for the District of Delaware in
accordance with Sectons 103, 36 and 365 of the United States Bankruptcy Code,

The Purchase Agreement provides that the Purchase Price consists of (i) $47.6 mitlion, plus (ii) the amount of the security deposits relating to acquired
leases plus (iii) seventy percent of the Sellers cost of acquiring the inventory seld to Syl in the transaction. The Seller and Syl calculated the Purchase
Price due at closing based on estimates of such security deposits and inventory cost.

Syl determined that the fair values of assets acquired exceeded the purchase price by approximately $9.7 million, which was recorded as a bargain purchase gain,
and is shown as a separate component of operating cxpenses in flte consolidated finarncial statements for fiscal 2009. The gain of approximately $13,122,000,
before neiting of the related deferred tax liabilities of $3,408,000, was recognized for book puzsposes only, A lower gain was recognized currenily for tax purposes
resulting in & downward adjustment of the tax basis of the assets acquired. The Acquisition Costs in the amount of approximately $4.9 million, is capisalized for
tax and deducted as a current expense for book purposes.

The following table presents {in thousands) the estimated fair values of the net assets acquired and the excess of such net assets over the purchase price at
acquisition date;

Inventory . K T S 21,316

Fixed assets and equipment 30,051
Intangible assets o : s - 2,090
Fair value 53,457
Purchase Price ) . o R -1 .4
Excess of fair value over purchase price ) 14,530
Legs: Deferred taxes : ' : . ST (3,408},
Obligations to customers (1,197)
Other adjustments ' : . i ' PP 4] §)

Bargain purchase gain

o
|
=
=

Subsequent Bvents

On November 2, 2011, Syms and each of its subsidiaries, Filene's Basement, LLC, fk/a SYL, LLC, Syms Advertising Inc., and Syms Clothing, Inc. (together the
“Debtors™}, filed voluntary petitions for refief under Chapter 11 of the United States Banksupicy Code (the “Bankruptcy Cade") in the United States Bankruptcy
Court for the District of Delaware (the *Bankruptey Court”). The Debtars are seeking consolidation of their chapter 21 cases for procedural purposes only and
have requested that the cases be jointly administered under the caption “Filene's Basement, LLC, et al.” The Debtors’ cases have been assigned the following
individual case mambers, Case No. 11-13512 (the Company), Case No. 11-13511 (Filene’s Basement, LLC), Case No. 11-13513 (Syms Clothing, Inc.) and Case
No. 1§-13514 {Syms Advertising Inc.). Subject to applicable Bankruptcy Court orders, including orders authorizing the ongoing liguidatien of the Debtors’ retail
businesses, Syms and its subsidiaries will continue to manage their respective properties and operate their respective businesses as “debtors-in possession” under
the jurisdiction of the Barnkruptoy Coust and in accordance with the applicable provisiens of the Bankruptcy Code.

On November 2, 2011, Syms issued a press release regarding the bankrnuptey filings.

With respeet to the Credit Agreement, as described in the Notes to the financial stalements contained in Sections 11 and 13 above, on November 18, 20}, in
coanection with the liquidation of the Debtors' retail businesses, and pursuant to orders entered by the Bankruptcy Court, the amounts outstanding and owed to
Bank of America, N.A. thereunder were paid to Bank of America, N.A. and it retains only adequate assurance liens on substantially ail of the Debtors® assets and
certain contingent indemnity rights and claims against the Debtors.




Syms Corp. and Subsidiaries
Unandited Pro Forma Condensed Consolidated Balance Sheet
As of May 30, 2009

(in thousands, except per share data)

Historical
Historical Filene's Pro Forma
Historical Filene's Carve-Out Basement Pro Forma Consolidated
Syms Corp B: 1)) Adjustment (2)  Standalone (3) Adjustments Standalone
Assels T . USSR
Current Assets
Cash and cash equivalents % 20686 § 304 3 (3,704 % - 3 (15,027%A) § 5.659°
Receivables 1,479 1232 (1,232) - - 1,479
- Merchandise inventorics 49,248 - ~.33,560 (12,844) -20,716 600(B) 170,564 ¢
Deferred income taxes 3,045 - - - - 3,045
Assets held forsale | . 7.2 - IR - - D70
Prepaid expenses and other current assers 4,370 971 971 - - 4,370
TOTAL CURRENT ASSETS 86,030 ‘39467 - {18.751)° 20,716 {14,427) R YT
Property Plant and Equipment, net 95569 - - T 31805 {17543 30,051 - T 126000
Defesved Income Taxes 15018 23,934 {23,934} - - E5018
Building Air Rights 9134 . o JERTI IR - CLoae 9134
Other Assets 7,515 -3,721 (3,728} - 2,090(C} 9,505
Total Asscts 3. 2036667 % - ORGP F . (48460 - § - S0767° § - (1233W . 95009
Cuient Liabilities: L R L : B wde s
Accounts payable M 16934 3 27694 % 274694y § - % - 3 16934
Accrued expenses 7013 - 42221 (40,813} 1,408 . - L8421
Accrued payroll 735 £,531 {1,531y - - 135
-Obligations to cuslomers 428 T - - R 14
Current maturities of long-term obligations - 14,402 (14,402} - - -
‘Total Cumrent Liabilities : : 285000 UL IRSRAR T LOUB4A40: T 0 1408 LR a0 3R
Notes Payable . e 52,580° 7 (52.559) N 23.900(D). ©.0 123500
Other Long Term Liabililics 758 35,756 (35,756) - 3,408(E} 4,166
Sharcholders Equity B
Retained Eamings L. 209678 . c(162,088) . .. 211447 49,359 | (38,645)(F)
Contributed capital (23,543) 92,177 {92,717 - -
A lated ofher comprebensive loss (2,F27) G (59RSY. T 5 as L s
Total Sharcholders Equity 184,008 (75.236) 124,505 49,339 (39,645}
““Tolal Lishilities and Sharehalders Equity : 37 2336660877 RS TS (4R160) . B 0 " 50767 S (12,337),

See Notes to Unaudited Pro Forma Condensed Consotidated Financial Statements.

(1} Filene's Basement historical financial statements presented herein are as of April 20, 2009, the date immediately after which Filene's historical basis of
accounting would have changed due to a change in ownership that preceded the acquisition by Syl Since Syms and Filene’s Basement period ends are within
93 days of each other, no adjustments have been made to modify the date of the balance sheets included above in the Syms Corp, pro forma condensed
balance sheet.

(2) Reflects the historical Filene's Basement assets not acquired and the historical Filene’s Basement liabilities not assumed by Syl.

(3) Represents the kistorical amounts refated to the assets acquired and liabilities assumed from the historical Filenc’s business.
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Syms Corp. and Subsidiaries

Unaudited Pro Forma Condensed Consolidated

13 Wecks Ended May 30, 2009

Statements of Operations

(in thousands, except per share antounts)

Met sales -
Cost of goods sold
Gross profit

Expenses:

Selling, general and administrative
Advertising

Occupancy, net

Depreciation and amortization
Total operaling expenses

Loss from operations

Interest eApense, net
Operating (Loss) before income taxes

Income tax expense (income)
Loss from ¢ontinuing cperations

Net loss from discontinued operations
Net loss

MNet Joss per sharc - basie

Weighted average shares outstanding - basic

Net loss per share - diluted

Weighted average shares autstanding - diluted

See Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements,

Historical
Historical Filene's Pro Forma
Historieal Filene's Carve-Out Basement Pro Forma Consolidated
Syms Corp Basement (1) Adjusiment (3)  Standalone 3) Adjustments Standalone
s 50,256 °$ 64344 8§ (5625 -8 USRI Lo UL gL . joges .
29,195 36,133 (3.150) 33833 - 62,228
21,061 28,161 {2,475) " 25,686 : e | A6,747
16,312 39,829 (17,123) iz,ms B 400(G) 39918
16 2,300 {831y LAES Tt ‘2,245
3432 8,751 (3,160) 5,591 - 9023
1,532 1994 (7120): L1274 SN T L 26
22,952 53574 (21,834) 11,040 (541) 53451
(L891) {24,713) 19,356 (5354) .Sl 6,704y
27 1741 (L741) S L A6 . o 693
(2,118) (26,454) 21,100 (539 75 IS
(83 s (345) LT by i
(2,035 - {26,799 L2445 5.359)- SLriggas -{5,096)
R R 6,735 . (6735). . - Y T S G
$ (2035 § (3353 % 28180 § (5354) 3 2,293 s {5.096)
5 wag T co s way
14,589 )
$ (0.14)
14,589

(3)  Filene’s Basement historical financial staternents presented herein are for the

which Filene's historical basis of accounting would have changed dus to a ch

(2)  Reflects the adjustment to {a) remove the
be a full 39 weeks ended May 30, 2009,

(3} Represents the historical Filene’s Basement amounts for the 39 week period ended May 30, 2009.
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period February 1, 2009 through April 20, 2009, the date immediately after
ange in ownership that preceded the acquisition by Syl.

pordion of histatical Filene’s Basement operations that were not acquired, and (b) adjust the period presented to




Syms Corp. and Subsidiaries

Unaudited Pro Forma Consolidated Statements of Operations
52 Weeks Ended February 28, 2009

(in thousands, except per share amounts)

Historical
Historical Filene's Pro Forma

Historical Fidene's Carve-Out Basement Pro Forma Consolidated

Syms Corp Basement (1) Adjustment 2} Standatone 3) Adjustments Standalone
Net sales 3 242000 § A16666 5 (18,549 % UAIRAIT S 3 580,117
Cost of goads sold 141475 261,381 {49,486y 211,893 S00(K) 353570
Gress profit 180,525 155,285 {29,063) 126272 - (600) . 926 147

s Expenses: o - . X

Sclling, gencral and administrative 74,690 147,804 (48,517) 99,287 1,600(L} 175,577
Advertising 6,339 9,300 (3,358) 5,542 . - 12,281
Oceupancy, net ) 15,557 15,005 {12,641} 22364 - 37921
Depreciation and amortization . 8,003 X 1E,756 o {4,245) DRI -3 § ERRSE !6329 (M) 9,185
Tolal aperating expenses 104,589 203,565 . (68,'.'6]_) . 135,104 4,129 234,964
Assel impaiment charge 530 . - ' . . 530
Other income 53) - - . - c- 53}
Gain on sale of real estate (348) - - - - 548)
Total expenses, net 104,518 203865 - (6BTEN - 3500 T @A S 234893
Loss from operations (3,993} {48,580) . 39698 . {8,882 419 (8,746)
Interest expense, net 38 8907 (8.907) . 200008 2,129
Operating (Loss) before income taxes [{4,031) (57,487) L ABG0S: T B 8RZY R (T . {10375
Inceme tax expense {income} 609 Lo 2436 .. L ras) R X L1 (0 - {3503)
Laoss from continuing operations (3,422) (59,923) 51,041 B8 4932 (7,372)
Net loss from discontimacd aperations . sie _ase L o I
Net Jogs . - 3 _(3422) - § - (63430) F .. 54557 ) (B882) 800 A8 F - @an)
Net lass per share - basic 3 (0.23) S T B {651
Weighted average sharcs outstanding - basic 14.589 14,589
Net foss per share - diluted - o .3 0,23) 5 0.51)
Weighted average shares: outs anding - diluied 14,580 14,589 .

See Notes to Unaudited Pro Forma Condenscd Consalidated Financial Statements.
(1)  Filene's Basement historical financial statements presented herein are for the 52 weeks ended January 31, 2009.

(2} Reflects the adjustment 10 (a) temove the portion of historical Filene’s Basement operations that were not acquired, and (b) adjust the period presented to
be the 52 weeks ended February 28, 2000,

(3)  Represents the unaudited historical Filene’s Basement amounts for the 52 week period ended Februasy 28, 2009,
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Prg Forma Adjustments

The following adjustinents have been reflected in the unaudited pro forma condensed balance sheet as of May 30, 2009;

(A)  Represents the on hand cash consideration offset by loan proceeds paid by Syl in connection with the acquisition {$38,927 cash paid for acquisition less
$23,900 of loan proceeads).

(B)  To record the step up in inventory to estimated fair value resulting from purchase accounting.

{C)  To record the fair value of identifiable intangible assets, including trademarks ($2,050) and customer list ($40).
(D) Represents the financing of acquisition,

(E}  To record deferred tax liability related to the basis difference in the acquisition between book and tax.

(F)  To eliminate Filene’s equity and reflect bargain purchase gain of $9,714 at acquisition.

The following adjustments have been reflected in the unaudited pro forma condensed conselidated Statement of Operations for the 13 weeks ended May 30, 2009,
as though the acquisition occurred as of the beginning of the carliest period presented herein:

(G)  To record the effect on selling and administrative expenses related to tie shared services agreement to provide ongoing support.

(H}  To increase the amontization of trademarks, customer lists, and debt acquisition costs, offset by a reduction of $1,086 in depreciation of property plant and
equipment related 1o the lower acquired cost basis as compared to historical cost basis. The useful 1ifi of the rademarks was determined to be 10 vears.
The useful life of the customer list was determined to be 5 years. Both the trademarks and customer list are being amortized on a straight line basis.

() To record the interest and financing fees related to the credit facility,

(J)  To record the effect of Syms ax rate of 42% on Filene’s Basement's earnings (tax benefit of $2,248) and the tax effect of the pro forma adjustments (tax
expense of $30).

The following adjustments have been reflected in the unaudited pro forma Condensed Consolidased Statement of Operations for the 52 weeks ended February 28,
2009, as though the acquisition occurred as of the beginning of the earlicst period presented hercin:

(K)  To Record the amartization of the step up in inventory to its estimated fair value,

(L} To record the effect on selling and administrative expenses related to the shared services agreement to provide ongeing support,

(M) To increase the amortization of trademarks, customer lists, and debt acquisition costs, offset by a reduction of $6,900 in depreciation of property plant and
equipment related 1o the lower acquired cost basis as compared to historieal cost basis The useful life of the trademarks was determined to be 10 years, The
uscful life of the customer list was determined to be § years. Both the trademarks and customer list are being amoriized on z straight line basis,

(N} o record the interest and financing fees related to the credit facility.

(0)  To record the effect of Syms’ tax rate of 42% on Filene’s Basement’s eamings {tax benefit of $3,730) and the tax effect of the pro forma adjustments (tax
expense of $836).
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