
 
 

Pep Boys Takes Initial Steps in Long Term Strategic Plan 
 - Reports Q3 Results; Comparable Service Center Revenue up 4.5% -  

 
 

PHILADELPHIA - November 27, 2007 - The Pep Boys - Manny, Moe & Jack (NYSE: 
"PBY"), the nation's leading automotive aftermarket retail and service chain, today 
announced its long-term strategic plan and the first actions taken as part of this new 
strategy.   
 
The cornerstones of Pep Boys’ five-year plan are to refocus on core automotive 
merchandise, optimize the Company’s square footage productivity and add incremental 
service bay density through a “hub and spoke” growth model.  The Company believes that 
these initiatives will drive robust revenue and profit growth in each of its lines of business 
– retail (DIY and commercial) and service centers (labor plus installed merchandise and 
tires).  The principal elements of Pep Boys’ long-term strategic plan will be communicated 
in greater detail by Jeff Rachor, President & CEO, on tomorrow’s third quarter earnings 
call and in the accompanying slide presentation.     
 
As part of Pep Boys’ plan to refocus on core automotive merchandise, the Company will 
reallocate a larger portion of its inventory investment to core automotive merchandise, 
including additional tire inventory, a broader parts assortment and more car customization 
accessories.  To rebalance the Company’s inventory, an aggressive mark down and sell-
through program has been launched for certain non-core and unproductive merchandise. 
 
To further improve both top and bottom line performance, the Company is piloting several 
business development projects aimed at higher return utilization of the excess sales floor 
capacity present in our existing Supercenters. 
 
Pep Boys’ growth strategy is centered around a “hub and spoke” model, which calls for 
adding smaller neighborhood service shops to our existing Supercenter store base in order 
to further leverage our existing inventories, distribution network, operations infrastructure 
and advertising spend.  The Company expects to add these new service facilities both 
through organic growth and opportunistic local acquisitions.    
 
In order to support the investment needed for Pep Boys’ revitalization, the Company has 
moved forward with a sale leaseback process for certain existing owned real estate.  The 
first, previously-announced sale leaseback transaction has been completed on 34 stores for 
gross proceeds of $166.2 million.  In addition, the Company today closed 31 low-return 
stores (approximately 5% of the store count) located in ancillary markets and locales with 
changed shopping patterns.  The store closures will result in a reduction of approximately 
550 store employees (approximately 3% of total employees). 
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President and CEO Jeff Rachor commented, “Since joining Pep Boys, I have spoken about 
the need for transformational change in our business model and a long-term strategic plan.  
Today is the first of several difficult, but essential steps that we will take towards 
revitalizing the Pep Boys brand and returning to dominance in the automotive aftermarket, 
an industry pioneered by our founders, Manny, Moe & Jack.  We are confident that these 
decisions will serve as the foundation for Pep Boys’ long-term growth and increased 
shareholder value.   
 
This is an important day for Pep Boys as we commit ourselves to becoming the largest and 
most profitable service and tire provider in the United States and rededicate ourselves to 
our DIY customers with a focused aftermarket retail offering.  Our customers, associates 
and shareholders are all eager for Pep Boys to grow this business and re-establish our 
leading position in this industry.  I look forward to further discussing our long-term 
strategic plan on our call tomorrow.” 
 
Third Quarter Results 
 
The Company also announced the following results for the thirteen weeks (third quarter) 
ended November 3, 2007. 
 
Operating Results 
 
Third Quarter  
Sales 
Sales for the thirteen weeks ended November 3, 2007 were $535,376,000 as compared to 
the $550,849,000 for the thirteen weeks ended October 28, 2006.  Comparable Sales 
decreased 2.9%, including a 4.1% comparable merchandise sales decrease and a 2.6% 
comparable service revenue increase.  In accordance with GAAP, merchandise sales 
includes merchandise sold through both our retail and service center lines of business and 
service revenue is limited to labor sales.  Recategorizing Sales into the respective lines of 
business from which they are generated, comparable Retail Sales (DIY and Commercial) 
decreased 8.1% and comparable Service Center Revenue (labor plus installed merchandise 
and tires) increased 4.5%. 
 
Earnings 
Net Loss from Continuing Operations Before Cumulative Effect of Change in Accounting 
Principle increased to $21,650,000 ($0.42 per share - basic and diluted) from $10,713,000 
($0.20 per share - basic and diluted).    
 
Nine Months 
Sales 
Sales for the nine months ended November 3, 2007 were $1,640,278,000 as compared to 
the $1,686,015,000 recorded last year.  Comparable Sales decreased 2.9%, including a 
4.1% comparable merchandise sales decrease and a 2.6% comparable service revenue 
increase.   Recategorizing Sales (see above), comparable Retail Sales decreased 7.3% and 
comparable Service Center Revenue increased 3.4%. 
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Earnings 
Net Loss from Continuing Operations Before Cumulative Effect of Change in Accounting 
Principle increased to $14,234,000 ($0.27 per share - basic and diluted) from $10,110,000 
($0.19 per share - basic and diluted). 
 
Commentary 
 
CFO Harry Yanowitz commented, “We were pleased with the continuing improvement of 
our service center business which yielded a 4.5% comparable service center revenue 
increase and underlying gross profit margin improvement, despite the prevailing difficult 
macroeconomic environment.  Our cost reduction initiatives also continue to be a 
highlight, supporting improved overall operating performance. 
 
As we work through our inventory transition, we expect continued pressure on our retail 
business, resulting in reduced sales and gross profit margins as we sell down our non-core 
merchandise through Q4 and into the first half of 2008. 
 
The costs associated with the initial steps in our long-term strategic plan will impact both 
the third and fourth quarters.  Including the $38.3 million in pre-tax charges noted below 
($0.50 per share, after tax), our Q3 Operating Loss increased from $1.3 million in 2006 to 
$28.5 million in 2007.  Our 2007 Q3 Operating Loss includes (i) a $32.8 million inventory 
write down, (ii) $3.1 million for executive severance, (iii) $6.2 million for legal settlements 
and reserves and (iv) a $3.8 million benefit from a company-owned life insurance policy 
on a former executive.  Our 2006 Q3 Operating Loss included a $4.6 million legal 
settlement.  In Q4 2007, we expect to take an additional pre-tax charge of approximately 
$17.0 million related to the store closures completed today ($0.22 per share, after tax).   
 
Over the next 12 months, we expect that the inventory rebalancing and the store portfolio 
reduction will generate working capital proceeds of approximately $65 million.  We expect 
to utilize this working capital together with the proceeds generated from our sale leaseback 
transactions, the first of which closed today for $166.2 million, to reduce indebtedness and 
grow the business.” 
 
Store Closures  
 
The following is a complete list of stores (by state) that have been closed. Five hundred 
and sixty-one of our stores remain open and operating. 
 
ARIZONA  1 Flagstaff 
CALIFORNIA  3 Santa Ana, Santa Barbara, Santa Maria 
COLORADO  1 East Evans (Denver) 
CONNECTICUT  1 Meriden 
GEORGIA  3 Douglasville, South Dekalb (Decatur), Stone Mt. 
ILLINOIS  1 Rockford 
INDIANA  2 Mishawaka, South Bend 
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KANSAS  2 Kellogg (Wichita), Kellogg West (Wichita) 
LOUISIANA  2 Elmwood (Jefferson Parish), Shreveport 
MASSACHUSETTS 1 West Springfield 
MICHIGAN  2 Redford, SW 28th Street (Wyoming) 
NORTH CAROLINA 2 Albemarle Road (Charlotte), Greensboro 
OHIO   2 Kettering, West Broad (Columbus) 
OKLAHOMA  1 Midwest City 
RHODE ISLAND  1 East Providence 
TEXAS   6 Carrollton, Desoto (Lancaster), Fox Plaza (El Paso), 
    Grand Prairie, Jensen Sq. (Houston),  
    W.W. White (San Antonio) 

Pep Boys has over 560 stores and approximately 6,000 service bays in 35 states and Puerto Rico. Along with its vehicle 
repair and maintenance capabilities, the Company also serves the commercial auto parts delivery market and is one of the 
leading sellers of replacement tires in the United States. Customers can find the nearest location by calling 1-800 -PEP-
BOYS or by visiting www.pepboys.com.  

Certain statements contained herein constitute "forward-looking statements" within the meaning of The Private Securities 
Litigation Reform Act of 1995. The word "guidance," "expect," "anticipate," "estimates," "forecasts" and similar 
expressions are intended to identify such forward-looking statements. Forward-looking statements include management's 
expectations regarding future financial performance, automotive aftermarket trends, levels of competition, business 
development activities, future capital expenditures, financing sources and availability and the effects of regulation and 
litigation. Although the Company believes that the expectations reflected in such forward-looking statements are based 
on reasonable assumptions, it can give no assurance that its expectations will be achieved. The Company's actual results 
may differ materially from the results discussed in the forward-looking statements due to factors beyond the control of 
the Company, including the strength of the national and regional economies, retail and commercial consumers' ability to 
spend, the health of the various sectors of the automotive aftermarket, the weather in geographical regions with a high 
concentration of the Company's stores, competitive pricing, the location and number of competitors' stores, product and 
labor costs and the additional factors described in the Company's filings with the SEC. The Company assumes no 
obligation to update or supplement forward-looking statements that become untrue because of subsequent events.  
 
Investors have an opportunity to listen to the Company’s quarterly conference calls discussing its results and related 
matters.  The call for the third quarter will be broadcast live on Wednesday, November 28 at 8:30 a.m. ET over the 
Internet at Vcall’s Web site, located at http://www.investorcalendar.com.  To listen to the call live, please go to the Web 
site at least 15 minutes early to register, download and install any necessary audio software. For those who cannot listen 
to the live broadcast, a replay will be available shortly after the call.  Supplemental financial information will be available 
the morning of November 28 on Pep Boys' website at www.pepboys.com. 

 

### 

Contact:  
Pep Boys, Philadelphia 
Investor Contact: Harry Yanowitz, 215-430-9720 
Media Contact: Alex Spooner, 215-430-9588 
Internet: http://www.pepboys.com  
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Pep Boys Financial Highlights 
       
Thirteen weeks ended  November 3, 2007   October 28, 2006  
       
Total Revenues $       535,376,000  $      550,849,000  
       

Net Loss From Continuing Operations 
Before Cumulative Effect of Change in 
Accounting Principle $  (21,650,000 ) $  (10,713,000 ) 
       
Basic and Diluted Loss Per Share:       

Average Shares          51,844,000            54,313,000  
       

Net Loss From Continuing Operations 
Before Cumulative Effect of Change in 
Accounting Principle $  (0.42 ) $  (0.20 ) 

       
       
       
       

       

Thirty-nine weeks ended  November 3, 2007   October 28, 2006  

       

Total Revenues $    1,640,278,000  $   1,686,015,000  

       

Net Loss From Continuing Operations 
Before Cumulative Effect of Change in 
Accounting Principle $  (14,234,000 ) $  (10,110,000 ) 
       

Basic and Diluted Loss Per Share:       

Average Shares          52,206,000            54,264,000  

       

Net Loss From Continuing 
Operations Before Cumulative Effect 
of Change in Accounting Principle $  (0.27 ) $  (0.19 ) 

 



THE PEP BOYS - MANNY, MOE & JACK AND SUBSIDIARIES            (UNAUDITED)

CONSOLIDATED STATEMENTS OF OPERATIONS (dollar amounts in thousands, except per share amounts)

 %  % % %
Amount Sales Amount Sales Amount Sales Amount Sales

Merchandise Sales $ 435,725 81.4     $ 453,711 82.4     $ 1,339,329    81.7     1,393,023       82.6     0 -       -      
Service Revenue 99,651 18.6     97,138 17.6     300,949       18.3     292,992          17.4     

Total Revenues 535,376 100.0   550,849 100.0   1,640,278    100.0   1,686,015       100.0   

Costs of Merchandise Sales 342,431 78.6     323,025 71.2     977,541       73.0     995,447          71.5     
Costs of Service Revenue 86,374 86.7     90,131 92.8     264,236       87.8     268,895          91.8     

Total Costs of Revenues 428,805 80.1     413,156 75.0     1,241,777    75.7     1,264,342       75.0     

Gross Profit from Merchandise Sales 93,294 21.4     130,686 28.8     361,788       27.0     397,576          28.5     

Gross Profit from Service Revenue 13,277 13.3     7,007              7.2       36,713         12.2     24,097            8.2       

Total Gross Profit 106,571 19.9     137,693          25.0     398,501       24.3     421,673          25.0     

Selling, General and Administrative Expenses 134,542 25.1     139,255 25.3     395,459       24.1     410,020          24.3     

Net (Loss) Gain from Dispositions of Assets (515)            (0.1)     213 -      1,829           0.1       6,229              0.4       

Operating (Loss) Income (28,486) (5.3)     (1,349)            (0.2)     4,871           0.3       17,882            1.1       

Non-operating Income 1,032           0.2       1,017 0.2       4,703           0.3       5,294              0.3       

Interest Expense 11,501         2.1       15,581 2.8       36,488         2.2       37,886            2.2       

Loss From Continuing Operations Before Income Taxes and
  Cumulative Effect of Change in Accounting Principle (38,955) (7.3)     (15,913) (2.9)     (26,914)        (1.6)      (14,710)          (0.9)     

Income Tax Benefit (17,305)       44.4     (1) (5,200) 32.7     (1) (12,680)        47.1     (1) (4,600)            49.9     (1)

Net Loss From Continuing Operations Before 
Cumulative Effect of Change in Accounting Principle (21,650) (4.0)     (10,713) (1.9)     (14,234)        (0.9)      (10,110)          (0.6)     

Discontinued Operations, Net of Tax 91                -      (205) -      29                -       (338)               -      

Cumulative Effect of Change in Accounting 
Principle, Net of Tax -              -      4 -      -               -       183                 -      

Net Loss (21,559) (4.0)     (10,914) (2.0)     (14,205)        (0.9)      (10,265)          (0.6)     
Retained Earnings, beginning of period 462,615 474,858 463,797       481,926          
Cumulative effect adjustment for adoption of FIN 48 -              -                 (155)             -                 
Cash Dividends (3,510)         (3,691) (10,630)        (11,207)          
Effect of Equity Compensation -              (209)               (1,261)          (285)               
Dividend Reinvestment Plan (27)              (31)                 (27)               (156)               

Retained Earnings, end of period $ 437,519 $ 460,013 $ 437,519       $ 460,013          

Basic and Diluted Loss per Share: -              -                 -               -                 
Weighted Average Shares Outstanding 51,844         54,313            52,206         54,264            
Net Loss From Continuing Operations Before 

Cumulative Effect of Change in Accounting 
Principle $ (0.42)           $ (0.20)              $ (0.27)            $ (0.19)              

Discontinued Operations, Net of Tax -              -                 -               -                 
Cumulative Effect of Change in Accounting 
Principle, Net of Tax -              -                 -               -                 
Loss per Share $ (0.42)           $ (0.20)              $ (0.27)            $ (0.19)              

Cash Dividends per Share $ 0.0675         $ 0.0675            $ 0.2025         $ 0.2025            

(1) As a percentage of loss from continuing operations before income taxes and cumulative effect of
change in accounting principle.

November 3, 2007 October 28, 2006
Thirteen weeks ended

November 3, 2007
Thirty-nine weeks ended

October 28, 2006



THE PEP BOYS - MANNY, MOE & JACK AND SUBSIDIARIES (UNAUDITED)

CONSOLIDATED BALANCE SHEETS (dollar amounts in thousands, except per share amounts)

November 3, 2007 February 3, 2007 October 28, 2006

Assets
Current Assets:

Cash and cash equivalents 26,200$               21,884$         22,492$         
Accounts receivable, net 28,325                 29,582           29,488           
Merchandise inventories 589,916               607,042         645,394         
Prepaid expenses 27,894                 39,264           25,151           
Deferred income taxes 23,667                 -                 -                 
Other 65,003                 70,368           59,001           

Total Current Assets 761,005               768,140         781,526         

Property and Equipment - at cost:
Land 251,705               251,705         256,865         
Buildings and improvements 935,144               929,225         919,543         
Furniture, fixtures and equipment 700,613               684,042         667,101         
Construction in progress 5,894                   3,464             17,896           

1,893,356            1,868,436      1,861,405      
Less accumulated depreciation and amortization 1,019,633            962,189         952,867         

Property and Equipment - net 873,723               906,247         908,538         

Deferred income taxes -                      24,828           9,576             

Other 24,220                 67,984           69,971           

Total Assets 1,658,948$          1,767,199$    1,769,611$    

Liabilities and Stockholders' Equity
Current Liabilities:

Accounts payable 226,535$             265,489$       308,683$       
Trade payable program liability 21,596                 13,990           13,284           
Accrued expenses 275,211               292,280         267,218         
Deferred income taxes -                      28,931           18,909           
Current maturities of long-term debt and obligations
  under capital leases 3,445                   3,490             2,686             

Total Current Liabilities 526,787               604,180         610,780         

Long-term debt and obligations under capital leases,
  less current maturities 549,751               535,031         524,426         
Other long-term liabilities 79,678                 60,233           58,762           
Commitments and Contingencies
Stockholders' Equity:

Common Stock, par value $1 per share:
Authorized 500,000,000 shares; Issued 68,557,041 shares 68,557                 68,557           68,557           
Additional paid-in capital 294,911               289,384         289,718         
Retained earnings 437,519               463,797         460,013         
Accumulated other comprehensive loss (11,299)                (9,380)            (4,209)            
Less cost of shares in treasury - 14,633,938 shares,

12,427,687 shares and 12,015,192 shares 227,692               185,339         179,172         
Less cost of shares in benefits trust - 2,195,270 shares 59,264                 59,264           59,264           

Total Stockholders' Equity 502,732               567,755         575,643         

Total Liabilities and Stockholders' Equity 1,658,948$          1,767,199$    1,769,611$    

-                      -                 -                 



THE PEP BOYS - MANNY, MOE & JACK AND SUBSIDIARIES (UNAUDITED)

CONSOLIDATED STATEMENTS OF CASH FLOWS  (dollar amounts in thousands)

Thirty-nine weeks ended November 3, 2007 October 28, 2006
(as restated)

Cash Flows from Operating Activities:
Net Loss (14,205)$           (10,265)$             
   Adjustments to reconcile net loss to net cash 
      provided by continuing operations:

Net (earnings) loss from discontinued operations (29)                    338                     
Depreciation and amortization 62,416              62,546                
Inventory impairment 32,803              -                         
Cumulative effect of change in accounting principle, net of tax -                        (183)                    
Accretion of asset disposal obligation 194                   203                     
Loss on defeasance of convertible debt -                        755                     
Stock compensation expense 8,529                2,611                  
Cancellation of vested stock options -                        (1,056)                 
Deferred income taxes (6,810)               (7,366)                 
Gain from dispositions of assets & insurance recoveries (1,829)               (6,229)                 
Change in fair value of derivatives 3,665                -                         
Loss from asset impairment -                        550                     
Excess tax benefits from stock based awards (687)                  (37)                     
Increase in cash surrender value of life insurance policies (5,423)               (1,593)                 

   Changes in Operating Assets and Liabilities:
Decrease in accounts receivable, prepaid expenses and other 32,004              50,150                
Increase in merchandise inventories (15,677)             (29,102)               
(Decrease) increase in accounts payable (38,954)             46,743                
Decrease in accrued expenses (5,102)               (24,998)               
Increase in other long-term liabilities 1,430                1,281                  

Net cash provided by continuing operations 52,325              84,348                
Net cash provided by (used in) discontinued operations 25                     (367)                    

Net Cash Provided by Operating Activities 52,350              83,981                

Cash Flows from Investing Activities:
   Cash paid for property and equipment (33,776)             (25,092)               
   Proceeds from dispositions of assets 2,376                1,598                  
   Proceeds from sales of assets held for disposal -                        6,981                  
   Proceeds (payments) on life insurance policies 26,714              (24,669)               

Net Cash Used in Investing Activities (4,686)               (41,182)               

Cash Flows from Financing Activities:
Borrowings under line of credit agreement 436,584             434,020              
Payments under line of credit agreement (419,267)           (494,062)             

   Excess tax benefits from stock based awards 687                   37                       
Borrowings on trade payable program liability 87,578              54,083                
Payments on trade payable program liability (79,972)             (51,955)               
Proceeds from term loan -                        121,000              

   Reduction of long-term debt (2,432)               (2,259)                 
Defeasance of convertible debt -                        (119,000)             

   Payments on capital lease obligations (210)                  (167)                    
   Dividends paid (10,630)             (11,207)               
   Repurchase of common stock (58,152)             -                         
   Proceeds from issuance of stock 1,875                242                     

   Proceeds from dividend reinvestment plan 591                   680                     

Net Cash Used in Financing Activities (43,348)             (68,588)               

Net Increase (Decrease) in Cash and Cash Equivalents 4,316                (25,789)               

Cash and Cash Equivalents at Beginning of Period 21,884              48,281                

Cash and Cash Equivalents at End of Period 26,200$             22,492$              



THE PEP BOYS - MANNY, MOE & JACK AND SUBSIDIARIES (UNAUDITED)

ADDITIONAL INFORMATION (dollar amounts in thousands)

November 3, 2007 October 28, 2006 November 3, 2007

Capital expenditures $ 11,728                     $ 9,726 $ 30,073                 25,849$          

Depreciation and amortization $ 20,727                     $ 21,127 $ 62,416                 62,546$          

Non-operating income:
Net rental revenue $ 724                          $ 580 $ 1,849                   1,750$            
Investment income 322                          471 2,899                   3,750              
Other income (expense) (14)                           (34) (45)                       (206)                

Total $ 1,032                       $ 1,017 $ 4,703                   5,294$            

-                           -                        

Comparable sales percentages:
Merchandise -4.1 % 0.2 % -4.1 % -0.1 %
Service 2.6 % 3.9 % 2.6 % 1.0                  %
Total -2.9 % 0.8 % -2.9 % 0.1 %

Total square feet of retail space (including service centers) 12,142,100          12,167,089     

Total Store Count 592 593

Sales and Gross Profit by Line of Business (A): 

Retail Sales $ 297,681                   $ 323,522                 $ 934,849               1,005,033$     
Service Center Revenue 237,695                   227,327                 705,429               680,982          

Total Revenues $ 535,376                   $ 550,849                 $ 1,640,278            1,686,015$     

-                           -                        -                       
Gross Profit from Retail Sales $ 49,612                     $ 93,554                   $ 232,496               283,322$        
Gross Profit from Service Center Revenue 56,959                     44,139                   166,005               138,351          

Total Gross Profit $ 106,571                   $ 137,693                 $ 398,501               421,673$        

-                           -                        -                       

Comparable Sales Percentages (A):

Retail Sales -8.1 % -1.8 % -7.3 % -1.7 %
Service Center Revenue 4.5 % 4.8 % 3.4 % 2.9 %
Total Revenues -2.9 % 0.8 % -2.9 % 0.1 %

Gross Profit Percentage by Line of Business (A): 

Gross Profit Percentage from Retail Sales 16.7                         % 28.9                       % 24.9                     % 28.2                %
Gross Profit Percentage from Service Center Revenue 24.0                         % 19.4                       % 23.5                     % 20.3                %
Total Gross Profit Percentage 19.9                         % 25.0                       % 24.3                     % 25.0                %

(A) Retail Sales include DIY and Commercial sales.  Service Center Revenue includes revenue from labor and installed parts and 
tires.

Thirteen weeks ended Thirty-nine weeks ended
October 28, 2006



THE PEP BOYS - MANNY, MOE & JACK AND SUBSIDIARIES        (UNAUDITED)

ADDITIONAL INFORMATION (continued)       (dollar amounts in thousands)

Adjustments

STATEMENTS OF OPERATIONS

GAAP Format

 %  %  %

Amount Sales Amount Sales Amount Sales

Gross Profit from Merchandise Sales $ 93,294                   21.4             $ 32,705            7.5              $ 125,999                28.9                    

Gross Profit from Service Revenue 13,277                   13.3             (1,849)             (1.8)             11,428                  11.5                    

Total Gross Profit 106,571                 19.9             30,856            5.8              137,427                25.7                    

Selling, General and 

  Administrative Expenses 134,542                 25.1 (7,472)             (1.4) 127,070                23.7

Net (Loss) Gain from Dispositions of Assets (515)                       (0.1)              -                  -              (515)                      (0.1)                    

Operating (Loss) Income $ (28,486)                  (5.3)              $ 38,328            7.1              $ 9,842                    1.8                      

 %  %  %

Amount Sales Amount Sales Amount Sales

Gross Profit from Merchandise Sales $ 130,686                 28.8             $ -                  -              $ 130,686                28.8                    

Gross Profit from Service Revenue 7,007                     7.2               -                  -              7,007                    7.2                      

Total Gross Profit 137,693                 25.0             -                  -              137,693                25.0                    

Selling, General and 

  Administrative Expenses 139,255                 25.3 (4,550)             (0.8) 134,705                24.5

Net Gain from Dispositions of Assets 213                        -               -                  -              213                       -                     

Operating (Loss) Income $ (1,349)                    (0.2)              $ 4,550              0.8              $ 3,201                    0.6                      

Line of Business Format

 %  %  %

Amount Sales Amount Sales Amount Sales

Gross Profit from Retail Sales $ 49,612                   16.7             $ 32,705            11.0            $ 82,317                  27.7                    

Gross Profit from Service Center Revenue 56,959                   24.0             (1,849)             (0.8)             55,110                  23.2                    

Total Gross Profit 106,571                 19.9             30,856            5.8              137,427                25.7                    

Selling, General and 

  Administrative Expenses 134,542                 25.1 (7,472)             (1.4) 127,070                23.7

Net (Loss) Gain from Dispositions of Assets (515)                       (0.1)              -                  -              (515)                      (0.1)                    

Operating (Loss) Income $ (28,486)                  (5.3)              $ 38,328            7.1              $ 9,842                    1.8                      

 %  %  %

Amount Sales Amount Sales Amount Sales

Gross Profit from Retail Sales $ 93,554                   28.9             $ -                  -              $ 93,554                  28.9                    

Gross Profit from Service Center Revenue 44,139                   19.4             -                  -              44,139                  19.4                    

Total Gross Profit 137,693                 25.0             -                  -              137,693                25.0                    

Selling, General and 

  Administrative Expenses 139,255                 25.3 (4,550)             (0.8) 134,705                24.5

Net Gain from Dispositions of Assets 213                        -               -                  -              213                       -                     

Operating (Loss) Income $ (1,349)                    (0.2)              $ 4,550              0.8              $ 3,201                    0.6                      

The adjustments for the thirteen weeks ended November 3, 2007 exclude (A) a $32.8 million inventory impairment, (B) $6.2 million of legal settlements and reserves, (C) $3.1 million for executive severance and (D) 
a $3.8 million benefit payment from a company owned life insurance policy on a former executive.   The adjustment for the thirteen weeks ended October 28, 2006 excludes a $4.6 million legal settlement. 

During the thirteen weeks ended November 3, 2007 and October 28, 2006, the Company’s operating performance was impacted by certain events.  The Company believes that the adjustment of certain  of its financial 
statement line items to eliminate the impact of such events provides a useful indicator of the Company’s operating performance.  Such adjusted line items are not a measurement of operating performance under 
generally accepted accounting principles (GAAP) and cannot be compared to similarly captioned information reported by other companies.  

The table below illustrates the effect of the above adjustments on the thirteen week periods ended November 3, 2007 and October 28, 2006 (presented in GAAP and Line of Business format).

Thirteen weeks ended    Thirteen weeks ended

November 3, 2007

ADJUSTMENTS
November 3, 2007

ACTUAL AS ADJUSTED

ADJUSTMENTS
October 28, 2006

ACTUAL AS ADJUSTED

   Thirteen weeks ended    Thirteen weeks ended

October 28, 2006

   Thirteen weeks ended

November 3, 2007

ADJUSTMENTSACTUAL AS ADJUSTED
November 3, 2007

   Thirteen weeks ended

October 28, 2006

Thirteen weeks ended Thirteen weeks ended

October 28, 2006

ACTUAL ADJUSTMENTS AS ADJUSTED




