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EXECUTIVE SUMMARY

» Since being engaged by the Special Committee, Perella Weinberg Partners has conducted a detailed analysis of the Heat

business

Review of public filings and all publicly available research reports

Due diligence meetings with Heat senior management focused on business strategy, historical performance and future
growth

Review of the long range plan (the “LRP”) recently updated by Hear management

Developed preliminary views on value and value drivers

» After a successful IPO, Heat’s trading performance has come under pressure as decelerating comp performance
overshadowed profitable square footage growth, consistent earnings beats and margin expansion

~ At the ime of the TPO, Heat’s high single digit comp performance and compelling unit expansion opportunity
positioned the company as a “high growth” retailer, earning a premium growth multiple

— Beginning in August 2010, Heat began experiencing multiple compression when the Company began posting (and
guiding) low single digit comps

» Today, the market is awarding Heat a multiple consistent with more mature retail peers despite having superior top-line
growth prospects and track record of consistent earnings growth

» Following a detailed analysis of management’s updated long range plan, we have developed an understanding of the key
assumptions and drivers of growth in the plan

— Multiple sources of revenue growth
« Comp store sales assumption of 3% in the forecast period
+ New unit expansion in the US (120 annually)
+ New businesses: Canadian stores and E-Commerce expansion beginning in 2014
~ Markdown optimization initiatives and product mix driving gross margin improvements
— Economies of scale (SG&A leverage) contributing to operating margin growth
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EXECUTIVE SUMMARY (CONT’D)

+ Based on our work to date, we have developed a preliminary view of:
~ Intrinsic value based on discounted cash flow analysis
~ Public marker trading value based on comparable companies analysis
~ Potential M&A value based on comparable transaction and premium paid analysis
+ Inaddition, we estimated what a financial sponsor would pay based on a leveraged buyout analysis
+ Lastly, we have developed a framework for discussion to evaluate your options and key decision points
~ Optons
» Pursue current plan
« Alternatives to current plan
» Sale
» Merger
» Leveraged recapitalization
» Other
~ Decision Points
+ Entertain and/or pursue a proposal now or at a later date?
» Appropriate next steps

» Appropriate process
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REVIEW OF APAX PROPOSAL

TERM

Proposed

ransaction

Indicative
Purchase Price

Consideraton

Due Diligence

Management

DRAFT

DESCRIPTION
September 25, 2012

Acquisition of 100% of the outstanding common shares of Heat by Apax

$38.00-839.00 per share, implying premium of
38% to 42% to September 24 closing price
26% to 30% to October 31 closing price
Equity Value of $946mm-$972mm"’
Enterprise Value of $889mm-$915mm'”| implying multiple of
9.2x-9.5x L'TM EBITDA®
8.5x-8.7x 2012E EBITDA®
7.2x-7.4x 2013E EBITDA"Y
100% cash
“Confirmatory”; focused on accounting, tax, legal and limited commercial matters
Access to senior management as well as outside advisors and non-public information
Expected to be completed within a three week period
Combination of (i) debt financing; (i) equity underwritten by Apax; and (1) Company’s balance
sheer cash
Retained JPMorgan as financial advisor and Simpson Thacher as legal advisor
Proposal approved by the Apax Approval Committee
Final transaction terms subject to approval by the Apax Investment Committee
Expect the current management team to remain in place
Would invite a discussion with management regarding a porential equity investment, at the
appropriate time and with the Board's approval
Requested a 4 week exclusive due diligence period followed by a “customary go-shop” process,
subject to a match right for Apax and payment of a breakup fee
Proposed acquisition would extend to 100% of the shares and all sharcholders on the same terms
(including SKM)

Notes: Financial results for a stated year represent financials for the 12 month penod ending January 31 of the following year
{1) Based on 23.7mm basic shares outstanding: approximately 0.3mm resincted stock units and dilutive effect of in-the-money stock options (1.66mm gross oplions outstanding),
and net debt of ($57)mm as of July 28, 2012
{2) Based on EBITDA of S96mm for the twelve month pencd ending July 28, 2012 derived fom the most recant quarterly filng (10-Q for the quarter ending July 28, 2012}
(3) Based on LRP EBITDA estimate of $105mm for 2012€ and $124mm for 2013E
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HEAT SHARE PRICE PERFORMANCE SINCE IPO
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Source: Factset market data as of October 31, 2012
Notes:  Growth Teen Peers include: ZUMZ and TLYS
Other Teen Peers inchude: ANF, ARO and AEQ
Mid-Cap Specialty Retail Peers include BEBE, CMRG, CATO, CBK, CTRN, DEST, HOTT, JOSB, PSUN and WTSLA
High Growth Retal Peers inciude LULU, UA, FRAN, VRA, TUMI and FOSL
Off-Prica Peers include: ROST, ASNA and TIX
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HEAT P/E RATIO SINCE IPO
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10.0x
Jan-10 May-10 Sep-10 Feb-11 Jun-11 Oct-11 Mar-12 Jul-12
Source: Factset market data as of October 31, 2012, represents price to next twelve months’ EPS estimates
Notes:  Growth Teen Peers include: ZUMZ and TLYS
Other Teen Peers include: ANF, ARO and AEQ
Mid-Cap Specialty Retail Peers include BEBE, CMRG, CATO, CBK, CTRN, DEST, HOTT, JOSB, PSUN and WTSLA
High Growth Retal Peers inciude LULU, UA, FRAN, VRA, TUMI and FOSL
Off-Prica Peers include: ROST, ASNA and TJX
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Growth Other Mid Cap Off-

P/E RATIO VS. PEERS (SINCE IPO)
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Notes:  Growth Teen Peers include: ZUMZ and TLYS
Other Teen Peers include: ANF, ARO and AEQ
Mid-Cap Specialty Retail Peers include BEBE, CMRG, CATO, CBK, CTRN, DEST, HOTT, JOSB, PSUN and WTSLA
High Growth Retad Peers inciude LULU, UA, FRAN, VRA, TUMI and FOSL
Off-Prica Peers include: ROST, ASNA and TJX
pWEERIiJLBLEARG Confidential 10
PARTNERS

For more investment banking materials, visit www.10xEBITDA.com



http://www.10xebitda.com/

DRAFT

HEAT PEG RATIO CONSIDERATIONS
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EVOLUTION OF QUARTERLY COMP STORE SALES

In the ferst two

EVOLUTION OF COMP STORE SALES

DRAFT
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WALL STREET RESEARCH PERSPECTIVES ON THE TEEN SECTOR

With respect to the
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Sowrce: Factset as of October 31, 2012, Bloomberg. Wall Street Research

Notes: Financal results for a stated year represent financials for the 12 month penod ending January 31 of the following year
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SELECT ANALYST COMMENTARY
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SELECTED COMMENTARY

“Only half way to its potential 1,500 store count and 60% below its margin goals, we believe
Heat is a compelling growth story for small cap investors”™

“We continue to believe that as Heat detaches itself from the mall-based teen apparel landscape,
it may gamer investor interest. Given Heat's unique growth characteristics (double-digir sq. fr
growth, LSD comps and operating margin expansion), we think the stock remains undervalued
and we mantan our Overweight rating™

“We are upgrading shares of Heat as we believe in the LT growth maodel, we like the visibility
and predicrability of the revenue and earnings streams and we think the management team is
stellar”

“Heat’s historical revenue growth rate has been very consistent with a balance berween new store
openings and comps. Over the past five years Hear has posted an impressive 28% revenue
CAGR”

“We are encouraged by the reacceleration in back to school comps and continung strong new
store performance. Heat's substantial store growth opportumties make it one of the best store
growth stories i retail, in our view, and a reaccelerating comp trend bolsters our confidence in
the stony”

“Our $35 price objecnive s based on a 17x P/E targer mulaple using our F2013 esumates, which
1s a premium to the group. We think a premium s warranted given Heat's fast square footage
growth rate, which we expect will remain above the group average for the next three vears,”

“We believe the company’s multicategory model 1s advantageous in the current enviconment as
merchants are able to expand and contract assortments opportumstically and expedite
merchandise flow. We think sustained mid-reens new store growth is achievable for the next
several years, lending to cost leverage and artractive profitability potential”
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IMPACT OF HEAT’S LIMITED FLOAT ON TRADING PERFORMANCE

» In considering the impact of the “Apax overhang” /

limited float, PWP reviewed the following factors:

— Average trading volume as a percentage of total shares

outstanding since 1PO vs. the peer median

— Average daily price volatility since IPO vs. the peer

median

— Number of analysts covering Heat vs. the peer median

Sowrce: Factset
Notes: (1) Teen peers include AEQ, ANF, ARC and ZUMZ
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HEAT’S SHAREHOLI ERSHIP PROFI

Apax + Top 10 Insnrutions ~78%
Apax + Top 20 Instirutions ~90%

FACTORS CONSIDERED

(U]

Heat Median of Teen Peers

Avg. Daily Volume s8 $69
($ mm)
Avg. Daily Volume ‘1 508
(% of O/S) "
Avg. Daily Price Volatility 2% 3.0%
# of Analysts 7 24
# of Analysts Z i
(Mkt. Cap. Adjusted)
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ITI. FINANCIAL ANALYSIS
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SUMMARY OF THE LRP PREPARED BY MANAGEMENT

L.RP forecast was REVENUES GROSS MARGIN
) TR
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§ PO AT L e < PP TY S5104

=

2010-2011 11.5% 20102011 4.5
$224
20122015 121% 20122015 23.1% 54.21
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$i4
sis2 o
' $27
$124
$105 P $215
$59 $185

] $1.55
s $1.21

20104 2011A 20126 13K 2014E 2015E M16F 2W017E 20104 2011A 2012E 2013E 2014E 215E WIE 2017E
Sowrce: Management's Long Range Plan, Financal resuits for a stated year represent financials for the 12 month pediod ending January 31 of the following year
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REVENUE BRIDGE BASED ON THE LRP

Grromi L.RP is ( OMPARABLE STORE NEW STORE OPENINGS
‘ 'S ASSUMPTIONS NEW STORE OPENINGS
ased «
— a 3% comd stor Total Number of Stores: JIXXI 1,685
) 120 120 120
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- Cantinned EXPAN SN
wm the numrber of
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crrent Y J
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Canada @S

2 (X S95
$2,000 $99
$1,500 4
N S109
$1,000 - 3914
S500 4
SO
New Stores (US) New Stores E-Commerce

Current Comp
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2012 Revenues
(Canada)

Sowrce: Management's Long Range Plan, Financal resuits for a stated year represent financials for the 12 month pediod ending January 31 of the following year
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SUMMARY OF FINANCIAL ANALYSIS

(USS per thare)

Trading

Range

52-Week Range
As ol 10/31/12

DRAFT

Apax Proposal :
$38.00 - $39.00

i — -

Analyst

Estimates

Trading

Valuation

Target Price Range

Duscounted to 10/31/2012, a1 13.0%% Cost of Equity)

6.3x - T.1x EV / 2012E EBITDA muluple

5.7x - 6,1x EV / 2013E EBITDA muluple
/ 2012E EPS multiple

15.2x - 16.6x Price

13.5x - 15.1x Pace / 2013E EPS multsple

e n e

D( ' 19 (P A Terminal Multiple 5.0x 6.0y 6.0x
L = B WACC: 1200% - 14.00% $38.75 $47.50 o
(Ch(.l. 5_\'"‘"’{11(‘5) Termunal Mubtiple: 5.0x - 6.0x LTM EBITDA $5325
ST
Precedent
= B . 80x - 100x EV /LTM EBIT nuluple $33.50 S41.00
k=) Iransactions o W EY A LIM EDITIM oy
= Precedent . "
» D . 20,0%-30.0°% Preminm to Cugrent $36.25 $39.25
< Premiums
]
—
= IRR Range: 17.5% - 22.5% §377% $45 50
Terminal Multiple: 5.0x - 6.0x LTM EBITDA
$30.00 S35.00 S40.00 S45.00 $50.00 $55.00
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Source: Management's Long Range Plan

Notes:

$20.00 $25.00

Valuos and market data as of October 31, 2012, rounded o the nearest 25 cents. Financial results for a stated year represent financials for the 12 menth period ending January 31

of the foliowing year, Based on 23, Trm basic shares outstanding: approximately 0,.3mm restricted stock units and diuthve elfect of in-the-money S2ock options (1,66mm gross

ophons outstanding)
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DRAFT

EQUITY RESEARCH PRICE TARGETS

L be nredian analyst price fargel jor 1 leat su o U i ver | eeal d
$44.00
$40.00
- $36.00
"1 AT
CURRENT Current Pricer &30 11
S32.x)
S 30.0x)

RECOMMENDATION

wosourPurnvzs Jefferies PiperJaffray Retattmts®  JPMorgan NOMAURA

Date 03.Oer- 12 27 Aug-12 04 Oer-12 25 A2 23 Aug 12 05-Sep-12 3-Aug 12
Recommendation By Basy B By Buy Buy Hokl
Implied 2012E P/E multiple 235x 2L.6x 20.1x 19.6x 19.2x 17.3x 16.0x
Implied 2013E P/E multiple 198 182 17.9 16,7 170 152 147
Growth Company Coverage

9= : 1/9 v 318 2/12 /L 4/23 4/24
Out of Total Coverage Universe / / /1 / / / /

s 2% 17% 17% 21% 17% 17%

% of Total Coverage Universe

Sowrce: Wall Sweet Research
Notes:  Market Data as of October 31, 2012
(1) See Appendix page 56 for more details on Lululermon analyst coverage
PERELLA Confidential 20
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DRAFT

ILLUSTRATIVE SHARE PRICE TRAJECTORY

(USS per share)

| [ Heat retains its
current Pl E multiple $75
:lh‘{l i ',’v'l..' 1S s

Carnings

forecast, its stock price

will exived the Apa

offer in abont a year

! / Heat's //."/'Il"/'/')'),'"\‘
mereases 1o 1

wiidpaint of

Based on Price / NTM EPS Muluple of 14.5x /' 15.0x

At 14.5x N'TM Multiple
Share Price CAGR

7185

$69.85

Jan'13 - Jan'14  29.5%
Jan'14 - Jan'15  30.1%
Jan "15 - Jan '16 27.9%

$56.23

At 15.0x N'TM Multiple
S_h.i_lLE E!i!'c S‘QS.B (L

lan"13 - Jan'l14  29.4%
Jan"14 - Jan'15  29.9%
Jan'15- Jan'16  27.8%

reference range, the
[red f‘,/ line shows th pro
farma stock J,fu;/" bl $3240
$25
wgmen [uture Valoe at 14.5x NTM EPS (Corrent NTM Multple)
wtpee Fiiture Value a1 15.0x NTM EPS (Midpomt of NTM P/E reference range)
SO v v . v
Jan<11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16
Source: FactSet. Management's Long Range Plan
Notes: Financial results for a stated year represent Snancials for the 12 month period ending January 31 of the following year. Analysis based on assumed share buybacks using
the available oxcess cumulative cash of $14%mm generatod between FY2013-FY2015. Share buybacks assumed at 5% premium to estimated share prices at the end of
fiscal yoars 2013, 2014 and 2015, based on applying the respective NTM P/E ratio to estimated eamings per share (pro forma for shace buybacks) in the future periods.
(1) Based on esSmated future share prices
&ESEQLBlEARG Confidential 21
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DRAFT

COMPARABLE COMPANY CONSIDERATIONS - TEEN PEERS

HEAT 2UMieZ s us733 k' 4 Abercrombie &Fitch ~ AEROPOSTALE

# of Stores 834 47 155 1,102 1,991 1085
(potential) (1,500) (80K (300

Market Capitalization $743 s S454 $4.227 $2.563 S9835

Enterprise Value $656 $7I7 S410 $3,525 $2.306 $815
2011A Same N £ S S i o
o { e 3 e S ° o
Store Sales At : ’
16.1% 16. ™% 17.%% 6.4% 6.5% 4.2%
2012E EBI'TDA - 9 a2
11.6% 154% 11.9% 16.3% 13.1% 8.0
Margin
12E EBITDAR
18.9% 25.9% 20.0%% 24.6% 22 7% 14.8%
Margin
Adjusted Debt / 11 'k e o ol
3 5.3 33, 2 3.5
2012E EBITDAR = ‘ * * * i
Long Term Growth 16,00 o 08 17.00 120 17.00 10.0°
Rate (IBES) et B ’ = o N
6.6x [ T2% 6.3x 4.0% 425
EV / 2012E 1 ’i o e R G
K 2N 2 2.5Y =R
EBITDAR = 2 ¥ ¥
2012 P/E 16.3x 15.8x 174x 15.2x 122% 12.6x
Source: Factset as of Oclober 31, 2012, Bloomberg, Wall Street Research
Note: Financial results for a stated year represent financials for the 12 month penod ending January 31 of the following year
PERELLA Confidential s
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DRAFT

PUBLIC TRADING COMPARABLES

EV / 2012E EBITDA

22.9x
21.5x
P‘”ﬁ).‘)x
ln.(-;_' ; 10,35 5, 9.1x
) AL = 6.0y 37247155 8 21569«
: 6.6x (""'\4 294, 0x 2\) 34525252 235,0%4 634, 5x B ——" xs.}n
Selected Range ey & R——
S T ] e
T L8y ' MY X Eel0 ¢y N £ g * 85 g S Lt =2 2T s E
i i: +8 AFsfgEifgif §iggifE §2E38F BiZ
= % % E = B r_-;zm;_.‘v - ez -_-_5.._5" :é:,,: S w
CRR- | g8z SE = e 2 o 3 = 5 &= 5 <
= : =3 IR I =i 3 SR g0 R b S < g
o N 3 ¥ o & E @B = <o ] 5 s Z
3E§ 2 388=3 SEC ©OF £ 35 f¢ z
. = s 7] = c = - L
Orher Teen Peers § < ﬁ Oz QAo = < !.,:' é £ Q :?: P ; <
E ® = 3 -
- o —

. Growth Teen Peers
. Mid-Cap Specialty Peers

EV / 2013E EBITDA

Large-Cap Specialty Peers

High Growth Peers 18.2x
; 17.4%
. O1Y Prce Peers 15. “l\\
\\
11.0x M I R
92.1x, 8$.9% 2
8 % 0%.8 Pl
. R J 8%, 35z 22
Selecred Range 2iX OiX 6.3:0U% 545,184,934, 6x4.3:4.3 e -,'T-\‘f"’h"'\ i
5 7 i 3.73.6x - 3TN 133 7 ok
5. 7x-6.1x b :
TS
s Lg0 N HM S8 8 &% 2 s O ® E g £ EmE Az B X <
b ERCR ':.,§ 3:.:5‘:}-8& 2 5'283::2 S 22w 2 2 g =z
= gtz FE ‘zmazié<-;§g EELg2<s EESETE £F8&
E & F 3 BN R Ry e o Taf s 3 gk & o <
5 3 & ~N = = ‘x o I~ = < z = =
g g ¢ b % % D g © . g e © g 3= g g Z
€22 g ad=2 3T58 g £ & 2% £5 E
g2~ g o bR 3 g
5 = < 1 =
= = o=

Sowrce: Company Fiings, Factset market data a3 of October 31, 2012
Notes: Financial results for 8 stated year represent financals for the 12 month penod ending January 31 of the following year
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DRAFT

PUBLIC TRADING COMPARABLES

P / 2012E EPS

46.5x i
42.7x
38.0x
pl "‘x"{i. I1x
‘ 22.5x
3x 15 17.586.746.74 3.9% 18.4x - 2.16.8
163x 152« 3 17.536.736.7459% 17.4x' 008, o
12.642.2x TC.812 ! o 130'Ll 2 16.3x R - oy [
Selected Range T T el
15.2x-16.6x NMNANMNM
- PR : m Y ez A s - » g a8 qg o s L o= o= @ b
3 % E E Y :nc."&_,‘-:gt:éé.gﬁ 5:23:32 2382582 % 8&2
o z B & meoes L 85 2% 2 e O w- <€ U - 2 g5 5 A
mEE EFE BFRZESRzEgcse €2ef Z o E = EEE & <2
g &5 F S c3eY<3ris 30sgm@ @% <3Fin f
a g & N S 2 % w & PRECHEL ~ e} C = v - = [~ e b
g 9 g I % a 23 5 g ] o 8 s 3 ] g e
Orher Teen Peers o < < &} >4 Cc o f-;- g é 2 oo K.
2 g £ 5 =
= =) -

. Growth Teen Peers

. Mid-Cap Specialty Peers
2 T EPS
| Large-Cap Specialty Peers P / 2013E EPS

High Growth Peers

. OIY Prce Peers

- " 8.8x 4.8% - .
Selected Range 14.0x 13.5%) %025 ! 4.0x I 1.1x 18.8x14.04 4y, ¥3.6x13.1x 5.0 )
13.5x-15.1x LS T 0.0 Pt
| HEE =
= A ] > ; & 2% € £ 5 = Kt S T N - (.S S €= 2 o <
: mIE .8 ER3Es0 5528 5 E¥EdE FE§EgEF ERZ
= J2E FE SHESE<iatz EE.EiCin g.é'-’)‘%'iﬁ s 4
c & F3 BRI B 0858 5688 0% F3IF §3 -
F g N & S5 33 FstE® 3 0 E T = g% 7
232 s §%3 d&5¢ ¢ P & §3 £§; 2
PR g 9 © T E E it
2 £ 3 - =
Sowce: Company Filings, Factset market data as of October 31, 2012
Notes: Financial results for a stated year represent financials for the 12 month penod ending January 31 of the following year
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DRAFT

RELEVANT SECTOR TRANSACTIONS
(5 tn mvillvons)

SPEC ’ \DE M EBITDA

T9% 8x e,

. l )

Charmung Linens n Thangs J.Crew Collectve Chuee’s / Apollo Tomany Hilliger Tommy Hilfigee Deb Shops / Lee Budmgton Coat Chacotte Russe / Tween Brasds
Shoppes / Apollo PG/LGE Wolvenoe / Apax V. Heusen Exquty Ban Advent \scera
Ascena
Date 2-May-12 8- Nov5 22-Now-10 1-May-12 20-Mar 07 25-Dec-05 15 Mar-10 26-Jul-.07 18-]Jan-06 24-Aug-09 24-Jun-09
Transaction Size S877 $1,305 S$2,69%4 S1818 $2.581 $1.,547 $3,136 $259 1,958 $312 $237
Premium to Unaffected
Price 21.™ 16.7¢ 37.3% 10.6% 18.0% 30P% . 2.1% 14.1% 24.1% 45.3%
S&P PE Multple 127x 14.9x 12.8x 12.7x 15.0x 15.3x 14.0x 15.0x 15.4x 149x 137x

OUOx

/ LTM EBITDA

14.1x
12.2«
Gk 11.2x
2 1“3\ 9.4
x X y
i 8.9x 8.5x 8.2x 8.2x 8.1x
Bamey's /' Machaels Stores Kenseth Cole / Nesman Marcns Tovs RUs / May / Federated Petco Grmbocee JoAnn Stoces [/ Bamey's / Jones
Istithsonsac Comsoctium  Kenmeth Cole Comortmam  Commortnim Consortmam Centerbadge Ban LGP
and Dvestor Pasters
Group
Date :-_]||:|~ll- 30-Tun-06 A-Feb-12 1-May 05 17-Mar-05 27-Fel»-05 13-Juk-06 1-May-12 11-O¢t-10 23-Dee-10 10-Nov-(4
Transaction Size S92 $5,604 $244 $4,981 $6,213 $17,260 $1,819 $1,052 $1,761 $1,696 S400
Premium to Unaffected
Price - 13.2% 24.0P% 9.6% 22.58% 5.9% 55.2% .5 71.5 13.7 n/a
S&P PE Multiple 154x 145x 127 153x 16.0x 16.4x 13.9x 127x 12.6x 13.2x 16.6x

Sowrce: Company filings, Wall Street research
PERELLA
WEINBERG
PARTNERS
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DRAFT

PREMIUMS PAID ANALYSIS; US TARGETS, 2002 - PRESENT

GO-PRIVATE TRANSACTIONS ALL TRANSACTIONS

(DEAL VAL TI'HAN $100 MM) (DEAL VALUE BETW $500 - $1,500 MM)

40.3%

40% 37.3% 40%
o 35.5% 35.3%
POl Ml g

30% 308

20% 209
10% 11.2% 12.2% 10% 11.2%

92.1%

7.3%

0% 0%

1-Day I-Week I-Month 1-Day 1-Week 1-Month

Range from Ist to 3rd Quartile O Median
Source: Dealogic, Capital IQ
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DRAFT

DISCOUNTED CASH FLOW ANALYSIS

(USS in MM, exvept per dhare aeewnts)

Fiscal Year of Terminal
2013E 2014E 2015E 2016E 2017E Year
UNLEVERED FREE CASH FLOWS
Toral Revenue $1,050 $1,234 $1.437 $1,668 $1,899 $1.899
EBITDA 124 152 187 226 265 265
Depreciation & Amortization (39) (44) (51) (57) (64)
EBIT $86 $108 $136 Si68 $201
Less: Taxes ($32) (340) ($50) (563) (575)
NOPAT $54 S68 $85 S106 $126
Plus: Deprecation & Amortization $39 $44 $51 $57 S64
Less: Capatal Expenditures (56) (68) (69) (74) (62)
Less: (Increase) / l)ccrc‘qsc in Working Capital 1 9 (11) (13) (15)
Less: Other Cash Flows ™ 12 11 11 10 10
Unlevered Free Cash Flow $49 $46 $68 $86 $124
DISCOUNTED FREE CASH FLOWS
Unlevered Free Cash Flows $49 $46 $68 $86 $124
Terminal Value (Assuming a 5.5x Exir Multiple) $1,459
Toral Free Cash Flows $49 $46 S68 $86 S124 $1.459
Weighted Average Cost of Capiral (WACC) 13.0% 13.0% 13.0% 13.0% 13.0% 13.0%
Discounted Free Cash Flows $46 $39 $50 $56 $71 $792
EQUITY VALUE PER SHARE IMPLIED PERPETUITY GROWTH RATE
Terminal LTM EBITDA Multiple Terminal LTM EBITDA Multdple
WACC 5.00x 5.50x 6.00x 6.50x 7.00x WACC 5.00x 5.50x 6.00x 6.50x 7.00x
12.0% $41.92  S44.76  $47.60 S$530.44  $53.28 12.0% 3.2% 3.9% 4.5% 5.1% 5.5%
13.0% 40.35 43.06 45.77 48.48 51.19 13.0% 4.1% 4.8% 5.5% 6.0% 6.5%
14.0% 38.85 41.44 44.03 46.62 49.21 14.0% 5.0% 5.8% 6.4% 7.0% 7.4%

Source: Management's Long Range Plan

Notes: analrosumblamdyﬂrropfmmﬁnanmlshfm\2mmpenodmngunuuryllofmofoh~mgyuldearoonvom:omsappl»dswckbasod
compensation expense is not acded back for unlevered free cash flows in crder 10 capluee the value of v % v P
(1) Basad on change in Other Current Assets, Deferred Rent and Deferred Tax Liabilties. Assumed (o be 2ero for the perpetuity growth rate analysis
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DRAFT

TERMINAL VALUE AND PERPETUITY GROWTH RATE CONSIDERATIONS

Management publicly TERMINAL MULTIPLE SENSITIVITY TO ANNUAL STORE OPENINGS

) / / » J
dectared store aronifi

opportunity of 1, 500 Terminal Multiple
sfores 5.0x 5.5x 6.0x 6.5x 7.0x
Terminal Growth Rate
) . : : : . .J . t_ . 4.1% 4.5% 5.5% 6.0% 6.5%
L.RP total number of (assuming 13.0% WACC)
stares (end of 2017} . . .
tores (end of FY2017) Implied Number of Annual
15 1.685 stores New Store Openings (assuming 19 32 43 52 60
3.0% comp sales growth)
Implicd Number of Annual
I
35 47 58 67 75

New Store Openings (assuming

2.0%% comp sales fL -\\'l]\}

EV/LTM EBITDA

12.0x { Teen Peers ! : Growth Teen Peers
| ~EFAFRTE LI TN ST RN R A S FETAYCT S8, ; Scccsssssntonsessesssntonssmsess anssnssss |
9.2x
9.0x 8% 83x
T.x
Selected Range > ,
0 52 &
5.0x5-7.0x A z i6x i
) . I
O0x
Heat American Eagle Abercrombae Acsopostale Zamiez Tilly's Mid-Cap Peess

Median

Source: Management’s Long Range Plan, Company Filings, Factsel market data as of Oclober 31, 2012
Notes: Financial results for a stated year represent financials for the 12 month period ending January 31 of the following year

PERELLA
WEINBERG
PARTNERS

Confidential

. For more investment banking materials, visit www.10xEBITDA.com



http://www.10xebitda.com/

DISCOUNTED CASH FLOW SENSITIVITIES ANALYSIS

DRAFT

Assumption LRP Assumption Variance Per Share Impact
: Store Sale
(«';m.p tore ‘u.lu 3.0% /- 1.0% + /- $3.00
(Vanable and fixed costs consistent with LRP)
AomaptNew 120 +/- 20 stores +/- $4.00
L'S Store Openings
Gross Margin 38.1% in 2012E | 39.8% in 2017E +/-100 bps +/- $340
EBITDA Margin 11.4% in 2012E | 14.0% in 2017E + /- 100 bps +/- §3.40
Average Sakes V .
\v LN'.L.t j;k< olume $1.1mm +/- 100K +/- §2.83
Per New Store
Sowrce: Management's Long Range Plan
Notes: Al sansitivities reflact the midpoint tarminal trailng exit multiple of 5.5x and WACC of 13.0%
PERELLA o
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DRAFT

POTENTIAL STRATEGIC BUYERS - US

(USS in neiilions)

POTENTIAI
COMPANY FINANCIAL SUMMARY CAPITALIZATION RATIONALL CONSIDERATIONS INTI l(ll\l

POTENTIAL US BUYERS

2012 Estimates Market Cap $3.277 * Acquisiion-dnven retaller focused on  ® Recently completed Chanming
Rl $4.868 Riicespaiae Valas 5438 niche concepts in valve retailing Shoppes acquisition; appetite for ./
® Stated preference for brands that another lage-scale acquisition m [
;/'/ Gross Margin 58%% EV /2012 EBITDA 6.9x openate Largely outside the mall and the near tesm unclear
ascena EBITDA 498 S&P Rating B+ have a lack of dear competitors
retad groas s . ) 3 i ® Lacks a teen focused concept
EBITDA NMargan 107 Adj. Debt / EBITDAR 5.8x
Debe / EBITDA 0.7x
2012 Estimates Market Cap $251,134 * Consistent with focus on value * Has not executed acquisitions of >
Rivediies $470,301 Enterprise Value 304,037 u-ulln‘\g . Tﬂ aalty retail companies {
® May view acquisition as a solution tos listosically .
WAL*MART  Gross Margin 24% EV /2012 EBITDA 8.3x apparel/fashion strategy * Not an opesator of small-stoge E
EBITDA 36,495 S&P Rating A+ tormats
EBITDA Margn 8% Adp. Debt / EBITDAR 2.3x
Debe / EBITDA 1.7x
2012 Estimates Market Cap $35.320 * Stroag off-price focus, with low cost  ® Not an active acquiter; company
operatioas and tlexible business las been tocused on growing /
TS 25 309 T « Value 2 /
Revenues §25,399 Enterprise Value 32,509 model existing brands domestcally and ( "
Gross Masgin 28% EV /2012 EBITDA 9.1x mtemationally N
EBITD. 335 S&P R * Not an operator of small-store
% A 3,55 S&P Rating A+
s 4 lormats
EBITDA Margin 14% Adj. Debt / EBITDAR 2.1x
Debt / EBITDA 0.2x
2012 Estimates Market Cap $14,010 * Currently opemtes two off-poce * Has not been an active acquirer of
brands targeting value-conscious companies historically -~
¢ - 32 o g fa - ' f
Revenues 39,652 Enterpese Value 13,438 consumer between the ages of 18and  * Not an operator of small-store \
Gross Margin 28% EV /2012 EBITDA 9.1x 54; may view Heat as an opportunity formars G
P b TR 10 Capiure & younger value-canscions
oeess rog vess  EBITDA 1,481 S&P Rating A+ demographic
EBITDA Magno 15% Adj. Debt / EBITDAR 1.8x
Debe / EBITDA 0.1x

Limated

© €
Strong | J
. No?.

Source: Factset, CapitallQ as of October 31, 2012
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POTENTIAL STRATEGIC BUYERS - INTERNATIONAL

(USS in neiilions)

DRAFT

WOTEN
COMPANY FINANCIAL SUMMARY CAPITALIZATION RATIONALY CONSIDERATIONS }:\'I'I'R:”l'
~

POTENTIAL ASIAN BUYERS

2012 Estimates Market Cap 20037 * Desite 1o expand using M&A * May be more focused to invest
a— = Acquisition listory includes capital into Uniglo as core growth /"‘
e 2 14 . P TN - an : : ¢ /
— Revenves §13.129 Enterprise Value 17,826 Theory (two-stage completed desver in the United States \ J
FAST RETAILING  Giross Margin 51% EV / 2012 EBITDA 8.6x in 200%), Helmut Lang (2007) N
EBTID, 54 &P R and Prncesse Tam. Tam (2006)
1 A 207 S&P Ranng n/a
EBITDA Masgin 16% Adj. Debt / EBITDAR 4.9x
Debt / EBITDA 0.1x
pr 2012 Estimates * Unlizing aggressive acquisition . erfln(-l) tmau pessence outsade )
strategy to r\luml gln!un) of Sowth Korea (—~18% of Y8
e Revenues §1,204 = Public bidder tor otlwer .S, fevene) ]
RO assets * Unclear integest i valse setailing 95
POTENTIAL EUROPEAN BUYERS
2012 Estimates Market Cap §79,511 * Strong global fast-fashion operator * Focused on Asia and emerging
’ * Expands US, foorpamt mackets growth 755
20,565 - Val 4062 I I K
Revennes $20,565 Enterpase Value 4,962 * Limited M&A teack record in the |,\ /,
INDITEX (. Magin &% EV /2012 EBITDA 14.6x us. —
EBITDA 5,152 S&P Ratng n/a
EBITDA Masgin 25% Adj. Debt / EBITDAR 3.2x
Debt / EBITDA 0.0
2012 Extimates Market Cap §55.997 * Strong global fast-fashion operatos * Limated M&A track record
] = B it Expands U.S, footpomt .
Revenues SIR 202 Eaterprse Value 52,842 (
\ /
# Gross: Macgin 6%  EV /2012 EBITDA 13.7x St
L]
EBITDA 3. 846 S&P Rating n/a
EBITDA Masgin 21% Adj. Debt / EBITDAR 4.2x
Debt / EBITDA 0.0x
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DRAFT

LEVERAGED BUYOUT ANALYSIS

(USS in MM, exvepy per share amownts)

TRANSACTION SUMN

» Acquisition at $42.65, ar 41.6% premium ro the stock price of

S$30.11 on 10/31/2012 USES OF FUNDS Value (SMM) % of Total
. N Purchase Equity $1.066 97.5%
- e . 0 - ~ .

— Pnce represennng the 20.0% IRR, midpoint of LBO Transaction Expenses 16 1.5%
valuation range Deferred Financing Fees 12 1.1%
ope - X - f— \ Toual U 1093 W00

= Toml leverage of 5.0x LTM EBITDA (6.2x EBITDAR) Total Uscs S u

— 3.0x Term Loan at LIBOR + 500 bps SOURCES OF FUNDS Maltiple of

: . LTM EBITDA  Value (SMM % of Total
- 2.0x Subordinated Debr ar 10.0% LTM EBITT abue (SMM) % of Total
Excess Cash S§55 50%
= Assumes a “management promote” equivalent to 7.5% of Term L 5an 310x 314 2579,
ncremental equity value created Subardinate Debt 20x 209 19.1%
\ ] o $25 i Spoasor Equity 515 47.1%
Assumes mmimum cash requirement of $25 mullion o Soans $1.093 P

« Transaction date as of 1/31/2013

PURCHASE PRICE SUMMARY ILLUSTRATIVE RETURNS SENSITIVITY

Entry Implied 2125 Trailing Fxit Multiple
Current Offer : N s " e
Price Prensium Multiple 508 5.5% 6.0
Price per Share S30.11 $4265 = $37.65 250 P 247, 27% 2%
Preevines over Current Price $1.6% 8 S40.15 33.3% 2.0x 21% 130 259,
—
Market Value of Equity $743 $1,066 E $42.65 e 96y 18% P 22%
Less: Net Cash (57) (57) $4518 9.9 10.3x 15% 1% 19%%
Enterprise Value S686 $1,009 $47.65 38.2% 10:9% 15% 15% 17%
EV/EBITDA Metric
i 'l'\/l "1‘ y . Entry Implied M12E  Leverage (EBITDA / EBITDAR Mulsiple)
A 96 7.1 0.5
: > e 2 Price Premium  Multiple  45x/59%  SOX/62x  5.5x/65x
2012E 105 6.6 9.6 « he e .
(T] $57.08 2.0 ™ 25% % 29%
2013E 124 55 &1 § $40.15 RAR 9.0¢ 2% 2% 25%
Price /Eamings $42.08 et 96x 19% 200 21%
2012E S1.83 165x 23.4x 4513 9.9 10.3% 16% 1% 5%
2013E 215 14.0 198 $47.65 58.2% 10.9% 14% 15% 16%

Source: Management's Long Range Plan
Notes: Financial results for a stated year represent financials for the 12 month period ending January 31 of the following year. IRR valuabon range as of October 231 2012
(1) Assuming 5.0x leverage (2) Assuming 5.5x exit muliple
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IMPACT OF LEVERAGE ON LBO ACTIVITY

LBO PURCHASE PRICE MULTIPLES @

12.0x

9.8x B ;
10.0x 9.5x 9.1x 9.6x

8.6x

ﬁ.f_’x -"_‘)x R:\\
8.0x - TAx Ax
6.3x 6.1x 6.5x
0.0x
4.0x
2.0x
0.0x

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 1Q-  3Q12

3Q12
AVERAGE DEBT MULTIPLES OF LBO LOANS®
T.0x 50%
6.2x
6.0x
6.0x = 45%
Sy K 52x 51y

: Re: 4.9x
2.0x 4.6x 4.9x

47x . .
2 : B
42x  41x 4.0x 4.0x
4.0x 35%
- I I . I o
2.0x . 25%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 1Q-  3Qi12
1ol Leverage Equity Contnbution
Source: S3P Leveraged Lending Industry Review as of 3Q 2012
Notes: (1) Large corporations definod as those with $50M or more of EBITDA; total Sources/adjusted Pro Forma Traling EBITDA; prior to 2003 Media, Telecom, Enecgy and
Uslity Deals, were excluded. Outhers, regacdiess of the industry. are excluded
(2) Large corporate defined as issuers with EBITDA of more than $50M; excludes media and telecom loans. EBITDA adjusted for prospeciive Gost savings of synergies

3Q12

{155::;{:{(‘ Confidential 5
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RECENT LEVERAGE IN CONSUMER / RETAIL BUYOUTS

RECENTLY ANNOUNCED PRIVATE EQUITY TRANSACTIONS

DRAFT

Date Enterprise EV/ LTM Debt / L'TM Adj. Debt /
e m
Announced Acquiror Target Value ($Bn) EBITDA EBITDA  EBITDAR
e
5/1/12 WOLEIN R Biw BATE Carivan S S1.8 8.1x NA 6.4x
5/1/12 Cenrerarnlie 2B s 1.1 87 5.2 6.0
2/24/12 Investor Group _/«l’”y 6"' 02 11.6 45 6.5
10/11/11 ARES 3G 1.4 9.4 6.4 6.8
6/29/11 m EE 2.7 74 5.0 6.0
12/23/10 <) JOANN 1.6 8.1 5.0 6.3
11/25/10 [€1< VESTAR CAPITAL PARTNERS B Dre Moxte Fooes 5.3 8.8 6.5 NA
11/23/10 ™o i | CREW 27 8.6 5.7 63
10/11/10 Bain Capital GYMBOREP 1.7 8.2 5.8 6.6
9/2/10 G = 4.2 9.0 6.3 6.8
8/17/10 E racTiv 6.1 8.6 7.1 NA
7/15/10 et CARSLE Gt INETY | 37 8.1 5.6 5.9
7/12/10 G [ * | L0 6.6 4.4 5.7
5/21/10 ﬁ N 1.7 78 5.6 NA
5/3/10 [ oo | () 0.6 7.4 5.2 6.2
Average
Mecdian
Sowce: Company Filngs, Press Releases, MergerMarket, Capital IQ, Dealoge
Notes: (1) Rent capitalized at Bx included in adiusted debt / EBITDAR calcutation
&ESE;[AR(J Confidential M
PARTNERS
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POTENTIALLY INTERESTED PRIVATE EQUITY FIRMS

POTENTIAL FUND POTENTIAI FUND
PRECEDENT INVESTMENTS
BUYERS _ BUYERS

Apax

$15.4Bn

PARTNERS
$149Bn
ARES $6.0Bn
Bain Capital $11.5Bn

lllcm(mvup' $13.5Bn

Tommy Hilfiger

Bob's Discount
Furmniture

Claire's Stores

Linens ‘n Things

National Bedding
Simmons Bedding

Burlington Coat
Factory
Dunkin’ Brands

Columbia House

Home Décor Group

Dr. Pepper/Seven
Up
Dunkin' Brands

Albertson’s

Fila

Apogee Retail
Blur
Eddic Bauer

Everything But
Water
PlayCore Holdings

Tre CaRLYLE GroUr §$13.7Bn
mC IBERUS $7.5Bn
CoLnaw Gare CARITAL S9.0Bn
Llrj ll\VIN(. PLACE $2.7Bn

PERELLA

WEINBERG

PARTNERS

<

Confidential

» CBR Group
¢ Van Heusen

* New Look Group

Lamonts Apparel
« GNC

« GNC
99 Cents Only

¢ Gymboree

Michael's Stores
“R"” Us

Toys

* Spint Group

Michael’s Stores

NBTY

Oriental Trading

Mervyn's

Rafaclla Sportswear

+ Express
o |l
Rocket Dog

Vitamin Shoppe
» New York & Co.

pany Website and Capital 1Q

. For more investment banking materials, visit www.10xEBITDA.com

I<I<IR

@

LION

17.6Bn

$5.3Bn

$5.0Bn

O OAKTREE 50Bn

Permira

S13.5Bn

53" 'l;"
»>

PARTHERS

5. TPG

$10.1Bn

S19.0Bn

$15.0Bn

AFT

PRECEDENT INVESTMENTS

» Dollar General
Pets at Home

Re >}';l] Vendex

David’s Bridal

J. Crew

BJs Wholesale

American Apparel

HEMA

Madenform

Tumi

Hugo Boss &
Valentino
Cortefiel

New Look

Hanna Andersson

Kellwood Company

Dunkin® Brands
Finlay Enterpriscs

Neiman Marcus

Netman Marcus

Tovs

Safeway

“R” Us

The Container

Store

Jo-Ann

Neiman Marcus
Jimmy Choo

La Senza

AdvancePierre

Foods

Takko ModeMarky

Vogele

Lee Cox per

Limited Stores

Michael Foods

Simmons

1. Crew

Republic
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DRAFT

LEVERAGED RECAPITALIZATION ANALYSIS

(USS ine MM, exeqpy per dhare ameints)

SHARE REPURCHASE ASSUMPTIONS PRO FORMA CAPITALIZATION AND EPS

1/31/2013 Adjustment Pro Forma

Assumed Buyback Price ' $39.8 t
X 2 g o Debr 0 $200 $209
Size of Repurchase $200 i (9 . .

R h d 5.249 Cash 80 0 80
Shares Repurchase ¢ Net Debt ($80) $13%0
% of Shares Outstanding 20.9%

Key Statistics
LRP 2013E EPS $2.15 Debt / LTM EBITDA 0.0x 2.0x
Pro Forma 20135 EPS 2.39 Adjusted Debr / L'TM EBITDAR 3.2x 4.4x
Assumed NTM P/E Multple 14.5x Net Debt / LTM EBITDA (0.8x) 1.2x
Pro Forma Share Price as of 1/31/2013 $34.67 20131 EPS §2.15 $§2.39
%% Acoretion | (Dilution) 11.1%

TOTAL PRO FORMA VALUE PER SHARE - SENSITIVITY ANALYSIS

P/E Approach EBITDA Approach
Adjusted Pro Forma Pro Forma
Debt / Debt/ % of Shares Price / NTM Eamings EV /NTM EBITDA
LTM EBITDA LTM EBITDAR Repurchased 13.5x 14.5x 15.5x 5.4x 5.9x 6.4x
0.5x 3.5x 5.2% $30.18 §3228  $}4.38 $29.71 $3235 §34.99
1.0x 3.8x 10.5% 31.04 33.07 35.10 29.15 31.95 34.74
1.5x 4.1x 15.7% 3191 33.87 3583 2843 3140 3437
2.0x d4x 20.9% 32.78 34.67 36.56 27.54 30.69 33.84

Source: Managament's Long Range Plan

Notes: Financial results for a staled year represent financials for the 12 month period ending January 31 of the following yeae. Shaded columns represent the current NTM multiples
(1) Based on 15.0% premium to projected share price of $34.67, implied by 14.5x PINTM Eamings multiple
(2) Based on issuing new debt of $206mm, reflecting Debt/L TM EBITDA ratio of 2.0x
(3) Based on using all operational excess cash (afler capox) generated after 173172013 for debt repayment, keeping ond of year cash balance constant

PERELLA
WEINBERG
PARTNERS

Confidential %
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IV. PROCESS CONSIDERATIONS AND NEXT STEPS

PERELLA
WEINBERG
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COMMITTEE OPTIONS AND DECISION POINTS

1. Terminate discussions; pursue current plan
— Potentially consider a proposal in 2013
2. Entertain a proposal now
-~ Agree on message, protocol, steps, and timing
3. Pursue a transaction with a pre-agreement process to solicit other buyers

—~  Dependent on price and evaluation of effectiveness of pre-agreement process vs.
post-agreement only process

—  Limited market check vs. broad solicitation
— May be coupled with a “go shop”

4. Pursue a transaction with a post-agreement process to solicit other buyers (“go
shop”)

—  Dependent on price and evaluation of effectiveness of post-agreement process vs.
pre-agreement process

PERELLA
WEINBERG
PARTNERS

Confidential 38
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SUMMARY OF APAX’S U.S.

Ipax: Partners bas /e

0O 10 "f'.' el
fransaclions 1"/.'4‘
ULS.-listed co

]
of hose,

PERELLA
WEINBERG
PARTNERS

2 ¢ ¢ "
> Jransaciion

{
i

Kinetic Concepts
(7/13/2011)

Egpecor Software
(4/4/2011)

Hub Intermational
(2/25/2007)
OTHER TRANSACTIONS

Bankrate

(7/22/2000)

Tazetto
(4/11/2008)

Tommy Hilfiger

(12/23/2005)

Notes:

Confidential

976

1,803

1,600

1,589

For more investment banking materials, visit www.10xEBITDA.com

GO-PRIVATE TRANSACTIONS

Overview of Apax's U.S. Go-Private Transactions

S63,00-
SOH5.00

S10.50

SS50.00

$21,00-

S23.00

$14.50

$68.50
(8.7%-5.4%%)

$12.50
{19.0%)

$41.50
(10.2%%)

$28.50

{-5.0%)

$22.00
(4.8%-(4.3%))

S16.50

(15.9%)

Seo appendx for further detals on transactions listed and for the footnotes

o

wr

Yes

Yes

Exchusive

No ’
negotianon
" Lamsted
No 5
auction
- Exchusive
Yes © J 0
negotaton
" Lamsted
Yes
anchon
No Broad asction
Broad
No

"
aucton

30 days

20 days

At deast 2

weeks

20 days

None

Noae

DRAFT

16.5% 21.0%
11.2% 18.9%
20.3% 26.9%
158 152

252% 260°%%
5.0%% (4.3%)
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DRAFT

SUMMARY OF KEY TERMS OF GO-SHOP PROVISIONS OF APAX-LED DEALS

Overview of Apax's U.S. Go-Private Transactions

everse Termination

Go Shop Termmanon Fee Fe Pre-Agreement Market
Days Conteacrual March? of Equity Value %o of Equuty Value Check?

Kinetic Concepts _ S$51.8mm / $155.4mm S$317mm :
drgEts 41 days Yes C - 3 No
(7/13/2011) g (0.9%-0.7%) ** (5.6%)
Epicor Software . % St5mm / $40mm S60mm &
(4/4/2011 30 days Yes AR LV R Yes
(4/4/2011) (1.8%/4.8%) (7.2%)
Hub Intemational “n $53mm - e

& N/A No

40-45 davs No /2 107
’ (3.1%)

{2/25/2007)

Notes: Seo appendu for further dotals on transactions listed and for the footnotes
PERELLA
WEINBERG
PARTNERS

Confidential
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LIMITED EXAMPLES OF SUCCESSFUL GO-SHOP PROCESSES

Fhere bave been TRANSACTIONS

fed exan

f af

Number of Deals with Go Shop Provision Successful Go Shops (% of Toral)

fransaclions suceessinily

combiel x‘/ hurswant o
i /

@ Z0-S0ap Processy of Initial Private Equity Buyer 100 ; 14 deals ;
Medran I-Month Prermium 26.7%

albs  annonnced i

Initial Strategic Buyer 51 1 deal

20P% ol rotal)

the last 10

years, Iess

:/“".'l"'.‘ lr," o ,'I 7 <

Median 1-Month Prenvium 35.3%
 solid to a
Total 151 15 deaks
"go-shop i 9.9% of total)
Median 1-Maonth Prermium 28.5%

NI

walely

o 1herds of Siecess

00 ."u;"'v DHYCTS Ity N Farger Initial Buyer Successful Go-Shop Buyer
been stratesie playery 1 Quest Software losight Venture Pastners, Vector Caputal D, I v 2012
2 Densnex Greenbasr Equay FransForce v 2010
3 CKE Restaurams Thoeas H. Lee Partaers Apolle 2010
4 Silicon Storage Techaalogy Prophet Equity Miccochip Technology v 2009
AMICAS, Ine Thoma Bravo Merget Healthease Sobations v 2000
6 SumnTotal Systems Accel KKR Vista Equty Partiens 2009
7 Barchiys Global lavestoss CVC Capatal Partoens Bhackiock v 2009
8 Greenfild Ondine Quadsangle Group Micronoft Corporatson v 2008
9  Canboa Marketing Cosposatson ValoeAct Cagtal Hellman & Foedman 2007 .
10 Evestast Workdwide Seneca Capatal, GLG Ove Hill, Gracse Caputal Sports Dicect Tuternational v 2007
I CEVA Freght The Woodbndge Company, Cemerbadge CEVA Inc v 2007
12 Acvotlex Holding Genenml Atlante, Francisco Partners Ventas/Golden Gate/ Goldman 2007
13  Toxd Healtheare Goldman Sachs, CCMP Capatal Commusuty Health Svstems / 2007
14 Maytag Corporation Goldman Sach, Ripplewood Whislpool Cosporatson v 2005
Souwrce: Capital IQ
Notes: Data based on transactions with 8 o-shop provision, strategic and go-private, in the last 10 years with transaction size above $100mm, targets in the US
(1) Based on transactions subject to 13E3 disclosure
PERELLA I
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DRAFT

KEY CONSIDERATIONS FOR THE SPECIAL COMMITTEE

» Isit the right time to pursue a sale of the Company?
— Attractiveness of offer and transaction certainty vs. standalone alternatives
— At what price (today) would it make sense to initiate a process (of any kind) to sell control?
~ Likelihood of superior offer from other parties
= Company entering critically important selling season
— Valuation impact and management bandwidth issue
~ Time required to complete due diligence, announce and close
= Apax perspective
— Timing
~ Buyer vs. seller, and at what price
~ Willingness to participate in a broad auction; and/or agree to minimal break fee, generous go-shop terms, etc.
= Favorable credit conditions currently

» Pre-agreement market check

Likelthood of higher offer

Apax reaction

Limited vs. broad solicitation

Risk and impact of potential leaks

Management disruption

= Effectiveness of “go-shop”

Limited examples of successful go-shop processes

|

Likelithood of superior offer from other parties
— Perception of Apax as “incumbent”

— Private equity reluctance to compete against an announced deal with another private equity buyer?

Apax willingness to support a superior bid

PERELLA
WEINBERG
PARTNERS
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V. APPENDIX
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DRAFT

ANALYSIS AT VARIOUS PRICES

(8 in millions, except per share data)

Current Ilustrative Range
Share Prce $30.11 $37.00 $38.00 $39.00 $40.00 $41.00 $42.00 $43.00 S44.00 $45.00
Impdred Presiwm [ (Discoant) to Current 22.9% 26.2% 29.5% 32.8% 36.2% 39.5% 42.8% 46.1% 49.5%
Implied Premium / (Discount)
52-Week High $33.65 107% 13% 16% 19% 22% 25% 28% 31% 34%
52 Week Low 19.69 88% 93% 98% 103% 108% 113% 118% 123% 129%
Implied Equity Value $743 $920 $M6 $972 S998 $1,023 $1,049 S1LO75 sLIM $1,126
Plus Debx 0 0 0 0 1] 0 0 0 0 0
Less Cash and Equivalents (57) (57) (57) (37) (57) (57) (57 (57) (57 (57)
Implied Enterprise Value S686 S863 $889 $915 s $966 $992 $1,018 $1,044 $1,069
Valuation Multiples Metric
EV/2012E Revenue $914 0.8x 09x 1.0x 1.0x 1.0x Lix 1.1x Lix 1Ix 1.2x
EV/2013E Revenue 1,050 0.7 08 08 09 09 09 09 1.0 1.0 1.0
EV/LTM EBITDA $9%6 Tix 9.0x 9.2¢ 9.5x 9.8x 10.0x 103x 10.6x 10.8x 11.1x
EV/2012E EBITDA 105 6.6 83 8.5 87 920 92 925 927 100 102
EV/2013E EBITDA 124 55 70 7.2 T4 7.6 7.8 80 82 54 8.6
Price/2012E EPS S183 16.5x 20.3x 20.8x 21.4x 21.9x 22.5x 23.0x 23.5x 24.1x 24.6x
Prce/2015E EPS 215 14.0 172 17.7 181 186 19.1 195 20,0 20.5 209
& EV/2012E Revenue $900 0.8x 1.0x 1.0x 1.0x 1.0x Lix 1.1x 1.Ix 1.2x 12x
; EV/2013E Revenue 1,024 07 0.8 09 09 09 0.9 10 1.0 1.0 1.0
Z EV/2012E EBITDA S1o4 6.6x Bix 8.5x B8x 9.0x 92.3x 9.5x 9.8x 10.0x 10.3x
O EV/2013E EBITDA 120 57 72 7. 7.6 78 8.1 83 85 87 89
w
= Price /2012E EPS S185 16.5x 20.0x 20.5x 211x 21.6x 222x 22.7x 252x 23.8x 243x
- Price/2013E EPS 215 140 172 17.7 181 186 191 195 200 205 209
Sowrce: Company flings, FactSet; Data as of October 31, 2012
Notes: Financial resuits for a stated year repcesent financials for the 12 month period ending January 31 of the foliowing year
PERELLA T z
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DRAFT

RELATIVE OPERATING METRICS: 2011A

EBITDA MARGIN

Heat’ operating

margins (EBITDA

31%
and EEBI'T) align with 230 230
X P A
ifs broader N peers 19% ,,2.- Q!',i'-
; P 5 Z ]‘,"43..0 I.‘“‘l‘,“" 13% 14% ]4""4”‘13"0
17 —8l — 8% 8% T% .
orontl) aperators ' || Vo
(4%)
E 2 2E¥ ywa» X£OEggLIMWeSHyE LgEESLGE EPMpmT Y O LLK
I 2%3F i §effiEmeii FEEizif fyfzii EZE
& Ew g EF 985 fzcr@aEces 2ufEZ e s tEpE &%
g s = - - B S T 5 = e 2@ 50 = 2@
5§88 N s sg#33% EBaaz 5870 Z g < B
283 8 23 3T Zef A 3 £ S 2
g < - B C 08V O % 8 w2 ¥ =
Other Teen Peers < E = 9 e e =
= = £ =
< =~ - o

. Growth Teen Peers
. Mid-Cap Specialty Peers

BIT MARGIN

Large-Cap Specialty Peers
High Growth Peers 2904
. OfY Prce Peers 22% 23¢ (30
18%48%

16% 116%45% s i 6d
e \ 12% 0% 1% 12°91991%

O :
S ——m— 4 1 8 8 A - -

x
*
E:

I

|

me
-
m

[ |
m :
E

= —
|‘2".,‘.
(9%)
IR 4 E JR YL e RO LJBJE2SE EXpTEY % =
3 ™ L = 5 '=.9.':'a:r.u-53;9.£ EEEECE'-' S & % 2 3 §-a7
= ETEE ES S2ET-moZ gz g u©= 5 9= B 2R oo g S F 4
RS E g g S E g = ::59 2% S EE & S v TR R E & <
c < N <-:‘x - B = 2 = #® S0 3 2 2/ « P
= 2 g b w @ S S .9 (1 - e O _35 - £
g 22 288 =358 6 S £z A &8 Z =
g << = cog U 2 § = 8 :
g & A £ -
< = -

Sowrce: Company Flings, Factset market data as of October 31, 2012

Note: Financial results for a stated year represent financials for the 12 month penod ending January 31 of the following year
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RELATIVE OPERATING METRICS: 2013E

{BI'TDA MARGIN

Heat’ operating

margins (EBITDA

) . 31%
and EEBIT) alion with g
2;!1” - °
s broader teen peers 4 23902%
20" o 3
R ; o, di 18% v i Me
oil s below projil %o 0 0 S % o 594 20
. d : ["".-, 13% l"".- 14% | 0 » ‘?—4‘:‘200 14% 14% 29/,
margins observed for o, 9% 9% 8% |
b orontl) aperators S B - A oy
| LTS
= 22 = N ® == 2 €2 mM e S ]G 2 83 B> g €K ER® =2m = 5 g X <
= *2 2 ¢ % =g&-€5mv=32 5 888883 S 3 =2 2 3 2=z
¥ fLTEE TS A<, Eismi-Ee YEELE-=-< ERZOEE sHG
= & s = J | O S~ B~ IR ) S g 2 oo 2 & B & E P A 41
c £ 3 F < - = 3 = - RE S50 ¢ 3 9 & - 2
= 2 N * S = = it (x s - o) O 9 = E ™ - o
Y 9 o =] <> % o 0y O & o = i B43 - - ) S
E 2 2 = a 1S OC2e0 = g o = v = =
Orher Teen Peers < Z 3 £ 'té - &
: £ B -
=~ - 5

. Growth Teen Peers
. Mid-Cap Specialty Peers

BIT MARGIN

Large-Cap Specialty Peers

High Growth Peers 28"..-’4” \

= 22% \ 210
. OIY Prce Peers \ 17 21 ‘le".i_“

s 16% % 0 e — i

Gaiag 12% Y2020 19,

>

G

:F —
Wz
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%

%
x
[}

129/ A
F 8358 . A0 LY LiMad Y LJEL2YgE E2pEFTYH ZTKL
bt % £ S < ﬁE.E«:‘.méE;E 335395: S g 2= 8 3 g 57
- a8 g = eSS osmE- 2 & v S E = O = < E 9SS 5 5 B e =&
e o g E = G g F o &=w E ¢ 2 Eg a2 oo 2 8 e E = E b <
s & & e < £ F = = 9 3 & fx 50 % s 2 & <
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Source: Company Filings, Factset market data as of October 31, 2012
Note: Financial rosuits for a stated year repeesent financials for the 12 month period ending January 31 of the following year
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RELATIVE GROWTH METRICS VS. SELECTED PEERS

I '4"‘1 ( /'N«',“’;

my s comp 2010A-2011A AVERAGE COMP STORE SALES

store sales performance
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RELATIVE GROWTH METRICS VS. SELECTED PEERS
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Source; Company Filings, Factset market data as of October 31, 2012
Notes: Financial results for 8 stated year repcesant financials for the 12 month pediod ending January 31 of the following year
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INDUSTRY LEVERAGE BENCHMARKS
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Source: Company Flings, Factset market data as of October 31, 2012
Notes: Financial results for o stated year represent financals for the 12 month penod ending January 31 of the following year
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P/E MULTIPLE BENCHMARKING

P/E VS. SAME STORE SALES GROWTH P/E VS. REVENUE CAGR
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Sowrce: Factset market data as of October 21, 2012; represents price 1o next twedve months’ EPS estimate
Note: Financial results for a stated year represent financials for the 12 month perod ending January 31 of the following year
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EV/EBITDA MULTIPLE BENCHMARKING

EV/EBITDA VS. SAME STORE SALES GROWTH EV/EBITDA VS. REVENUE CAGR
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Sowrce:  Factset market data as of October 21, 2012

Note: Financial results for 8 stated year represent financials for the 12 month penod ending January 31 of the following year
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ESTIMATED E-COMMERCE CONTRIBUTION TO TOTAL SALES - SELECTED PEERS

E-COMMERCE TO TOTAL SALES

40%
3%
0% —
20% 200%
20%
12.50%
10%
10%
5". Sl) o 51' R
0%
The Limited Abercrombie Urban Amencan The Gap  The Limited Ascena Hear (2017)
(Vicrona's & Firch Outfitters Eagle (Bath & Body
Secret) Outhitters Works)
Sowrce: Equity resaarch estimates and Heal management Long Range Plan
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EV/EBITDA MULTIPLE SINCE IPO

DRAFT

Heat was anarded a o ("I"“"h (l)'h“ Mid (;"I'P :’“'
w Heat Teen Teen Specialty rice
“bish sromth”™ multipl ;
b Rk g N s |Current 5.9x 6.2x 3.8x 47x 7.9x
at the time of its IPO 1-Yr. Avg. 5.9x 8.4x 4.9x 4.2x 8.2x
wien the company was ;2-\'r. Avg, 6.8x 8.9x 4.7x 4.6x 7.3x
2 ' . {Since Jan. 2010 7.6x 8.8x 4.9x 4.9x 6.8x
posting bieh single dizit
gl > 12.0x -
comp, in line with high
gronth peers
Sevinming i AAupus
/ o s l/‘\ <4 9.0x i » \_ { . Off-Price Peers
2010, the (.f/l)//'.‘alli}',‘\‘ l 7.9%
miltiple bas comi
under pressure as Heat
posted negative to low \ . Heat
e , 6.0x 5.9
single digit guarterly A y 5.9x
. 0 . " ]
COmps: (& ongpany *‘ ) W
crrrently trades in fine [ "'P“;“_!‘\ Peers
~ X |
with mature peers, at a G
disconnt to /n.‘fg/ ) gron th 308 Other
- Teen Peers
/ Wers 3.8x
00x y v v v v v - ’
Jan-10 May-10 Aug-10 Dec-10 Ape-11 ful-11 Nov-11 Feb-12 Jun-12 Oct-12
Source: Factsel market dala as of October 31, 2012
Notes:  Avallable data for Heat starts on January 14, 2010, 2 months after the PO
Growth Teen Poers Include; ZUMZ and TLYS
Othor Teen Pears indude: ANF, ARO and AEQ
Mid-Cap Speciaity Retaill Peers include BEBE, CMRG, CATO, C8K, CTRN, DEST, BOTT, JOSB, PSUN and WTSLA
Off-Price Peers include: ROST, ASNA and TJX
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PEG RATIO SINCE IPO
2,0x 5 .
PEG Ratio
Growth Other Mid Cap Off-
Heat S&P 500 Teen Teen Specialty Price
Current 0.8x 1.2x 0.9x 1.0x 0.7x 1.2x
1-Yr. Avg, 0.7x 1.ix 1ix 1.2x 0.8x 1.3x
2-Yr. Avg 0.8x 1.2x I.1x Llx 0.8x Lix
Sinice Jan, 2010 0.9x 1.2x 1.2x 1.1x 0.9x 1.1x
1.5x

/ﬂ Off-Price Peers
v ‘ 1.2x

v Other
1.0x 0%
I'een Peers
1.0x
Heat
0.8x
” Mid-Cap
Specialty Peers
0.7x
et —
0.5x T . : : Y
Jan-10 May-10 Aug-10 Dec-10 Apr-11 Jul-11 Nov-11 Mar-12 Jun-12 Oct-12
Source: Factset market data as of October 31, 2012
Notes: Available data for Heat starts on January 14, 2010, 2 months after the IPO
Growth Teen Peers include: ZUMZ and TLYS
Other Teen Peers include: ANF, ARO and AEQ
Mid-Cap Specialty Retall Peers include BEBE, CMRG, CATO, CBK, CTRN, DEST, HOTT, JOSB, PSUN and WTSLA
Off-Prica Peers include: ROST, ASNA and TJX
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HEAT RESEARCH ANALYSTS’ RETAIL COVERAGE UNIVERSE

JANNEY PIPER JAFFRAY
AVONDALE BAMIL MONTGOMERY JEFFERIES JP MORGAN NOMURA COs
P/ 2012% LT EPS
EPs ( th Joff Black Loeraine Huschinson  Adoenne E Teomant Randal | Konik Brian | Tumick Paul Lejucz e S Wissink
Hext 16.3 16.407% v v v v v v v
: Growth Companies (out of Total Coverage Universe) 1/9 /U 3/ /2 4/ 4/ 24 2/ 2 :
' |
| Growth Companies (%« of Tozal Coverage Universe) "% 21% 1% 2% 17 1% 1™ !
Coach 15 15.0%% v v v v v
Fonsd 163 17.8% v
i
E Francesca’s Holdugs 0.1 0.5% v v v v
<
% Lahilerson B0 25 5%, 7 7
- .
E Mactud Koes 375 2.5% v v v
2 T 175 17.0% v A
<o
=
S Tuau 18 2.5% v v v
=
=
-
Vers Beadliey 154 185% v
Lunuez 158 2040M% v 7 v
Abercroambue 122 17400 v v v v v v v
Acas Tavlor 159 10 v v v v v v
a Afropestale 126 10.0%% v v v v v v
=
Z z 3
< Amencan Eagle Outfinten 152 1200 v v v v v v
s
8 Ascens 126 1300 v v
g Bebe Ssoces 165 2.0% v v v
i Body Ceateal e 200 v v
Buockle 136 104m% v v v
Cluco's 175 15400 v v v v v
Sowrce: Capital IQ
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HEAT RESEARCH ANALYSTS’ RETAIL COVERAGE UNIVERSE (CONT’D)

JANNEY PIPER JAFFRAY
AVONDALF BAMIL, MONTGOMERY JEFFERIES JP MORGAN NOMURA COS
P/ 20128 LT EPS
Ps Growth Joff Black Loeraine Hutchinson Adrienne E Teonamt Randal | Konik Brian ) Tunick Paud Lejoez Stephanie 8 Wissink
Cluldren's Place Retul Stoces 177 800 v v v
Gep 167 1000 v v v v v v v
Genesco 14 1800 s
Gisen” 14 11.5% v v
Gymbocee /s a/e v
Hot Tope 19.7 26,00 v v
J Crew /s a/s v v
Jos. A Bank 125 NA v v
g Lazsted Beands 167 12.9% v v v v v
<
% Men's Weashouse 113 8.3% v v
L
:5 New York & Compaay n'a 17.5% v
2
- Paats Surmwrar of Califorma NM 7.5% v v
=
Regss Cogp X9 100 v
Ross Stoees 174 14.1% v v v
Skullcandy 105 20.00% v
Talbots n/'a ala v v
Tiltaowy 176 LA v v v v
TN 167 1200 v v v
Utban Outfirrers 225 1800 v v v v v v
Wet Seal NM 31.5% v
Sowrce: Capital IQ
PERELLA Confidential &
. . SAmbdoenia >
WEINBERG
PARTNERS

For more investment banking materials, visit www.10xEBITDA.com



http://www.10xebitda.com/

DRAFT

LULULEMON ANALYST COVERAGE

Growth Retail Coverage vs. Growth Retail Coverage

Analyst Total Coverage (% of Total)
1 Chnstopher Graje Argus Research Company 2/29 6.9%
2 John D. Morms BMO Capiral Markers 2/15 13.3¢
3 John Zolihs Buckingham Research Group 1 /16 6.3%
4 John D. Kernan Cowen and Company 3/16 18.8%
5 Chrosnan Buss Credit Suisse 4/17 23.5%
6 Andrew Bums DAL Davidson 2/15 13.3%
7 Omar Saad ISI Group 4/33 12.1%
8  Adnenne Tennant Janney Montgomery 4/18 22.2%
9 Taposh Bari Jeffenes & Company 1/4 25.0%
10 Edward |. Yuma KevBanc Capiral Markets 5/27 18.5%
11 Lizabeth Dunn Macquarie Research 3/13 23.1%
12 Kimberdy C. Greenberger Morgan Stanley 3/ 19 15.8%
153 Paul Lejuez Nomura Secunties 2/18 11.1%
14 Pamela Nagler Quinnliano Oppenheimer 2/16 12.5%
15 Howard Tubin RBC Capiral Markers 2/16 12.5%
16 Enka K. Maschmeyer Robert W. Baird 4/16 25.0%
17 Sam Poser Sterne Agee & Leach 1/16 6.3%
18 Jim Duffy Stfel, Nicolaus 1/15 6.7%
19  Roxanne Mever UBS Investment Bank 2/16 12.5%
20 lh-n.\‘ Y. Chen Wedbush Secunines 4/19 21.1%
21  Sharon Zackfia William Blair & Company 3/21 14.3%
Average
Median
Source: Capaeal IQ
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DCF ANALYSIS: SENSITIVITIES TO KEY ASSUMPTIONS

SHARE PRICE SENSITIVITY TO COMP AND MARGIN

LRP DCF based on 5.5x LTM EBITDA exit multiple and 13.0% WACC

Comp Sales Growth vs. Gross Margin Comp Sales Growth vs. EBITDA Margin
Gross __Comp Store Sales Growth EBITDA Comp Store Sales Growth_

Margin 0.0% 1.0% 2.0% 3.0% 4.0% 5.0% Margin 0.0% 1.0% 2.0% 3.0% 4.0% 5.0%
36.0% $26.89 S28.43 $30.01 $31.65 $33.33 $35.07 11.0% S31.46 §32.37 $33.31 $34.28 $3528 $36.31
37.0% 29.91 31.53 33.20 34.92 36.70 38.53 11.5% 33.02 33.97 34.96 3597 37.02 38.10
38.0% 3293 34.63 36.59 38.20 40.06 41,99 12.0% 34.37 35.57 36,60 37.66 38.76 39.89
39.0% 33.95 37.73 39,57 41.47 4343 4545 12.5% 36,13 37.17 38.25 39.35 40,50 41.68
40.0% 38,97 40.84 4276 4475 46,79 48,90 13.0% 37.68 38,77 39.89 41.04 42.24 43.46
41.0% 41.99 43.94 4595 48,02 30,16 52.36 13.5% 39.24 40,37 4153 42.74 4397 45.25
42.0% 45.01 47.04 49.14 51.30 53.52 55.82 14.0% 40.80 4197 43.18 44.43 45.71 47.04

SHARE PRICE SENSITIVITY TO NEW STORE OPENINGS, PER STORE SALES AND WORKING CAPITAL MANAGEMENT

Average Sales Volume Midpoint Incremental Improvement o Midpoint
New Store Openings Midpoint Per New Store DCF Value A/P to Inventory Ratio DCF Value
Per Year DCF Value S800 $34.54 (15.0%) $39.92
80 $35.15 200 37.38 (10.0%) 40.97
100 39,10 1,000 40.22 (5.0%) 4201
120 43.06 1,100 43.06 0.0% 43.06
140 47.01 1,200 4590 5.0% 44.10
160 50.97 1,300 48.74 10.0% 45.15
1,400 51.58 15.0% 46.19
Source: Management's Long Range Plan
Notes: Financial results for a stated yoar represent financials for the 12 month penod ending January 31 of the following year. Values as of Oclober 31, 2012, Shaded columns
repeosent the current management case
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VALUE CONTRIBUTION OF CANADA AND E-COMMERCE OPERATIONS

S50.00 . 3 . "
SO LRP DCF based on 5.5x LTM EBITDA exit multiple and 13.0% WACC
: T
S1.81 A S43.06
S1.58 oo o
$39.66
*  Opening of 85 stores in
Canada in 2014-2016
$25.00 4
SO.00 4
US Retail Canada L-Commerce Total
Sowrce: Management's Long Range Plan
Notes: Financial results for a stated year represent financals for the 12 month penod ending January 31 of the fallowing year. Values as of Oclober 31, 2012
PERELLA Confidential V)
WEINBERG R T :
PARTNERS

[ For more investment banking materials, visit www.10xEBITDA.com



http://www.10xebitda.com/

LEVERAGED BUYOUT ANALYSIS

PERELLA

WEINBERG

PARTNERS

SUMMARY FINANCIAL PROJECTIONS

Fiscal Year of

DRAFT

(LSS matlsns; exvepd per rhave) 202K W13 WHE 2015E 2016 2017E
Revenue $914 $L030 $1,234 S1,457 $1,668 $1,599
EBITDA 105 124 132 187 26 265
Less: D&A (353) (3 (44) (51) (57) (64)
EBIT $72 586 S108 S156 S168 $201
Net Income S 45 S64 $86 sin
Plus: Depreciation & Amortization 39 44 51 57 o4
Plus: Stock Compensation Expense 14 14 19 24 32
Less: Increase in Working Capital | ") (1) (13) (15)
Plus: Otlser Cash Flows 12 1 1 10 10
Less: Capex (36) (68) (69) (74) 62)
Levered Free Cash Flow $41 S40 S68 $93 $145

DEBT PAYDOWN AND CREDIT STATISTICS

Fiscal Year of

(LSS motlens; exvepd per rivem) 2012PF 2003 2014E 20055 20161 2017k
Tenn Loan $314 $273 §253 S166 §75 SO
Suboedinared Debe 209 209 209 209 209 209
Total Debt $523 $483 $443 $37% $282 S209
Less: Cash (25) (25) (25} (25) (25) (95)
Net Debr $498 $458 S418 $350 $257 Sii4
CREDIT STATISTICS
Towal Deln / L'TM EBITDA 5.0x 3.9x 29x 20x 1.2x 0.8x
Total Adjusted Debr / L'TM EBITDAR 6.2x 5.6x 4.9x 4.3x 37x 3.3x
EBITDA/ Interest Expense 22x 5.4x 4.4x 5.7x T9x 11.3x
(EBITDA.Capex)/Intesest Expense 1.0x 1.9x 24x 3.0x 53x 8.7x
Debr / (',,.lm,(l 50.4%, 48.4% 44.1% 37.6% 285.4% 20.3%%
Source: Management's Long Range Plan
Notes: Financial results for a stated yoar represent financals for the 12 month perod ending January 31 of the following year. Stock basad compensation expense is added
back for unlevered free cash flows, however, assumes 7.5% management peomote
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WEIGHTED AVERAGE COST OF CAPITAL ANALYSIS

ASSET BETA ANALYSIS WACC ANALYSIS

Levered Debt / Unlevered
Company Beta Equity Beta Cost of Equity
Heat 1.13 0.0% 1L13 US. Risk Free Rate® 37%
Teen Peers Unlevered Beta 1.13
SRR, e 3 3 : ) )

Amernican Eagle 113 0.0 113 Target Debt / Capitalization 0.0%
Abercrombie & Fitch 1.49 2.9% 146 .
Aeropostale 1.00 0.0% 1.00 Relevered Beta 1.13
Zimier 136 0.3% 1.36 Equity Risk Premium ! 6.6%
Tilly"s 0.35 1.0% 0.55 Adjusted Equity Market Risk Premium 7.53%
Teen Peers Mean 107 0.8% 1.06 Size Premium'" 1.8%
Teen Peers Median 113 0.3% 113

Cost of Equity 13.0%

Mid-Cap Peers
Jos A Bank 1.08 0.0% 1.08 Cost of Debt
CATO 1.09 0.0% 1.09 h . .
Hot Topic 1.03 0.0% 1.03 Cose of Debt (Pre-Tax) $.0%
BEBE 1.24 0.0% 1.24 Tax Rate 40,0%%
Destination Maternity 1.05 6.0% 1.01 Cost of Debt (After-Tax) 2.4%
Wet Seal 1.15 0.0% 1.15
Casual Male Retail Group 1.48 0.0% 1.48 %% Debt 0.0%

"o .y 0 -
Citi Trends 1.42 0.0% 142 % Equity 100.0%
Chnstopher & Banks 1.57 0.0% 1.37
Pacific Sunwear of Californs 147 62.6% 1.07

Ol o Weighted Average Cost of Capital
Mid-Cap Peers Mcan 1.24 6.9% 119
Mid-Cap Peers Median 1.19 0.00% 1.12

Blended Mcan
Blended Median A8 0.

High 62.6%
Low 0.0%

Sowrce: Bloombecy. Company Filings
Notes: {1) 5 year unadqusted beta
{2) Assumes 40% tax rate for peers
({3) Based on yield on 10-Year U.S. Government Bond as of October 31, 2012
{4) Based on 2012 Ibbotson Report
{5) Assumad weighted-average cost of refinanced debt
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SHAREHOLDER OWNERSHIP PROFILE

INSTITUTIONAL INSIDERS

% of Total % of Total
Shares Shares
Institutional Ownership Shares Held Qutstanding Insider Ownership Shares Outstanding
T. Rowe Price 2.338,50) 9.3%, .\pﬂV Parinect 7.091.919 20.0%
Wasarch 2,006,868 8.2% :
Weligion atageice 1713498 e Fisch Robert N 931,364 3.8%
Fronter Capital Maoagement 1,295,997 5.3% Bugnar John Perry 109,493 0.4%
Black Rock 1.091.119 45% Kucinsks Judy M 67,500 0.3%
The Vanguard Group 888 755 3.6% RC)‘H(JI('" Kim A 26,359 0.1%
M. A Weatherbie & Co 66,498 31% Top 5 Insiders 8,226,635 33.6%
JPModgan Investunent Managensent 733,866 3400
DIC et S6T10 23% Other Insiders 71,090 0.3%
Next Century Growth lovestors 542,831 22%
Wells Capital Management 05347 L. T%
Goldina Seghs Asset Managareat 357818 15% Total Insider Ownership 8,297,725 33.9%
BlickRock Advisors 351,99 14%
MES Investment Management 284.0%) 1.2%
\merican Century [nvestment Masageasent 219273 1L1%
Segall, Brvant & Hamill Investunent 239817 1.1%
Dalton, Gremner, Hartman, Maher & Co, 22967 0.9% Institutional
Notthem Troust Investments 208,545 0.9 66.1%
Emerald Advisers 206,277 0.8%
Top 20 Institutional Holders 14,866,181 60.7%
Other Instiotional Holders 1,524,886 5.4%
Total Institutional 16,191,067 66.1% Insiders
33.9%
Source: Factset LionShare, total share count as of October 31, 2012
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OVERVIEW OF APAX’S U.S. GO-PRIVATE TRANSACTIONS

1pax: Partners bas
been mralved i 6 26-
provate Iransaclions
involving US.-listed
-h/ll['ulllh'.a.' af those, 3
transactions involved a
20 ,o/mj') ‘f)rr,/'/'_\/r,;,';

Ipax: did not have an

inenmbent stake in any

of these sitnations
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SGOSHOF™ TRANSACTIONS

. ¢ 300 " Bl $51 Serany =

“,"r" Ay ::'n . o “. 1 $6,300 No Yes No e . 3 deyy $155 e ‘, xﬂ:"" 0 sy Yes 16.5% o

oL 24 .30 Gegtution 0.0% 0.1 @ L
S 12 Limited $1 henen £

Egwcor Softwe 35050 2% i o Yer % haled.. - e $40mn e Y0 s No N2 189

44001 (1948 -t . N
1A

b Lrsteunatioma .6 438 3 1803 No Yer vy iy Al g N/A WS dn No ™ S
(225200 10 negotiten weeks (A%

OTHER TRANSACTIONS

Backtine $1850 : A Lanioer) $30am Not e 4 4

773000 $50 00 e y $n No No 't Yoo ! ) X dersy A9 appbeabls ™ Ym 1N 152

Teartio $21.00 $22.00 = ) §50xman Not . %

(/1172008 S0 (638N 5 L No Yoo No Beoad mxtoa Noas 1404 appSeabie w Yo Br. N0t
Tomuny HiGge se%0 . = - - Bocwd - §50ven Not Not

0 L No No 2 » S0 »

12723/2005 SN 159 - i N w ® o 00 oot 28N pplcatie ™ apleatle "
Sowrce: Company Flings
Notes: (1) Apax and Knetic Concapts held exclusive talks prior 10 contacting and negotiating with other buyers as parmitted by the go-shop agreement

(2) $52mm i a wansaction s made with an alteenative buyer induded in the pre-identified go-shop list as part of the merger agreement batween Apax and Kinetic Concepls
{3) Board contacted various other parties to seck an alternative proposal for the company, however, other parties later dropped out of the process

(4) Soard appointed a committee of independent direciors only %0 oversee the go-shop process

(5) $15mm # a ransaction is made with an altermative buyer inchuded in the pre-dentfied go-shop list as part of the merger agreement batween Apax and Epicor

(6) Final bid was lower than the 1% and 2™ bids due to deternorated fnancial conditions of Bankrate during the due dligence process

(7) Bank I d licited inbound inquines from financial sponsors prioe to the and d & conidk ity agreement with ane other sponsor who

ultimately didn't make an offer
(8) Compased of 3 directors, called "disinterested directors” during the process
{9) Under the Merger Agreement, Bankrate could specifically enforce Apax 10 pay a termenation fee 1o SBankrate equal to the full transacton price if Apax chose 1o terminate the
Mevger Agreement
(10) Apax and Hub International held exclusive talks prior to contacting and negotiating with other buyers as permitied by the go-shop agreement
{11) Initiad non-binding offer included a provision for the contractual right %o match any competing offer. This clause was later removed per the reques? from Hub board of directors
{12) Apax responded to an inquiry by the company’s advisors as part of company's review of its strategic alternatives including a potential acquisition by a sponsor
(13) Composed of 4 s, called "Disir d O 5", who had no economic interest and would not retain an economic interest in the Company foliming the transaction
{13) Company conducted 3 broad auction process with 2 phases for bids
(14) Company management, s part of its intention 1o acquire the company, contacted Apax along with certain other financial sponsors, in order 10 discuss plans 10 make a joint bid

for the Company
{15) T 1neg 15 were conducted by the independ: . (Following the board ting 1o discuss the first bid by two company executives and Apax, the
axecuvos loft their role at the Company at the request of the Ch 'CEQ)

{16) Transaction had & "no-shop™ provision with a Sduciary out 10 S0C0ept & SUPeror proposal
{17) Apax was given three-day matching rights folliowed by Biree-day “last look™ matching rights
{18) Apax was given five-day matching rights followed by two-day “last look” matching rights
63
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GO-SHOP PERIOD IN RECENTLY ANNOUNCED TRANSACTIONS — LAST 2 YEARS

I Iy o0 \/m," D riod Das I'ransa n

(Smm)

Announced Date Target Acquirar

areraged ~40 days in

. : 07/16/2012 Par Phasmaceatical Compares loc TPG Capatal, LT, $2.239 38
recently annomnced 05/29/2012 Interkne Brands Inc Goldman Sachs Group, Merchant Banking Divissong P2 Capatal 1,134 30
transactions involvs 05/22/2012 Bemhaoa Inc Avgela, Gordon & Co., Povate Equaty Group 296 30
20 H"l/)",' ‘,‘.)/"", viion 05/01/2012 P.F. Chang's Chens Bustro, Ine Centerbodge Partoess, LT, 1,109 30

™M/16/2012 The Eddman Fimanaal Group, Inc Lee Equity Partness LLC 263 45
11/07/2011 Amencan Dental Partners, Inc JLL Partners 39 20
10/03/2011 Pharmuaceutscal Product Developmeat, LLC Hellman & Foedman 11LC; The Casdyle Group LP (NasdagGS:.CG) 3,875 30
08/03/2011 Gilobal Traffic Network Inc GTCR, L1LC 277 a2
07/13/2011 Kinetic Concepts Tnc Apax Pastners; Canada Pensson Plan; Pablec Sector Peasion 6,292 31
07/05/2011 Immuicor Inc TPG Capaal, LP. 1,945 )
06/13/2011 Getbes Saennfic, Inc Vector Capetal; CITIC Caparal Partoers 28 45
05/12/2011 DEI Holdsngs, Tue Chatdesbank Capstal Partoess, L1C 14 35
N/26/2011 SMART Modukis Technologes (WWH), Inc. Silver Lake Partness 06 45
04042011 Epscor Softwasge Corpoeatson, Apax Pastnees LLP i

Peioc to mesgee with Eagle Pasest, Ine. L2 )
/0172011 SRA Internatonal, Tne Peovadence Equty Pactners 110 1,886 30
03/03/2011 Sotera Defense Solutons, Ine. Ares Mapagemsent 11.C 313 30
12/23/2010 o Ann Stoges, Tnc. Leoaad Green & Paniness, LP 1,664 53
11/25/2010 Del Moate Corporation Kohlberg Kiavis Robests; Vestar Capital Pantness; Centerview Capiral 5,482 45
11/23/2010 |. Crew Group, Inc. Leosued Green & Pantoess, P TPG Capaal, LP. 2,991 85
10/27/,2010 CommScope, lnc. The Casdyle Group 4,460 0
10/18/2010 Comamezciad Barge Line Comgany Platmum Equiry, 11C 787 e
10/11/2010 The Gymbotee Corpotation Bains Capaal Pavate Equty 1,807 )

Average

Median

Min
Max

Sowrce: Capital IQ
Notes: Includes Go-privale ransactions in the last 2 years with lransaction size above $100mm, targets in the US
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FRANSACTION | LOAN RATINGS DERT
SIZE SIZE (S&P/Moody's) | PRICING

DEBT PRICING IN RECENT LBO TRANSACTIONS

(8 in milltons)
ANNOUNCEMENT]
COMPANY FINANCIAL SPONSOR DATI

Cf\bn : ; 24-Jul-12 NA $105 NR/NR  L+325
DAVID'S BRIDAL . 27-Sep-12 $1,050 645 B2 /B L+375
% CCMP_ 12-Sep-12 NA 225 B2/ B L4500
PartyCity THL 10-Jul-12 2,690 1,525 B1/B L+450
O Payless i, 7-Sep-12 NA 555 NR/NR  L+600

m m 13-Jun-12 NA 225 Ba3 /B 1.+300

24-Apr-12 295 147 B1/B L+650
Sowrce: Capital IQ, Standaed & Poor's
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HEAT INSTITUTIONAL SHAREHOLDER COST BASIS

Ownership Position Chg. Since  Est. Avg.
Institutions Current Jun-12 Mar-12 Dee-11 Sep-11 Jun-11 Mar-11 Mar-11 Cost Basis
1. T. Rowe Price Assocutes 2339 2339 3.006 2.687 2.697 2077 2,105 11.1% $258.10
2 Wasatch Advisors 2.007 2007 2475 1.452 0,000 0.000 0.000 NM 24.88
3. Wellington Management 1.713 1.713 2899 2941 2.370 1.088 0.383 347.7% 27.21
4, Frontier Capital Management 1.296 1.296 1.356 0.999 0512 0.000 0.000 NM 26.15
3. BlackRock Fund Advisors 1.091 1.091 1.033 0.857 0.802 0.796 0.439 137.9% 29.33
6. The Vanguard Group 0.889 0.889 0.837 0.809 0.767 0.741 0.585 52.0% 30.89
7. M. A. Weatherlne 0.766 0.766 0.686 0.628 0.571 0.614 0.691 11.0% 27.50
8. JPMorgan Investment Management 0.734 0.734 0.011 0.011 0.011 0.011 0.000 NM 28.02
9. State Street Global Advisors 0.567 0.567 0.607 0.561 0.482 0.453 0.516 9.9% 30.34
10, Next (‘.rntur‘\' Growth Investors 0.543 0,543 0.200 0.19 0,171 0.195 0,504 78.8% 27.93
11, Wells Capital Management 0.405 0.405 0.436 0.479 0.450 0.445 0.426 (4.9%) 28.13
12, Goldman Sachs Asset Management 0.358 0.358 0,484 0519 0.390 0.404 0.370 (3.2%) 28.84
13. BlackRock Advisors 0.352 0.352 0.337 0.419 0.451 0.447 1.292 (72.8%) 30.77
14, Dimensional Fund Advisors 0.338 0.338 0,290 0.290 0,256 0.135 0.083 308.7% 29.10
15. MES Investment Management 0.284 0.284 0.270 0.000 0.000 0.000 0.000 NM 25.73
16, Amencan Century Investment Management 0.279 0.279 0.025 0,052 0.000 0.000 0.000 NM 27.64
17, Segall, Bryant & Hamill Investment Counsel 0.260 0.260 0214 0.000 0.000 0.000 0.000 NM 26,03
18, Dalton, Greiner, Hartman, Maher 0.230 0.227 0.000 0.000 0.000 0.000 0.000 NM 2799
19. Northern Trust Investments 0.209 0.209 0.204 0.200 0.192 0.186 0.173 20.9% 29.45
20. D. E. Shaw 0.206 0.163 0.182 0.177 0.161 (.082 0.082 151.3% 28.37

regate Ownership (mm shares) 14.866 14.520 D : ; 10,283 7.67 A67 Estimated Weighted
ge From Prior Period 0.3% (4.7%) 3% 34.1% 2.7% A Avcrage Cost Basis

Average Price During Period $28.60 $27.98 $25.6 $28.75 $30.46 $31. $27.73

Char

Source: FactSet as of October 31, 2012
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COMPARABLE COMPANY ANALYSIS - KEY METRICS

%o of 52 Week Market Ent. LV / Revenue EV / EBITDA Price / EPS EBITDA Margin
Company High Low Cap. Value 2012E 2013E I'T™M 2012E 2013E 2012E 2013E 2012E 2013E

Heat 89% 153% $743 $686 0.8x 0.7x 7.Ix 6.6x 5.7x 16.3x 14.0x 11.6% 11L.7%
Teen

American Eagle 87% 167% $4,227 $3,525 1.0x 10x 7.8x 6.3x 5.7x 152x 13.5x 16.3% 17.3%
Abercrombie & Fiech 40% 107% 2563 2,306 0.5x 0.5x 5.2x 4.0x 3.7x 122x 102x 13.1% 13.4%
Acropostale 52% 102% 985 815 0.3x 0.3x 4.6x 42x 3.6x 12.6x 102x 8.0% 8.8%
Growth Teen

Zumicz 607 122% 811 717 LIx 0.9% 8.3x 6.9% G.0x 15.8x 14.1x 15.4% 15.8%
Tilly's 82% 118% 454 410 0.9x 0.7x 9.2x T2« 6.3x 174x 16.1x 11.9% 11.8%
Teen Peers Median 60%  118% 0.9x 0.7x 7.8x 6.3x 5.7x 15.2x 13.5x 13.1% 13.4%
Jos A Bank 83% 118% S1L316 S$1,024 0.9x 0.9x 5.5x 5.2x 4.6x 12.5x 1LIx 18.1% 18.4%
CATO 88% 124% 844 567 0.6x 0.6x 44x 4.5x 4.3x 12.8x 123x 13.3% 13.6%
Hot Topic 79% 132% 359 295 0.4x 0.4x 5.0x 4.6x 4.1x 19.7x 17.0x 8.7% 92.2%
BEBE 42% 102% 341 160 0.3x 0.3x NA S54x S5.4x 46.3x 36.2x 5.7% 5.6%
Destination Matermty 84% 140¢% 263 247 0.5x 0.4x NA 3.2x 5.1x 13.4x 12.2x 8.7% 8.8%
Wet Seal 66% 118% 258 112 0.2x 0.2x 4.8x NM 43x NM 47.7x (1.9%) 4.5%
Casual Male Retail Group 82% 140°% 191 181 0.4 0.4x 6,0x 52x 49x 16.1x 154x 8.5% 84%
Citi Trends 75% 156% 190 135 0.2x 0.2x 11.0x 5.0x% 3.7x NM 24.6x 4.1% 5.3%
Chnstopher & Banks 80% 309% 120 79 0.2x 0.2x NA NA NM NM NM NA 0.1%
Pacific Sunwear of California 62% 145% 119 158 0.2x 0.2x NM NA 11.0x NM NM 0.0% 1.8%
Mid-Cap Peers Median 850% 136% 0.4x 0.3x 5.0x 5.2x 4.6x 14.7x 16.2x 8.5% 7.0%

Source: Company Filings, Factsel marke! data as of Oclober 31, 2012
Note: Financial results for a stated year repcesent financials for the 12 month period ending January 31 of the following year
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COMPARABLE COMPANY ANALYSIS - KEY METRICS (CONT’D)

Yo of 52 Week Market Ent. LV / Revenue EV / EBITDA Price / EPS EBITDA Margin
Company High Low Cap. Value 2012E 20131 L'T™M 2012E 2013E 2012E 2013E 2012E 2013E

Large-Cap Retailers Peers

Gap Ine, 94% 205%  S17.805  $17.305 Lix 1.1x 8.0x 7.5x 7.0x 16.7x 14.8x 15.0% 15.4%
Limited Brands 92% 127% 14,551 17,895 1.7x 1.7x 8.4x 8.7x 8.1x 16.7x 14.7x 19.7% 20.5%
Urban Outfitters 88% 1533% 5352 5,081 1.8x 1.7x 12,7x 10.6x 9.1x 2.5x 18.8x 17.4% 18.3%
Chico's 94% 194% 3,184 2,826 1Lix 1.0x 7.8x 7.2x 6.3x 17.5x 14.9x 15.2% 15.6%
Buckle 0% 124% 2,199 2,001 1.8x 1.7x 7.2% T 6,8x 13.6x 13.1x 25.3% 25.2%
Guess? Inc. 67% 105% 2,128 1,873 0.7x 0.7x 4.5x 5.5x 4.7x 11.4x 10.0x 13.5% 14.4%
Ann 88% 162% 1,736 1,603 0.7x 0.6x 6.4x 5.8x 53x 15.9x 13.6x 11.5% 11.9%
Large-Cap Peers Median 2%  153% LIx LIx 7.8x 7.2x 6.8x 16.7x 14.7x 15.2% 15.6%
High-G hP

Lululemon 85% 165% $9914 $9.475 6.9% 5.6x 182x 229« 182x 38.0x 30.6x 30.4% 30.9%
Under Armour 86% 150% 3,568 5,499 3.0x 2.4x 17.4x 21.5x 174x 42.7x 34.4x 13.7% 14.0%%
Fossl 63% 139% 5,352 5,339 1.8x 1.6x 8.3x 9.5x 8.3x 16.3x 14.0x 19.2% 19.5%
TUMI 78% 155% 1,521 1,558 3.9x 3.3x 15.0x 17.8x 15.0x 314x 27.6x 21.9% 2.0%
Francesca's 80% 194% 1,351 1,348 4.6x 3.7x 15.5x 16.9x 13.5x 30.1x 24.6x 27.3% 27.1%
Vera Bradley 65% 158% 1,218 1,236 23x 2.0x 8.9x 10.3x 8.9x 18.4x 15.7x 22.3% 226%
High-Growth Peers Median 79% 156% 3.4x 2.9% 14.3x 17.3x 14.3x 30.8x 26.1x 22.1% 22.3%
Off-Price Peers

TIX 89% 146%  $33,320  §$32309 1.5x 12x 8.3x 9.1x 8.3x 16.8x 15.0x 14.0% 14.4%
Ross Stores 86% 1453% 14,010 13438 14x 1.3x 5.4x 921x S.4x 174x 15.5x 15.3% 15.5%
ASNA 88% 156% 3277 3,458 0.8x 0.7x 57x 6.9x 5.7x 15.7x 11.4x 123% 11.9%
Off-Price Peers Median 88% 146% 1L.3x 1.2x 8.3x 9.1x 8.3x 16.8x 15.0x 14.0% 14.4%

Source; Company Filings, Factset market data as of October 31, 2012
Note: mermwa‘modpumpromlmmblofhIZMmWemewyalolmblme
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