








Comps don’t tell the whole story, part 2

Productivity of new stores tells more about what is going on
m Average store productivitg of existing stores increased in 2008,
in line with comps, from $1.4 million to $1.7 million

m Productivity of new stores at $1.8 million is outpacing existing stores,
which are 35 months old on average
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New Store Economics

New Store Economics

Initial inventory $100,000
Store buildout 500,000
Total $600,000
First year sales $1,500,000
First year four-wall contribution 450,000
Contribution margin 30%
Cash payback period (months) 16

New Store Economics (Sharper Image)

Initial inventory $100,000
Lease acquisition cost 75,000
Store buildout 75,000
Total $250,000
First year sales $1,800,000
First year four-wall contribution 500,000
Contribution margin 28%
Cash payback period (months) 6
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Long-Term Performance Goals

= Comparable store sales: high single digit

= Unit growth: 20% per year

= Wholesale growth: mid single digit
= EPS growth: 30+%

= Operating margin: 15%
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Capital Structure

Extension of second lien maturity date to April 20th, extending first lien maturity
through March 21st

m Second lien lender has committed to extend maturity date of loan through January 2010
subject to first lien approval - pricing of loan would increase by 2.0% of PIK interest

m Total net debt to EBITDA ratio of 1.57x as of 9/30/08

Capital Structure at 9/30/2007 Financial Ratios as of 9/30/2007

(Dollars in Millions)
Financial Covenant Covenant

Cash $13,889 Ratio Level Compliance?
Cash Overdraft 4,191 Senior Debt / EBITDA 1.08x 4.50x Yes
Revolving Credit Facility, US 49,249

Revolving Credit Facility, Canada 1,069 Total Debt / EBITDA 1.79x

Second Lien Loan 51,000

Capital Leases 4,632 Adjusted Debt / EBITDAR 4.57x 6.75x Yes
Other Debt 703

Subordinated Note to Related Parties 5,923

Total Debt $116,767

Net Debt $102,878

Note: EBITDA as defined in credit agreements. New covenant level for Total Debt / EBITDA now 2.20x
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Investment Highlights

m Attractive, underserved market segment with large potential

m Unique brand concept with growing, global appeal

m Vertical integration as a sustainable competitive advantage

m Investments in infrastructure in 2008 provide strong foundation for future growth

m Well positioned for consumer economic environment in 2009, and beyond
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