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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended May 1, 2010
OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 1-10767
RETAIL VENTURES, INC.
(Exact name of registrant as specified in its charter)

Ohio 20-0090238

(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

4150 E. Fifth Avenue, Columbus, Ohio 43219

(Address of principal executive offices) (Zip Code)
(614) 238-4148
Registrant s telephone number, including area code
Not applicable
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. p Yes o No
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). o Yes o No
Indicate by checkmark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or
a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.

Large Accelerated filer Non-accelerated filer o Smaller reporting company o
accelerated filer b
0

(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). o
Yes b No
The number of outstanding Common Shares, without par value, as of May 31, 2010 was 49,039,530.
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Part I. FINANCIAL INFORMATION
Item 1. Financial Statements

RETAIL VENTURES, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share amounts)
(unaudited)

ASSETS

Cash and equivalents

Short-term investments, net

Accounts receivable, net

Accounts receivable from related parties, net
Inventories

Prepaid expenses and other current assets
Deferred income taxes

Total current assets

Property and equipment, net
Goodwill

Conversion feature of long-term debt
Deferred income taxes

Other assets

Total assets

The accompanying Notes are an integral part of the Condensed Consolidated Financial Statements.

May 1,
2010

$ 158,698
152,358
6,952

212
286,657
23,007
30,903

658,787

206,317
25,899
4,311
8,839
16,210

$ 920,363

January 30,
2010

$ 141,773
164,265
6,509

154

262,284
22,478
29,560

627,023

208,813
25,899
28,029

5,657
8,044

$ 903,465

Table of Contents



Edgar Filing: RETAIL VENTURES INC - Form 10-Q

Table of Contents

RETAIL VENTURES, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS (Continued)

(in thousands, except share amounts)
(unaudited)

LIABILITIES AND SHAREHOLDERS EQUITY

Accounts payable $
Accounts payable to related parties

Accrued expenses:

Compensation

Taxes

Gift cards and merchandise credits

Guarantees from discontinued operations

Other

Warrant liability

Total current liabilities

Long-term obligations
Other non current liabilities

Commitments and contingencies

Shareholders equity:

Common shares, without par value; 160,000,000 authorized; issued and
outstanding, including 7,551 treasury shares, 49,039,530 and 48,964,530,
respectively

Accumulated deficit

Treasury shares, at cost, 7,551 shares

Warrants

Accumulated other comprehensive loss

Total Retail Ventures shareholders equity
Noncontrolling interests

Total shareholders equity

Total liabilities and shareholders equity $

The accompanying Notes are an integral part of the Condensed Consolidated Financial Statements.

3.

May 1,
2010

131,596
982

12,175
33,630
16,128

2,800
46,253
30,685

274,249

130,332
105,538

313,289

(105,664)
(59)

(6,942)

200,624
209,620

410,244

920,363

January 30,
2010

$ 120,038
1,239

27,056
29,682
17,774

2,800
36,162
23,068

257,819

129,757
112,599

313,147
(100,277)
(39)
(6,942)

205,869
197,421

403,290

$ 903,465
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RETAIL VENTURES, INC.

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

Three months ended

(unaudited)
May 1,
2010
Net sales $ 449,537
Cost of sales (exclusive of depreciation included below in selling, general and
administrative expenses) (241,542)
Selling, general and administrative expenses (159,575)
Change in fair value of derivative instruments (31,335)
Operating profit (loss) 17,085
Interest expense (3,377)
Interest income 1,038
Interest expense, net (2,339)
Non-operating expense, net
Income (loss) from continuing operations before income taxes 14,746
Income tax expense (12,176)
Income (loss) from continuing operations 2,570
Loss from discontinued operations, net of tax ~ Value City
Income from discontinued operations, net of tax  Filene s Basement 2,843
Total income from discontinued operations, net of tax 2,843
Net income (loss) 5,413
Less: net income attributable to the noncontrolling interests (11,363)
Net loss attributable to Retail Ventures, Inc. $ (5,950)
Basic and diluted (loss) earnings per share:
Basic loss per share from continuing operations attributable to Retail
Ventures, Inc. common shareholders $ (0.18)
Diluted loss per share from continuing operations attributable to Retail
Ventures, Inc. common shareholders $ (0.18)
Basic earnings per share from discontinued operations attributable to Retail
Ventures, Inc. common shareholders $ 0.06
Diluted earnings per share from discontinued operations attributable to Retail
Ventures, Inc. common shareholders $ 0.06
Basic loss per share attributable to Retail Ventures, Inc. common shareholders ~ $ (0.12)
Diluted loss per share attributable to Retail Ventures, Inc. common
shareholders $ (0.12)

Table of Contents

$

“@ &L

May 2,

2009
385,846
(217,600)
(214,988)

(1,388)

(48,130)

(3,215)
471

(2,744)
(395)

(51,269)
(665)

(51,934)

(43)
21,670
21,627

(30,307)
(2,649)

(32,956)

(1.12)
(1.12)
0.44

0.44
(0.68)

(0.68)
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Shares used in per share calculations:
Basic 49,015 48,692
Diluted 49,015 48,692

Amounts attributable to Retail Ventures, Inc. common shareholders:

Loss from continuing operations, net of tax $ (8,793) $ (54,583)
Discontinued operations, net of tax 2,843 21,627
Net loss $ (59500 $ (32,956)

The accompanying Notes are an integral part of the Condensed Consolidated Financial Statements.
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CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS

Balance, January 31,
2009

Net (loss) income from
continuing operations
Net income from
discontinued operations
Unrealized loss on
available-for-sale
securities

Total comprehensive
loss

Capital transactions of
subsidiary

Stock based
compensation expense,
before related tax
effects

Exercise of stock
options

Cumulative effect of
adoption of new
accounting
pronouncement
Reclassification of
warrants to liability

Balance, May 2, 2009

Balance, January 30,
2010

Net (loss) income from
continuing operations

Table of Contents
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RETAIL VENTURES, INC.

(in thousands)

EQUITY

(unaudited)
Number of
Shares Retail Ventures, Inc. Shareholders
Retained Total
Common Earnings Accumulated Non-
Shares
Common in Common (Accumulated’reasury Other  controlling
Comprehensive

Shares Treasury Shares Deficit)  Shares Warrants ~ Loss Interests Total
48,691 8 $306,868 $ (76,930) $ (59) $ 124 $ (7,389) $ 172,572 $395,186
(54,583) 2,649 (51,934)
21,627 21,627
(249) (249)
$ (30,556)
900 398 1,298
868 868
250 497 497

(115) 115

9 )
48,941 8 $308,233 $ (108,986) $ (59) $ $ (7,523) $175,619 $367,284
48,964 8 $313,147 $ (100,277) $ (59) $ $  (6,942) $ 197,421 $403,290
(8,793) 11,363 2,570
2,843 2,843
10
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Net income from
discontinued operations

Total comprehensive
income

Capital transactions of
subsidiary

Stock based
compensation expense,
before related tax

effects

Net issuance of

restricted shares 70
Exercise of stock

options 5

Tax expense related to
stock option forfeitures

Balance, May 1, 2010 49,039

44
103
15

(20)

8 $313,289 $ (105,664) $ (59) $

563

$ 5413

836 1,399

44

103
15

(20)

$ (6,942) $209,620 $410,244

The accompanying Notes are an integral part of the Condensed Consolidated Financial Statements.
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RETAIL VENTURES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

Cash from operating activities:
Net income (loss)
Less: income from discontinued operations, net of tax

Income (loss) before discontinued operations

Adjustments to reconcile net income (loss) to net cash provided by operating

activities:

Amortization of debt issuance costs and discount on debt
Stock based compensation expense

Restricted shares granted

Capital transactions of subsidiary

Depreciation and amortization

Change in fair value of derivative instruments

Deferred income taxes and other non current liabilities
Loss on disposal of long-lived assets

Impairment charges on long-lived assets

Impairment charges on receivables from Filene s Basement
Non-operating expense, net

Other

Change in working capital, assets and liabilities:
Accounts receivable

Inventories

Prepaid expenses and other assets

Accounts payable

Proceeds from lease incentives

Accrued expenses

Net cash provided by operating activities from continuing operations

Cash flows from investing activities:

Cash paid for property and equipment

Purchases of available-for-sale investments

Purchases of held-to-maturity investments

Maturities and sales of available-for-sale investments
Maturities and sales of held-to-maturity investments
Return of capital from equity investment related party
Transfer of cash to restricted cash

Net cash (used in) provided by investing activities from continuing
operations

The accompanying Notes are an integral part of the Condensed Consolidated Financial Statements.
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May 1,
2010

5,413
(2,843)

2,570

883
44
103
563
11,865
31,335

(12,436)
40

697

(501)
(24,373)
(464)
9,940
900
(2,793)

18,373

(7,530)
(14,242)
(21,864)

35,412

3,650
199

(4,375)

Three months ended
May 2,
2009

(30,307)
(21,627)

(51,934)

865
868

900

11,274

1,388
(7,896)

435
57,864
395
575

563
(34,221)
2,901
22,608
3,072
(3,678)
5,979
(8,069)
(9,000)

29,624

(10,000)

2,555

12
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RETAIL VENTURES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

(in thousands)

Three months ended

(unaudited)
May 1,
2010
Cash flows from financing activities:
Proceeds from exercise of stock options 15
Net cash provided by financing activities from continuing operations 15

Cash and equivalents from discontinued operations:

Operating activities 2,912
Investing activities

Financing activities

Total cash and equivalents received (paid) from discontinued operations 2,912
Net increase in cash and equivalents $ 14,013
Cash and equivalents, beginning of period 141,773
Cash and equivalents, end of period $ 158,698

The accompanying Notes are an integral part of the Condensed Consolidated Financial Statements.

-

$

$

May 2,
2009

497
497
20,563
(158)
(25,181)
(4,776)
9,031
99,084

103,339
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14



Edgar Filing: RETAIL VENTURES INC - Form 10-Q

Table of Contents

RETAIL VENTURES, INC.
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
1. BUSINESS OPERATIONS
Retail Ventures, Inc. ( Retail Ventures or RVI ) and its wholly-owned subsidiaries and majority-owned subsidiary are
herein referred to collectively as the Company . Retail Ventures Common Shares are listed on the New York Stock
Exchange ( NYSE ) under the ticker symbol RVI . The Company operates two segments in the United States of
America ( United States ) as of May 1, 2010. DSW Inc. ( DSW ) is a specialty branded footwear retailer. The Corporate
segment consists of all corporate assets, liabilities and expenses that are not attributable to the DSW segment. As of
May 1, 2010, there were 311 DSW stores located throughout the United States. DSW also supplies shoes, under
supply arrangements, for 354 locations for other non-related retailers in the United States.
DSW. On July 5, 2005, DSW completed an initial public offering ( IPO ) of 16,171,875 Class A Common Shares sold
at a price of $19.00 per share and raised net proceeds of $285.8 million, net of the underwriters commission and
before expenses of approximately $7.8 million. As of May 1, 2010, Retail Ventures owned Class B Common Shares
of DSW representing approximately 62.3% of DSW s outstanding Common Shares and approximately 93.0% of the
combined voting power of such shares. RVI accounted for the sale of DSW as a capital transaction. Associated with
this transaction, a deferred tax liability of $65.5 million was recorded. DSW is a controlled subsidiary of Retail
Ventures and its Class A Common Shares are listed on the NYSE under the ticker symbol DSW .
DSW is a leading U.S. branded footwear specialty retailer operating 311 shoe stores in 39 states as of May 1, 2010.
DSW offers a wide assortment of better-branded dress, casual and athletic footwear for women and men, as well as
accessories through DSW stores and dsw.com. As of May 1, 2010, DSW, pursuant to supply agreements, operated
265 leased shoe departments for Stein Mart, Inc., 67 for Gordmans, Inc., 21 for Filene s Basement and one for Frugal
Fannie s Fashion Warehouse. Supply agreements results are included within the DSW segment. During the three
months ended May 1, 2010, DSW opened five new DSW stores and two new leased departments, ceased operations in
three leased departments and recategorized one combination DSW/Filene s Basement store as a DSW store.
Corporate. The Corporate segment represents the corporate assets, liabilities and expenses not allocated to the DSW
segment, debt related expenses and income on investments.
2. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation The accompanying unaudited condensed consolidated interim financial statements should be
read in conjunction with the Company s Annual Report on Form 10-K for the fiscal year ended January 30, 2010, as
filed with the Securities and Exchange Commission (the SEC ) on April 14, 2010 (the 2009 Annual Report ).
In the opinion of management, the unaudited condensed consolidated interim financial statements reflect all
adjustments, consisting of only normal recurring adjustments, which are necessary to present fairly the condensed
consolidated financial position, results of operations and cash flows for the periods presented.
Allowance for Doubtful Accounts The Company monitors its exposure for credit losses and records related
allowances for doubtful accounts. Allowances are estimated based upon specific accounts receivable balances, where
a risk of default has been identified. As of May 1, 2010 and January 30, 2010, the Company s allowance for doubtful
accounts was $2.4 million and $5.3 million, respectively. The decrease in the allowance was primarily related to the
reversal of allowances recorded for receivables from liquidating Filene s Basement due to an initial distribution from
the debtor s estates.

In addition, during the quarter ended May 2, 2009, there was an allowance recorded for $52.6 million to fully reserve
for the notes receivable from liquidating Filene s Basement. Effective November 3, 2009, RVI s claims against
liquidating Filene s Basement in respect of these notes receivables were released in connection with a Settlement
Agreement approved by the bankruptcy court.

Table of Contents 15
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Inventories Merchandise inventories are stated at net realizable value, determined using the first-in, first-out basis, or
market, using the retail inventory method. The retail method is widely used in the retail industry due to its practicality.
Under the retail inventory method, the valuation of inventories at cost and the resulting gross profits are calculated by
applying a cost to retail ratio to the retail value of inventories. The cost of the inventory reflected on the balance sheet
is decreased by charges to cost of sales at the time the retail value of the inventory is lowered through the use of
markdowns, which are reductions in prices due to customers perception of value. Hence, earnings are negatively
impacted as the merchandise is marked down prior to sale.

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

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

Markdowns represent the excess of the carrying value over the amount the Company expects to realize from the
ultimate disposition of the inventory. Factors considered in the determination of markdowns include customer
preference and fashion trends. Changes in facts or circumstances do not result in the reversal of previously recorded
markdowns or an increase in that newly established cost basis.

Tradenames and Other Intangible Assets, Net 'Tradenames and other intangible assets, net, are primarily comprised
of values assigned to tradenames and leases. As of both May 1, 2010 and January 30, 2010, the gross balance of
tradenames was $12.8 million and the gross balance of other intangible assets was $0.1 million. Accumulated
amortization for tradenames was $10.2 million and $10.0 million as of May 1, 2010 and January 30, 2010,
respectively. Accumulated amortization for other intangible assets was $0.1 million as of both May 1, 2010 and
January 30, 2010. The average useful lives of tradenames and other intangible assets, net, are 15 years as of both
May 1, 2010 and January 30, 2010.

Amortization expense for the three months ended May 1, 2010 was $0.2 million, and $0.7 million will be amortized
during the remainder of fiscal 2010. Amortization expense associated with the net carrying amount of intangible assets
as of May 1, 2010 is $0.9 million for each fiscal year from fiscal 2010 through fiscal 2012 and $0.2 million in fiscal
2013.

Customer Loyalty Program DSW maintains a customer loyalty program for the DSW stores and dsw.com in which
program members earn reward certificates that result in discounts on future purchases. Upon reaching the
target-earned threshold, the members receive reward certificates for these discounts which expire six months after
being issued. The Company accrues the anticipated redemptions of the discount earned at the time of the initial
purchase. To estimate these costs, DSW is required to make assumptions related to customer purchase levels and
redemption rates based on historical experience. The accrued liability as of May 1, 2010 and January 30, 2010 was
$10.7 million and $9.0 million, respectively.

Deferred Rent Many of the Company s operating leases contain predetermined fixed increases of the minimum rentals
during the initial lease terms. For these leases, the Company recognizes the related rental expense on a straight-line
basis over the original terms of the lease. The Company records the difference between the amounts charged to
expense and the rent paid as deferred rent and begins amortizing such deferred rent upon the delivery of the lease
location by the lessor. The deferred rent included in non-current liabilities was $34.4 million as of both May 1, 2010
and January 30, 2010.

Construction and Tenant Allowances DSW receives cash allowances from landlords, which are deferred and
amortized on a straight-line basis over the original terms of the lease as a reduction of rent expense. Construction and
tenant allowances are included in non-current liabilities and were $58.4 million and $59.7 million as of May 1, 2010
and January 30, 2010, respectively.

Noncontrolling Interests During the three months ended May 1, 2010 and May 2, 2009, there was an immaterial
impact to the net loss attributed to Retail Ventures, Inc. as a result of the additional DSW common shares outstanding
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Sales and Revenue Recognition Revenues from merchandise sales are recognized upon customer receipt of
merchandise, are net of returns through period end and sales tax and are not recognized until collectability is
reasonably assured. For dsw.com, the Company estimates a time lag for shipments to record revenue when the
customer receives the goods and also includes revenue from shipping and handling in net sales while the related costs
are included in cost of sales.

Revenue from gift cards is deferred and recognized upon redemption of the gift card. The Company s policy is to
recognize income from breakage of gift cards when the likelihood of redemption of the gift card is remote. The
Company recognized $0.2 million as other operating income from gift card breakage during both of the three months
ended May 1, 2010 and May 2, 2009.

Cost of Sales Cost of sales includes the cost of merchandise, markdowns, and inventory shrinkage. Cost of
merchandise includes related inbound freight to our distribution centers, duties, commissions and outbound freight
from the distribution centers to our stores and outbound freight of e-commerce sales. The classification of these
expenses vary across the retail industry, thus our gross margin rates may not be comparable to those of other retailers
that include warehousing and outbound distribution and transportation costs in cost of sales.

Selling, General and Administrative Expenses Selling, general and administrative expenses include, and consist
primarily of, store, warehousing, distribution and corporate payrolls and benefit costs, occupancy costs which include
retail stores, warehousing and corporate rent costs, facility and leasehold improvement depreciation and utility costs,
advertising, repair and maintenance, insurance, equipment depreciation, professional fees and other miscellaneous
expenses.

Non-operating Expense, Net Non-operating expense, net includes other-than-temporary impairments related to
investments and realized gains on disposition of investments.

Income Taxes Income taxes are accounted for using the asset and liability method. Under this method, deferred
income taxes arise from temporary differences between the tax bases of assets and liabilities and their reported
amounts in the financial statements. A valuation allowance is established against deferred tax assets when it is more
likely than not that some portion or all of the deferred tax assets will not be realized.

Sale of Subsidiary Stock  Sales of stock by a subsidiary are accounted for by Retail Ventures as capital transactions.

3. ADOPTION OF ACCOUNTING STANDARDS

In June 2009, the Financial Accounting Standards Board ( FASB ) issued an update to Accounting Standards
Codification ( ASC ) 860 Transfers and Servicing related to accounting for transfers of financial assets. This guidance
eliminates the concept of a qualifying special-purpose and removes the exception from applying ASC 810 to
qualifying special-purpose entities. This guidance is effective for fiscal years beginning after November 15, 2009, and
interim periods within those fiscal years, and will not impact the Company s consolidated financial statements.

In June 2009, the FASB issued an update to ASC 810 Consolidation. The guidance requires ongoing assessments
using a primarily qualitative approach rather than the quantitative-based risks and rewards calculation in determining
which entity has a controlling interest in a variable interest entity. In addition, an additional reconsideration
assessment should be completed when an event causes a change in facts or circumstances. Lastly, the guidance
requires additional disclosures about an entity s involvement in variable interest entities. This guidance is effective for
fiscal years beginning after November 15, 2009, and interim periods within those fiscal years, and will not impact the
Company s consolidated financial statements.

In January 2010, the FASB issued updates to existing guidance related to fair value measurements. As a result of these
updates, entities will be required to provide enhanced disclosures about transfers into and out of level 1 and level 2
classifications, provide separate disclosures about purchases, sales, issuances and settlements relating to the tabular
reconciliation of beginning and ending balances of the level 3 classification and provide greater disaggregation for
each class of assets and liabilities that use fair value measurements. Except for the detailed level 3 disclosures, the
new standard was effective for the Company for the first quarter of fiscal 2010. The requirement related to level 3 fair
value measurements is effective for the Company for interim and annual reporting periods beginning after January 29,
2011. The adoption of the effective portions of this new standard did not have a material impact to its consolidated
financial statements and the Company does not expect a material impact to its consolidated financial statements
related to the level 3 fair value disclosures.
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4. DISCONTINUED OPERATIONS

Value City

On January 23, 2008, Retail Ventures disposed of an 81% ownership interest in its Value City operations to VCHI
Acquisition Co., a newly formed entity owned by VCDS Acquisition Holdings, LLC, Emerald Capital Management
LLC and Crystal Value, LLC. As part of the transaction, Retail Ventures issued warrants to VCHI Acquisition Co. to
purchase 150,000 RVI Common Shares, at an exercise price of $10.00 per share, and exercisable within 18 months of
January 23, 2008. The warrants expired in June 2009. Retail Ventures received no net cash proceeds from the sale and
paid a fee of $0.5 million to the purchaser. Retail Ventures recognized an aggregate after-tax loss related to the Value
City disposition of $67.3 million as of May 1, 2010.

Filene s Basement

On April 21, 2009, Retail Ventures disposed of Filene s Basement, Inc. and certain related entities to FB II Acquisition
Corp., a newly formed entity owned by Buxbaum Holdings, Inc. ( Buxbaum ). RVI did not realize any cash proceeds
from this transaction and agreed to pay a fee of $1.3 million to Buxbaum, which has been paid through May 1, 2010,
and reimbursed $0.4 million of Buxbaum s costs associated with the transaction. RVI also agreed to indemnify
Buxbaum, FB II Acquisition Corp. and their owners against certain liabilities. As of May 1, 2010, RVI had recorded a
liability of $0.4 million under lease obligations related to leases not assumed by New Filene s Basement. RVI has
recognized an after-tax gain of $84.8 million on the transaction as of May 1, 2010. The $84.8 million gain on the
disposition of Filene s Basement is comprised of the following (in thousands):

Total Investment in Filene s Basement as of April 21, 2009 $ (90,026)
Disposition Costs:

Selling costs to dispose of Filene s Basement 5,848
Outstanding guarantees 400
Impairment of fixed assets not sold 1,819
Total Disposition Costs 8,067
Pre-tax gain on disposition of Filene s Basement (81,959)
Less tax effect (2,792)
After tax gain on disposition of Filene s Basement $ (84,751)

In accordance with ASC 205-20, Discontinued Operations, changes in the carrying value of assets with residual
interest in the discontinued business should be classified within continuing operations. The other accounts receivable
from Filene s Basement existed prior to the disposition of Filene s Basement and the notes receivable and related
interest receivable form Filene s Basement were not forgiven pursuant to the disposition transaction, but as a result of
the May 4, 2009, Filene s Basement filing for bankruptcy after the disposition transaction. Therefore, the Company
recorded bad debt expense in the amount of $57.3 million for the notes receivable, related interest receivable and other
accounts receivable from Filene s Basement in selling, general and administrative expenses within continuing
operations. DSW recorded bad debt expense related to the impairment of certain accounts receivable from liquidating
Filene s Basement of $0.6 million. Therefore, included in the consolidated results of operations of RVI for the three
months ended May 2, 2009, is bad debt expense of $57.9 million related to the impairment of these items. On
March 3, 2010, an initial distribution from the debtor s estates of $5.8 million to Retail Ventures and $0.2 million to
DSW was made.

On May 4, 2009, Filene s Basement Inc. filed for bankruptcy protection. On June 18, 2009, following bankruptcy court
approval, SYL LLC, a subsidiary of Syms Corp ( Syms ), purchased certain assets of Filene s Basement. All references
to liquidating Filene s Basement refer to the debtor, formerly known as Filene s Basement Inc., and its debtor
subsidiaries remaining after the asset purchase by a subsidiary of Syms. All references to New Filene s Basement refer
to the stores operated by Syms. On September 25, 2009, RVI and DSW entered into a settlement agreement with
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liquidating Filene s Basement and its related debtors and the Official Committee of Unsecured Creditors appointed in
the Chapter 11 case for the debtors. On November 3, 2009, the settlement agreement was approved by the Bankruptcy
Court for the District of Delaware. As a result of the court s approval of the settlement agreement, RVI s claims in
respect of $52.6 million in notes receivable (comprised of two 13% Promissory Notes) from liquidating Filene s
Basement were released; RVI assumed the
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rights and obligations related to (and agreed to indemnify liquidating Filene s Basement with regard to certain matters
arising out of) the liquidating Filene s Basement defined benefit pension plan; and liquidating Filene s Basement and
the creditors committee agreed to allow certain general unsecured claims for amounts owed to RVI and DSW. The
parties also agreed to certain provisions affecting the proper allocation of proceeds paid to RVI or liquidating Filene s
Basement in connection with specified third party litigation and to certain provisions related to the debtors recovery
from third parties that are the beneficiaries of letters of credit or hold collateral related to workers compensation
claims. The settlement agreement also provides for certain mutual releases among the debtors, the creditors
committee, RVI, DSW and other parties.

The following table presents the significant components of Filene s Basement operating results included in
discontinued operations (in thousands):

Three months ended

May 1, May 2,
2010 2009
Net sales $ 63,351
Loss before income taxes $ $ (31,195
Income tax expense (345)
Gain on sale 2,843 53,210
Income from discontinued operations, net of tax  Filene s Basement $ 2,843 $ 21,670

The Company negotiated with Syms to provide transition services in exchange for payment. As of May 1, 2010, the
Company is still providing transition services to Syms.

5. STOCK BASED COMPENSATION

During the three months ended May 1, 2010 and May 2, 2009, included in income from continuing operations is stock
based compensation expense of approximately $1.5 million and $2.2 million, respectively, which includes
approximately $1.4 million and $1.3 million, respectively, of expenses recorded by DSW, before accounting for the
noncontrolling interests.

Retail Ventures Stock Compensation Plans

Retail Ventures has a 2000 Stock Incentive Plan that provides for the issuance of options to purchase up to
13.0 million Common Shares or the issuance of restricted stock to management, key employees of Retail Ventures and
affiliates, consultants (as defined in the plan), and directors of Retail Ventures. Options generally vest 20% per year
on a cumulative basis. Options granted under the 2000 Stock Plan remain exercisable for a period of ten years from
the date of grant.

An option to purchase 2,500 Common Shares is automatically granted to each non-employee director on the first
NYSE trading day in each calendar quarter. The exercise price for each option is the fair market value of the Common
Shares on the date of grant. All options become exercisable one year after the grant date and remain exercisable for a
period of ten years from the grant date, subject to continuation of the option holders service as directors of Retail
Ventures.

Retail Ventures has a 1991 Stock Option Plan that provided for the grant of options to purchase up to 4.0 million
Common Shares. Such options are generally exercisable 20% per year on a cumulative basis and remain exercisable
for a period of ten years from the date of grant.
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The following tables summarize the activity of Retail Ventures stock options, stock appreciation rights ( SARs ) and
restricted stock units ( RSUs ) for the three months ended May 1, 2010 (in thousands):

Stock

Options SARs RSUs
Outstanding beginning of period 826 177 6
Granted 12
Exercised 5 (6)
Forfeited ) €))
Outstanding end of period 832 173
Exercisable end of period 782 165

Stock Options

Retail Ventures expensed less than $0.1 million and $0.2 million in continuing operations during the three months
ended May 1, 2010 and May 2, 2009, respectively, related to options.

The following table illustrates the weighted-average assumptions used in the option-pricing model for options granted
during the three months ended May 1, 2010 and May 2, 2009.

Three months Three months
ended ended

May 1, 2010 May 2, 2009
Assumptions:
Risk-free interest rate 2.4% 1.8%
Expected volatility of Retail Ventures common shares 87.8% 80.6%
Expected option term 4.9 years 5.0 years
Expected dividend yield 0.0% 0.0%

The weighted-average grant date fair value of options granted in the three months ended May 1, 2010 and May 2,
2009 was $5.88 and $1.58, respectively, per share.

Stock Appreciation Rights

Retail Ventures expensed less than $0.1 million and $0.7 million in continuing operations during the three months
ended May 1, 2010 and May 2, 2009, respectively, related to SARs.

Restricted Stock Units

Retail Ventures expensed less than $0.1 million in continuing operations during both the three months ended May 1,
2010 and May 2, 2009 related to restricted stock units. Retail Ventures paid $0.1 million to settle the vested restricted
stock units during the quarter ended May 1, 2010. There were no restricted stock units accrued as of May 1, 2010.
There were less than $0.1 million restricted stock units accrued at January 30, 2010.

Restricted Shares

Retail Ventures expensed $0.1 million in continuing operations during the three months ended May 1, 2010 related to
restricted shares. There was no expense during the three months ended May 2, 2009 related to restricted shares. Retail
Ventures issues restricted common shares to certain key employees pursuant to individual employment agreements
and certain other grants from time to time, which are approved by the Board of Directors. The agreements condition
the vesting of the shares generally upon continued employment with Retail Ventures with such restrictions generally
expiring over three years. The market value of the shares at the date of grant is charged to expense on a straight-line
basis over the period that the restrictions lapse. As of May 1, 2010, Retail Ventures had 70,000 restricted common
shares outstanding.
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The total aggregate intrinsic value of nonvested restricted shares at May 1, 2010 was $0.8 million. As of May 1, 2010,
the total compensation cost related to nonvested restricted shares not yet recognized was approximately $0.5 million
with a weighted average expense recognition period remaining of 0.8 years. The weighted average exercise price for
all restricted shares is zero.

DSW Stock Compensation Plan

DSW has a 2005 Equity Incentive Plan ( the Plan ) that provides for the issuance of equity awards to purchase up to
7.6 million common shares. The Plan covers stock options, restricted stock units and director stock units. Eligible
recipients include key employees of DSW and affiliates, as well as directors of DSW. Options generally vest 20% per
year on a cumulative basis. Options granted under the Plan generally remain exercisable for a period of ten years from
the date of grant. Prior to fiscal 2005, DSW did not have a stock option plan or any equity units outstanding.

The following tables summarize the activity of DSW s stock options and RSUs for the three months ended May 1,
2010 (in thousands):

Stock Options RSUs
Outstanding beginning of period 2,504 267
Granted 522 59
Exercised (18) (32)
Forfeited (18)
Outstanding end of period 2,990 294
Exercisable end of period 1,132

Stock Options

DSW expensed $1.1 million and $1.0 million, respectively, for the three months ended May 1, 2010 and May 2, 2009
related to stock options. The weighted-average grant date fair value of each option granted in the three months ended
May 1, 2010 and May 2, 2009 was $13.40 and $5.06 per share, respectively. The following table illustrates the
weighted-average assumptions used in the Black-Scholes option-pricing model for options granted in each of the
periods presented:

Three months ended

May 1, May 2,
2010 2009
Assumptions:
Risk-free interest rate 2.5% 1.9%
Expected volatility of DSW common shares 56.9% 57.6%
Expected option term 4.9 yea