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GAAP Basis

dollars in millions except per share data Feb 3, 07* Jan 28, 06* Jan 23, 05

sales $4,063.9 $4,030.7 $3,879.5

% increase 0.8% 3.9% 4.9%

consolidated net income (loss) $(151.3) $101.0 $131.9

consolidated EPS $(2.44) $1.42 $1.69

consolidated cash, net of debt $(427.4) $(130.9) $143.2

return on beginning equity -16.3% 9.3% 12.0%

dollars in millions

Borders

$2,750.0

Waldenbooks Specialty Retail

$663.9

International

$650.0

dollars in millions

Feb 3, 07* Jan 28, 06* Jan 23, 05

$4,063.9 $4,030.7 $3,879.5

0.8% 3.9% 4.9%

$24.3 $112.0 $135.8

$0.39 $1.57 $1.74

$(427.4) $(130.9) $143.2
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* 53-week year ** Operating Basis data is a non-GAAP measure. See facing page for further discussion.
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Reconciliation of Operating Basis* data to GAAP Basis data

Feb 3, 07 Jan 28, 06 Jan 23, 05

Net income (loss) on an operating basis $24.3 $112.0 $135.8
Adjustments:

UK goodwill impairment (84.4) – –
UK store and corporate asset impairments (34.1) (1.2) (1.0)
Waldenbooks Specialty Retail store and corporate asset impairments (27.1) (0.3) (0.2)
Domestic Borders superstores asset impairments (5.5) (1.3) (2.8)
Store remodel costs (2.5) (4.3) (2.3)
Store closure costs, including asset disposals (6.9) (2.5) (2.0)
Other (15.1) (1.4) 4.4
Total adjustments $(175.6) $(11.0) $(3.9)

Net income (loss) on a GAAP basis $(151.3) $101.0 $131.9

Consolidated net income

Feb 3, 07 Jan 28, 06 Jan 23, 05

Earnings (loss) per share on an operating basis $0.39 $1.57 $1.74
Adjustments:

UK goodwill impairment (1.36) – –
UK store and corporate asset impairments (0.55) (0.02) (0.01)
Waldenbooks Specialty Retail store and corporate asset impairments (0.44) – –
Domestic Borders superstores asset impairments (0.09) (0.02) (0.04)
Store remodel costs (0.04) (0.06) (0.03)
Store closure costs, including asset disposals (0.11) (0.04) (0.03)
Other (0.24) (0.01) 0.06
Total adjustments $(2.83) $(0.15) $(0.05)

Earnings (loss) per share on a GAAP basis $(2.44) $1.42 $1.69

Consolidated earnings (loss) per share

Feb 3, 07 Jan 28, 06 Jan 23, 05

Operating income (loss) on an operating basis $111.3 $180.9 $179.5
Adjustments:

Domestic Borders superstores asset impairments (9.0) (2.1) (4.5)
Store remodel costs (4.1) (7.0) (3.7)
Store closure costs, including asset disposals (4.1) (1.0) –
Other (1.7) 3.3 6.2
Total adjustments $(18.9) $(6.8) $(2.0)

Operating income (loss) on a GAAP basis $92.4 $174.1 $177.5

Borders operating income (loss)

Feb 3, 07 Jan 28, 06 Jan 23, 05

Operating income (loss) on an operating basis $(26.9) $5.5 $27.2
Adjustments:

Waldenbooks Specialty Retail store and corporate asset impairments (44.4) (0.5) (0.4)
Store closure costs, including asset disposals (4.9) (2.4) (2.2)
Other (1.8) (0.1) 1.3
Total adjustments $(51.1) $(3.0) $(1.3)

Operating income (loss) on a GAAP basis $(78.0) $2.5 $25.9

Waldenbooks Specialty Retail operating income (loss)

Feb 3, 07 Jan 28, 06 Jan 23, 05

Operating income (loss) on an operating basis $(0.5) $11.9 $26.8
Adjustments:

UK goodwill impairment (84.4) – –
UK store and corporate asset impairments (41.2) (1.7) (1.3)
Store closure costs, including asset disposals (2.1) (0.5) (1.1)
Other (7.7) (3.3) –
Total adjustments $(135.4) $(5.5) $(2.4)

Operating income (loss) on a GAAP basis $(135.9) $6.4 $24.4

International operating income (loss)

* Operating Basis data are presented excluding certain items including asset and goodwill impairments, store closure costs and accelerated depreciation and disposals
of fixed assets resulting from the remodel program. This data is presented solely for analytical purposes and as an aid to better understand underlying trends.
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The Company’s form 10-K Annual Report for the fiscal year ended February 3, 2007,

is being delivered to shareholders with this Annual Report and should be read in conjunction

with it. Information in the Form 10-K Annual Report, including the Company’s Financial

Statements and other financial information, Management’s Discussion and Analysis of

Financial Condition and Results of Operations, and disclosure regarding market risk, is

important to an understanding of the Company and is incorporated herein by reference.

2006 high low

Q1 $25.31 $23.60

Q2 $24.02 $17.31

Q3 $21.00 $18.50

Q4 $24.14 $20.49

2005 high low

Q1 $27.47 $23.59

Q2 $26.20 $23.92

Q3 $25.30 $18.96

Q4 $24.70 $18.71

This release contains forward-looking statements within the meaning of the Private Securities

Litigation Reform Act of 1995. One can identify these forward-looking statements by the use

of words such as “will,” “goal,” continue,” “creating,” “plan,” “become” and other words of

similar meaning. One can also identify them by the fact that they do not relate strictly to

historical or current facts. These statements are likely to address matters such as the company’s

future financial performance, its strategic plans and expected benefits relating to such plans

(including steps to be taken to improve the performance of domestic superstores, the

exploration of strategic alternatives with respect to certain International operations, the

downsizing of the Waldenbooks Specialty Retail segment, and the development of a proprietary

Web site) and its intentions with respect to dividend payments and share repurchases. These

statements are subject to risks and uncertainties that could cause actual results and plans to

differ materially from those included in the company’s forward-looking statements. Please refer

to the company’s periodic reports filed from time to time with the Securities and Exchange

Commission, which contain more detailed discussions of these and other risk factors that could

cause actual results and plans to differ materially from those included in the forward-looking

statements, and those discussions are incorporated herein by reference. The company does not

undertake any obligation to update forward-looking statements.

The Company has filed with the Securities and Exchange Commission, as an exhibit to

its Form 10-K Reports for fiscal 2005 and 2006, the Sarbanes-Oxley Act Section 302

Certifications regarding the quality of the Company’s public disclosure. During 2006,

Mr. Jones certified to the New York Stock Exchange that he was not aware of any

violation by the Company of any NYSE Corporate Governance Listing Standards.
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