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rick Anderson, an Fast Tansing
economist,

“T am very hopeful that Bor-
ders will stay here. The main
problem Borders has is the fi-
nancial markets and the slowing
ecanomy, not anything we have
done in Michigan,” he said.

Traditional bookstores have
struggled’ In recent years asg
more peaple buy hooks online or
al aupercenters angd warehouse
storves, On Thursday, Barnes &
Noble reported a 92% fall in
profits for the: fourth guarter.
But Barnes & Noble boosted
dividends and predicted a prof-
itahle first quarter for this year.

Borders, in confrast, snus-
pended dividends, and ar-
rangcéd $42.5 million in finane-
g at' 12.5% interest from ita
largest shareholder, Pershing
Square Capital Management
LP.

“I'm definitely upset, at the
decline in the share price. 'ma
little it in shock,” said John
Chevedden, 62, of Redondo
Beach, Cali[‘.i whn owns 250
shares of Borders stock. "I don't
know if il means things are
worse than they lock. The other
side of it id they are presmptive
and they are trying to fix things
before they get really bad.”

Borders Chief Bxecutive Of-
ficer George Jones told the Free
Press on Thursday that a loan
was needed because the retail
environment became increass
ingly brutal after the eredit
erunch that began in August.
There are no plans for lavoffs,
he added,

"Thare was not a crigs”
Jones said. "So why did we do
the loan? Because we don't want
to have n erisis. We're not in
trouble; we're not in trouble at
all.”

Ona conference eall with an-
alysts Thursday, Borders man-
agerment said itwould work with
advisers: Lo reduce costs from
_headaquarters to stores. Borders
hired JP. Morpan Securities

and Merrill Lynch & Co. to ad--

vize it on stratesic alternatives
such as selling the company or
-certain divisions.,

Besides the loan, Pershing
Square, which owns 246% of
Borders shares and has a repre-
wentative on Borders' hoard of

directors, made an offer to pur-  expan

chase certain parts of the com-
pany’s international businesses
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The Barders on Ford Road near the Southfield Freeway in Dearborm is one of 40 stores in Michigan, Eorders
Chief Executive Officer George Jones said Thursday that there are no plans for layoffs.
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for$125 million, Those busingss-
es inchide Paperchage and Aus-
tralia, New Zealand and Singa-
pore subsidiaries. Pershing also
has a warrant to buy nearly 20%
of Borders shares at $7 a share

Foe 7 s panrs,

Saving a name

Tt is boo early to tell if Borders
will go the way of Kmart or
Trank's Nursery and Jacob-
son's, and add to the heap of
bankrupt or merged Michigan
vetailers, said Kenneth J. Dalto,

-a Farmington Hills-based turu-

around expart.,
“Ome of the key things T see

here is they have gotten help

earlierthan most of the other re-
tailers," Dalto said. “Borders
hasg a ﬁ;nanc:al crisis and. they
have a core business model
problem. They need to find a
Way o oompete on the Internat
and that requives a huge capital
sion,

“The situation i3 deeper.
There are soine to be manage-
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ment cuts and people cuts,” Dal-
to sald. "Privale equily firms
don’t put money in, especially in
this economy, without maling
chanpes.”

The cash infusion became

more urpent after nepoliations
to sell Borders' Australia and
Newr Zealand division fell apart
last wioek,

For the quarter that ended
Feb. 2, Borders reported profit

of $64.7 million, or-#1.10 a share,

compared with a loss of §73.6
maillion, or $1.22 a share, during
the same quarter in 2007,

Fevenue dropped 2%, to
$1.35 billion from $1.87 billion for
the gquarter. Analvsts expected
profits of $1.42 a share.on sales
of 2137 hillion.

Difficult financing

The eredit erunch made it
difficult to arrange convention-
al finaneing, said Jones, He said
Borders would have run into li-
ejuidity trouble without the Per-
shing Sguare fundine in the
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nest few months,

“Orverall, we believe that the
2009 financial targets we set
back in March of last year re-
main attainable, yet within the
current economic environment
we will be slowed in our propg-
rieas and expect that we'll reach
them later than originally antie-
ipated,” Jones said.

Jones is leading the nation's
second-largest bookseller in a
turnarvound effort, This year,
the chain iz rolling out concept
stores that have digital centers
for dovnloading music and
books, and it's setting up strate-
gic partnerships with online
E(}ﬂ‘.lI}EiI'HE,‘S.

~ For 2007, Borders reported
total sales of $3.8 hillion, up
from 33.6 billion the year before
. It had anetloss of $157.4 million
for the vear, compared Lo a loge
of $151.8 million in 2004,

Sales abstores open at least a
yvearrosa 5% at Borders super-
stores, 22% at Waldenhooks
and T9% at Borders interna-
tional stores.

Borders expeets to unveil its
new e-commeree site by May 5:

Anderson said that all retail-
ers are fesling the pinch of the
slowing economy.

“Borders iz suffering be-
cause of the overzealous lending
to marginal homebuyers,” An-
derson said, “Tthink Bordersisa
fundamentally sound: company
and has a fundamentally sound
business strategy. They are not
in danger of poing under.”
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