Edgar Filing: SPORTSMAN'S WAREHOUSE HOLDINGS, INC. - Form 10-Q

SPORTSMAN'S WAREHOUSE HOLDINGS, INC.
Form 10-Q
September 12, 2014

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-Q

(Mark One)

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
F(l)r9 3;116 quarterly period ended August 2, 2014

OR

“TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF

1934
Commission File Number: 001-36401

SPORTSMAN’S WAREHOUSE HOLDINGS, INC.

(Exact Name of Registrant as Specified in its Charter)

Delaware 39-1975614
(State or other jurisdiction (I.R.S. Employer
of incorporation or organization) Identification No.)

7035 South High Tech Drive, Midvale, Utah 84047
(Address of principal executive offices) (Zip code)



Edgar Filing: SPORTSMAN'S WAREHOUSE HOLDINGS, INC. - Form 10-Q

Registrant’s telephone number, including area code: (801) 566-6681

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. Yes x 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). Yes x No ~

Indicate by check mark 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 ~ Accelerated filer

Non-accelerated filer x (do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

As of September 12, 2014, the registrant had 41,818,235 shares of common stock, $0.01 par value per share,
outstanding.




Edgar Filing: SPORTSMAN'S WAREHOUSE HOLDINGS, INC. - Form 10-Q

SPORTSMAN’S WAREHOUSE HOLDINGS, INC.

TABLE OF CONTENTS

PART I. FINANCIAL INFORMATION reee

Item 1.  Financial Statements (unaudited): 3
Condensed Consolidated Balance Sheets 3
Condensed Consolidated Statements of Income 4
Condensed Consolidated Statements of Cash Flows 5
Notes to Condensed Consolidated Financial Statements 6

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 14

Item 3. Quantitative and Qualitative Disclosures About Market Risk 25
Item4. Controls and Procedures 25

PART II. OTHER INFORMATION

Item 1.  Legal Proceedings 26
Item 1A. Risk Factors 26
Item 6.  Exhibits 26
Signatures 27

We operate on a fiscal calendar that, in a given fiscal year, consists of the 52- or 53-week period ending on the
Saturday closest to January 31st. Our fiscal second quarters ended August 2, 2014 and August 3, 2013 both consisted
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of 13 weeks and are referred to herein as the second quarter of fiscal year 2014 and second quarter of fiscal year 2013,
respectively. Fiscal year 2013 contained 52 weeks of operations ended February 1, 2014. Fiscal year 2014 will contain
52 weeks of operations and will end on January 31, 2015.
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References throughout this document to “Sportsman’s Warehouse,” “we,” “us,” and “our” refer to Sportsman’s Warehouse
Holdings, Inc. and its subsidiaries, and references to “Holdings” refer to Sportsman’s Warehouse Holdings, Inc.
excluding its subsidiaries.

STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (this “10-Q”) contains statements that constitute forward-looking statements as that

term is defined by the Private Securities Litigation Reform Act of 1995. These statements concern our business,

operations and financial performance and condition as well as our plans, objectives and expectations for our business
operations and financial performance and condition, which are subject to risks and uncertainties. All statements other

than statements of historical fact included in this 10-Q are forward-looking statements. These statements may include

words such as “aim,” “anticipate,” “assume,” “believe,” “can have,” “could,” “due,” “estimate,” “expect,” “goal,” “intend,” “li
“objective,” “plan,” “potential,” “positioned,” “predict,” “should,” “target,” “will,” “would” and other words and terms of simi
in connection with any discussion of the timing or nature of future operating or financial performance or other events

or trends. For example, all statements we make relating to our plans and objectives for future operations, growth or

initiatives and strategies are forward-looking statements.
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These forward-looking statements are based on current expectations, estimates, forecasts and projections about our
business and the industry in which we operate and our management’s beliefs and assumptions. We derive many of our
forward-looking statements from our own operating budgets and forecasts, which are based upon many detailed
assumptions. While we believe that our assumptions are reasonable, we caution predicting the impact of known
factors is very difficult, and we cannot anticipate all factors that could affect our actual results.

All of our forward-looking statements are subject to risks and uncertainties that may cause our actual results to differ
materially from our expectations. Important factors that could cause actual results to differ materially from our
expectations include, but are not limited to:

our retail-based business model is impacted by general economic conditions and economic and financial uncertainties
may cause a decline in consumer spending;

our concentration of stores in the Western United States makes us susceptible to adverse conditions in this region,
which could affect our sales and cause our operating results to suffer;

we operate in a highly fragmented and competitive industry and may face increased competition;

we may not be able to anticipate, identify and respond to changes in consumer demands, including regional
preferences, in a timely manner;

we may not be successful in operating our stores in any existing or new markets into which we expand; and

current and future government regulations, in particular regulations relating to the sale of firearms and ammunition,
may impact the demand for our products and our ability to conduct our business.

The above is not a complete list of factors or events that could cause actual results to differ from our expectations, and
we cannot predict all of them. All written and oral forward-looking statements attributable to us, or persons acting on
our behalf, are expressly qualified in their entirety by the cautionary statements disclosed under “Risk Factors,”
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and elsewhere in this 10-Q,
as such disclosures may be amended, supplemented or superseded from time to time by other reports we file with the
Securities and Exchange Commission (the “SEC”), including subsequent Annual Reports on Form 10-K and Quarterly
Reports on Form 10-Q, and public communications. You should evaluate all forward-looking statements made in this
10-Q and otherwise in the context of these risks and uncertainties.

Potential investors and other readers are urged to consider these factors carefully in evaluating the forward-looking
statements and are cautioned not to place undue reliance on any forward-looking statements we make. These
forward-looking statements speak only as of the date of this 10-Q and are not guarantees of future performance or
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developments and involve known and unknown risks, uncertainties and other factors that are in many cases beyond
our control. Except as required by law, we undertake no obligation to update or revise any forward-looking statements
publicly, whether as a result of new information, future developments or otherwise.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

SPORTSMAN’S WAREHOUSE HOLDINGS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

Amounts in Thousands, Except Per Share Data

(unaudited)

Assets

Current assets:

Cash and cash equivalents
Accounts receivable, net
Merchandise inventories
Prepaid expenses and other
Deferred income taxes
Income taxes receivable
Total current assets
Property and equipment, net
Deferred income taxes
Definite lived intangibles, net
Other long-term assets, net
Total assets

Liabilities and Stockholders' Deficit

Current liabilities:

Accounts payable

Accrued expenses

Revolving line of credit

Current portion of long-term debt, net of discount
Current portion of deferred rent

Total current liabilities

Long-term liabilities:

Long-term debt, net of discount and current portion
Deferred rent, net of current portion

Total long-term liabilities

Total liabilities

Commitments and contingencies (Notes 8, 9, & 13)

August 2,

2014

$1,652
372
207,381
8,823
2,431
8,548
229,207
47917
6,051
6,632
2,525

$292,332

$49,687
36,130
62,915
1,860
2,482
153,074

155,042
28,672

183,714
336,788

February
1,
2014

$1,354
413
161,334
7,753
2,229
3,233
176,316
31,494
6,051
7,535
2,833

$224,229

$27,664
31,884
29,052
1,860
2,640
93,100

229,272
22,953

252,225
345,325
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Stockholders' deficit:
Preferred stock, $.01 par value; 20,000 and O shares

authorized, respectively; O shares issued and outstanding — —
Common stock, $.01 par value; 100,000 and 27,552 shares

authorized, respectively; 41,818 and 27,265 shares issued and outstanding, respectively 418 273
Restricted nonvoting common stock, $.01 par value;

0 and 6,888 shares authorized, respectively; 0 and 5,677 shares issued

and outstanding, respectively — 57
Additional paid-in capital 75,222 365
Accumulated deficit (120,096) (121,791)
Total stockholders' deficit (44,456 ) (121,096)
Total liabilities and stockholders' deficit $292,332 $224,229

The accompanying notes are an integral part of these condensed consolidated financial statements. 3




Edgar Filing: SPORTSMAN'S WAREHOUSE HOLDINGS, INC. - Form 10-Q

SPORTSMAN'S WAREHOUSE HOLDINGS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

Amounts in Thousands Except Per Share Data

(Unaudited)

13 Weeks Ended 26 Weeks Ended

August 2, August 3, August2, August 3,

2014 2013 2014 2013
Net sales $159,468 $155,857 $291,893 $292,377
Cost of goods sold 106,641 103,665 198,938 197,254
Gross profit 52,827 52,192 92,955 95,123
Selling, general, and administrative expenses 40,484 36,142 80,833 68,402
Bankruptcy related expenses — — — 55
Income from operations 12,343 16,050 12,122 26,666
Interest expense 4,107 ) (3,365 ) (9,365 ) (6,593 )
Income before income taxes 8,236 12,685 2,757 20,073
Income tax expense 3,173 5,029 1,062 7,958
Net income $5,063 $7,656 $1,695 $12,115
Earnings per share:
Basic $0.12 $0.23 $0.04 $0.36
Diluted $0.12 $0.23 $0.04 $0.36
Weighted average shares outstanding:
Basic 41,768 33,229 38,105 33,229
Diluted 41,966 33,229 38,315 33,229

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SPORTSMAN'S WAREHOUSE HOLDINGS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Amounts in Thousands

(unaudited)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash used in operating activities:

Depreciation of property and equipment
Amortization of discount on debt and deferred financing fees
Amortization of definite lived intangible

Net increase in deferred rent credit

Deferred income taxes

Stock-based compensation

Change in operating assets and liabilities, net of acquisition:
Accounts receivable, net

Merchandise inventories

Prepaid expenses and other

Accounts payable

Accrued expenses

Income taxes receivable and payable

Net cash used in operating activities

Cash flows from investing activities:

Purchase of property and equipment

Purchase of business

Net cash used in investing activities

Cash flows from financing activities:

Net borrowings on line of credit

Issuance of common stock, net

Increase in book overdraft

Excess tax benefits from stock-based compensation arrangements
Payment of withholdings on restricted stock units
Payment of deferred financing costs

Principal payments on unsecured note payable
Principal payments on long-term debt

Net cash provided by financing activities

Net change in cash and cash equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

26 Weeks Ended
August  August
2, 3,
2014 2013
$1,695 $12,115
3,167 1,813
674 738
903 613
5,561 66
202 ) 499 )
2,258 —
41 1,266
(46,047) (44,769)
(1,191 ) 1,447
22,023 16,527
(1,685 ) (1,047 )
(5,315 ) (9,395 )
(18,118) (21,125)
(19,590) (11,885)
— 47,767)
(19,590) (59,652)
33,863 40,920
73,393 —
5,931 7,946
287 —
993 ) —
— O )
— (2,756 )
(74,475) (625 )
38,006 45,476
298 (35,301)
1,354 36,515
$1,652 $1,214

10
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The accompanying notes are an integral part of these condensed consolidated financial statements.

5
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SPORTSMAN’S WAREHOUSE HOLDINGS, INC.
AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements (Unaudited)

Amounts reported in thousands, except per share data

(1) Description of Business and Basis of Presentation
Description of Business

Sportsman’s Warehouse Holdings, Inc. (“Holdings™) and its subsidiaries (collectively, the “Company”) operate retail
sporting goods stores. As of August 2, 2014, the Company operated 54 stores in 18 states. The Company’s stores are
aggregated into one single operating and reportable segment.

Basis of Presentation

The condensed consolidated financial statements included herein are unaudited and have been prepared by
management of the Company pursuant to the rules and regulations of the SEC. Certain information and footnote
disclosures normally included in financial statements prepared in accordance with accounting principles generally
accepted in the United States of America (“GAAP”) have been condensed or omitted pursuant to such rules and
regulations. The Company’s condensed consolidated balance sheet as of February 1, 2014 was derived from the
Company’s audited consolidated balance sheet as of that date. All other condensed consolidated financial statements
contained herein are unaudited and reflect all adjustments that are, in the opinion of management, necessary to
summarize fairly our condensed consolidated financial statements for the periods presented. All of these adjustments
are of a normal recurring nature. The results of the fiscal quarter ended August 2, 2014 are not necessarily indicative
of the results to be obtained for the year ending January 31, 2015. These condensed consolidated financial statements
should be read in conjunction with the Company’s audited consolidated financial statements and notes thereto for the
fiscal year ended February 1, 2014.

(2) Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying condensed consolidated financial statements include the accounts of Holdings and its wholly
owned subsidiaries. All intercompany accounts and transactions have been eliminated in consolidation.

Reporting Periods

The Company operates on a fiscal calendar that, in a given fiscal year, consists of the 52- or 53-week period ending on
the Saturday closest to January 31st. The fiscal second quarters ended August 2, 2014 and August 3, 2013 both
consisted of 13 weeks and are referred to herein as the second quarter of fiscal year 2014 and second quarter of fiscal
year 2013, respectively. Fiscal year 2013 contained 52 weeks of operations ended February 1, 2014. Fiscal year 2014
will contain 52 weeks of operations and will end on January 31, 2015.

12
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Seasonality

The Company’s business is generally seasonal, with a significant portion of total sales occurring during the third and
fourth quarters of the calendar year.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. Certain costs are estimated for the full year and
allocated to interim periods based on estimates of time expired, benefit received, or activity associated with the
interim period.

6
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Segment Reporting

The Company operates solely as a sporting goods retailer whose Chief Operating Decision Maker (“CODM?”) is the
Chief Executive Officer. The CODM reviews financial information presented on a consolidated and individual store
and cost center basis, for purposes of allocating resources and evaluating financial performance. The Company’s stores
typically have similar square footage and offer essentially the same general product mix. The Company’s core
customer demographic remains similar chainwide, as does the Company’s process for the procurement and marketing
of its product mix. Furthermore, the Company distributes its product mix chainwide from a single distribution center.
Given that the stores have the same economic characteristics, the individual stores are aggregated into one single
operating and reportable segment.

Cash and Cash Equivalents

The Company considers cash on hand in stores and highly liquid investments with an initial maturity of three months
or less as cash and cash equivalents. Checks issued pending bank clearance that result in overdraft balances for
accounting purposes are classified as accrued expenses in the accompanying condensed consolidated balance sheets.

In accordance with the terms of a financing agreement (Note 8), the Company maintains depository accounts with two
banks in a lock-box arrangement. Deposits into these accounts are used to reduce the outstanding balance on the line
of credit as soon as the respective bank allows the funds to be transferred to the financing company.

Accounts Receivable

The Company offers credit terms on the sale of products to certain government and corporate retail customers and
requires no collateral from these customers. The Company performs ongoing credit evaluations of its customers’
financial condition and maintains an allowance for doubtful accounts receivable based upon historical experience and
a specific review of accounts receivable at the end of each period. Actual bad debts may differ from these estimates
and the difference could be significant.

Merchandise Inventories

Merchandise inventories are stated at the lower of cost or market. Cost is determined using the weighted average cost
method. The Company estimates a provision for inventory shrinkage based on its historical inventory accuracy rates
as determined by periodic cycle counts. The allowance for damaged goods from returns is based upon historical
experience. The Company also adjusts inventory for obsolete or slow moving inventory based on inventory
productivity reports and by specific identification of slow moving or obsolete inventory.

Property and Equipment

Property and equipment are recorded at cost. Leasehold improvements primarily include the cost of improvements
funded by landlord incentives or allowances. Maintenance, repairs, minor renewals and betterments are expensed as
incurred. Major renewals and betterments are capitalized. Upon retirement or disposal of assets, the cost and
accumulated depreciation and amortization are eliminated from the respective accounts and the related gains or losses
are credited or charged to earnings.

Depreciation and amortization of property and equipment is computed using the straight-line method over the
estimated useful lives of the related assets. Leasehold improvements are amortized over the shorter of the useful lives
of the improvements or the term of the lease. Furniture, fixtures and equipment are depreciated over useful lives
ranging from 3 to 10 years.

14
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Impairment of Long-Lived Assets

The Company reviews its long-lived assets with definite lives for impairment whenever events or changes in
circumstances may indicate that the carrying value of an asset may not be recoverable. The Company uses an estimate
of the future undiscounted net cash flows of the related asset or group of assets over their remaining useful lives in
measuring whether the assets are recoverable. If the carrying amount of an asset exceeds its estimated future cash
flows, an impairment charge is recognized for the amount by which the carrying amount exceeds the estimated fair
value of the asset. Impairment of long-lived assets is assessed at the lowest levels for which there are identifiable cash
flows that are independent of other groups of assets. Assets to be disposed of are reported at the lower of the carrying
amount or fair value, less the estimated costs to sell.

Prepaid Expenses and Other

Prepaid expenses and other primarily consists of prepaid expenses, vendor rebates receivable, vendor advertising
receivables, tenant allowance receivables and miscellaneous deposits.

7
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Revenue Recognition

Revenue is recognized for retail sales at the time of the sale in the store. The Company records a reserve for estimated
product returns in each reporting period, based on its historical experience. Revenue for gift cards sold is deferred and
recognized as the gift cards are redeemed for merchandise. Gift card breakage income is recognized based upon
historical redemption patterns and represents the balance of gift cards for which the Company believes the likelihood
of redemption by the customer is remote. This income is included in the condensed consolidated statements of income
as a reduction in selling, general and administrative expenses.

Under the Company’s customer loyalty program, the Company issues credits in the form of points to loyalty program
members. The value of points earned by loyalty program members is included in accrued liabilities and recorded as a
reduction of revenue at the time the points are earned.

Customer deposits on items placed in layaway are recorded as a liability. Revenue is recognized on layaway
transactions at the time the customer takes possession of the merchandise. These liabilities are recorded as unearned
revenue in accrued expenses in the accompanying condensed consolidated balance sheets.

Sales taxes collected from customers and remitted to governmental authorities are accounted for on a net basis and,
therefore, are excluded from revenues in the accompanying condensed consolidated statements of income.

Cost of Goods Sold

Cost of goods sold primarily consists of merchandise acquisition costs, including freight-in costs, shipping costs,
terms discounts received from the vendor and vendor allowances and rebates associated directly with merchandise.
Vendor allowances include allowances and rebates received from vendors. The Company records an estimate of
earned allowances based on purchase volumes. These funds are determined for each fiscal year, and the majority is
based on various quantitative contract terms. Amounts expected to be received from vendors relating to purchase of
merchandise inventories are recognized as a reduction of cost of goods sold as the merchandise is sold. Historical
program results and current purchase volumes are reviewed when establishing the estimate for earned allowances.

Shipping and Handling Fees and Costs

All shipping and handling fees billed to customers are recorded as a component of net sales. All costs incurred related
to the shipping and handling of products are recorded in cost of sales.

Vendor Allowances

Vendor allowances include price allowances, volume rebates, store opening costs reimbursements, marketing
participation and advertising reimbursements received from vendors under the terms of specific arrangements with
certain vendors. Vendor allowances related to merchandise are recognized as a reduction of the costs of merchandise
as sold. Vendor reimbursements of costs are recorded as a reduction to expense in the period the related cost is
incurred based on actual costs incurred. Any cost reimbursements exceeding expenses incurred are recognized as a
reduction of the cost of merchandise sold. Volume allowances may be estimated based on historical purchases and
estimates of projected purchases.

Tenant Allowances

The Company may receive reimbursement from a landlord for some of the costs related to occupancy or tenant
improvements per lease provisions. These reimbursements may be referred to as tenant allowances or landlord

16
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reimbursements. Reimbursement from a landlord for occupancy or tenant improvements is included within deferred
rent on the accompanying condensed consolidated balance sheets. The deferred rent credit is amortized as rent
expense on a straight-line basis over the term of the lease. Landlord reimbursements from these transactions are
included in cash flows from operating activities as a change in deferred rent.

Health Insurance

The Company maintains for its employees a partially self-funded health insurance plan. The Company maintains
stop-loss insurance through an insurance company with a $100 per person deductible and aggregate claims limit above
a predetermined threshold. The Company intends to maintain this plan indefinitely. However, the plan may be
terminated, modified, suspended, or discontinued at any time for any reason specified by the Company.

8
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The Company has established reserve amounts based upon claims history and estimates of claims that have been
incurred but not reported. Actual claims may differ from the estimate and such difference could be significant. These
reserves are included in accrued expenses in the accompanying condensed consolidated balance sheets.

Operating Leases and Deferred Rent

The Company has various operating lease commitments on its store locations. Certain leases contain rent escalation
clauses that require higher rental payments in later years. Leases may also contain rent holidays, or free rents, during
the lease term. Rent expense is recognized on a straight-line basis over the lease term. Rent expense in excess of rental
payments is recorded as deferred rent on the accompanying condensed consolidated balance sheets.

Advertising

Costs for newspaper, television, radio and other advertising are expensed in the period in which the advertising
occurs. The Company participates in various advertising and marketing cooperative programs with its vendors, who,
under these programs, reimburse the Company for certain costs incurred. Payments received under these cooperative
programs are recorded as a decrease to expense in the period that the advertising occurred. These amounts are
included in selling, general and administrative expenses in the accompanying condensed consolidated statements of
income.

Stock-Based Compensation

Compensation expense is estimated based on grant date fair value on a straight-line basis over the requisite service
period. Costs associated with awards are included in compensation expense as a component of selling, general and
administrative expenses.

Income Taxes

The Company recognizes a deferred income tax liability or deferred income tax asset for the future tax consequences
attributable to differences between the financial statement basis of existing assets and liabilities and their respective
tax basis. Deferred income tax assets and liabilities are measured using enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be recovered or settled. A valuation
allowance is provided against deferred income tax assets when it is more likely than not that all or some portion of the
deferred income tax assets will not be realized.

The Company recognizes the tax benefit from an uncertain tax position only if it is more likely than not that the tax
position will be sustained on examination by the relevant tax authorities, based on the technical merits of the position.
Interest and potential penalties are accrued related to unrecognized tax benefits in the provision for income taxes.

Fair Value of Financial Instruments

The carrying amounts of financial instruments except for long-term debt approximate fair value because of the general
short-term nature of these instruments. The carrying amounts of long-term variable rate debt approximate fair value as
the terms are consistent with market terms for similar debt instruments.

Earnings Per Share

Basic earnings per share is calculated by dividing net income or loss by the weighted-average number of shares of
common stock outstanding, reduced by the number of shares repurchased and held in treasury, during the period.

18
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Diluted earnings per share represents basic earnings per share adjusted to include the potentially dilutive effect of
outstanding share option awards, nonvested share awards and nonvested share unit awards.

Comprehensive Income

The Company has no components of net income or loss that would require classification as other comprehensive
income for the quarters ended August 2, 2014 and August 3, 2013.

9

19



Edgar Filing: SPORTSMAN'S WAREHOUSE HOLDINGS, INC. - Form 10-Q

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board issued Accounting Standards Update ("ASU") 2014-09
"Revenue from Contracts with Customers" (Topic 606) ("ASU 2014-09"). ASU 2014-09 is a comprehensive new
revenue recognition model requiring a company to recognize revenue to depict the transfer of goods or services to a
customer at an amount reflecting the consideration it expects to receive in exchange for those goods or services. In
adopting ASU 2014-09, companies may use either a full retrospective or a modified retrospective approach. ASU
2014-09 is effective for the first interim period within annual reporting periods beginning after December 15, 2016,
and early adoption is not permitted. Management is evaluating the provisions of ASU 2014-09 and has not determined
what impact the adoption of ASU 2014-09 will have on the Company's financial position or results of operations.

(3) Initial Public Offering

On April 23, 2014, the Company completed its initial public offering, pursuant to which it issued and sold 8,333
shares of common stock at a price to the public of $9.50 per share; included in this offering was the sale of 4,167
shares by affiliates of Seidler Equity Partners III, L.P. The total net proceeds raised by the Company were $70,299
after deducting underwriting discounts and commissions of $5,542 and other offering expenses of $3,326. Total net
proceeds were used to make an unscheduled early payment on the term loan (Note 9). In connection with the initial
public offering, all of the then-outstanding shares of restricted nonvoting common stock automatically converted into
shares of common stock.

On May 16, 2014, the underwriters of the Company’s initial public offering of common stock partially exercised the
over-allotment option granted at the time of the initial public offering to purchase an additional 1,400 shares of
common stock at the public offering price of $9.50 per share, less underwriting discounts and commissions, which
consists of 350 shares sold by the Company and 1,050 shares sold by affiliates of Seidler Equity Partners III, L.P. The
Company received, after deducting underwriting discounts and commissions and estimated offering expenses,
approximately $3,100 of net proceeds. Substantially all of the net proceeds were used for the repayment of an
additional amount outstanding under the Company’s term loans.

(4) Stock Split

On April 2, 2014, the Company’s board of directors approved an amendment to the Company’s amended and restated
certificate of incorporation to effect a 2.87-for-1 stock split of the Company’s common stock and restricted nonvoting
common stock and to increase the number of authorized shares of capital stock that the Company is authorized to
issue to 110,000 shares of capital stock in aggregate, consisting of 100,000 shares of common stock and 10,000 shares
of restricted nonvoting common stock. The certificate of amendment giving effect to the stock split was filed on April
3,2014. On April 16, 2014, the Company adopted a new charter, under which the Company is authorized to issue up
to 120,000 shares of capital stock in aggregate, consisting of 100,000 shares of common stock and 20,000 shares of
preferred stock. All information in the accompanying condensed consolidated financial statements and the related
notes thereto related to common stock, restricted nonvoting common stock, restricted stock unit awards and earnings
per share have been adjusted to reflect the 2.87-for-1 stock split.

(5) Acquisition
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On March 11, 2013, the Company acquired certain assets and assumed certain liabilities of Wholesale Sports Outdoor
Outfitters.

Pro Forma Results

The following pro forma results are based on the individual historical results of the acquired stores with adjustments
to give effect to the combined operations as if the acquisition has been consummated at the beginning of fiscal year
2013. The pro forma results are intended for information purposes only and do not purport to represent what the
combined results of operations would actually have been had the acquisition in fact occurred at the beginning of the
earliest period presented.

26 Weeks
Ended
August 3,
2013
(In
thousands,
except per
share
amounts)
Net sales $293,043
Net income $11,998
Basic earnings per share  $0.36
Diluted earnings per share $ 0.36

10
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(6) Property and Equipment

Property and equipment as of August 2, 2014 and February 1, 2014 were as follows:

August  February

2, 1,

2014 2014
Furniture, fixtures, and equipment $30,348
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