
SPORTSMAN'S WAREHOUSE HOLDINGS, INC.
Form 10-Q
December 05, 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
1934
For the quarterly period ended November 1, 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

of incorporation or organization)

(I.R.S. Employer

Identification No.)

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

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

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

1



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 December 5, 2014, the registrant had 41,818,235 shares of common stock, $0.01 par value per share,
outstanding.
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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 third quarters ended November 1, 2014 and November 2, 2013 both
consisted of 13 weeks and are referred to herein as the third quarter of fiscal year 2014 and the third 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,” “likely,” “may,”
“objective,” “plan,” “potential,” “positioned,” “predict,” “should,” “target,” “will,” “would” and other words and terms of similar meaning
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.

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
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
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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)

November
1,

February
1,

2014 2014
Assets
Current assets:
Cash and cash equivalents $1,738 $1,354
Accounts receivable, net 470 413
Merchandise inventories 230,602 161,334
Prepaid expenses and other 8,944 7,753
Deferred income taxes 2,632 2,229
Income taxes receivable 6,828 3,233
Total current assets 251,214 176,316
Property and equipment, net 49,849 31,494
Deferred income taxes 6,051 6,051
Definite lived intangibles, net 6,181 7,535
Other long-term assets, net 2,371 2,833
Total assets $315,666 $224,229

Liabilities and Stockholders' Deficit
Current liabilities:
Accounts payable $62,112 $27,664
Accrued expenses 38,396 31,884
Revolving line of credit 62,894 29,052
Current portion of long-term debt, net of discount 1,860 1,860
Current portion of deferred rent 2,674 2,640
Total current liabilities 167,936 93,100
Long-term liabilities:
Long-term debt, net of discount and current portion 154,577 229,272
Deferred rent, net of current portion 28,171 22,953
Total long-term liabilities 182,748 252,225
Total liabilities 350,684 345,325

Commitments and contingencies (Notes 8, 9, & 13)
Stockholders' deficit:
Preferred stock, $.01 par value; 20,000 and 0 shares — —
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authorized, respectively; 0 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 75,744 365
Accumulated deficit (111,180) (121,791)
Total stockholders' deficit (35,018 ) (121,096)
Total liabilities and stockholders' deficit $315,666 $224,229

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 INCOME

Amounts in Thousands Except Per Share Data

(unaudited)

Thirteen Weeks Ended
Thirty-Nine Weeks
Ended

November 1,November 2, November 1,November 2,
2014 2013 2014 2013

Net sales $182,532 $ 175,059 $474,425 $ 467,436
Cost of goods sold 121,881 119,836 320,819 317,090
Gross profit 60,651 55,223 153,606 150,346

Selling, general, and administrative expenses 42,026 38,240 122,859 106,642
Bankruptcy related expenses — — — 55
Income from operations 18,625 16,983 30,747 43,649
Interest expense (4,122 ) (13,302 ) (13,487 ) (19,895 )
Income before income taxes 14,503 3,681 17,260 23,754
Income tax expense 5,587 1,459 6,649 9,417
Net income $8,916 $ 2,222 $10,611 $ 14,337
Earnings per share:
Basic $0.21 $ 0.07 $0.27 $ 0.43
Diluted $0.21 $ 0.07 $0.27 $ 0.43
Weighted average shares outstanding:
Basic 41,818 33,229 39,342 33,229
Diluted 41,931 33,229 39,553 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)

Thirty Nine Weeks
Ended
November
1,

November
2,

2014 2013
Cash flows from operating activities:
Net income $10,611 $14,337
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation of property and equipment 5,183 3,290
Amortization of discount on debt and deferred financing fees 977 6,607
Amortization of definite lived intangible 1,354 1,065
Net increase (decrease) in deferred rent credit 5,252 (65 )
Gain on asset dispositions — (112 )
Deferred income taxes (403 ) (1,038 )
Stock-based compensation 2,780 —
Change in operating assets and liabilities, net of acquisition:
Accounts receivable, net (57 ) 1,266
Merchandise inventories (69,268) (75,499 )
Prepaid expenses and other (1,338 ) 1,824
Other long-term assets — 49
Accounts payable 34,448 17,051
Accrued expenses 303 1,194
Income taxes receivable and payable (3,595 ) (10,079 )
Net cash used in operating activities (13,753) (40,110 )
Cash flows from investing activities:
Purchase of property and equipment (23,538) (15,518 )
Purchase of business — (47,767 )
Proceeds from sale of fixed assets — 124
Net cash used in investing activities (23,538) (63,161 )
Cash flows from financing activities:
Net borrowings on line of credit 33,842 57,313
Borrowings on term loan — 235,000
Issuance of common stock, net 73,393 —
Dividends paid — (101,065)
Increase in book overdraft 6,209 11,733
Excess tax benefits from stock-based compensation arrangements 287 —
Payment of withholdings on restricted stock units (993 ) —
Payment of deferred financing costs — (3,960 )
Principal payments on unsecured note payable — (2,756 )
Principal payments on long-term debt (75,063) (125,275)
Discount on term loan — (2,938 )
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Net cash provided by financing activities 37,675 68,052
Net change in cash and cash equivalents 384 (35,219 )
Cash and cash equivalents at beginning of period 1,354 36,515
Cash and cash equivalents at end of period $1,738 $1,296

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

Description of Business

Sportsman’s Warehouse Holdings, Inc. (“Holdings”) and its subsidiaries (collectively, the “Company”) operate retail
sporting goods stores. As of November 1, 2014, the Company operated 55 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 November 1, 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 third quarters ended November 1, 2014 and November 2, 2013 both
consisted of 13 weeks and are referred to herein as the third quarter of fiscal year 2014 and third 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.

Seasonality
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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.

Impairment of Long-Lived Assets
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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
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
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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.
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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.

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.

Workers Compensation Insurance

The Company maintains for its employees a partially self-funded workers compensation plan. The Company
maintains stop-loss insurance through an insurance company with a $150 per claim 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.

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.
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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.
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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.
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 13 week or 39 week periods ended November 1, 2014 and November 2, 2013.

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
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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.
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(5) Acquisition

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.

39 Weeks
Ended
November
2, 2013
(In
thousands,
except
per share
amounts)

Net sales $ 468,102
Net income $ 14,220
Basic earnings per share $ 0.43
Diluted earnings per share $ 0.43

(6) Property and Equipment

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

November
1,

February
1,

2014 2014
Furniture, fixtures, and equipment $ 32,237 $23,953
Leasehold improvements 32,736 15,943
Construction in progress 3,125 4,664

68,098 44,560
Less accumulated depreciation and amortization (18,249 ) (13,066)

$ 49,849 $31,494

(7) Accrued Expenses

Accrued expenses consisted of the following as of November 1, 2014 and February 1, 2014:
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November
1,

February
1,

2014 2014
Book overdraft $ 11,905 $5,696
Unearned revenue 6,747 8,579
Accrued payroll and related expenses 7,362 6,919
Sales and use tax payable 3,549 2,277
Other 8,833 8,413

$ 38,396 $31,884

(8) Revolving Line of Credit

As of November 1, 2014 and February 1, 2014, the Company had $70,096 and $34,029, respectively, in outstanding
revolving loans under a financing agreement (the “Revolving Line of Credit”). Amounts outstanding are offset on the
condensed consolidated balance sheets by amounts in depository accounts under lock-box arrangements, which were
$7,202 and $4,977 as of November 1, 2014 and February 1, 2014, respectively. As of November 1, 2014, the
Company had $24,004 of net borrowing availability under the terms of the Revolving Line of Credit and stand-by
commercial letters of credit of $400. As of November 1, 2014, the Company was in compliance with all covenants
under the Revolving Line of Credit. The Revolving Line of Credit matures on August 20, 2018. The Revolving Line
of Credit was modified subsequent to November 1, 2014 (see Note 14).
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(9) Long-Term Debt

Long-term debt consisted of the following as of November 1, 2014 and February 1, 2014:

November
1,

February
1,

2014 2014
Term loan $158,763 $233,825
Less discount (2,326 ) (2,693 )

156,437 231,132
Less current portion, net of discount (1,860 ) (1,860 )
Long-term portion $154,577 $229,272

Term Loan

The Company’s wholly owned subsidiary, Sportsman’s Warehouse, Inc. entered into a $235,000 senior secured term
loan facility (“Term Loan”), consisting of a $185,000 tranche and a $50,000 tranche, with Credit Suisse AG as
administrative agent and collateral agent, on August 20, 2013 (“Closing Date”). The Term Loan was refinanced
subsequent to November 1, 2014 (see Note 14).

The Term Loan is secured by a lien on substantially all of the tangible and intangible assets of Sportsman’s
Warehouse, Inc. The lien securing the obligations under the Term Loan is a first priority lien as to certain non-liquid
assets, including equipment, intellectual property, proceeds of assets sales and other personal property.

The Term Loan was issued at a discount of $2,938, which is classified as a reduction of the unpaid balance on the
condensed consolidated balance sheets. The discount is being amortized over the term of the note using the effective
interest method and is included as a component of interest expense on the condensed consolidated statements of
income.

The Term Loan requires quarterly principal payments of $588 payable on the last business day of each fiscal quarter
commencing on November 1, 2013, and continuing up to and including August 20, 2019. A final installment payment
consisting of the remaining unpaid balance is due on August 20, 2019. The Company may be required to make
mandatory prepayments on the term loans in the event of, among other things, certain asset sales, the receipt of
payment in respect of certain insurance claims or upon the issuance or incurrence of certain indebtedness. After the
completion of fiscal year 2014, Sportsman’s Warehouse, Inc. may also be required to make mandatory prepayments
based on any excess cash flows as defined in the term loan agreement.

The Term Loans bear interest at a rate per annum equal to the one-, two-, three-, or six-month LIBOR (or, the nine- or
12-month LIBOR), as defined in the term loan agreement, at the Company’s election, which cannot be less than 1.25%,
plus an applicable margin of 6.00% and 10.75% for the $185,000 tranche and $50,000 tranche, respectively. Since
LIBOR has been less than 1.25% since the inception of the Term Loans through November 1, 2014, the interest rates
have been fixed at 7.25% and 12.0% on the $185,000 tranche and $50,000 tranche, respectively.

On April 24, 2014 and May 23, 2014, Sportsman’s Warehouse, Inc. made unscheduled principal prepayments of
$70,299 and $3,094, respectively, on a pro rata basis between the two tranches, using the net proceeds of its initial
public offering and over-allotment exercise (Note 3).
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As of November 1, 2014, the Term Loan had $156,437 outstanding, net of unamortized discount of $2,326. During
the 13 weeks and 39 weeks ended November 1, 2014, the Company recognized $122 and $368, respectively, of
non-cash interest expense with respect to the amortization of this discount.

Prior to August 20, 2013, Sportsman’s Warehouse had a $125,000 term loan that bore interest equal to the three-month
LIBOR, which could not be less than 1.50%, plus an applicable margin of 7.00%. The interest rate on this term loan
was fixed at 8.5% during fiscal year 2013 until the Company repaid it on August 20, 2013, because LIBOR was never
more than 1.50% during that time. During the 13 weeks and 39 weeks ended November 2, 2013, the Company
recognized $115 and $345, respectively, of non-cash interest expense with respect to the amortization of the discount
on the $125,000 term loan.

As part of the term loan agreement, there are a number of financial and non-financial debt covenants. The financial
covenants include a net leverage ratio and an interest coverage ratio to be measured on a trailing twelve month basis.
As of November 1, 2014, Sportsman’s Warehouse Inc. was in compliance with all covenants under the Term Loan.
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Restricted Net Assets

The provisions of the Term Loan and the Revolving Line of Credit restrict all of the net assets of the Company’s
consolidated subsidiaries, which constitute all of the net assets on the Company’s condensed consolidated balance
sheet as of November 1, 2014, from being used to pay any dividends without prior written consent from the financial
institutions party to the Company’s Term Loan and Revolving Line of Credit.

(10) Income Taxes

The 2014 estimated annual effective tax rate is expected to be 38.5% compared to 37.1% for the full year 2013. The
change in the annual effective tax rate is primarily due to the store mix and applicable effective state income tax rates
after apportionment.

(11) Earnings Per Share

Basic earnings per share is calculated by dividing net income 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. 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.

The following table sets forth the computation of basic and diluted earnings per common share:

13 Weeks Ended 39 Weeks Ended
November
1,

November
2,

November
1,

November
2,

2014 2013 2014 2013
Net income $8,916 $ 2,222 $10,611 $ 14,337

Weighted-average shares of common stock outstanding:
Basic 41,818 33,229 39,342 33,229
Dilutive effect of common stock equivalents 113 — 211 —
Diluted 41,931 33,229 39,553 33,229
Basic earnings per share $0.21 $ 0.07 $0.27 $ 0.43
Diluted earnings per share $0.21 $ 0.07 $0.27 $ 0.43

For the 13 weeks and 39 weeks ended November 2, 2013, basic net income per share was the same as diluted net
income per share because there were no outstanding potentially dilutive securities.

(12) Stock-Based Compensation

Under the terms of the restricted stock unit agreements, twenty-five percent of the outstanding restricted stock units
vested on the effective date of the registration statement relating to the initial public offering because such date
occurred within the first vesting period of the outstanding restricted stock units. The Company recognized $1,208 of
stock-based compensation expense as a result of the change in the vesting date. The remaining non-vested restricted
stock units will vest one third annually on each of the first three anniversaries of the effective date of the registration
statement relating to the initial public offering.

The following table sets forth the rollforward of outstanding restricted stock units:
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39 Weeks
Ended
November
1, 2014

Unvested restricted stock units at February 1, 2014 1,193,747
Forfeiture 8,541
Vesting in connection with initial public offering 297,401
Unvested restricted stock units at November 1, 2014 887,805

Total compensation expense related to the restricted stock unit awards recognized during the 13 weeks ended
November 1, 2014 and November 2, 2013 was $522 and $0, respectively. Total compensation expense recognized
during the 39 weeks ended November 1, 2014 and November 2, 2013 was $2,780 and $0, respectively.
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(13) Commitments and Contingencies

Operating Leases

The Company leases its retail store, office space and warehouse locations under non-cancelable operating leases. Rent
expense under these leases totaled $9,578 and $27,730, respectively, for the 13 weeks and 39 weeks ended November
1, 2014 and $8,549 and $24,029, respectively, for the 13 weeks and 39 weeks ended November 2, 2013.

Legal Matters

The Company is involved in various legal matters generally incidental to its business. The Company believes, after
discussion with legal counsel, the disposition of these matters will not have a material impact on its consolidated
financial condition, liquidity, or results of operations.

(14) Subsequent Events

On December 3, 2014 (“Closing Date”), the Company’s wholly owned subsidiary, Sportsman’s Warehouse, Inc.,
refinanced its existing $235,000 Term Loan facility, of which $158,800 was outstanding as of November 1, 2014, and
entered into a new $160,000 senior secured term loan facility (“New Term Loan”) with Cortland Capital Market
Services LLC as administrative agent and collateral agent. The New Term Loan was issued at a price of 99% of the
aggregate principal amount and has a maturity date of December 3, 2020.

All of Sportsman’s Warehouse, Inc.’s obligations under the New Term Loan are guaranteed by Holdings, Minnesota
Merchandising Corporation, a wholly owned subsidiary of Holdings, and each of Sportsman’s Warehouse, Inc.’s
subsidiaries.

The New Term Loan is secured by a lien on substantially all of the Company’s tangible and intangible assets. The lien
securing the obligations under the New Term Loan is a first priority lien as to certain non-liquid assets, including
equipment, intellectual property, proceeds of assets sales and other personal property.

The New Term Loan requires quarterly principal payments of $400 payable on the last business day of each fiscal
quarter commencing on May 1, 2015, and continuing up to and including October 30, 2020. A final installment
payment consisting of the remaining unpaid balance is due on December 3, 2020.

As a result of this refinance, we recorded $5,700 in expense related to the write-off of term loan fees, which included
deferred financing fees, the discount, and a prepayment penalty.

Sportsman’s Warehouse, Inc. may be required to make mandatory prepayments on the New Term Loan in the event of,
among other things, certain asset sales, the receipt of payment in respect of certain insurance claims or the issuance or
incurrence of certain indebtedness. Sportsman’s Warehouse, Inc. may also be required to make mandatory
prepayments based on any excess cash flows as defined in the agreement for the New Term Loan.

The New Term Loan bears interest at a rate per annum equal to the one-, two-, three-, or six-month LIBOR (or, the
nine- or 12-month LIBOR), as defined in the term loan agreement, at the Company’s election, which cannot be less
than 1.25%, plus an applicable margin of 6.00%.

The New Term Loan contain customary affirmative and negative covenants, including covenants that limit the
Company’s ability to incur, create or assume certain indebtedness, to incur or assume certain liens, to purchase, hold or
acquire certain investments, to declare or make certain dividends and distributions and to engage in certain mergers,
consolidations and asset sales. The New Term Loan also requires the Company to comply with specified financial
covenants, including a minimum interest coverage ratio and a maximum total net leverage ratio. The New Term Loan
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also contains customary events of default.

In conjunction with the refinance of the Term Loan, the borrowing capacity of the Revolving Line of Credit facility
was increased to $135,000 from $105,000, and the maturity date was extended to December 3, 2019.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS.

The discussion below contains forward-looking statements that involve risks and uncertainties. Our actual results
could differ materially from those anticipated in these forward-looking statements as a result of various factors,
including those which are discussed in the “Risk Factors” section in Part II, Item 1A of this 10-Q. Also see “Statement
Regarding Forward-Looking Statements” preceding Part I.

The following discussion and analysis should be read in conjunction with the unaudited condensed consolidated
financial statements and the notes thereto included in this 10-Q.

Overview

We are a high-growth outdoor sporting goods retailer focused on meeting the everyday needs of the seasoned outdoor
veteran, the first-time participant and every enthusiast in between. Our mission is to provide a one-stop shopping
experience that equips our customers with the right quality, brand name hunting, shooting, fishing and camping gear
to maximize their enjoyment of the outdoors.

Our business was founded in 1986 as a single retail store in Midvale, Utah. Today, we operate 55 stores in 18 states,
totaling approximately 2.6 million gross square feet. During fiscal year 2014 to date, we have increased our gross
square footage by 14.0% through the opening of eight stores during the 39 weeks ended November 1, 2014 in the
following locations:

�Hillsboro, Oregon on March 15, 2014
�Carson City, Nevada on April 5, 2014
�East Wenatchee, Washington on April 26, 2014
�Chico, California on May 10, 2014
�Vernal, Utah on June 7, 2014
�Rancho Cordova, California on July 12, 2014
�Kelso, Washington on August 2, 2014
�Pocatello, Idaho on August 16, 2014
Individual stores are aggregated into one operating and reportable segment.

How We Assess the Performance of Our Business

In assessing the performance of our business, we consider a variety of performance and financial measures. The key
measures for determining how our business is performing are net sales, same store sales, gross margin, selling, general
and administrative expenses, income from operations and Adjusted EBITDA.

Net Sales and Same Store Sales

Our net sales are primarily received from revenue generated in our stores and also include sales generated through our
e-commerce platform. When measuring revenue generated from our stores, we review our same store sales as well as
the performance of our stores that have not operated for a sufficient amount of time to be included in same store sales.
We include net sales from a store in same store sales on the first day of the 13th full fiscal month following the store’s
opening or acquisition by us. We exclude net sales from e-commerce from our calculation of same store sales and for
fiscal years consisting of 53 weeks, such as fiscal year 2012, we exclude net sales during the 53rd week from our
calculation of same store sales.
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Measuring the change in year-over-year same store sales allows us to evaluate how our retail store base is performing.
Various factors affect same store sales, including:

�changes or anticipated changes to regulations related to some of the products we sell;
�consumer preferences, buying trends and overall economic trends;
�our ability to identify and respond effectively to local and regional trends and customer preferences;
�our ability to provide quality customer service that will increase our conversion of shoppers into paying customers;
�competition in the regional market of a store;
�atypical weather;
�changes in our product mix; and
�changes in pricing and average ticket sales.
Opening new stores is also an important part of our growth strategy. Since the beginning of fiscal year 2010, we have
opened 20 stores, including the eight new stores we have opened in fiscal year 2014. We do not expect to open any
additional stores in 2014. For the next several years, we intend to grow our store base at a rate of eight to 13 stores
annually. As part of our growth strategy, we also re-acquired ten stores in fiscal year 2013 that were previously
operated under our Sportsman’s Warehouse banner.

For our new locations, we measure our investment by reviewing the new store’s four-wall Adjusted EBITDA margin
and pre-tax return on invested capital (“ROIC”). We target a minimum 10% four-wall Adjusted EBITDA margin and a
minimum ROIC of 50% excluding initial inventory costs (or 20% including initial inventory cost) for the first full
twelve months of operation for a new store. The 12 new stores that we have opened since 2010 and that have been
open for a full twelve months (excluding the 10 acquired stores) have achieved an average four-wall Adjusted
EBITDA margin of 14.3% and an average ROIC of 121.6% excluding initial inventory cost (and 38.7% including
initial inventory cost) during their first full twelve months of operations. Four-wall Adjusted EBITDA means, for any
period, a particular store’s Adjusted EBITDA, excluding any allocations of corporate selling, general and
administrative expenses allocated to that store. Four-wall Adjusted EBITDA margin means, for any period, a store’s
four-wall Adjusted EBITDA divided by that store’s net sales. For a definition of Adjusted EBITDA and Adjusted
EBITDA margin and a reconciliation of net income to Adjusted EBITDA, see “—Non-GAAP Measures.” ROIC means a
store’s four-wall Adjusted EBITDA for a given period divided by our initial cash investment in the store. We calculate
ROIC both including and excluding the initial inventory cost.

We also have been scaling our e-commerce platform and increasing sales through our website,
www.sportsmanswarehouse.com.

We believe the key drivers to increasing our total net sales will be:

�increasing our total gross square footage by opening new stores and increasing the selling square footage of our
existing stores;
�continuing to increase and improve same store sales in our existing markets;
�increasing customer visits to our stores and improving our conversion rate through focused marketing efforts and
continually high standards of customer service;
�increasing the average ticket sale per customer; and
�expanding our e-commerce platform.
Gross Margin

Gross profit is our net sales less cost of goods sold. Gross margin measures our gross profit as a percentage of net
sales. Our cost of goods sold primarily consists of merchandise acquisition costs, including freight-in costs, shipping
costs, payment term discounts received from the vendor and vendor allowances and rebates associated directly with
merchandise and shipping costs related to e-commerce sales.
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We believe the key drivers to improving our gross margin are increasing the product mix to higher margin products,
particularly clothing and footwear, improving buying opportunities with our vendor partners and coordinating pricing
strategies among our stores and buying group. Our ability to properly manage our inventory can also impact our gross
margin. Successful inventory management ensures we have sufficient high margin products in stock at all times to
meet customer demand, while overstocking of items could lead to markdowns in order to help a product sell. We
believe that the overall growth of our business will allow us to generally maintain or increase our gross margins,
because increased merchandise volumes will enable us to maintain our strong relationships with our vendors.
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Selling, General and Administrative Expenses

We closely manage our selling, general and administrative expenses. Our selling, general and administrative expenses
are comprised of payroll, rent and occupancy, depreciation and amortization, acquisition expenses, pre-opening
expenses and other operating expenses, including share-based compensation expense. Pre-opening expenses include
expenses incurred in the preparation and opening of a new store location, such as payroll, travel and supplies, but do
not include the cost of the initial inventory or capital expenditures required to open a location.

Our selling, general and administrative expenses are primarily influenced by the volume of net sales of our locations,
except for our corporate payroll, rent and occupancy and depreciation and amortization, which are generally fixed in
nature. We control our selling, general and administrative expenses through a budgeting and reporting process that
allows our personnel to adjust our expenses as trends in net sales activity are identified.

We expect that our selling, general and administrative expenses will increase in future periods due to our continuing
growth and in part to additional legal, accounting, insurance and other expenses we expect to incur as a result of being
a public company.

Income from Operations

Income from operations is gross profit less selling, general and administrative expenses. We use income from
operations as an indicator of the productivity of our business and our ability to manage selling, general and
administrative expenses.

Adjusted EBITDA

We define Adjusted EBITDA as net income plus interest expense, income tax expense, depreciation and amortization,
stock-based compensation expense, pre-opening expenses, expenses related to bonuses paid as a result of the
successful completion of our initial public offering, bankruptcy-related expenses and expenses related to the
acquisition of ten stores in fiscal year 2013. In evaluating our business, we use Adjusted EBITDA and Adjusted
EBITDA margin as an additional measurement tool for purposes of business decision-making, including evaluating
store performance, developing budgets and managing expenditures. See “—Non-GAAP Measures.”

Results of Operations

The following table summarizes key components of our results of operations as a percentage of net sales for the
periods indicated:

Thirteen Weeks
Ended

Thirty-Nine Weeks
Ended

November
1,
2014

November
2, 2013

November
1,
2014

November
2, 2013

Percentage of net sales:
Net sales 100.0% 100.0 % 100.0% 100.0 %
Cost of goods sold 66.8 68.5 67.6 67.8
Gross profit 33.2 31.5 32.4 32.2
Selling, general and administrative expenses 23.0 21.8 25.9 22.8
Bankruptcy-related expenses 0.0 0.0 0.0 0.0
Income from operations 10.2 9.7 6.5 9.4
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Interest expense 2.2 7.6 2.8 4.3
Income before income taxes 8.0 2.1 3.7 5.1
Income tax expense 3.1 0.8 1.5 2.0
Net income 4.9 % 1.3 % 2.2 % 3.1 %
Adjusted EBITDA 12.0 % 10.9 % 9.4 % 11.0 %
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The following table shows our sales during the periods presented by department:

Thirteen Weeks
Ended

Thirty-Nine Weeks
Ended

Department Product Offerings

November
1,
2014

November
2, 2013

November
1,
2014

November
2, 2013

Camping Backpacks, camp essentials, canoes and kayaks,
coolers, outdoor cooking equipment, sleeping
bags, tents and tools

13.3 % 12.1 % 14.5 % 12.9 %

Clothing Camouflage, jackets, hats, outerwear, sportswear,
technical gear and work wear

10.2 10.3 8.3 7.5

Fishing Bait, electronics, fishing rods, flotation items, fly
fishing, lines, lures, reels, tackle and small boats

7.6 6.9 10.7 9.9

Footwear Hiking boots, socks, sport sandals, technical
footwear, trail shoes, waders and work boots

7.2 7.1 7.1 6.3

Hunting and
Shooting

Ammunition, archery items, ATV accessories,
blinds and tree stands, decoys, firearms, reloading
equipment and shooting gear

47.4 49.7 46.9 52.0

Optics, Electronics
and Accessories

Gift items, GPS devices, knives, lighting, optics
(e.g. binoculars) and two-way radios

10.8 10.4 9.2 8.6

Other 3.5 3.5 3.3 2.8
Total 100.0% 100.0 % 100.0% 100.0 %
Thirteen Weeks Ended November 1, 2014 Compared to Thirteen Weeks Ended November 2, 2013

Net Sales. Net sales increased by $7.5 million or 4.3%, to $182.5 million in the 13 weeks ended November 1, 2014
compared to $175.1 million in the corresponding period of fiscal year 2013. Net sales increased due to net sales
generated from our new store openings that have been open for less than 12 months and were, therefore, not included
in our same store sales. These new stores generated $18.1 million in additional net sales in the third quarter of fiscal
year 2014 compared to the third quarter of fiscal year 2013. This increase from our new store openings was partially
offset by a decline in our same stores sales for the period of 6.2% (or a decrease of 3.2% excluding firearms and
ammunition).

Each of our departments recognized an increase in net sales from the third quarter of fiscal year 2013 except for our
hunting and shooting department. We experienced strong demand for our products in our camping department during
the quarter. We also continued to see increased net sales from our clothing department as we continue to roll out the
“store-within-a-store” concept with certain of our key vendors. All of our departments, other than our hunting and
shooting department, combined for an increase in net sales of $7.7 million during the third quarter of fiscal year 2014
as compared to the third quarter of fiscal year 2013. Our hunting and shooting department had a decrease in net sales
during the quarter of $0.5 million that is a result of decreased unit pricing of firearms and decreased demand for
ammunition and related products as compared to the corresponding period of fiscal year 2013. During the fourth fiscal
quarter of fiscal year 2012, we experienced an increased demand for firearms and ammunition that continued into the
first half of fiscal year 2013, due in part to the public perception during that period that federal or state legislation
might be enacted that would potentially make it more difficult to purchase certain firearms, ammunition and reloading
supplies. During fiscal year 2014, demand for firearms, ammunition and related products decreased as this public
perception subsided, resulting in a decrease in net sales from our hunting and shooting department. While we
recognized an increase in firearm units sold, net sales still decreased from the third quarter of the prior fiscal year,
because unit pricing decreased for many firearms vendors as a result of increased promotional pricing from those
vendors.
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With respect to same store sales, four of our six departments (clothing, hunting and shooting, footwear and optics,
electronics and accessories) realized a decline in same store sales because of the decrease in demand for firearms and
ammunition, as discussed above, and the associated decrease in customer traffic associated with this decreased
demand. Our hunting and shooting department experienced a same store sales decline of 10.8% during the third
quarter of fiscal year 2014 when compared to the corresponding period of fiscal year 2013. During the third quarter of
fiscal year 2014, our clothing and footwear departments experienced same store sales declines of 5.9% and 3.9%,
respectively, when compared to the corresponding period of fiscal year 2013. During the third quarter of fiscal year
2013, we held a liquidation sale of excess inventory, primarily clothing and footwear acquired in the acquisition of the
10 stores in March 2013. We have not had a need for a similar liquidation sale in fiscal year 2014. We also benefited
last year from some large, one-time closeout buys in the camouflage business. Both one-time events inflated clothing
sales in last year’s third quarter. These declines in same store sales during the third quarter of fiscal year 2014 were
partially offset by the camping and fishing departments which had same store sales increases of 3.7% and 1.3%,
respectively, during the same period as compared to the corresponding period of fiscal year 2013. As of November 1,
2014, we had 47 stores included in our same store sales calculation.

Net sales from our e-commerce business remained flat at $1.8 million in the 13 weeks ended November 1, 2014
compared to $1.8 million in the corresponding period of fiscal year 2013.

Gross Profit. Gross profit increased by $5.4 million, or 9.8%, to $60.7 million for the 13 weeks ended November 1,
2014 from $55.2 million for the corresponding period of fiscal year 2013. As a percentage of net sales, gross profit
increased by 1.7% to 33.2% for the 13 weeks ended November 1, 2014 from 31.5% in corresponding period of fiscal
year 2013. This increase in gross profit from the corresponding period of the prior fiscal year is due to the negative
impact on gross profit of the liquidation of excess inventory in the third quarter of fiscal year 2013, which consisted
primarily of clothing and footwear which was acquired as part of the acquisition of the 10 stores in March 2013. We
have not conducted a similar sale during fiscal year 2014.

Selling, General and Administrative Expenses. Selling, general and administrative expenses increased by $3.8 million,
or 9.9%, to $42.0 million for the 13 weeks ended November 1, 2014 from $38.2 million for the corresponding period
of fiscal year 2013. The increase in these expenses resulted primarily from an increase in the number of stores in
operation over the corresponding period of the prior year. Our payroll, rent and other operating expenses increased
$1.8 million, $1.0 million and $0.5 million, respectively, for the 13 weeks ended November 1, 2014 from the
corresponding period of fiscal year 2013. Our total payroll expense for the third quarter of fiscal year 2014 included
$0.5 million in non-cash stock-based compensation. Selling, general and administrative expenses were 23.0% of net
sales in the third quarter of fiscal year 2014 and 21.8% of net sales in the corresponding period of fiscal year 2013.
Selling, general and administrative expenses increased as a percentage of net sales primarily due to stock-based
compensation expense and increased payroll, rent and other operating expenses from the new store locations.

Interest Expense. Interest expense decreased by $9.2 million, or 69.0%, to $4.1 million in the 13 weeks ended
November 1, 2014 from $13.3 million for the corresponding period of fiscal year 2013. Interest expense decreased
primarily as a result of our lower debt balance during the third quarter of fiscal year 2014 compared to the third
quarter of fiscal year 2013. Our debt decreased since the third quarter of fiscal year 2013 because we repaid $73.3
million of our term loans in April and May 2014 with the net proceeds from our initial public offering and partial
exercise of the underwriter’s overallotment option.

Income Taxes. We recorded income tax expense of $5.6 million for the 13 weeks ended November 1, 2014 compared
to income tax expense of $1.5 million for the corresponding period of fiscal year 2013. Our effective tax rate for the
13 weeks ended November 1, 2014 of 38.5% decreased from the effective tax rate for the corresponding period of
fiscal year 2013 of 39.6%. This decrease came as a result of a reduction of our effective state income tax rate as we
opened stores in states with no applicable state income tax and changes to the income apportionment methods in
certain states where we operate.
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Thirty-Nine Weeks Ended November 1, 2014 Compared to Thirty-Nine Weeks Ended November 2, 2013

Net Sales. Net sales increased by $7.0 million, or 1.5%, to $474.4 million in the 39 weeks ended November 1, 2014
compared to $467.4 million in the corresponding period of fiscal year 2013. Net sales increased due to net sales
generated from our new store openings that have been open for less than 12 months and were, therefore, not included
in our same store sales. These new stores generated $50.8 million in additional net sales in the 39 weeks ended
November 1, 2014 compared to the corresponding period of fiscal year 2013. This increase from our new store
openings was partially offset by a decline in our same stores sales for the period of 9.5% (or a decrease of 2.2%
excluding firearms and ammunition).
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Each of our departments recognized an increase in net sales from the 39 weeks ended November 2, 2013 except for
our hunting and shooting department. Our camping, clothing, fishing, footwear and gift bar departments had a
combined increase of $24.7 million in net sales over the prior year period as a result of the expansion of selling square
footage in the clothing department and the roll out of a “store-within-a-store” concept with certain of our key vendors
and increased demand in our camping department. This increase was offset by a $20.1 million decrease in the hunting
and shooting department as a result of decreased demand for firearms, ammunition and related products as compared
to the corresponding period of fiscal year 2013. During the fourth fiscal quarter of fiscal year 2012, we experienced
increased demand for firearms that continued into the earlier part of fiscal year 2013, due in part to the public
perception during that period that federal or state legislation might be enacted that would potentially make it more
difficult to purchase certain firearms, ammunition and reloading supplies. Our sales of firearms returned closer to
historical sales levels during the latter part of fiscal year 2013, which when combined with sales of ammunition and
related products, resulted in the decrease in same store sales for the first three quarters of fiscal year 2014 compared to
the same period in fiscal year 2013.

With respect to same store sales, three of our six departments (hunting and shooting, fishing, and optics, electronics
and accessories) realized a decline in same store sales because of the decrease in demand for firearms and
ammunition, as discussed above, and the associated decrease in customer traffic associated with this decreased
demand. Our hunting and shooting department experienced a same store sales decline of 19.0% during the 39 weeks
ended November 1, 2014 when compared to the corresponding period of fiscal year 2013. This decline was partially
offset by the camping, clothing and footwear departments, which had same store sales increases of 2.9%, 0.3% and
2.7%, respectively, during the same period. As of November 1, 2014, we had 47 stores included in our same store
sales calculation.

During the first three quarters of fiscal year 2014, we opened eight new stores. These eight new locations generated
net sales of $32.3 million during this period. Existing stores that were not included in same store sales generated $18.5
million in additional net sales in the first three quarters of fiscal year 2014 over the same period in fiscal year 2013.

Net sales from our e-commerce business decreased by $0.3 million, or 6.0%, to $4.7 million in the 39 weeks ended
November 1, 2014 compared to $5.0 million in the corresponding period of fiscal year 2013.This decrease was
primarily attributable to the decreased demand for ammunition and other hunting related products that can be sold
online.

Gross Profit. Gross profit increased by $3.3 million, or 2.2%, to $153.6 million for the 39 weeks ended November 1,
2014 from $150.3 million for the corresponding period of fiscal year 2013. As a percentage of net sales, gross profit
increased by 0.2% to 32.4% for the 39 weeks of fiscal year 2014 from 32.2% in the corresponding period of fiscal
year 2013. The increase in gross profit from the corresponding period of the prior fiscal year due to the negative
impact on gross profit of the liquidation of excess inventory in the third quarter of fiscal year 2013, which consisted
primarily of clothing and footwear which we acquired as part of the acquisition of the 10 stores in March 2013. We
have not conducted a similar sale during the current fiscal year.

Selling, General and Administrative Expenses. Selling, general and administrative expenses increased by $16.2
million, or 15.2%, to $122.9 million for the 39 weeks ended November 1, 2014 from $106.6 million for the
corresponding period of fiscal year 2013. The increase in these expenses resulted from an increase in the number of
stores in operation over the corresponding period of the prior year. Our payroll, rent and other operating expenses
increased $9.2 million, $3.7 million and $2.2 million, respectively, for the 39 weeks ended November 1, 2014 from
the corresponding period of fiscal year 2013. These increases were partially offset by a decrease in the costs
associated with our acquisition of the 10 stores in March 2013 of $2.3 million during the same period. Our total
payroll expense for the first half of fiscal year 2014 included $2.2 million in bonuses paid as a result of the successful
completion of our initial public offering and pursuant to the terms of the employment agreements with our executive
officers and $2.8 million in non-cash stock-based compensation, $1.2 million of which was due to accelerated vesting
triggered by our initial public offering. Selling, general and administrative expenses were 25.9% of net sales in the 39
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weeks ended November 1, 2014 compared to 22.8% of net sales in the corresponding period of fiscal year 2013.
Selling, general and administrative expenses increased as a percentage of net sales primarily due to the increase in
bonuses and stock-based compensation expense related to our initial public offering and increased payroll, rent and
pre-opening expenses from the new store locations.

Interest Expense. Interest expense decreased by $6.4 million, or 32.2%, to $13.5 million in the 39 weeks ended
November 1, 2014 from $19.9 million for the corresponding period of fiscal year 2013. Interest expense decreased
primarily as a result of our lower debt balance during the first three quarters of fiscal year 2014 compared to the first
three quarters of fiscal year 2013. Additionally, in August 2013, we refinanced our term loan facility and increased the
outstanding amount under this facility by $110.0 million, from $125.0 million to $235.0 million, and, as a result of
this refinance, we recorded $8.1 million of interest expense. This amount was composed of a prepayment penalty, a
discount write-off and a deferred financing fee-write off of $2.5 million, $2.4 million and $3.2 million, respectively.
However, as described below under “—Liquidity and Capital Resources,” we used the net proceeds from our initial public
offering and partial exercise of the underwriter’s overallotment to repay $73.3 million outstanding under our term loan
facility in April and May of 2014.
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Income Taxes. We recorded an income tax expense of $6.6 million for the 39 weeks ended November 1, 2014
compared to income tax expense of $9.4 million for the corresponding period of fiscal year 2013. Our effective tax
rate for the 39 weeks ended November 1, 2014 of 38.5% decreased from the effective tax rate for the corresponding
period of fiscal year 2013 of 39.6%. This decrease came as a result of a reduction of our effective state income tax rate
as we opened stores in states with no applicable state income tax and changes to the income apportionment methods in
certain states where we operate.

Seasonality

Due to holiday buying patterns and the openings of hunting and fishing season across the country, net sales are
typically higher in the third and fourth fiscal quarters than in the first and second fiscal quarters. We also incur
additional expenses in the third and fourth fiscal quarters due to higher volume and increased staffing in our stores.
We anticipate our net sales will continue to reflect this seasonal pattern.

The timing of our new retail store openings also may have an impact on our quarterly results. First, we incur certain
one-time expenses related to opening each new retail store, all of which are expensed as they are incurred. Second,
most store expenses generally vary proportionately with net sales, but there is also a fixed cost component, which
includes occupancy costs. These fixed costs typically result in lower store profitability during the initial period after a
new retail store opens. Due to both of these factors, new retail store openings may result in a temporary decline in
operating profit, in dollars and/or as a percentage of net sales.

Weather conditions affect outdoor activities and the demand for related clothing and equipment. Customers’ demand
for our products, and, therefore, our net sales, can be significantly impacted by weather patterns on a local, regional
and national basis.

Liquidity and Capital Resources

Our primary capital requirements are for seasonal working capital needs and capital expenditures related to opening
new stores. Our sources of liquidity to meet these needs have primarily been borrowings under our revolving credit
facility, operating cash flows and short and long-term debt financings from banks and financial institutions. We
believe that our cash on hand, cash generated by operating activities and funds available under our revolving credit
facility will be sufficient to finance our operating activities for at least the next twelve months.

For the 39 weeks ended November 1, 2014, we incurred approximately $23.5 million in capital expenditures. We do
not expect to open any additional stores in fiscal year 2014. As we begin the process of remodeling and constructing
our fiscal year 2015 new stores, we expect to incur an additional $5.0 to $7.0 million in capital expenditures during
the fourth quarter of fiscal year 2014. This amount could vary depending upon the progress of these projects. We
intend to fund these initiatives with our operating cash flows and funds available under our revolving credit facility.
Other investment opportunities, such as potential strategic acquisitions or store expansion rates in excess of those
presently planned, may require additional funding.

Cash flows from operating, investing and financing activities are shown in the following table:

Thirty-Nine Weeks
Ended
November
1,

November
2,

2014 2013
(in thousands)
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Cash flows from operating activities $(13,753) $ (40,110 )
Cash flows from investing activities (23,538) (63,161 )
Cash flows from financing activities 37,675 68,052
Cash and cash equivalents at end of period 1,738 1,296

Net cash used in operating activities was $13.8 million for the 39 weeks ended November 1, 2014, compared to $40.1
million for the corresponding period of fiscal year 2013, a decrease of approximately $26.3 million. Our net cash used
in operating activities decreased primarily due to favorable changes in accounts payable, income taxes, inventory and
deferred rent of $17.3 million, $6.5 million, $6.2 million and $5.3 million, respectively. These changes were partially
offset by a decrease in the amortization of our debt discount and deferred financing fees of $5.6 million and lower net
income of $3.7 million.

Net cash used in investing activities was $23.5 million for the 39 weeks ended November 1, 2014 compared to net
cash used in investing activities of $63.2 million for the corresponding period of fiscal year 2013. During the 39
weeks ended November 2, 2013, we acquired ten stores for $47.8 million of cash. Capital expenditures increased $8.0
million to $23.5 million for the 39 weeks ended November 1, 2014 compared to $15.5 million for the corresponding
period of fiscal year 2013. This increase was primarily a result of opening eight new stores in the 39 weeks ended
November 1, 2014 compared to four new stores opened in the corresponding period of fiscal year 2013, as well as our
continued remodel of our clothing department and equipment and racking required for our distribution center.
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Net cash provided by financing activities was $37.7 million for 39 weeks ended November 1, 2014, compared to
$68.1 million for the corresponding period of fiscal year 2013. During the first quarter of fiscal year 2014, we
completed our initial public offering and, in the second quarter of fiscal year 2014, the underwriters partially exercised
the over-allotment option granted at the time of the initial public offering to purchase additional shares of our common
stock. Through these transactions, we received total net proceeds, after deducting underwriting discounts and
commissions and our offering expenses of $3.3 million, of $73.3 million. These proceeds were used to repay amounts
outstanding under our term loans. Total principal payments on long-term debt during the 39 weeks ended November
1, 2014 were $75.1 million compared to $125.3 million in the corresponding period of fiscal year 2013. During the
third quarter of fiscal year 2013, we refinanced our term loan. Principal payments made to pay off the old term loan
totaled $124.1 million and the new term loan was issued for $235 million. During the same period, we also paid
dividends to our shareholders totaling $101.1 million. In addition to these changes, we had net borrowings of
approximately $33.8 million during the 39 weeks ended November 1, 2014 on our revolving credit facility compared
to $57.3 million during the corresponding period of fiscal year 2013.

Our outstanding debt consists of our senior secured revolving line of credit and our senior secured term loans.

Senior Secured Revolving Credit Facility. We have a senior secured revolving credit facility with Wells Fargo Bank,
National Association that provides for borrowings in the aggregate amount of up to $135.0 million, subject to a
borrowing base calculation. In connection with the refinancing of our senior secured term loans in December 2014
discussed below, the lenders under our senior secured revolving credit facility agreed to increase our maximum
borrowing availability from $105.0 million to $135.0 million. All borrowings under the revolving credit facility are
limited to a borrowing base equal to roughly (1) the lesser of (a) 90% of the net orderly liquidation value of our
eligible inventory and (b) 75% of the lower of cost or market value of our eligible inventory, plus (2) 90% of the
eligible accounts receivable, less certain reserves against outstanding gift cards, layaway deposits and amounts
outstanding under commercial letters of credit, each term as defined in the credit agreement. As of November 1, 2014,
$24.0 million was available for borrowing and $62.9 million was outstanding under the revolving credit facility. The
revolving credit facility matures on August 20, 2018.

Each of the subsidiaries of Sportsman’s Warehouse Holdings, Inc., or Holdings, is a borrower under the revolving
credit facility, and all obligations under the revolving credit facility are guaranteed by Holdings. All of our obligations
under the revolving credit facility are secured by a lien on substantially all of Holdings’ tangible and intangible assets
and the tangible and intangible assets of all of our subsidiaries, including a pledge of all capital stock of each of our
subsidiaries. The lien securing the obligations under the revolving credit facility is a first priority lien as to certain
liquid assets, including cash, accounts receivable, deposit accounts and inventory. In addition, the credit agreement
contains provisions that enable Wells Fargo to require us to maintain a lock-box for the collection of all receipts.

Borrowings under the revolving credit facility bear interest based on either, at our option, the base rate or LIBOR, in
each case plus an applicable margin. The base rate is the higher of (1) Wells Fargo’s prime rate, (2) the federal funds
rate (as defined in the credit agreement) plus 0.50% and (3) the one-month LIBOR (as defined in the credit agreement)
plus 1.00%. The applicable margin for loans under the revolving credit facility, which varies based on the average
daily availability, ranges from 0.75% to 1.25% per year for base rate loans and from 1.75% to 2.25% per year for
LIBOR loans. The weighted average interest rate on the amount outstanding under the revolving credit facility as of
November 1, 2014 was 2.16%.

Interest on base rate loans is payable monthly in arrears and interest on LIBOR loans is payable based on the LIBOR
interest period selected by us, which can be 30, 60 or 90 days. All amounts that are not paid when due under our
revolving credit facility will accrue interest at the rate otherwise applicable plus 2.00% until such amounts are paid in
full.

We may be required to make mandatory prepayments under the revolving credit facility in the event of a disposition
of certain property or assets, in the event of receipt of certain insurance or condemnation proceeds, upon the issuance
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of certain debt or equity securities, upon the incurrence of certain indebtedness for borrowed money or upon the
receipt of certain payments not received in the ordinary course of business.

The revolving credit facility contains customary affirmative and negative covenants, including covenants that limit our
ability to incur, create or assume certain indebtedness, to create, incur or assume certain liens, to make certain
investments, to make sales, transfers and dispositions of certain property and to undergo certain fundamental changes,
including certain mergers, liquidations and consolidations. The revolving credit facility also requires us to maintain a
minimum availability at all times of not less than 10% of the gross borrowing base, and in any event, not less than
$5.0 million. The revolving credit facility also contains customary events of default. As of November 1, 2014, we
were in compliance with all covenants under the revolving credit facility.

Senior Secured Term Loans. On December 3, 2014, our wholly owned subsidiary, Sportsman’s Warehouse, Inc.,
refinanced its existing $235.0 million term loan facility, of which $158.8 million was outstanding as of November 1,
2014, and entered into a new $160.0 million senior secured term loan facility with Cortland Capital Market Services
LLC, as administrative agent and collateral agent. The new term loan was issued at a price of 99% of the aggregate
principal amount and has a maturity date of December 3, 2020.
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All of Sportsman’s Warehouse, Inc.’s obligations under the new term loan are guaranteed by Holdings, Minnesota
Merchandising Corporation, a wholly owned subsidiary of Holdings, and each of Sportsman’s Warehouse, Inc.’s
subsidiaries.

The new term loan is secured by a lien on substantially all of the tangible and intangible assets of Sportsman’s
Warehouse, Inc. The lien securing the obligations under the new term loan is a first priority lien as to certain
non-liquid assets, including equipment, intellectual property, proceeds of assets sales and other personal property.

The new term loan requires quarterly principal payments of $0.4 million payable on the last business day of each
fiscal quarter commencing on May 1, 2015, and continuing up to and including October 30, 2020. A final installment
payment consisting of the remaining unpaid balance is due on December 3, 2020.

As a result of this refinance, we recorded $5.7 million in expense related to the write-off of term loan fees, which
included deferred financing fees, the discount, and a prepayment penalty.

Sportsman’s Warehouse, Inc. may be required to make mandatory prepayments on the new term loan in the event of,
among other things, certain asset sales, the receipt of payment in respect of certain insurance claims or upon the
issuance or incurrence of certain indebtedness. Sportsman’s Warehouse, Inc. may also be required to make mandatory
prepayments based on any excess cash flows as defined in the new term loan agreement.

The new term loan bears interest at a rate per annum equal to the one-, two-, three-, or six-month LIBOR (or, the nine-
or 12-month LIBOR), as defined in the term loan agreement, at our election, which cannot be less than 1.25%, plus an
applicable margin of 6.00%.

The new term loan contain customary affirmative and negative covenants, including covenants that limit our ability to
incur, create or assume certain indebtedness, to incur or assume certain liens, to purchase, hold or acquire certain
investments, to declare or make certain dividends and distributions and to engage in certain mergers, consolidations
and asset sales. The new term loan also requires us to comply with specified financial covenants, including a
minimum interest coverage ratio and a maximum total net leverage ratio. The new term loan also contains customary
events of default.

Sportsman’s Warehouse, Inc.’s prior term loan that was repaid with our refinancing on December 3, 2014 was a $235.0
million senior secured term loan facility, consisting of a $185.0 million tranche and a $50.0 million tranche, with
Credit Suisse AG as administrative agent and collateral agent. The prior term loans had a maturity date of August 20,
2019.

Under the prior terms, Sportsman’s Warehouse, Inc. was required to make quarterly principal payments of $0.6 million
on the last business day of each fiscal quarter through maturity. We used all of the $73.3 million of net proceeds from
our initial public offering and the underwriters’ over-allotment exercise to repay amounts outstanding under our prior
term loans on a pro rata basis between the two tranches in April and May 2014. As of November 1, 2014, there was
$158.8 million outstanding under the prior term loans.

The prior term loans bore interest at a rate per annum equal to the one-, two-, three-, or six-month LIBOR (or, if
available to all relevant lenders, the nine- or twelve-month LIBOR), as defined in the term loan agreement, at
Sportsman’s Warehouse, Inc.’s election, which could not be less than 1.25%, plus an applicable margin of 6.00% and
10.75% for the $185.0 million tranche and $50.0 million tranche, respectively. Since LIBOR was less than 1.25%
during the term of the prior term loans, the interest rates were fixed at 7.25% and 12.0% on the $185.0 million tranche
and $50.0 million tranche, respectively.

As of November 1, 2014, we were in compliance with all covenants under the term loans.
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Critical Accounting Policies

Our financial statements are prepared in accordance with generally accepted accounting principles in the United
States, or GAAP. In connection with the preparation of the financial statements, we are required to make assumptions,
make estimates and apply judgment that affect the reported amounts of assets, liabilities, revenue, expenses and the
related disclosures. We base our assumptions, estimates and judgments on historical experience, current trends and
other factors that we believe to be relevant at the time the condensed consolidated financial statements are prepared.
On a regular basis, we review the accounting policies, assumptions, estimates and judgments to ensure that our
financial statements are presented fairly and in accordance with GAAP. However, because future events and their
effects cannot be determined with certainty, actual results could differ from our assumptions and estimates, and such
differences could be material.

Our significant accounting policies are discussed in Note 2 of the Notes to our condensed consolidated financial
statements. We believe that the following accounting policies are the most critical to aid in fully understanding and
evaluating our reported financial results.
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Revenue Recognition

We recognize revenue on our retail sales at the time of the sale in the store. We record a reserve for estimated product
returns in each reporting period based on our historical experience. Had our estimate of product returns been lower or
higher by 10% as of November 1, 2014, our operating income would have been correspondingly higher or lower by
approximately $0.1 million. Our policy regarding gift cards sold is to record revenue as the gift cards are redeemed for
merchandise. Prior to their redemption, the gift cards are recorded as a liability. Gift card breakage income is
recognized based upon historical redemption patterns and represents the balance of gift cards for which we believe the
likelihood of redemption by the customer is remote. During the 13 weeks and 39 weeks ended November 1, 2014 and
November 2, 2013, we did not recognize any material gift card breakage income. We include gift card breakage
income as a reduction in selling, general and administrative expenses, if applicable. Had our estimate of breakage on
our recorded liability for gift cards been lower or higher by 10% of the recorded liability as of November 1, 2014, our
selling, general and administrative expenses would have been correspondingly higher or lower by approximately $0.6
million.

Inventory Valuation

We value our inventory at the lower of cost or market. Cost is determined using the weighted average cost method.
We estimate a provision for inventory shrinkage based on our historical inventory accuracy rates as determined by
periodic cycle counts. The allowance for damaged goods from returns is based upon our historical experience. We
also adjust inventory for obsolete or slow moving inventory based on inventory productivity reports and by specific
identification of obsolete or slow moving inventory. Had our estimated inventory reserves been lower or higher by
10% as of November 1, 2014, our cost of sales would have been correspondingly lower or higher by approximately
$0.5 million.

Valuation of Long-Lived Assets

We review our 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. We use 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. No impairment charge to long-lived assets was recorded during the 13 weeks ended November
1, 2014 or November 2, 2013.

Off Balance Sheet Arrangements

We are not party to any off balance sheet arrangements.

Contractual Obligations

In the normal course of business, we enter into various contractual obligations that may require future cash payments
for long-term debt, operating lease obligations, letters of credit or other purchase obligations. During the 39 weeks
ended November 1, 2014, we used the net proceeds of $73.3 million from our initial public offering and the
underwriters’ exercise of the over-allotment option to repay amounts outstanding under our term loans. As a result of
this partial repayment and the regularly scheduled principal and interest payments made on May 2, 2014, August 1,
2014 and October 31, 2014, the total payments to be made with respect to our long-term debt obligations was reduced
from $329.9 million as of February 1, 2014 to $219.0 million as of November 1, 2014. Since November 1, 2014, we
refinanced our senior secured terms loans. The refinancing does not materially change the principal amount previously
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owed under our prior senior secured term loans; however, our interest payment and principal payment obligations are
expected to be reduced by $2.0 million and $0.8 million, respectively, each year. All other changes to our contractual
obligations during the 39 weeks ended November 1, 2014 were completed in the normal course of business and are
not considered material.
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Non-GAAP Measures

In evaluating our business, we use Adjusted EBITDA and Adjusted EBITDA margin as supplemental measures of our
operating performance. We define Adjusted EBITDA as net income plus interest expense, income tax expense,
depreciation and amortization, stock-based compensation expense, pre-opening expenses, expenses related to bonuses
paid as a result of the successful completion of our initial public offering, bankruptcy-related expenses and expenses
related to the acquisition of ten stores in fiscal year 2013. Adjusted EBITDA margin means, for any period, the
Adjusted EBITDA for that period divided by the net sales for that period. We consider Adjusted EBITDA and
Adjusted EBITDA margin important supplemental measures of our operating performance and believe they are
frequently used by analysts, investors and other interested parties in the evaluation of companies in our industry. Other
companies in our industry, however, may calculate Adjusted EBITDA and Adjusted EBITDA margin differently than
we do. Management also uses Adjusted EBITDA and Adjusted EBITDA margin as additional measurement tools for
purposes of business decision-making, including evaluating store performance, developing budgets and managing
expenditures.

Adjusted EBITDA is not defined under GAAP and is not a measure of operating income, operating performance or
liquidity presented in accordance with GAAP. Adjusted EBITDA has limitations as an analytical tool, and when
assessing our operating performance, you should not consider Adjusted EBITDA in isolation or as a substitute for net
income or other condensed consolidated income statement data prepared in accordance with GAAP. Some of these
limitations include, but are not limited to:

�Adjusted EBITDA does not reflect our cash expenditures or future requirements for capital expenditures or
contractual commitments;
�Adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs;
� Adjusted EBITDA may be defined differently by other companies, and, therefore, it may not be directly

comparable to the results of other companies in our industry;
�Adjusted EBITDA does not reflect the interest expense, or the cash requirements necessary to service interest or
principal payments, on our debt; and
�Adjusted EBITDA does not reflect income taxes or the cash requirements for any tax payments.
The following table presents a reconciliation of net income, the most directly comparable financial measure presented
in accordance with GAAP, to Adjusted EBITDA for the 13 weeks and 39 weeks ended November 1, 2014 and
November 2, 2013.
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Thirteen Weeks
Ended

Thirty-Nine Weeks
Ended

November
1,

November
2,

November
1,

November
2,

2014 2013 2014 2013
(dollars in thousands)

Net income $8,916 $ 2,222 $10,611 $ 14,337
Plus:
Interest expense 4,122 13,302 13,487 19,895
Income tax expense 5,587 1,459 6,649 9,417
Depreciation and amortization 2,468 1,929 6,538 4,355
Stock-based compensation expense (1) 522 — 2,780 —
Pre-opening expenses (2) 230 234 2,359 1,071
IPO bonus (3) — — 2,200 —
Bankruptcy-related expenses (4) — — — 55
Acquisition expenses (5) — 7 — 2,331
Adjusted EBITDA $21,845 $ 19,153 $44,624 $ 51,461

Adjusted EBITDA margin 12.0 % 10.9 % 9.4 % 11.0 %

(1) Stock-based compensation expense represents non-cash expenses related to equity instruments granted to
employees under our 2013 Performance Incentive Plan.

(2)Pre-opening expenses include expenses incurred in the preparation and opening of a new store location, such as
payroll, travel and supplies, but do not include the cost of the initial inventory or capital expenditures required to
open a location.

(3)As a result of the completion of our initial public offering and pursuant to the terms of the employment agreements
with our executive officers, we paid $2.2 million in bonuses to our executive officers.

(4)On March 21, 2009, Sportsman’s Warehouse Holdings, Inc. and its subsidiaries filed voluntary petitions for relief
under Chapter 11 of the United States Bankruptcy Code, seeking to reorganize the business under the provisions of
the Bankruptcy Code. The plan of reorganization under the Bankruptcy Code was confirmed by the United States
Bankruptcy Court for the District of Delaware on July 30, 2009 and became effective when all material conditions
of the plan of reorganization were satisfied on August 14, 2009. We incurred certain costs related to our
restructuring and emergence from Chapter 11 bankruptcy and included a liability as part of the reorganization
value at August 14, 2009, the date of emergence from bankruptcy. Bankruptcy-related expenses are those amounts
that are greater than the initial estimated restructuring costs, whereas bankruptcy-related benefits are those amounts
that are less than the initial estimated costs. They are expensed as incurred.

(5)Acquisition expenses relate to the costs associated with the acquisition of our 10 previously operated stores in
Montana, Oregon and Washington.

Recent Accounting Pronouncements

For a description of recent accounting pronouncements, see the notes to our condensed consolidated financial
statements. Under the Jumpstart Our Business Startup Act, “emerging growth companies” (“EGCs”) can delay adopting
new or revised accounting standards until such time as those standards apply to private companies. We have
irrevocably elected not to avail ourselves of this exemption from new or revised accounting standards, and, therefore,
we will be subject to the same new or revised accounting standards as other public companies that are not EGCs.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our principal exposure to market risk relates to changes in interest rates. Our revolving credit facility and term loans
carry floating interest rates that are tied to LIBOR, the federal funds rate and the prime rate, and, therefore, our income
and cash flows will be exposed to changes in interest rates to the extent that we do not have effective hedging
arrangements in place. We historically have not used interest rate swap agreements to hedge the variable cash flows
associated with the interest on our credit facilities. At November 1, 2014, the weighted average interest rate on our
borrowings under our revolving credit facility was 2.16%. Based on a sensitivity analysis at November 1, 2014,
assuming the amount outstanding under our revolving credit facility would be outstanding for a full year, a 100 basis
point increase in interest rates would increase our annual interest expense by approximately $0.6 million. As long as
LIBOR is less than 1.25%, the interest rates on our $185.0 million term loan and $50.0 million term loan will be fixed
at 7.25% and 12.0%, respectively. Since we entered into the term loan facility on August 20, 2013, LIBOR has not
exceeded 1.25%. We do not use derivative financial instruments for speculative or trading purposes. However, this
does not preclude our adoption of specific hedging strategies in the future.

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

As of the end of the period covered by this report, management, including our chief executive officer and chief
financial officer, evaluated the effectiveness of the design and operation of our disclosure controls and procedures.
Based upon and as of the date of the evaluation, our chief executive officer and chief financial officer concluded that
our disclosure controls and procedures were effective as of November 1, 2014 to ensure that information required to
be disclosed in the reports we file or submit under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms.
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that
information required to be disclosed by us in the reports we file or submit under the Exchange Act is accumulated and
communicated to our management, including our chief executive officer and our chief financial officer, as appropriate
to allow timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting during the 13 weeks ended November 1, 2014
that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

27

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

52



PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

There was no material development to any legal proceedings disclosed in our Quarterly Report on Form 10-Q for the
quarterly period ended May 3, 2014.

We are also subject to various legal proceedings and claims, including employment claims, wage and hour claims,
intellectual property claims, contractual and commercial disputes and other matters that arise in the ordinary course of
our business. While the outcome of these and other claims cannot be predicted with certainty, we do not believe that
the outcome of these matters individually or in the aggregate will have a material adverse effect on our business,
results of operations or financial condition.

ITEM 1A. RISK FACTORS

Our business faces significant risks and uncertainties. Certain important factors may have a material adverse effect on
our business prospects, financial condition and results of operations, and you should carefully consider them. There
have been no material changes in our assessment of our risk factors from those set forth in our Quarterly Report on
Form 10-Q for the quarterly period ended May 3, 2014.

ITEM 5. OTHER INFORMATION

On December 3, 2014 (“Closing Date”), the Company’s wholly owned subsidiary, Sportsman’s Warehouse, Inc.,
refinanced its existing $235.0 million Term Loan facility, of which $158.8 million was outstanding as of November 1,
2014, and entered into a new $160.0 million senior secured term loan facility with Cortland Capital Market Services
LLC as administrative agent and collateral agent. The new term loan was issued at a price of 99% of the aggregate
principal amount and has a maturity date of December 3, 2020.

All of Sportsman’s Warehouse, Inc.’s obligations under the new term loan are guaranteed by Holdings, Minnesota
Merchandising Corporation, a wholly owned subsidiary of Holdings, and each of Sportsman’s Warehouse, Inc.’s
subsidiaries.

The new term loan is secured by a lien on substantially all of the tangible and intangible assets of Sportsman’s
Warehouse, Inc. The lien securing the obligations under the new term loan is a first priority lien as to certain
non-liquid assets, including equipment, intellectual property, proceeds of assets sales and other personal property.

The new term loan requires quarterly principal payments of $0.4 million payable on the last business day of each
fiscal quarter commencing on May 1, 2015, and continuing up to and including October 30, 2020. A final installment
payment consisting of the remaining unpaid balance is due on December 3, 2020.

As a result of this refinance, we recorded $5.7 million in expense related to the write-off of term loan fees, which
included deferred financing fees, the discount, and a prepayment penalty.

Sportsman’s Warehouse, Inc. may be required to make mandatory prepayments on the new term loan in the event of,
among other things, certain asset sales, the receipt of payment in respect of certain insurance claims or upon the
issuance or incurrence of certain indebtedness. Sportsman’s Warehouse, Inc. may also be required to make mandatory
prepayments based on any excess cash flows as defined in the new term loan agreement.

The new term loan bears interest at a rate per annum equal to the one-, two-, three-, or six-month LIBOR (or, the nine-
or 12-month LIBOR), as defined in the term loan agreement, at the Company’s election, which cannot be less than
1.25%, plus an applicable margin of 6.00%.
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The new term loan contain customary affirmative and negative covenants, including covenants that limit our ability to
incur, create or assume certain indebtedness, to incur or assume certain liens, to purchase, hold or acquire certain
investments, to declare or make certain dividends and distributions and to engage in certain mergers, consolidations
and asset sales. The new term loan also requires us to comply with specified financial covenants, including a
minimum interest coverage ratio and a maximum total net leverage ratio. The new term loan also contains customary
events of default.

In conjunction with the refinance of the term loan, the borrowing capacity of our revolving credit facility was
increased to $135 million from $105 million, and the maturity date was extended to December 3, 2019.
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Copies of the new term loan agreement, the associated guarantee and collateral agreement, and the fifth amendment to
credit agreement and third amendment to security agreement for the revolving credit facility are attached to this
Quarterly Report on Form 10-Q as Exhibits 10.1, 10.2, and 10.3, respectively, and are incorporated herein by
reference as though fully set forth herein. The foregoing summary description of the new term loan agreement, the
guarantee and collateral agreement, and the fifth amendment to credit agreement and third amendment to security
agreement for the revolving credit facility are not intended to be complete and are qualified in its entirety by the
complete text of the new term loan agreement, the guarantee and collateral agreement and the fifth amendment to
credit agreement and third amendment to security agreement for the revolving credit facility.

ITEM 6. EXHIBITS

Exhibit
Number Description
3.1 Amended and Restated Certificate of Incorporation of Sportsman’s Warehouse Holdings, Inc. (incorporated

by reference to Exhibit 3.1 to the Company’s Quarterly Report on Form 10-Q filed on June 11, 2014).

3.2 Amended and Restated Bylaws of Sportsman’s Warehouse Holdings, Inc. (incorporated by reference to
Exhibit 3.2 to the Company’s Quarterly Report on Form 10-Q filed on June 11, 2014).

10.1*+ Term Loan Agreement, effective as of December 3, 2014, by and among Cortland Capital Market Services
LLC, a global investment company, as Lender, and Sportsman’s Warehouse, Inc., as Borrower.

10.2*+ Guarantee and Collateral Agreement, effective as of December 3, 2014, by and among Cortland Capital
Market Services LLC, a global investment company, as Lender, and Sportsman’s Warehouse, Inc., as
Borrower.

10.3*+ Fifth Amendment to Credit Agreement and Third Amendment to Security Agreement, effective as of
December 3, 2014, by and among Wells Fargo Retail Finance, LLC, a global investment company, as
Lender, and Sportsman’s Warehouse, Inc., as Borrower.

31.1* Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2* Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1** Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 1350, as
created by Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS* XBRL Instance Document.

101.SCH* XBRL Taxonomy Extension Schema Document.
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101.CAL* XBRL Taxonomy Extension Calculation Linkbase Document.

101.DEF* XBRL Taxonomy Extension Definition Linkbase Document.

101.LAB* XBRL Taxonomy Extension Label Linkbase Document.

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Document.

*Filed herewith.
**Furnished herewith
+Indicates that certain information contained herein has been omitted and confidentially submitted separately with the
Securities and Exchange Commission. Confidential treatment has been requested with respect to the omitted
portions.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

SPORTSMAN’S WAREHOUSE HOLDINGS,
INC.

Date: December 5, 2014 By: /s/    John V. Schaefer
John V. Schaefer
President and Chief Executive Officer
(Principal Executive Officer)

Date: December 5, 2014 By: /s/    Kevan P. Talbot
Kevan P. Talbot
Chief Financial Officer and Secretary
(Principal Financial and Accounting Officer)
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