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Part I. FINANCIAL INFORMATION

Item 1. Financial Statements

BURLINGTON STORES, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(All amounts in thousands, except share and per share data)

August 1,

2015
ASSETS
Current Assets:
Cash and cash equivalents $27,231
Restricted cash and cash equivalents 27,800
Accounts receivable—net of allowance for doubtful accounts 38,979
Merchandise inventories 802,341
Deferred tax assets 34,446
Prepaid and other current assets 106,226
Total Current Assets 1,037,023
Property and equipment—net of accumulated depreciation and amortization 986,395
Tradenames 238,000
Favorable leases—net of accumulated amortization 254,250
Goodwill 47,064
Other assets 110,892
Total Assets $2,673,624
LIABILITIES AND STOCKHOLDERS' DEFECIT
Current Liabilities:
Accounts payable $590,498
Other current liabilities 278,593
Current maturities of long term debt 1,340
Total Current Liabilities 870,431
Long term debt 1,349,950
Other liabilities 270,575
Deferred tax liabilities 223,305

Commitments and contingencies (Notes 2, 9, 10, and 11)
Stockholders’ Deficit:

Preferred stock, $0.0001 par value: authorized: 50,000,000 shares; no
shares

issued and outstanding at August 1, 2015, January 31, 2015 and August
2,2014 —
Common stock, $0.0001 par value: authorized: 500,000,000 shares

January 31,
2015

$25,349
27,800
49,716
788,708
37,229
58,681
987,483
970,419
238,000
266,397
47,064
115,206

$2,624,569

$621,682
310,268
1,167
933,117
1,249,276
273,767
234,360

August 2,
2014

$29,291
32,100
43,678
711,510
14,172
107,822
938,573
932,566
238,000
279,349
47,064
119,750

$2,555,302

$564,531
270,475
1,250
836,256
1,371,819
258,241
229,132
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at August 1, 2015, January 31, 2015 and August 2, 2014;
Issued: 76,491,839 shares at August 1, 2015, 75,925,507 shares at

January 31, 2015 and 74,809,682 shares at August 2, 2014
Outstanding: 75,362,744 shares at August 1, 2015, 75,254,682

shares at January 31, 2015 and 74,158,072 shares at August 2, 2014
Additional paid-in-capital
Accumulated deficit
Accumulated other comprehensive loss
Treasury stock, at cost
Total Stockholders' Deficit
Total Liabilities and Stockholders' Deficit

See Notes to Condensed Consolidated Financial Statements.

7 7 7

1,385,804 1,370,498 1,354,363

(1,389,860) (1,426,454) (1,487,105)

(2,541 ) (1,744 ) —

(34,047 ) (8,258 ) (7,411 )

(40,637 ) (65951 ) (140,146 )
$2,673,624 $2,624,569 $2,555,302
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BURLINGTON STORES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

(All amounts in thousands, except per share data)

REVENUES:

Net sales

Other revenue

Total Revenue

COSTS AND EXPENSES:

Cost of sales

Selling, general and administrative expenses

Costs related to debt amendments, secondary offerings and
other

Stock option modification expense

Depreciation and amortization

Impairment charges-long-lived assets

Other income—net

Loss on extinguishment of debt

Interest expense (inclusive of gain (loss) on interest rate cap
agreements)

Total Cost and Expenses

Income (Loss) Before Income Tax Expense (Benefit)
Income tax expense (benefit)

Net Income (Loss)

Net income (loss) per common share:
Common stock - basic

Common stock - diluted

Weighted average number of common shares:
Common stock - basic

Common stock - diluted

See Notes to Condensed Consolidated Financial Statements.

Three Months Ended
August 1,  August 2,
2015 2014

$1,144,218 $1,043,581

7,355
1,151,573

695,915
381,606

(12
335
41,746
188
(1,389

14,598
1,132,987
18,586
7,686
$10,900

$0.14
$0.14

75,181
76,511

)

)

7,545
1,051,126

645,027
350,026

917
963
40,549
829
(1,968

25,546
1,061,889
(10,763
(4,293
$(6,470

$(0.09
$(0.09

73,966
73,966

Six Months Ended
August 1, August 2,
2015 2014
$2,327,276 $2,171,850
15,215 15,134
2,342,491 2,186,984
1,408,845 1,343,488
759,285 697,047
247 1,341
795 1,791
83,901 81,757
1,903 848
) (2,462 ) (3,864
649 3,681
29,401 52,098
2,282,564 2,178,187
) 59,927 8,797
) 23,332 3,493
) $36,595 $5,304
) $0.49 $0.07
) $0.48 $0.07
75,081 73,806
76,506 75,585

)
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BURLINGTON STORES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Unaudited)

(All amounts in thousands)

Three Months Six Months

Ended Ended
August  August August August
1, 2, 1, 2,
2015 2014 2015 2014
Net income (loss) $10,900 $(6,470) $36,595 $5,304
Other comprehensive (loss), net of tax:
Interest rate cap contracts:
Unrealized losses, net of related tax benefit of $1.1 million and
$0.5 million for the three and six months ended August 1, 2015 (1,722) — (821 ) —
Amount reclassified into earnings, net of related taxes of less than
$0.1 million for the three and six months ended August 1, 2015 24 — 24 —
Other comprehensive (loss), net of tax: (1,698) — (797 ) —
Total Comprehensive Income (Loss) $9,202 $(6,470) $35,798 $5,304

See Notes to Condensed Consolidated Financial Statements.
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BURLINGTON STORES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(All amounts in thousands)

OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to net cash (used in) provided by operating activities:

Depreciation and amortization
Impairment charges—Ilong-lived assets
Amortization of deferred financing costs
Accretion of long-term debt instruments
Deferred income tax (benefit)

Non-cash loss on extinguishment of debt—write-off of deferred financing costs

and original issue discount
Non-cash stock compensation expense
Non-cash rent expense
Deferred rent incentives
Excess tax benefit from stock based compensation
Changes in assets and liabilities:
Accounts receivable
Merchandise inventories
Prepaid and other current assets
Accounts payable
Other current liabilities
Other long term assets and long term liabilities
Other
Net Cash (Used in) Provided by Operating Activities
INVESTING ACTIVITIES
Cash paid for property and equipment
Proceeds from sale of property and equipment and assets held for sale
Net Cash Used in Investing Activities
FINANCING ACTIVITIES
Proceeds from long term debt—ABL Line of Credit
Principal payments on long term debt—ABL Line of Credit
Principal payments on long term debt—Term B-3 Loans
Principal payments on long term debt—Term B-2 Loans
Principal payments on long term debt—Holdco Notes
Proceeds from sale of interest rate cap contracts
Repayment of capital lease obligations
Purchase of treasury shares
Proceeds from stock option exercises
Excess tax benefit from stock based compensation
Deferred financing costs

Six Months Ended
August 1, August 2,
2015 2014
$36,595 $5,304
83,901 81,757
1,903 848
1,452 4,384
410 1,100
(7,740 ) (14,273 )
649 2,521
5,258 3,152
(12,182 ) (10,122 )
16,936 13,807
(8,386 ) (4,023 )
1,902 (8,266 )
(13,633 ) 8,541
47,546 ) (24,811 )
(31,184 ) 21,544
(30,564 ) (32,076 )
512 1,846
1,011 346

(706 ) 51,579
(81,935 ) (94,569 )
136 136
(81,799 ) (94,433 )
797,800 275,000
(647,400) (275,000)
(50,000 ) —

— (3,955 )
— (58,000 )
1,169 —

(597 ) (486 )
(25,782 ) (3,086 )
1,492 929
8,386 4,023
(1,090 ) (264 )
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Other

Net Cash Provided by (Used in) Financing Activities
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental Disclosure of Cash Flow Information:
Interest paid

Income tax payments - net

Non-Cash Investing Activities:

Accrued purchases of property and equipment
Acquisition of capital lease

See Notes to Condensed Consolidated Financial Statements.

409
84,387
1,882
25,349
$27,231

$30,022
$54,023

$28,664
$—

(60,839 )

(103,693)

132,984
$29,291

$49,528
$73,177

$25,082
$5,302

11
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BURLINGTON STORES, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
August 1, 2015

(UNAUDITED)

1. Summary of Significant Accounting Policies
Basis of Presentation

As of August 1, 2015, Burlington Stores, Inc. and its subsidiaries (the Company), a Delaware Corporation, through its
indirect subsidiary Burlington Coat Factory Warehouse Corporation (BCFWC), operated 546 retail stores, inclusive of
an internet store.

These unaudited Condensed Consolidated Financial Statements include the accounts of Burlington Stores, Inc. and its
subsidiaries. All inter-company accounts and transactions have been eliminated in consolidation. The Condensed
Consolidated Financial Statements are unaudited, but in the opinion of management reflect all adjustments (which are
of a normal and recurring nature) necessary for the fair presentation of the results of operations for the interim periods
presented. Certain information and note 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. It is suggested that these Condensed Consolidated Financial Statements be read in conjunction with the
audited Consolidated Financial Statements and notes thereto included in the Company’s Annual Report on Form 10-K
for the fiscal year ended January 31, 2015 (Fiscal 2014 10-K). The balance sheet at January 31, 2015 presented herein
has been derived from the audited Consolidated Financial Statements contained in the Fiscal 2014 10-K. Because the
Company’s business is seasonal in nature, the operating results for the three and six month periods ended August 1,
2015 are not necessarily indicative of results for the fiscal year ending January 30, 2016 (Fiscal 2015).

Accounting policies followed by the Company are described in Note 1 to the Fiscal 2014 10-K, “Summary of
Significant Accounting Policies.”

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2014-09, “Revenue from Contracts with Customers,” which provides guidance for revenue recognition. The standard’s
core principle is that a company will recognize revenue when it transfers promised goods or services to customers in
an amount that reflects the consideration to which the company expects to be entitled in exchange for those goods or
services. In doing so, companies will need to use more judgment and make more estimates than under current
guidance. These may include identifying performance obligations in the contract, estimating the amount of variable
consideration included in the transaction price and allocating the transaction price to each separate performance
obligation. At its July 9, 2015 meeting, the FASB affirmed its proposal to defer the effective date of this ASU for
reporting periods beginning after December 15, 2017, with early adoption permitted for annual reporting periods
beginning on or after December 15, 2016, and interim periods within those annual periods. The effective date of this
ASU for the Company is February 4, 2018. The Company is currently in the process of evaluating the impact of
adoption of this ASU on the Company’s Consolidated Financial Statements.

In April 2015, the FASB issued ASU 2015-03, “Interest—Imputation of Interest (Subtopic 835-30): Simplifying the
Presentation of Debt Issuance Costs.” This standard amends existing guidance to require the presentation of debt
issuance costs in the balance sheet as a deduction from the carrying amount of the related debt liability. This ASU is
effective for fiscal years beginning after December 15, 2015, with early adoption permitted. The Company intends to

12
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adopt this ASU during the fiscal year beginning on January 31, 2016. The Company does not expect this standard to
have a significant effect on the Company’s Consolidated Financial Statements.

There were no other new accounting standards that had a material impact on the Company’s Condensed Consolidated
Financial Statements during the three and six month periods ended August 1, 2015, and there were no other new
accounting standards or pronouncements that were issued but not yet effective as of August 1, 2015 that the Company
expects to have a material impact on its financial position or results of operations upon becoming effective.

Secondary Offering

On April 7, 2015, the Company closed a secondary public offering of 12,490,154 shares of its common stock (the
Secondary Offering). All of the shares sold in the Secondary Offering were offered by selling stockholders. The
Company did not receive any of the proceeds from the Secondary Offering. The Company incurred $0.2 million in
offering costs related to the Secondary Offering, which are included in the line item “Costs related to debt amendments,
secondary offerings and other” on the Company’s Condensed Consolidated Statements of Operations.

13
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2. Long Term Debt

Long term debt consists of:

(in thousands)
August 1,  January 31, August 2,

2015 2015 2014

$1,200,000 senior secured term loan facility (Term B-3 Loans), LIBOR

(with a floor of 1.0%) plus 3.25%, matures on August 13, 2021 $1,112,176 $1,161,541 $—
$1,000,000 senior secured term loan facility (Term B-2 Loans), LIBOR

(with a floor of 1.0%) plus 3.25%, redeemed in full on August 13, 2014 — — 825,828
$450,000 senior notes, 10%, redeemed in full on August 13, 2014 — — 450,000
$350,000 senior notes, 9% / 9.75%, redeemed in full on August 13, 2014 — — 69,226
$600,000 ABL senior secured revolving facility, LIBOR plus spread based

on average outstanding balance, expires August 13, 2019 213,700 63,300 —
Capital lease obligations 25,414 25,602 28,015
Total debt 1,351,290 1,250,443 1,373,069
Less: current maturities (1,340 ) (@1,167 ) (1,250 )
Long term debt, net of current maturities $1,349,950 $1,249,276 $1,371,819

Term Loan Facility

On August 13, 2014, BCFWC entered into Amendment No. 4 (the Fourth Amendment) to the Term Loan Credit
Agreement (as amended by the Fourth Amendment, the Amended Term Loan Credit Agreement) governing its senior
secured term loan facility (the Term Loan Facility). The Fourth Amendment, among other things, (i) increased the
available incremental amount to $400.0 million plus unlimited amounts so long as BCFWC’s pro forma consolidated
secured leverage ratio does not exceed 3.50 to 1.00 and (ii) gave BCFWC and its restricted subsidiaries additional
flexibility to make investments, restricted payments (including dividends), incur additional debt, grant liens and
otherwise comply with its covenants under the Amended Term Loan Credit Agreement. The interest rate margin
applicable under the Amended Term Loan Credit Agreement is 3.25% in the case of loans drawn at LIBOR and
2.25% in the case of loans drawn under the prime rate (as determined by the Term Loan Facility Administrative
Agent). The Fourth Amendment removed the variable pricing mechanism that was formerly in place, which was based
on BCFWC’s pro forma consolidated secured leverage ratio. The Term Loan Facility is collateralized by a first lien on
our favorable leases, real estate and property & equipment and a second lien on our inventory and receivables.

The Term B-3 Loans outstanding under the Term Loan Facility mature on August 13, 2021. Mandatory quarterly
payments of $3.0 million were payable as of the last day of each quarter, beginning with the quarter ended July 29,
2017. The Company elected to make a prepayment of $50.0 million on May 1, 2015, which offset the mandatory
quarterly payments through May 1, 2021. In accordance with ASC Topic No. 470-50, “Debt Modifications and
Extinguishments” (Topic No. 470), the Company recognized a non-cash loss on the partial extinguishment of debt of
$0.6 million, representing the write-off of $0.4 million and $0.2 million in deferred financing costs and unamortized
original issue discount, respectively, which was recorded in the line item “Loss on extinguishment of debt” in the
Company’s Condensed Consolidated Statements of Operations.

Interest rates for the Term Loan Facility are based on: (i) for LIBOR rate loans for any interest period, at a rate per
annum equal to the greater of (x) the LIBOR rate, as determined by the Term Loan Facility Administrative Agent, for

such interest period multiplied by the Statutory Reserve Rate (as defined in the Term Loan Credit Agreement) and
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(y) 1.00% (the Term Loan Adjusted LIBOR Rate), plus an applicable margin; and (ii) for prime rate loans, a rate per
annum equal to the highest of (a) the variable annual rate of interest then announced by JPMorgan Chase Bank, N.A.
at its head office as its “prime rate,” (b) the federal funds rate in effect on such date plus 0.50% per annum, and (c) the
Term Loan Adjusted LIBOR Rate for the applicable class of term loans for one-month plus 1.00%, plus, in each case,
an applicable margin. At August 1, 2015, the Company’s borrowing rate related to the Term Loan Facility was 4.25%.

ABL Line of Credit

On August 13, 2014, BCFWC also entered into Amendment No. 1 (the ABL. Amendment) to the Second Amended
and Restated Credit Agreement, dated September 2, 2011 (as amended, supplemented and otherwise modified, the
Amended ABL Credit Agreement) governing BCFWC'’s existing senior secured asset-based revolving credit facility
(the ABL Line of Credit). The ABL Amendment, among other things, provided BCFWC and certain of its subsidiaries
with additional flexibility to make investments, restricted payments (including dividends), incur additional debt, grant
liens and otherwise comply with its covenants under the Amended ABL Credit Agreement. The Company believes
that the Amended ABL Credit Agreement provides the liquidity and flexibility to meet its operating and capital
requirements over the remaining term of the ABL Line of Credit. Further, the calculation of
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the borrowing base under the amended and restated credit agreement has been amended to allow for increased
availability, particularly during the September 1st through December 15th period of each year.

The ABL Line of Credit matures on August 13, 2019. The aggregate amount of commitments under the Amended
ABL Credit Agreement is $600.0 million and, subject to the satisfaction of certain conditions, the Company can
increase the aggregate amount of commitments up to $900.0 million. Interest rate margin applicable under the
Amended ABL Credit Agreement in the case of loans drawn at LIBOR is 1.25% - 1.50% (based on total commitments
or borrowing base availability), and the fee on the average daily balance of unused loan commitments is 0.25%. The
ABL Line of Credit is collateralized by a first lien on the Company’s inventory and receivables and a second lien on
the Company’s real estate and property and equipment.

At August 1, 2015, the Company had $329.6 million available under the Amended ABL Line of Credit and $213.7
million of outstanding borrowings. The maximum borrowings under the facility during the three and six month
periods ended August 1, 2015 amounted to $280.0 million. Average borrowings during the three and six month
periods ended August 1, 2015 amounted to $215.5 million and $164.4 million, respectively, at average interest rates of
1.5% and 1.6%, respectively. The Company had outstanding borrowings under the Amended ABL Line of Credit of
$63.3 million as of January 31, 2015.

At August 2, 2014, the Company had $447.6 million available under the ABL Line of Credit and no outstanding
borrowings. The maximum borrowings under the facility during the three and six month periods ended August 2, 2014
amounted to $60.0 million and $75.0 million, respectively. Average borrowings during the three and six month
periods ended August 2, 2014 amounted to $15.9 million and $12.4 million, respectively at average interest rates of
1.9%.

3. Derivative Instruments and Hedging Activities

The Company accounts for derivatives and hedging activities in accordance with ASC Topic No. 815 “Derivatives and
Hedging” (Topic No. 815). Topic No. 815 provides the disclosure requirements for derivatives and hedging activities
with the intent to provide users of financial statements with an enhanced understanding of: (i) how and why an entity
uses derivative instruments, (ii) how the entity accounts for derivative instruments and related hedged items, and

(iii) how derivative instruments and related hedged items affect an entity’s financial position, financial performance,
and cash flows. Further, qualitative disclosures are required that explain the Company’s objectives and strategies for
using derivatives, as well as quantitative disclosures about the fair value of gains and losses on derivative instruments,
and disclosures about credit-risk-related contingent features in derivative instruments.

As required by Topic No. 815, the Company records all derivatives on the balance sheet at fair value and adjusts to
market on a quarterly basis. The accounting for changes in the fair value of derivatives depends on the intended use of
the derivative, whether the Company has elected to designate a derivative in a hedging relationship and apply hedge
accounting and whether the hedging relationship has satisfied the criteria necessary to apply hedge accounting.
Derivatives designated and qualifying as a hedge of the exposure to variability in expected future cash flows, or other
types of forecasted transactions, are considered cash flow hedges. Hedge accounting generally provides for the
matching of the timing of gain or loss recognition on the hedging instrument with the earnings effect of the hedged
forecasted transactions in a cash flow hedge. The Company may enter into derivative contracts that are intended to
economically hedge certain of its risk, even though hedge accounting does not apply or the Company elects not to
apply hedge accounting.
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The Company uses interest rate cap contracts to manage interest rate risk. The fair value of the Company’s interest rate
cap contracts is determined using the market standard methodology of discounted future variable cash flows. The
variable cash flows are determined using the market standard methodology of discounting the future expected cash
receipts that would occur if variable interest rates rise above the strike rate of the caps in conjunction with the cash
payments related to financing the premium of the interest rate caps. The variable interest rates used in the calculation
of projected receipts on the cap are based on an expectation of future interest rates derived from observable market
interest rate curves and volatilities. In addition, to comply with the provisions of ASC Topic No. 820, “Fair Value
Measurements” (Topic No. 820), credit valuation adjustments, which consider the impact of any credit enhancements
to the contracts, are incorporated in the fair values to account for potential nonperformance risk. In adjusting the fair
value of its derivative contracts for the effect of nonperformance risk, the Company has considered any applicable
credit enhancements such as collateral postings, thresholds, mutual puts, and guarantees.

In accordance with Topic No. 820, the Company made an accounting policy election to measure the credit risk of its
derivative financial instruments that are subject to master netting agreements on a net basis by counterparty portfolio.
There is no impact of netting because the Company’s only derivatives are interest rate cap contracts that are with
separate counterparties and are under separate master netting agreements.

Although the Company has determined that the majority of the inputs used to value its derivatives fall within Level 2
of the fair value hierarchy, the credit valuation adjustments associated with its derivatives utilize Level 3 inputs, such
as estimates of current credit spreads to evaluate the likelihood of default by the Company and its counterparties.
However, as of August 1, 2015, January 31,
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2015 and August 2, 2014, the Company has assessed the significance of the impact of the credit valuation adjustments
on the overall valuation of its derivative positions and has determined that the credit valuation adjustment is not
significant to the overall valuation of its derivative portfolios. As a result, the Company classifies its derivative
valuations in Level 2 of the fair value hierarchy.

The Company is exposed to certain risks arising from both its business operations and economic conditions. The
Company principally manages its exposures to a wide variety of business and operational risks through management

of its core business activities. The Company manages economic risks, including interest rate, liquidity, and credit risk
primarily by managing the amount, sources, and duration of its debt funding and the use of derivative financial
instruments. Specifically, the Company enters into derivative financial instruments to manage exposures that arise
from business activities that result in the payment of future known and uncertain cash amounts, the value of which are
determined by interest rates. The Company’s derivative financial instruments are used to manage differences in the
amount, timing, and duration of the Company’s known or expected cash payments principally related to the Company’s
borrowings.

Cash Flow Hedges of Interest Rate Risk

The Company’s objectives in using interest rate derivatives are to add stability to interest expense and to manage its
exposure to interest rate movements. To accomplish this objective, the Company primarily uses interest rate caps as
part of its interest rate risk management strategy. Interest rate caps designated as cash flow hedges involve the receipt
of variable amounts from a counterparty if interest rates rise above the strike rate on the contract.

On August 19, 2014, the Company entered into four interest rate cap contracts which were designated as cash flow
hedges (the Previous Interest Rate Cap Contracts). On April 24, 2015 the Company terminated and sold the Previous
Interest Rate Cap Contracts. The Company received $1.2 million in cash in connection with the termination and sale
of the Previous Interest Rate Cap Contracts. As a result of these transactions, the amount of loss previously deferred in
accumulated other comprehensive loss related to these caps was $2.0 million, net of taxes of $1.3 million. As the
hedged transactions associated with the Previous Interest Rate Cap Contracts are still probable of occurring, the
Company will amortize this loss from accumulated other comprehensive loss into interest expense over the original
life of each respective cap through April 2019. Also on April 24, 2015, the Company entered into two new interest
rate cap contracts (the New Interest Rate Cap Contracts) which were designated as cash flow hedges. The Company
financed the cost of the New Interest Rate Cap Contracts, which will be amortized through the life of the caps.

The effective portion of changes in the fair value of derivatives designated and that qualify as cash flow hedges is
recorded in the line item “Accumulated other comprehensive loss” on the Company’s Condensed Consolidated Balance
Sheets and is subsequently reclassified into earnings in the period that the hedged forecasted transaction affects
earnings. During the six month period ended August 1, 2015, such derivatives were used to hedge the variable cash
flows associated with existing (or anticipated) variable-rate debt. The ineffective portion of the change in fair value of
the derivatives is recognized directly in earnings. The Company did not record any hedge ineffectiveness in its

earnings during the three or six month periods ended August 1, 2015. Amounts reported in accumulated other
comprehensive loss related to the New Interest Rate Cap Contracts will be reclassified to interest expense as interest
payments are made on the Company’s variable-rate debt.

During the three and six month periods ended August 1, 2015, the Company reclassified less than $0.1 million out of
accumulated other comprehensive loss into interest expense. As of August 1, 2015, the Company estimates that

approximately $0.9 million will be reclassified into interest expense during the next twelve months.

As of August 1, 2015, the Company had the following outstanding interest rate derivatives that were designated as
cash flow hedges of interest rate risk:

Interest Rate Derivative ~ Number of Notional Principal Interest Effective Date Maturity Date
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Instruments Amount

Interest rate cap contracts Two $ 800.0 million

Cap
Rate
1.0%

May 29, 2015 May 31, 2019
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Derivatives not designated as hedges are not speculative and are used to manage the Company’s exposure to interest
rate movements and other identified risks but do not meet the strict hedge accounting requirements or the Company
elected not to designate these derivatives as hedges. Changes in the fair value of derivatives not designated in hedging
relationships are recorded directly in earnings. The Company had two interest rate cap contracts which limited our
interest rate exposure to 7.0% on our first $900.0 million of borrowings under our variable rate debt obligations that
expired on May 31, 2015. As of August 1, 2015, the Company no longer has any outstanding derivatives that were
not designated as hedges in qualifying hedging relationships.

Tabular Disclosure

The tables below presents the fair value of the Company’s derivative financial instruments on a gross basis as well as
their classification on the Company’s Condensed Consolidated Balance Sheets:

(in thousands)
Fair Values of Derivative Instruments
Asset Derivatives

August 1, 2015 January 31, 2015 August 2, 2014

Balance Balance Balance

Sheet Fair  Sheet Fair Sheet Fair
Derivatives Designated as Hedging
Instruments Location Value Location Value Location Value
Interest rate cap contracts Other assets $101 Other assets $1,572 Other assets $ —

(in thousands)
Fair Values of Derivative Instruments
Liability Derivatives

August 1, 2015 January 31, 2015 August 2, 2014

Balance Balance Balance

Sheet Fair  Sheet Fair Sheet Fair
Derivatives Designated as Hedging
Instruments Location Value Location Value Location Value
Interest rate cap contracts Other liabilities $110 Other liabilities $— Other liabilities $ —

The tables below present the amounts of losses recognized in other comprehensive loss net of taxes, and the
classifications and amounts of losses reclassified into earnings of the Company’s derivative instruments designated as
cash flow hedging instruments for each of the reporting periods.

(in thousands)
Amount of Losses Recognized in Other

Comprehensive
Loss Related to Derivatives
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Derivatives Designated as Three Months Ended Six Months Ended

August August
August 1, 2, August 1, 2,
Hedging Instruments 2015 2014 2015 2014
Interest rate cap contracts $ (1,722 ) $ — $@®21 ) $ —

(in thousands)
Amount of Loss Reclassified from

Other Comprehensive

Loss into Earnings Related to

Derivatives
Derivatives Designated as Three Months Ended Six Months Ended =~ Component of
August August
August 1, 2, August 1, 2,
Hedging Instruments 2015 2014 2015 2014  Earnings
Interest rate cap contracts $ 24 $ — $24 $ — Interest expense

The table below presents the classifications and amounts of losses recognized within our statements of operations for
the Company’s derivative instruments not designated as hedging instruments for each of the reporting periods.

(in thousands)
Amount of Loss Recognized
in

Earnings Related to Derivatives

Three
Months Six Months
Location of Loss Recognized in Earnings Ended Ended

AugustAugust AugustAugust
Derivatives Not Designated as Hedging 1, 2, 1, 2,
Instruments Related to Derivatives 2015 2014 2015 2014
Interest rate cap contracts Interest expense $ — % — 8% —51
11
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4. Accumulated Other Comprehensive Loss

Amounts included in accumulated other comprehensive loss are recorded net of the related income tax effects. The
following table details the changes in accumulated other comprehensive loss:

(in thousands)
Derivative

Instrumerifstal
Balance at January 31, 2015 $1,744 $1,744
Unrealized losses arising during the period, net of related tax

benefit of $0.5 million for the six months ended August 1, 2015 821 821
Amount reclassified into earnings, net of related taxes of

less than $0.1 million for the six months ended August 1, 2015 24 ) 4 )
Balance at August 1, 2015 $2,541 $2,541

5. Fair Value Measurements

The Company accounts for fair value measurements in accordance with Topic No. 820, which defines fair value,
establishes a framework for measurement and expands disclosure about fair value measurements. Topic No. 820
defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date (exit price), and classifies the inputs used to measure
fair value into the following hierarchy:

Level 1: Quoted prices for identical assets or liabilities in active markets.
Level Quoted market prices for similar assets or liabilities in active markets; quoted prices for identical or similar
2: assets or liabilities in markets that are not active; and model-derived valuations whose inputs are observable or
whose significant value drivers are observable.
Level Pricing inputs that are unobservable for the assets and liabilities and include situations where there is little, if
3: any, market activity for the assets and liabilities.
The inputs into the determination of fair value require significant management judgment or estimation.

The carrying amounts of cash equivalents, accounts receivable and accounts payable approximate fair value due to the
short-term nature of these instruments.

Financial Assets

The Company’s financial assets as of August 1, 2015, January 31, 2015 and August 2, 2014 included cash equivalents
and interest rate cap contracts. Refer to Note 3, “Derivative Instruments and Hedging Activities,” for further discussion
regarding the Company’s interest rate cap contracts.

The fair values of the Company’s financial assets and the hierarchy of the level of inputs are summarized below:
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(in thousands)
Fair Value Measurements at
August January August
1, 31, 2,
2015 2015 2014
Assets:
Level 1
Cash equivalents (including restricted cash) $28,104 $28,094 $32,338

12
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Long-Lived Assets

Long-lived assets are measured at fair value on a non-recurring basis for purposes of calculating impairment using the
fair value hierarchy of Topic No. 820. The fair value of the Company’s long-lived assets is generally calculated using
discounted cash flows. During the six month period ended August 1, 2015, the Company recorded impairment charges
of $1.7 million, primarily related to declines in revenues and operating results for two stores, which was recorded in
the line item “Impairment charges — long-lived assets” in the Company’s Condensed Consolidated Statements of
Operations. During the three and six month periods ended August 1, 2015, the Company also recorded impairment
charges for capital expenditures for previously impaired stores of approximately $0.2 million. One of the stores
impaired during the six month period ended August 1, 2015 was fully impaired and therefore had zero fair value as of
August 1, 2015, and would be categorized as Level 3 in the fair value hierarchy described above. The table below sets
forth, by level within the fair value hierarchy, the fair value of the remaining, partially-impaired store, subsequent to
impairment charges as of August 1, 2015:

(in thousands)
Quoted Prices
Significant Significant

in Active
Other Un-
Markets for
Observable Observable Total
Identical Assets
Inputs Inputs Impairment
(Level
1) (Level 2) (Level 3)  Total Losses
Leasehold improvements $—$ — $ 396 $396 $ 766
Building/Building Improvements — — — — 12
Furniture and fixtures — — 343 343 645
Other assets — — 242 242 320
Other property and equipment — — 21 21 160
Total $—$ —$ 1,002 $1,002 $ 1,903
Financial Liabilities
The fair values of the Company’s financial liabilities are summarized below:
(in thousands)
August 1, 2015 January 31, 2015 August 2, 2014
Carrying Carrying Carrying
Fair Fair Fair
Amount Amount Amount
(b) Value (b) (b) Value (b) (b) Value (b)
$1,200,000 senior secured term loan
facility
(Term B-3 Loans), LIBOR (with a
floor of 1.0%)
plus 3.25%, matures on August 13,
2021 $1,112,176 $1,114,011 $1,161,541 $1,150,410 $— $—
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$1,000,000 senior secured term loan
facility

(Term B-2 Loans), LIBOR (with a
floor of 1.0%)

plus 3.25%, redeemed in full on
August 13, 2014 — — — — 825,828 822,029
$450,000 senior notes, 10%,
redeemed in full on

August 13, 2014 — — — — 450,000 490,793
$350,000 senior notes, 9% / 9.75%,
redeemed in

full on August 13,2014 — — — — 69,226 70,437
$600,000 ABL senior secured
revolving facility,

LIBOR plus spread based on
average outstanding

balance, expires August 13, 2019(a) 213,700 213,700 63,300 63,300 — —
Total debt $1,325,876 $1,327,711 $1,224,841 $1,213,710 $1,345,054 $1,383,259

(a) To the extent the Company has any outstanding borrowings under the ABL Line of Credit, the fair value would
approximate its reported value because the interest rate is variable and reflects current market rates due to its short
term nature (borrowings are typically done in 30 day increments).

(b)Capital lease obligations are excluded from the table above.

The fair values presented herein are based on pertinent information available to management as of the respective

period end dates. The estimated fair values of the Company’s debt are classified as Level 2 in the fair value hierarchy.

Although management is not aware of any factors that could significantly affect the estimated fair value amounts,

such amounts have not been comprehensively revalued for purposes of these Condensed Consolidated Financial

Statements since August 1, 2015, and current estimates of fair value may differ from amounts presented herein.

13
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6. Income Taxes
Net deferred taxes are as follows:

(in thousands)
January

August 1, 31 August 2,

2015 2015 2014
Current deferred tax asset $34446 $37229 $14,172
Non-current deferred tax liability 223,305 234,360 229,132
Net deferred tax liability $188,859 $197,131 $214,960

Current deferred tax assets consisted primarily of certain operating costs and inventory-related costs not currently
deductible for tax purposes. Non-current deferred tax liabilities primarily relate to rent expense, intangible assets, and
depreciation expense where the Company has a future obligation for tax purposes.

As of August 1, 2015, January 31, 2015 and August 2, 2014, valuation allowances amounted to $6.2 million,

$6.1 million and $5.7 million, respectively, primarily related to state tax net operating losses and state tax credit carry
forwards. The Company believes that it is more likely than not that a portion of the benefit of the state tax net
operating losses will not be realized. As of August 1, 2015, the Company has $7.4 million of deferred tax assets
recorded for state net operating losses of which $5.6 million will expire between 2015 and 2025.

In addition, management also determined that a full valuation allowance of $5.1 million, $4.5 million and $3.8 million
were required against the tax benefit associated with Puerto Rico deferred tax assets as of August 1, 2015, January 31,
2015 and August 2, 2014, respectively.

7. Capital Stock
Treasury Stock
The Company accounts for treasury stock under the cost method.

During the six month period ended August 1, 2015, the Company acquired 8,270 shares of common stock from
employees for $0.4 million to satisfy their minimum statutory tax withholdings related to the vesting of restricted
stock awards. These shares are considered treasury shares which are available for reissuance under the 2006
Management Incentive Plan.

Share Repurchase Program

On June 9, 2015, the Company announced that its Board of Directors had authorized the repurchase of up to

$200 million of its common stock. The repurchase program will be funded using the Company’s available cash and is
expected to be executed through June 2017. The Company is authorized to repurchase shares of its outstanding
common stock from time to time on the open market or in privately negotiated transactions. The timing and amount of
stock repurchases will depend on a variety of factors, including the market conditions as well as corporate and
regulatory considerations. The share repurchase program may be suspended, modified or discontinued at any time and
the Company has no obligation to repurchase any amount of its common stock under the program.
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During the second quarter of Fiscal 2015, the Company repurchased 450,000 shares of its common stock for $25.4
million under its share repurchase program, which was recorded in the line item “Treasury stock” on the Company’s
Condensed Consolidated Balance Sheet. As of August 1, 2015, the Company had $174.6 million available for
purchase under its share repurchase program.

14
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8. Net Income (Loss) Per Share
Basic net income (loss) per share is calculated by dividing net income (loss) by the weighted-average common shares

outstanding. Dilutive net income (loss) per share is calculated by dividing net income (loss) by the weighted-average
common shares and potentially dilutive securities outstanding during the period using the treasury stock method.

(in thousands, except

per share data)
Three Months

Ended Six Months Ended
August August August August
1 2 1 2

2015 2014 2015 2014
Basic net income (loss) per share

Net income (loss) $10,900 $(6,470) $36,595 $5,304
Weighted average number of common shares — basic 75,181 73,966 75,081 73,806
Net income (loss) per common share — basic $0.14 $(0.09 ) $0.49 $0.07
Diluted net income (loss) per share

Net income (loss) $10,900 $(6,470) $36,595 $5,304
Shares for basic and diluted net income (loss) per share:

Weighted average number of common shares — basic 75,181 73,966 75,081 73,806
Assumed exercise of stock options and vesting of restricted stock 1,330 — 1,425 1,779
Weighted average number of common shares — diluted 76,511 73,966 76,506 75,585
Net income (loss) per common share — diluted $0.14 $(0.09 ) $0.48 $0.07

Approximately 121,000 and less than 100,000 options to purchase shares of common stock and unvested restricted
stock awards were excluded from diluted net income (loss) per share for the three and six month periods ended August
1, 2015, respectively, since their effect was anti-dilutive.

Less than 100,000 options to purchase shares of common stock and unvested restricted stock awards were excluded
from diluted net income (loss) per share for the six month period ended August 2, 2014, since their effect was
anti-dilutive.

9. Stock Option and Award Plans and Stock-Based Compensation
As of August 1, 2015, there were 10,125,258 shares of common stock authorized for issuance under the 2006
Management Incentive Plan (the 2006 Plan) and 6,000,000 shares of common stock authorized for issuance under the

2013 Omnibus Incentive Plan (the 2013 Plan and, together with the 2006 Plan, the Plans).

Stock Options
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The Company accounts for awards issued under the Plans in accordance with ASC Topic No. 718, “Stock
Compensation.” Options granted during the six month period ended August 1, 2015 were all service-based awards and
were granted under the 2006 Plan at exercise prices ranging from $51.81 to $55.75 per share. Options granted during
the six month period ended August 2, 2014 were all service-based awards and were granted under the 2006 Plan at
exercise prices ranging from $27.40 to $31.81 per share. All service-based awards granted during the six month period
ended August 1, 2015 vest 25% on each of the first four anniversaries of the grant date. The final exercise date for any
option granted is the tenth anniversary of the grant date.

In order to mitigate the impact of the $336.0 million dividend paid in connection with the issuance of the Holdco
Notes in February 2013, the Company’s Board of Directors in May 2013 approved a modification to all then
outstanding options through a combination of exercise price reductions and cash payments to option holders. The
modification did not affect the existing vesting schedules. The Com