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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

(Mark One)

pQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended July 29, 2017

or
0TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to
Commission File Number 1-14035
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NEVADA 91-1826900

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

2425 West Loop South, Houston, Texas 77027
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(800) 579-2302
(Registrant’s telephone number, including area code)

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 p No o

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 p No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer”, “smaller reporting company”, and “emerging growth company” in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer o Accelerated filer b

Non-accelerated filer o (Do not check if a smaller reporting company)  Smaller reporting company o

Emerging growth company o
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If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with accounting standards provided pursuant to Section 13(a) of the Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop

As of August 31, 2017, there were 27,594,070 shares of the registrant’s common stock outstanding.
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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
Stage Stores, Inc.

Condensed Consolidated Balance Sheets
(in thousands, except par value)

(Unaudited)
July 29,  January 28,
2017 2017
ASSETS
Cash and cash equivalents $26,132 $13,803
Merchandise inventories, net 460,405 409,384
Prepaid expenses and other current assets 62,357 41,574
Total current assets 548,894 464,761

Property, equipment and leasehold improvements, net of accumulated depreciation of

$721,472 and $697,087, respectively 269,977 284,110

Intangible assets 17,135 15,235
Other non-current assets, net 23,925 22,883
Total assets $859,931 $786,989
LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable $126,904 $101,985
Accrued expenses and other current liabilities 73,804 66,685
Total current liabilities 200,708 168,670
Long-term debt obligations 227,385 163,749
Other long-term liabilities 78,209 74,410
Total liabilities 506,302 406,829

Commitments and contingencies

Common stock, par value $0.01, 100,000 shares authorized, 32,766 and 32,340 shares issued,

. 328 323
respectively
Additional paid-in capital 414,524 410,504
Treasury stock, at cost, 5,175 shares, respectively (43,210 ) (43,286 )
Accumulated other comprehensive loss (5,385 ) (5,648 )
(Accumulated deficit) retained earnings (12,628 ) 18,267
Total stockholders' equity 353,629 380,160
Total liabilities and stockholders' equity $859,931 $786,989

The accompanying notes are an integral part of these condensed consolidated financial statements.
3
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Stage Stores, Inc.

Condensed Consolidated Statements of Operations and Comprehensive (Loss) Income

(in thousands, except per share data)

(Unaudited)
Three Months Ended
July 29,  July 30,
2017 2016
Net sales $377,081 $338,385
Cost of sales and related buying, occupancy and distribution expenses 284,140 252,815
Gross profit 92,941 85,570
Selling, general and administrative expenses 100,643 85,368
Interest expense 1,918 1,192
Loss before income tax (9,620 ) (990
Income tax benefit (3,362 ) (1,031
Net (loss) income $(6,258 ) $41
Other comprehensive income:
Amortization of employee benefit related costs, net of tax of $81, $112, $132 $183
$161 and $170, respectively
Total other comprehensive income 132 183
Comprehensive (loss) income $(6,126 ) $224
Basic (loss) earnings per share data:
Basic (loss) earnings per share $0.23 ) $—
Basic weighted average shares outstanding 27,535 27,111
Diluted (loss) earnings per share data:
Diluted (loss) earnings per share $0.23 ) $—
Diluted weighted average shares outstanding 27,535 27,175

Six Months Ended
July 29,  July 30,
2017 2016

$685,688 $671,135
530,529 518,578
155,159 152,557
189,152 175,512
3,504 2,221

) (37,497 ) (25,176 )
) (12,252 ) (9,757 )

$(25,245) $(15,419)

$263 $278

263 278
$(24,982) $(15,141)

$(0.93 ) $(0.57 )
27401 27,021

$(0.93 ) $(0.57 )
27401 27,021

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

4
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Stage Stores, Inc.

Condensed Consolidated Statements of Cash Flows
(in thousands)

(Unaudited)

Cash flows from operating activities:
Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation, amortization and impairment of long-lived assets

(Gain) loss on retirements of property, equipment and leasehold improvements

Deferred income taxes

Tax deficiency from stock-based compensation
Stock-based compensation expense
Amortization of debt issuance costs

Deferred compensation obligation

Amortization of employee benefit related costs
Construction allowances from landlords

Other changes in operating assets and liabilities:
Increase in merchandise inventories

Increase in other assets

Increase in accounts payable and other liabilities
Net cash provided by operating activities

Cash flows from investing activities:

Additions to property, equipment and leasehold improvements
Proceeds from insurance and disposal of assets

Business acquisition

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from revolving credit facility borrowings
Payments of revolving credit facility borrowings
Proceeds from long-term debt obligation
Payments of long-term debt obligations

Payments of debt issuance costs

Payments for stock related compensation

Cash dividends paid

Net cash provided by financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents:
Beginning of period
End of period

Supplemental disclosures including non-cash investing and financing activities:

Interest paid
Income taxes paid

Six Months Ended
July 29,  July 30,
2017 2016

$(25,245) $(15,419)

33,177 36,508

(528 ) 124
5,520 (1,404 )
— (3,230 )
4,312 6,552
144 109
(76 ) 208
424 448
1,098 6,290

(19,251 ) (25,121 )
(22,188 ) (9,415 )
30,802 34,069
8,189 29,719

(15,502 ) (57,677 )
1,307 1,047
(36,144 ) —
(50,339 ) (56,630 )

277,013 253,095
(211,891) (215,700)
— 5,830
(4,850 ) (2,785 )
8 ) —

(135 ) (817 )
(5,650 ) (8,321 )
54,479 31,302
12,329 4,391

13,803 16,487
$26,132  $20,878

$3,324  $2,136
$247 $3,091
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Unpaid liabilities for capital expenditures $5,563  $4,537

The accompanying notes are an integral part of these condensed consolidated financial statements.
5
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Condensed Consolidated Statement of Stockholders’ Equity
For the Six Months Ended July 29, 2017
(in thousands, except per share data)

(Unaudited)

Balance at January 28, 2017
Net loss

Other comprehensive income
Dividends on common stock,
$0.20 per share

Deferred compensation
Issuance of equity awards, net
Tax withholdings paid for net
settlement of stock awards
Stock-based compensation
expense

Balance at July 29, 2017

Common
Stock

32,766 $ 328 $414,524 (5,175) $(43,210) $ (5,385

Additional Treasury Stock
Paid-in
Shares AmountCapital

32,340 $ 323 $410,504

(76
S

@211

4,312

Shares Amount

(5,175) $(43,286) $ (5,648

)_
)_

)_

76

Accumulated Retained

Other Earnings
ComprehensivéAccumulated
Loss Deficit) Total

$ 18,267 $380,160
— (25,245 ) (25,245 )
263 — 263
— (5,650 ) (5,650 )
— — (211 )
— — 4,312

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

6
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Stage Stores, Inc.
Notes to Condensed Consolidated Financial Statements
(Unaudited)

NOTE 1 - BASIS OF PRESENTATION

The accompanying condensed consolidated financial statements of Stage Stores, Inc. and its subsidiary (“we,” “us” or “our”)
have been prepared in accordance with the requirements of the U.S. Securities and Exchange Commission (“SEC”) for
interim financial information and do not include all of the information and footnotes required by accounting principles
generally accepted in the United States of America (“GAAP”) for complete financial statements. Those adjustments that
are, in the opinion of management, necessary for a fair presentation of the results of the interim periods have been
made. Results of operations for such interim periods are not necessarily indicative of the results of operations for a full
year due to seasonality and other factors. The condensed consolidated financial statements should be read in
conjunction with the audited consolidated financial statements and notes thereto filed with our Annual Report on

Form 10-K for the year ended January 28, 2017 (“Form 10-K”).

References to a particular year are to our fiscal year, which is the 52- or 53-week period ending on the Saturday

closest to January 31st of the following calendar year. For example, a reference to “2017” is a reference to the fiscal
year ending February 3, 2018, and “2016” is a reference to the fiscal year ended January 28, 2017. Fiscal years 2017 and
2016 are comprised of 53 weeks and 52 weeks, respectively. References to the “three months ended July 29, 2017 and
“three months ended July 30, 2016” are for the respective 13-week fiscal quarters. References to the “six months ended
July 29, 2017 and “six months ended July 30, 2016 are for the respective 26-week fiscal periods.

On April 7, 2017, we acquired select assets of Gordmans Stores, Inc. and its subsidiaries through a bankruptcy auction
(“Gordmans Acquisition”). The results of the GORDMANS branded stores that we operated from April 7, 2017 through
July 29, 2017 are included in our condensed consolidated statement of operations for the six months ended July 29,
2017 (see Note 8).

Recently Adopted Accounting Pronouncements. In March 2016, the Financial Accounting Standards Board (“FASB”)
issued Accounting Standards Update (“ASU”’) 2016-09, Compensation - Stock Compensation (Topic 718):
Improvements to Employee Share-Based Payment Accounting, which modifies several aspects of the accounting for
share-based payment transactions, including the income tax consequences, classification of awards as either equity or
liabilities, classification on the statement of cash flows, and the option to estimate expected forfeitures or recognize
forfeitures as they occur. We adopted this standard on a prospective basis in first quarter of 2017. Under the new
standard, excess income tax benefits and deficiencies related to awards that vest or settle are recognized in the
provision for income taxes as a discrete event in the period in which they occur. Historically, these amounts were
reflected within additional paid-in capital on the balance sheet. In addition, upon adoption excess tax benefits are
reflected within operating activities in the statements of cash flows, whereas historically these amounts were reflected
as a financing activity. Cash paid to tax authorities when shares are withheld from a settlement to satisfy employee tax
withholding obligations continue to be classified as a financing activity in the statement of cash flows. We have
elected to recognize forfeitures as they occur. The recognition of excess tax benefits and deficiencies may create
significant volatility in the provision for income taxes and earnings. We recognized excess tax deficiencies of $0.3
million and $2.0 million in the provision for income taxes for three and six months ended July 29, 2017, respectively.
The adoption of the other requirements of this guidance did not have a material impact on our consolidated financial
statements.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash
Receipts and Cash Payments, which provides guidance on certain specific cash flow issues including proceeds
received from the settlement of insurance claims. This guidance requires cash proceeds received from the settlement
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of insurance claims to be classified on the statement of cash flows on the basis of the related insurance coverage (that
is, the nature of the loss). The new standard is effective for fiscal years and interim periods beginning after December
15, 2017, with early adoption permitted and is to be applied retrospectively. We adopted this guidance in the first
quarter of 2017. The adoption of ASU 2016-15 did not have a material impact on our condensed consolidated
statements of cash flows.

10
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Recent Accounting Pronouncements Not Yet Adopted. In May 2014, the FASB issued ASU 2014-09, Revenue from
Contracts with Customers, which supersedes most existing revenue recognition guidance in GAAP. The core principle
of the guidance is that a company should recognize revenue when it transfers promised goods or services to customers
in an amount that reflects what a company expects to be entitled to in exchange for those goods or services. The
guidance also requires expanded disclosures regarding revenues. The new revenue standard allows for either a
retrospective or cumulative effect transition method of adoption and will be effective for us in the first quarter of fiscal
year ending February 2, 2019. Although we continue to evaluate the impact on our revenue recognition and disclosure
requirements, based on our analysis thus far, we do not expect the adoption to have a material impact on our
consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases, which requires lessees to recognize the assets and
liabilities that arise from finance and operating leases on the balance sheet. In addition, this guidance requires
disclosures about the amount, timing and uncertainty of cash flows arising from leases. The new standard will be
effective for us in the first quarter of fiscal year ending February 1, 2020. We are currently evaluating the impact that
the adoption of this ASU will have on our consolidated financial statements and we expect that our reported assets and
liabilities will significantly increase under the new standard.

In March 2017, the FASB issued ASU 2017-07, Improving the Presentation of Net Periodic Pension Cost and Net
Periodic Postretirement Benefit Cost, which requires employers that offer or maintain defined benefit plans to
disaggregate the service component from the other components of net benefit cost and provides guidance on
presentation of the service component and the other components of net benefit cost in the statement of operations. The
new standard is effective for fiscal years and interim periods beginning after December 15, 2017. We are currently
evaluating the impact that the adoption of ASU 2017-07 will have on our consolidated financial statements.

11
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NOTE 2 - STOCK-BASED COMPENSATION

Stock-based compensation expense by type of grant for each period presented was as follows (in thousands):
Three Months ~ Six Months
Ended Ended
July 29, July 30, July 29, July 30,
2017 2016 2017 2016

Restricted stock units $129 $— $202 $—
Non-vested stock 1,395 2,213 2,903 3,949
Performance shares 735 1,530 1,409 2,603
Total compensation expense 2,259 3,743 4,514 6,552
Related tax benefit (849 ) (1,408 ) (1,697 ) (2,464 )

Stock-based compensation expense, net of tax $1,410 $2,335 $2,817 $4,088

As of July 29, 2017, we have unrecognized compensation cost of $15.4 million related to stock-based compensation
awards granted. That cost is expected to be recognized over a weighted average period of 2.3 years.

Stock Appreciation Rights (“SARs”)

Prior to 2012, we granted SARs to our employees, which generally vested 25% annually over a four year period from
the grant date. Outstanding SARs expire, if not exercised or forfeited, within seven years from the grant date.
Exercised SARs are settled by the issuance of common stock in an amount equal to the increase in share price of our

common stock between the grant date and the exercise date.

The following table summarizes SARs activity for the six months ended July 29, 2017:

Weighted ﬁ%ﬁ;ejgte

Stock Appreciation Rights Number Average Weighted Average Remaining Contractual Value
of Shares Exercise Term (years) (in

Price thousands)
Outstanding, vested and exercisable at
January 28, 2017 177,900 $17.69
Expired (64,250) 16.26
Outstanding, vested and exercisable at July
29.2017 113,650 $18.50 0.6 $ —
9

12
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Restricted Stock Units (“RSUs™)

We grant RSUs to our employees. These awards vest 25% annually over a four year period from the grant date. Each
vested RSU is settled in cash in an amount equal to the fair market value of one share of our common stock on the
vesting date, not to exceed five times the per share fair market value of our common stock on the grant date. Unvested
RSUs have the right to receive a dividend equivalent payment equal to cash dividends paid on our common stock.
RSUs are accounted for as a liability in accordance with accounting guidance for cash settled stock awards. The
liability for RSUs is remeasured based on the closing share price of our common stock at each reporting period until
the award vests. Compensation expense is recognized ratably over the vesting period and adjusted with changes in the
fair value of the liability.

The following table summarizes restricted stock unit activity for the six months ended July 29, 2017:

Weighted
Average
Number Grant

Restricted Stock Units of Units  Date

Fair

Value
Outstanding at January 28, 2017 — $ —
Granted 1,321,250 2.14

Outstanding at July 29, 2017 1,321,250 2.14

The weighted-average grant date fair value for restricted stock units granted during the six months ended July 29,
2017 was $2.14.

Non-vested Stock

We grant shares of non-vested stock to our employees and non-employee directors. Non-vested stock awarded to
employees vests 25% annually over a four year period from the grant date. Non-vested stock awarded to
non-employee directors cliff vests after one year. At the end of the vesting period, non-vested stock

converts one-for-one to common stock. Certain non-vested stock awards have shareholder rights, including the right to
vote and to receive dividends. The fair value of non-vested stock awards with dividend rights is based on the closing
share price of our common stock on the grant date. The fair value of non-vested stock awards that do not have
dividend rights is discounted for the present value of expected dividends during the vesting period. Compensation
expense is recognized ratably over the vesting period.

The following table summarizes non-vested stock activity for the six months ended July 29, 2017:

Weighted
Average
Non-vested Stock Number of Grant
Shares Date
Fair
Value
Outstanding at January 28,2017 1,596,410 $ 10.22
Granted 668,371 2.21
Vested (523,462 ) 11.56
Forfeited (21,683 ) 9.66

Outstanding at July 29, 2017 1,719,636 6.70

13



Edgar Filing: STAGE STORES INC - Form 10-Q

The weighted-average grant date fair value for non-vested stock granted during the six months ended July 29, 2017
and July 30, 2016 was $2.21 and $6.95, respectively. The aggregate intrinsic value of non-vested stock that vested
during the six months ended July 29, 2017 and July 30, 2016, was $1.1 million and $2.6 million, respectively. The
payment of the employees’ tax liability for a portion of the vested shares was satisfied by withholding shares with a
fair value equal to the tax liability. As a result, the actual number of shares issued during six months ended July 29,
2017 was 425,597.

10
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Performance Shares

We grant performance shares as a means of rewarding management for our long-term performance based on total
shareholder return relative to a specific group of companies over a three-year performance cycle. Performance shares
cliff vest following a three-year performance cycle. The actual number of shares that may be earned and issued ranges
from zero to a maximum of twice the number of granted shares outstanding on the vesting date. Grant recipients do
not have any shareholder rights until the granted shares have been earned and issued. The fair value of performance
shares is estimated using a Monte Carlo simulation, based on the expected term of the award, a risk-free rate, expected
dividends, expected volatility, and stock price for our common stock and the specified peer group. The expected term
is estimated based on the vesting period of the awards, the risk-free rate is based on the yield on U.S. Treasury
securities matching the vesting period, and the volatility is based on the historical volatility over the expected term.
Compensation expense is recorded ratably over the corresponding vesting period.

The following table summarizes information about the performance shares that were outstanding at July 29, 2017:

Target Target XVf;rg:tzd
Shares Target Target Target  Shares £
Grant

Period Granted Outstanding Shares Shares Shares  Outstanding Date Fair
at January Granted Vested Forfeited atJuly 29,

Value
28,2017 2017 Per Share
2015 158,490 — — — 158,490 $ 28.33
2016 330,233 — — — 330,233 8.69
2017 — 600,000 — — 600,000 1.80
Total 488,723 600,000 — — 1,088,723 7.75

The weighted-average grant date fair value for performance shares granted during the six months ended July 29, 2017
and July 30, 2016 was $1.80 and $8.69, respectively. No performance shares vested during the six months ended
July 29, 2017 and July 30, 2016, respectively.

11
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NOTE 3 - DEBT OBLIGATIONS
Debt obligations for each period presented consisted of the following (in thousands):

July 29, January 28,

2017 2017
Revolving Credit Facility $224.,824 $159,702
Finance obligations 2,142 2,708
Other financing 3,469 7,753
Total debt obligations 230,435 170,163
Less: Current portion of debt obligations 3,050 6,414
Long-term debt obligations $227,385 $163,749

We have a $400.0 million senior secured revolving credit facility (“Revolving Credit Facility””) with a seasonal increase
to $450.0 million and a $25.0 million letter of credit sublimit. The Revolving Credit Facility matures on December 16,
2021.

We use the Revolving Credit Facility to provide financing for working capital and general corporate purposes, as well
as to finance capital expenditures and to support our letter of credit requirements. Borrowings are limited to the
availability under a borrowing base that is determined principally on eligible inventory as defined by the Revolving
Credit Facility agreement. Inventory, cash and cash equivalents are pledged as collateral. The daily interest rates are
determined by a prime rate or LIBOR, plus an applicable margin, as set forth in the Revolving Credit Facility
agreement. For the six months ended July 29, 2017, the weighted average interest rate on outstanding borrowings and
the average daily borrowings were 2.54% and $215.4 million, respectively.

Letters of credit issued under the Revolving Credit Facility support certain merchandise purchases and collateralize
retained risks and deductibles under various insurance programs. At July 29, 2017, outstanding letters of credit totaled
approximately $12.3 million. These letters of credit expire within 12 months of issuance, but may be renewed. Excess
availability under the Revolving Credit Facility at July 29, 2017 was $90.4 million.

The Revolving Credit Facility agreement contains covenants which, among other things, restrict, based on required
levels of excess availability, (i) the amount of additional debt or capital lease obligations, (ii) the payment of
dividends to $30 million in a fiscal year, and (iii) the repurchase of common stock under certain circumstances. The
agreement also contains a fixed charge coverage ratio covenant in the event excess availability is below a defined
threshold or an event of default has occurred. At July 29, 2017, we were in compliance with all of the debt covenants
of the Revolving Credit Facility agreement and we expect to remain in compliance.

12
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NOTE 4 - EARNINGS PER SHARE

The following tables show the computation of basic and diluted (loss) earnings per common share for each period
presented (in thousands, except per share amounts):

Three Months .

Ended Six Months Ended

July 29, July 30, July 29, July 30,

2017 2016 2017 2016

Basic:

Net (loss) income $(6,258) $ 41  $(25,245) $(15,419)

Less: Allocation of earnings to participating securities (51 ) — (202 ) —

Net (loss) income allocated to common shares (6,309 ) 41 (25,447 ) (15,419 )

Basic weighted average shares outstanding 27,535 27,111 27,401 27,021

Basic (loss) earnings per share $023 )$ — $(0.93 ) $(0.57 )
gl;(rjee;Months Six Months Ended
July 29, July 30, July 29, July 30,
2017 2016 2017 2016

Diluted:

Net (loss) income $(6,258) $ 41  $(25,245) $(15,419)

Less: Allocation of earnings to participating securities (51 ) — (202 ) —

Net (loss) income allocated to common shares (6,309 ) 41 (25,447 ) (15,419 )

Basic weighted average shares outstanding 27,535 27,111 27,401 27,021

Add: Dilutive effect of stock awards — 64 — —

Diluted weighted average shares outstanding 27,535 27,175 27,401 27,021

Diluted (loss) earnings per share $023 )$ — $(0.93 ) $(0.57 )

The number of shares attributable to SARs and non-vested stock grants that would have been considered dilutive
securities, but were excluded from the calculation of diluted loss per common share because the effect was
anti-dilutive were as follows (in thousands):

Three Six Months

Months Ended

Ended

July 28ly 30, July 28ly 30,

20172016 20172016
Number of anti-dilutive shares due to net loss for the period — — — 53
Number of anti-dilutive SARs due to exercise price greater than average market price of our 119 194 138 203
common stock

NOTE 5 - STOCKHOLDERS’ EQUITY

On August 17, 2017, our Board of Directors (“Board”) declared a quarterly cash dividend of $0.05 per share of common
stock, payable on September 13, 2017 to shareholders of record at the close of business on August 29, 2017.

17



13

Edgar Filing: STAGE STORES INC - Form 10-Q

18



Edgar Filing: STAGE STORES INC - Form 10-Q

Table of Contents
NOTE 6 - PENSION PLAN

We sponsor a frozen defined benefit pension plan. The components of net periodic pension cost were as follows (in
thousands):

Three Months Six Months

Ended Ended

July 29July 30, July 29July 30,

2017 2016 2017 2016

Employer service cost $120 $99  $245 $170
Interest cost 363 400 727 798
Expected return on plan assets (412 ) (422 ) (815) (875 )
Net loss amortization 213 295 424 448

Net periodic pension cost $284 $372 $581 $541

Our funding policy is to make contributions to maintain the minimum funding requirements for our pension
obligations in accordance with the Employee Retirement Income Security Act. We may elect to contribute additional
amounts to maintain a level of funding to minimize the Pension Benefit Guaranty Corporation premium costs or to
cover the short-term liquidity needs of the plan in order to maintain current invested positions. We contributed $0.1
million during the six months ended July 29, 2017, and we expect to contribute an additional $0.8 million in 2017.

NOTE 7 - FAIR VALUE MEASUREMENTS

We recognize or disclose the fair value of our financial and non-financial assets and liabilities on a recurring and
non-recurring basis. Fair value is defined as the price that would be received from selling an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. When determining the fair
value measurements for assets and liabilities which are required to be recorded at fair value, we assume the highest
and best use of the asset by market participants in which we would transact and the market-based risk measurements
or assumptions that market participants would use in pricing the asset or liability.

We apply the following fair value hierarchy, which prioritizes the inputs used to measure fair value into three levels,
and base the categorization within the hierarchy upon the lowest level of input that is available and significant to the
fair value measurement:

Level L . . . S

1- Quoted prices in active markets for identical assets or liabilities.

Observable inputs other than quoted prices in active markets for identical assets and liabilities, quoted prices for
identical or similar assets or liabilities in inactive markets, or other inputs that are observable or can be
corroborated by observable market data for substantially the full term of the assets or liabilities.

Level

Level Inputs that are both unobservable and significant to the overall fair value measurement reflect our estimates of
3— assumptions that market participants would use in pricing the asset or liability.
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Financial assets and liabilities measured at fair value on a recurring basis were as follows (in thousands):
July 29, 2017

Quoted
Prices in Significant . ..
. Significant
Active Other Unobservable
Balance Markets for Observable
. Inputs
Identical Inputs (Level 3)
Instruments (Level 2)
(Level 1)
Other assets:
Securities held in granttc))r trust for deferred $19.019 $ 19.019 $ s o
compensation plans @(®)
January 28, 2017
Quoted
Prices in Significant . ..
. Significant
Active Other Unobservable
Balance Markets for Observable
. Inputs
Identical Inputs (Level 3)
Instruments (Level 2)
(Level 1)
Other assets:
Securities held in grantor trust for deferred $18,094 $ 18,094 $ s o

compensation plans @(®)

@ The liability for the amount due to pa