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

Form 10-Q

(Mark One)

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

For the quarterly period ended August 1, 2015

or
TRANSITION 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

Stage Stores, Inc.

(Exact name of registrant as specified in its charter)

NEVADA 91-1826900

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

10201 Main Street, Houston, Texas 77025
(Address of principal executive offices) (Zip Code)

(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 b 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 b No o
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. (Check one):
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Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting company o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No p

As of September 1, 2015, there were 32,017,175 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)
August 1, 2015 January 31, 2015

ASSETS
Cash and cash equivalents $24,193 $17,165
Merchandise inventories, net 490,216 441,452
Prepaid expenses and other current assets 49,869 45,444
Total current assets 564,278 504,061
Property, equipment and leasehold improvements, net of accumulated
depreciation of $618,406 and $581,862, respectively 289,378 285,450
Intangible asset 14,910 14,910
Other non-current assets, net 22,230 20,256
Total assets $890,796 $824,677
LIABILITIES AND STOCKHOLDERS' EQUITY
Accounts payable $167,597 $121,778
Accrued expenses and other current liabilities 71,224 83,004
Total current liabilities 238,821 204,782
Long-term debt obligations 90,349 45,673
Other long-term liabilities 97,941 98,292
Total liabilities 427,111 348,747
Commitments and contingencies
Common stock, par value $0.01, 100,000 shares authorized, 32,012 and

. . 320 316
31,632 shares issued, respectively
Additional paid-in capital 399,093 395,395
Less treasury stock - at cost, O and O shares, respectively (729 ) (600
Accumulated other comprehensive loss (6,634 ) (6,874
Retained earnings 71,635 87,693
Total stockholders' equity 463,685 475,930
Total liabilities and stockholders' equity $890,796 $824,677

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Stage Stores, Inc.
Condensed Consolidated Statements of Operations and Comprehensive Income (Loss)
(in thousands, except per share data)

(Unaudited)
Three Months Ended Six Months Ended
August 1, August 2, August 1, August 2,
2015 2014 2015 2014
Net sales $380,916 $377,446 $750,229 $749,486
C.ost‘ of s‘ales and related buying, occupancy and 282.461 265.106 570,845 559.205
distribution expenses
Gross profit 98,455 112,340 179,384 190,281
Selling, general and administrative expenses 95,137 93,108 189,308 189,162
Store opening costs 75 224 379 1,032
Interest expense 673 755 1,252 1,479
.Income (loss) from continuing operations before 2,570 18,253 (11,555 ) (1392
income tax
Income tax expense (benefit) 955 7,061 (4,533 ) (538
Income (loss) from continuing operations 1,615 11,192 (7,022 ) (854
Loss from discontinued operations, net of tax benefit of o o o (6,748
$4,257 ’
Net income (loss) $1,615 $11,192 $(7,022 ) $(7,602
Other comprehensive income:
Amortization of employee benefit related costs, net of
tax of $79, $38, $147 and $76, respectively $129 $61 240 123
Total other comprehensive income 129 61 240 123
Comprehensive income (loss) $1,744 $11,253 $(6,782 ) $(7,479
Basic earnings (loss) per share data:
Continuing operations $0.05 $0.35 $(0.22 ) $(0.03
Discontinued operations — — — (0.21
Basic earnings (loss) per share $0.05 $0.35 $(0.22 ) $(0.24
Basic weighted average shares outstanding 31,982 31,757 31,866 31,624
Diluted earnings (loss) per share data:
Continuing operations $0.05 $0.35 $(0.22 ) $(0.03
Discontinued operations — — — (0.21
Diluted earnings (loss) per share $0.05 $0.35 $(0.22 ) $(0.24
Diluted weighted average shares outstanding 32,013 31,825 31,866 31,624

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)
Six Months Ended
August 1, 2015 August 2, 2014
Cash flows from operating activities:

Net loss $(7,022 ) $(7,602
Adjustments to reconcile net loss to net cash provided by (used in) operating

activities:

Depreciation, amortization and impairment of long-lived assets 41,338 31,261
Loss on retirements of property, equipment and leasehold improvements 503 655
Deferred income taxes (231 ) (262
Tax benefit from stock-based compensation 601 126
Stock-based compensation expense 5,929 4,436
Amortization of debt issuance costs 109 150
Excess tax benefits from stock-based compensation (944 ) (826
Deferred compensation obligation 129 (112
Amortization of employee benefit related costs 387 199
Construction allowances from landlords 1,616 2,756
Changes in operating assets and liabilities:

Increase in merchandise inventories (48,764 ) (17,058
Increase in other assets (6,529 ) (8,416
Increase (decrease) in accounts payable and other liabilities 25,983 (7,396
Net cash provided by (used in) operating activities 13,105 (2,089

Cash flows from investing activities:

Additions to property, equipment and leasehold improvements (35,572 ) (30,286
Proceeds from disposal of assets 32 1,448
Net cash used in investing activities (35,540 ) (28,838
Cash flows from financing activities:

Proceeds from revolving credit facility borrowings 234,347 227,365
Payments of revolving credit facility borrowings (192,484 ) (179,600
Payments of long-term debt obligations (1,222 ) (1,412
Payments for stock related compensation (3,629 ) (1,989
Proceeds from exercise of stock awards 543 5,040
Excess tax benefits from stock-based compensation 944 826
Cash dividends paid (9,036 ) (7,971
Net cash provided by financing activities 29,463 42,259
Net increase in cash and cash equivalents 7,028 11,332

Cash and cash equivalents:
Beginning of period 17,165 14,762
End of period $24,193 $26,094

Supplemental disclosures including non-cash investing and financing activities:
Interest paid $1,122 $1,380
Income taxes paid $14,838 $6,459

~— N
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Unpaid liabilities for capital expenditures $8,257 $6,355

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

Condensed Consolidated Statement of Stockholders' Equity
For the Six Months Ended August 1, 2015

(in thousands, except per share data)

(Unaudited)
Common Stock Additional Treasury Stock Accumulated ‘
Paidoin Other Retained
Shares Amount . Shares Amount Comprehensive Earnings Total
Capital
Loss
Balance at January 31,
2015 31,632 $316 $395,395 — $(600 ) $(6,874 ) $87,693 $475,930
Net loss — — — — — — (7,022 ) (7,022 )
cher comprehensive o . . . o 240 o 240
income
Dividends on common
stock, $0.28 per share o o o o o o (9,036 ) (9,036 )
Deferred compensation — — 129 — (129 ) — — —
isestuance of equity awards, 330 4 539 . . . o 543
Tax withholdings paid for
net settlement of stock  — — (3,500 ) — — — — (3,500 )
awards
Stock-based - 500  —  — — — 5,929
compensation expense
Tax benefit from
stock-based compensation o 601 o o o o 601
Balance at August 1,201532,012  $320 $399,093 — $(729 ) $(6,634 ) $71,635 $463,685

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)

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 seasonal 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 31, 2015 ("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 "2015" is a reference to the fiscal
year ending January 30, 2016, and "2014" is a reference to the fiscal year ended January 31, 2015. Each of 2015 and
2014 are comprised of 52 weeks.

Recent Accounting Standards. In May 2014, the Financial Accounting Standards Board ("FASB") issued Accounting
Standards Update ("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. ASU 2014-09 allows for either a retrospective or cumulative
effect transition method of adoption and is effective for periods beginning after December 15, 2016. In July 2015, the
FASB issued ASU 2015-14, which defers the effective date of ASU 2014-09 by one year, however, early adoption as
of the original effective date is permitted. We are currently evaluating the impact that the adoption of ASU 2014-09
will have on our consolidated financial statements.

In April 2015, the FASB issued ASU 2015-05, Customer's Accounting for Fees Paid in a Cloud Computing
Arrangement, which provides explicit guidance to help companies evaluate the accounting for fees paid by a customer
in a cloud computing arrangement. The new guidance clarifies that if a cloud computing arrangement includes a
software license, the customer should account for the license consistent with its accounting for other software licenses.
If the arrangement does not include a software license, the customer should account for the arrangement as a service
contract. This new standard is effective for us for fiscal years and interim periods beginning after December 15, 2015.
We are currently evaluating the impact that the adoption of ASU 2015-05 will have on our consolidated financial
statements.

In July 2015, the FASB issued ASU 2015-11, Simplifying the Measurement of Inventory, which changes the
measurement principle for inventory from the lower of cost or market to lower of cost and net realizable value. The
new principle is part of the FASB’s simplification initiative and applies to entities that measure inventory using a
method other than last-in, first-out ("LIFO") or the retail inventory method. The new standard is effective for us for
fiscal years and interim periods beginning after December 15, 2016. We do not expect the adoption of ASU 2015-11
to have a material impact on our consolidated financial statements.
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2. Stock-Based Compensation

The following table summarizes stock-based compensation expense by type of grant for each period presented (in
thousands):

Three Months Ended Six Months Ended

August 1, 2015 August 2, 2014 August 1, 2015 August 2, 2014
S”tock OI‘?UOHS and stock appreciation rights $— $195 $30 $337
("SARs")
Non-vested stock 1,808 1,464 3,414 2,396
Performance shares 1,412 1,151 2,485 1,703
Total compensation expense 3,220 2,810 5,929 4,436
Related tax benefit (1,211 ) (1,057 ) (2,230 ) (1,668 )
Stock-based compensation expense, net of tax $2,009 $1,753 $3,699 $2,768

As of August 1, 2015, we have unrecognized compensation cost of $25.5 million related to stock-based compensation
awards granted. That cost is expected to be recognized over a weighted average period of 2.6 years.

Stock Options and SARs

The following table summarizes stock option and SAR activity for the six months ended August 1, 2015:

Weighted
Number of Weighted Averag§ Aggregate
Shares Average Remaining Intrinsic Value
Exercise Price Contractual (in thousands)
Term (years)
Outstanding at January 31, 2015 418,525 $16.49
Exercised (157,650 ) 15.36
Forfeited (13,725 ) 18.02
g)(;llt;tandmg, vested and exercisable at August 1, 247.150 $17.13 29 $299

The following table summarizes non-vested stock options and SARs activity for the six months ended August 1, 2015:

Weighted
Stock Options/SARs Number of Shares Average Grant
Date Fair Value
Non-vested at January 31, 2015 69,763 $8.69
Vested (69,763 ) 8.69
Non-vested at August 1, 2015 — $—

The aggregate intrinsic value of stock options and SARs exercised during the six months ended August 1, 2015 and
August 2, 2014, was $0.9 million and $3.5 million, respectively.

11
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Non-vested Stock

The following table summarizes non-vested stock activity for the six months ended August 1, 2015:

Weighted
Non-vested Stock Number of Shares Average Grant
Date Fair Value
Outstanding at January 31, 2015 678,604 $21.76
Granted 473,628 20.66
Vested (254,027 ) 20.78
Forfeited (18,933 ) 21.81
Outstanding at August 1, 2015 879,272 $21.45

The aggregate intrinsic value of non-vested stock that vested during the six months ended August 1, 2015 was $5.2
million. 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 was 183,549.

Performance Shares

We grant performance shares as a means of rewarding management for our long-term performance based on
shareholder return performance measures. The actual number of shares that may be issued ranges from zero to a
maximum of twice the number of granted shares outstanding, as reflected in the table below, and is based on our
shareholder return performance relative to a specific group of companies over a three-year performance cycle. If
earned, the performance shares vest following the three-year cycle. Compensation expense, which is recorded ratably
over the vesting period, is based on the fair value at grant date and the anticipated number of shares of our common
stock, which is determined using a Monte Carlo probability model. Grant recipients do not have any shareholder rights
until the granted shares have been issued.

The following table summarizes information about the performance shares that were outstanding at August 1, 2015:

Target Shares Target Shares Weighted
Period get S Target Shares ~ Target Shares  Target Shares get i Average

Outstanding at . Outstanding at .
Granted Granted Vested Forfeited Grant Date Fair

January 31, 2015 August 1, 2015

Value Per Share

2013 118,250 — — — 118,250 $33.81
2014 166,153
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