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UNITED STATES  
SECURITIES AND EXCHANGE COMMISSION  

WASHINGTON, D.C. 20549  
   

FORM 10-Q  
   

   

For the quarterly period ended May 3, 2014  

Or  
   

Commission File Number: 001-36212  
   

VINCE HOLDING CORP.  
(Exact name of registrant as specified in its charter)  

   

   

1441 Broadway—6th Floor  
New York, New York 10018  

(Address of principal executive offices) (Zip code)  

(212) 515-2600  
(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        No   �  

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive 
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period 
that the registrant was required to submit and post such files).    Yes        No   �  

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting 
company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange 
Act.  
   

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes   �     No     
   

         

  

  

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

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

  

  

Delaware   75-3264870 
(State or other jurisdiction of  
incorporation or organization)    

(I.R.S. Employer  
Identification No.)  

  

Large Accelerated Filer   �    Accelerated Filer   � 

Non-Accelerated Filer       Smaller Reporting Company   � 

Common Stock   Outstanding at June 6, 2014 

Common Stock, $0.01 par value per share   36,723,727 shares 
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DISCLOSURES REGARDING FORWARD LOOKING STATEMENTS  

This report on Form 10-Q, and any statements incorporated by reference herein, contains forward-looking statements under the Private 
Securities Litigation Reform Act of 1995. Such statements often include words such as “may,” “will,” “should,” “believe,” “expect,” “seek,” 
“anticipate,” “intend,” “estimate,” “plan,” “target,” “project,” “forecast,” “envision” and other similar phrases. Although we believe the 
assumptions and expectations reflected in these forward-looking statements are reasonable, these assumptions and expectations may not prove to 
be correct and we may not achieve the financial results or benefits anticipated. These forward-looking statements are not guarantees of actual 
results. Our actual results may differ materially from those suggested in the forward-looking statements. These forward-looking statements 
involve a number of risks and uncertainties, some of which are beyond our control, including, without limitation: our ability to remain 
competitive in the areas of merchandise quality, price, breadth of selection, and customer service; our ability to anticipate and/or react to changes 
in customer demand and attract new customers; changes in consumer confidence and spending; our ability to maintain projected profit margins; 
unusual, unpredictable and/or severe weather conditions; the execution and management of our retail store growth, including the availability and 
cost of acceptable real estate locations for new store openings; the execution and management of our international expansion, including our 
ability to promote our brand and merchandise outside the U.S. and find suitable partners in certain geographies, our ability to expand our product 
offerings into new product categories including the ability to find suitable licensing partners; our ability to successfully implement our marketing 
initiatives; our ability to protect our trademarks in the U.S. and internationally; our ability to maintain the security of electronic and other 
confidential information; serious disruptions and catastrophic events; changes in global economies and credit and financial markets; competition; 
our ability to attract and retain key personnel; commodity, raw material and other cost increases; compliance with laws, regulations and orders; 
changes in laws and regulations; outcomes of litigation and proceedings and the availability of insurance, indemnification and other third-party 
coverage of any losses suffered in connection therewith; tax matters and other factors as set forth from time to time in our Securities and 
Exchange Commission filings, including those described in this report on Form 10-Q and our 2013 annual report on Form 10-K filed with the 
Securities and Exchange Commission on April 4, 2014 (our “2013 Annual Report on Form 10-K”) under “Item 1A—Risk Factors.” We intend 
these forward-looking statements to speak only as of the time of this report on Form 10-Q and do not undertake to update or revise them as more 
information becomes available.  
   

3  
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PART I—FINANCIAL INFORMATION  

ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS   

VINCE HOLDING CORP. AND SUBSIDIARIES  

Condensed Consolidated Balance Sheets  
(in thousands, except share and per share data, unaudited)  

   

See notes to unaudited condensed consolidated financial statements.  
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May 3,  
2014     

February 1,  
2014   

Assets       

Current assets:       
Cash and cash equivalents     $ 21,789      $ 21,484    
Trade receivables, net       13,535        40,198    
Inventories, net       31,850        33,956    
Prepaid expenses and other current assets       11,787        8,093    

                     

Total current assets       78,961        103,731    
Property, plant and equipment, net       14,053        13,615    
Intangible assets, net       110,093        110,243    
Goodwill       63,746        63,746    
Deferred income taxes and other assets       121,738        123,007    

                     

Total assets     $ 388,591      $ 414,342    
         

  

        

  

Liabilities and Stockholders’  Equity       

Current liabilities:       
Accounts payable     $ 16,272      $ 23,847    
Accrued salaries and employee benefits       2,534        5,425    
Other accrued expenses       8,957        9,061    

                     

Total current liabilities       27,763        38,333    
Long-term debt       150,000        170,000    
Deferred income taxes and other       6,482        3,443    
Other liabilities       169,015        169,015    

Commitments and contingencies (Note 11)       

Stockholders’  equity:       
Common Stock at $0.01 par value (100,000,000 shares authorized, 36,723,727 shares issued and 

outstanding)       367        367    
Additional paid-in capital       1,008,945        1,008,549    
Accumulated deficit       (973,916 )     (975,300 ) 
Accumulated other comprehensive loss       (65 )     (65 )  

                     

Total stockholders’  equity       35,331        33,551    
                     

Total liabilities and stockholders’  equity     $ 388,591      $ 414,342    
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VINCE HOLDING CORP. AND SUBSIDIARIES  

Condensed Consolidated Statements of Operations  
(in thousands, except share and per share data, unaudited)  

   

See notes to unaudited condensed consolidated financial statements.  
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     Three Months Ended   

     
May 3,  
2014      

May 4,  
2013   

Net sales     $ 53,452       $ 40,363    
Cost of products sold       27,041         22,850    

                      

Gross profit       26,411         17,513    
Selling, general and administrative expenses       21,204         15,613    

                      

Income from operations       5,207         1,900    
Interest expense, net       2,850         10,624    
Other expense, net       50         125    

                      

Income (loss) before income taxes       2,307         (8,849 ) 
Provision for income taxes       923         930    

                      

Net income (loss) from continuing operations       1,384         (9,779 ) 
Net loss from discontinued operations, net of tax       —           (5,330 ) 

                      

Net income (loss)     $ 1,384       $ (15,109 ) 
         

  

         

  

Basic earnings (loss) per share:        
Net income (loss) from continuing operations     $ 0.04       $ (0.37 ) 
Net loss from discontinued operations       —           (0.21 ) 

                      

Net income (loss)     $ 0.04       $ (0.58 ) 
         

  

         

  

Diluted earnings (loss) per share:        
Net income (loss) from continuing operations     $ 0.04       $ (0.37 )  
Net loss from discontinued operations       —           (0.21 )  

                      

Net income (loss)     $ 0.04       $ (0.58 )  
         

  

         

  

Weighted average shares outstanding:        
Basic       36,723,727         26,211,130    
Diluted       38,071,048         26,211,130    
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VINCE HOLDING CORP. AND SUBSIDIARIES  

Condensed Consolidated Statements of Comprehensive Income (Loss)  
(in thousands, unaudited)  

   

See notes to unaudited condensed consolidated financial statements.  
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     Three Months Ended   

     

  May 3,   
 

2014      
  May 4,    

2013   
Net income (loss)     $ 1,384       $ (15,109 ) 
Foreign currency translation adjustment       —           (56 ) 

         
  

         
  

Comprehensive income (loss)     $ 1,384       $ (15,165 ) 
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VINCE HOLDING CORP. AND SUBSIDIARIES  

Condensed Consolidated Statements of Cash Flows  
(in thousands, unaudited)  

   

See notes to unaudited condensed consolidated financial statements.  
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     Three Months Ended   

     
May 3,  
2014     

May 4,  
2013   

Operating activities       
Net income (loss)     $ 1,384      $ (15,109 ) 
Less: Net loss from discontinued operations       —          (5,330 ) 
Add (deduct) items not affecting operating cash flows:       

Depreciation       905        382    
Amortization of intangible assets       150        150    
Amortization of deferred financing costs       265        —      
Amortization of deferred rent       385        78    
Deferred income taxes       908        923    
Share-based compensation expense       396        —      
Capitalized PIK Interest       —          10,624    
Changes in assets and liabilities:       

Receivables, net       26,663        17,556    
Inventories, net       2,106        (1,216 ) 
Prepaid expenses and other current assets       (1,100 )     (3,727 ) 
Accounts payable and accrued expenses       (10,364 )     (12,108 ) 
Other assets and liabilities       59        9    

                     

Net cash provided by operating activities—continuing operations       21,757        2,892    
Net cash used in operating activities—discontinued operations       —          (11,902 ) 

                     

Net cash provided by (used in) operating activities       21,757        (9,010 ) 
         

  
        

  

Investing activities       
Payments for capital expenditures       (1,338 )     (942 )  

                     

Net cash used in investing activities—continuing operations       (1,338 )     (942 )  
Net cash provided by investing activities—discontinued operations       —          4,998    

                     

Net cash (used in)/provided by investing activities       (1,338 )     4,056    
                     

Financing activities       
Payment for Term Loan Facility       (20,000 )     —      
Fees paid for Term Loan Facility and Revolving Credit Facility       (114 )     —      

                     

Net cash used in financing activities—continuing operations       (20,114 )     —      
Net cash provided by financing activities—discontinued operations       —          4,004    

                     

Net cash (used in)/provided by financing activities       (20,114 )     4,004    
         

  
        

  

Increase (decrease) cash and cash equivalents       305        (950 ) 
Cash and cash equivalents, beginning of period       21,484        1,881    

                     

Cash and cash equivalents, end of period       21,789       931    
Less cash and cash equivalents of discontinued operations, end of period       —          (671 ) 

                     

Cash and cash equivalents of continuing operations, end of period     $ 21,789      $ 260    
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VINCE HOLDING CORP. AND SUBSIDIARIES  

Condensed Consolidated Statements of Cash Flows  
(in thousands, unaudited)  

   

See notes to unaudited condensed consolidated financial statements.  
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     Three Months Ended   

     

    May 3,     
 

2014      

    May 4,     
 

2013   
Supplemental Disclosures of Cash Flow Information, continuing operations        
Cash payments for interest     $ 2,571       $ —      
Cash payments for income taxes, net of refunds       52         5    
Supplemental Disclosures of Cash Flow Information, discontinued operations        
Cash payments for interest       —           5,879    
Cash payments for income taxes, net of refunds       —           7    
Supplemental Disclosures of Non-Cash Investing and Financing Activities, continuing operations        
Capital expenditures in accounts payable       16         274    
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VINCE HOLDING CORP. AND SUBSIDIARIES  

Notes to the Unaudited Condensed Consolidated Financial Statements  
(in thousands except share and per share data)  

Note 1. Description of Business and Basis of Presentation  

On November 27, 2013, Vince Holding Corp. (“VHC”), previously known as Apparel Holding Corp., closed an initial public offering of its 
common stock and completed a series of restructuring transactions through which (i) Kellwood Holding, LLC acquired the non-Vince 
businesses, which include Kellwood Company, LLC, from the Company and (ii) the Company continues to own and operate the Vince business, 
which includes Vince, LLC.  

The historical financial information presented herein as of May 3, 2014 includes only the Vince business and all historical financial 
information prior to November 27, 2013 includes the Vince business as continuing operations and the non-Vince businesses as a component of 
discontinued operations.  

(A) Description of Business: Vince is a leading contemporary fashion brand known for modern, effortless style and everyday luxury 
essentials. We reach our customers through a variety of channels, specifically through premier wholesale department stores and specialty stores 
in the United States (“U.S.”) and select international markets, as well as through our branded retail locations and our website. We design our 
products in the U.S. and source the vast majority of our products from contract manufacturers outside the U.S., primarily in Asia and South 
America. Products are manufactured to meet our product specifications and labor standards.  

(B) Basis of Presentation : The accompanying condensed consolidated financial statements have been prepared in conformity with 
accounting principles generally accepted in the United States of America (“GAAP”) and the rules and regulations of the U.S. Securities and 
Exchange Commission (“SEC”). Certain information and footnote disclosures normally included in financial statements prepared in accordance 
with GAAP have been condensed or omitted. Therefore, these financial statements should be read in conjunction with VHC’s audited financial 
statements for the fiscal year ended February 1, 2014, as set forth in the 2013 Annual Report on Form 10-K.  

The condensed consolidated financial statements include our accounts and the accounts of our wholly-owned subsidiaries as of May 3, 
2014. All intercompany accounts and transactions have been eliminated. The amounts and disclosures included in the notes to the condensed 
consolidated financial statements, unless otherwise indicated, are presented on a continuing operations basis. In the opinion of management, the 
financial statements contain all adjustments (consisting solely of normal recurring adjustments) and disclosures necessary to make the 
information presented therein not misleading. The results of operations for these periods are not necessarily comparable to, or indicative of, 
results of any other interim period or the fiscal year as a whole. As used in this report, unless the context requires otherwise, “our,” “us,” “we” 
and the “Company” refer to VHC and its consolidated subsidiaries.  

Certain reclassifications have been made to the prior periods’ financial information in order to conform to the current period’s presentation. 

Note 2. The IPO and Restructuring Transactions  

Initial Public Offering  

On November 27, 2013, VHC completed an initial public offering (the “IPO”) of 10,000,000 shares of VHC common stock at a public 
offering price of $20.00 per share. The selling stockholders in the offering sold an additional 1,500,000 shares of VHC common stock to the 
underwriters in the initial public offering. Shares of the Company’s common stock are listed on the New York Stock Exchange under the ticker 
symbol “VNCE”. VHC received net proceeds of $177,000, after deducting underwriting discounts, commissions and estimated  
   

9  
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offering expenses from its sale of shares in the initial public offering. The Company retained approximately $5,000 of such proceeds for general 
corporate purposes and used the remaining net proceeds, together with net borrowings under our new term loan facility to repay a promissory 
note (the “Kellwood Note Receivable”) issued to Kellwood Company, LLC in connection with the restructuring transactions which occurred 
immediately prior to the consummation of the IPO (the “Restructuring Transactions”). Proceeds from the repayment of the Kellwood Note 
Receivable were used to repay or discharge certain existing debt of Kellwood Company.  

In connection with the IPO noted above and the Restructuring Transactions described below, we separated the Vince and non-Vince 
businesses on November 27, 2013. Any and all Kellwood debt obligations outstanding at the time of the transactions either remain with 
Kellwood Intermediate Holding, LLC and its subsidiaries (i.e. the non-Vince businesses) and/or were discharged, repurchased or refinanced. See 
information below for a summary of the Company’s new revolving credit facility and term loan facility.  

Stock split  

In connection with the IPO, VHC’s board of directors approved the conversion of all non-voting common stock into voting common stock 
on a one-for-one basis, and a 28.5177-for-one split of its common stock. Accordingly, all references to share and per share information in all 
periods presented have been adjusted to reflect the stock split. The par value per share of common stock was changed to $0.01 per share.  

Restructuring Transactions  

The following transactions were consummated as part of the Restructuring Transactions:  
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  •   Affiliates of Sun Capital Partners, Inc. (“Sun Capital”) contributed certain indebtedness under the Sun Term Loan Agreements as a 
capital contribution to Vince Holding Corp. (the “Additional Sun Capital Contribution” ); 

  •   Vince Holding Corp. contributed such indebtedness to Kellwood Company as a capital contribution, at which time such indebtedness 
was cancelled; 

  •   Vince Intermediate Holding, LLC was formed and became a direct subsidiary of Vince Holding Corp.; 

  •   Kellwood Company, LLC (which was converted from Kellwood Company in connection with the Restructuring Transactions) was 
contributed to Vince Intermediate Holding, LLC; 

  •   Vince Holding Corp. and Vince Intermediate Holding, LLC entered into the transfer agreement with Kellwood Company, LLC; 

  
•   Kellwood Company, LLC distributed 100% of Vince, LLC’s membership interests to Vince Intermediate Holding, LLC, who issued 

the Kellwood Note Receivable to Kellwood Company, LLC. Proceeds from the repayment of the Kellwood Note Receivable were 
used to, among other things, repay, discharge or repurchase indebtedness of Kellwood Company, LLC; 

  
•   Kellwood Holding, LLC was formed by Vince Intermediate Holding, LLC and Vince Intermediate Holding, LLC, through a series of 

steps, contributed 100% of the membership interests of Kellwood Company, LLC to Kellwood Intermediate Holding, LLC (which 
was formed as a wholly-owned subsidiary of Kellwood Holding, LLC); 

  •   100% of the membership interests of Kellwood Holding, LLC were distributed to the Pre-IPO Stockholders (as defined below); 

  
•   Revolving Credit Facility—Vince, LLC entered into a new senior secured revolving credit facility (the “Revolving Credit Facility”). 

Bank of America, N.A. (“BofA”) serves as administrative agent under the Revolving Credit Facility. This Revolving Credit Facility 
provides for a revolving line of credit of up to $50,000; 
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As a result of the IPO and Restructuring Transactions, the non-Vince businesses were separated from the Vince business, and the Pre-IPO 
Stockholders (through their ownership of Kellwood Holding, LLC) retained the full ownership and control of the non-Vince businesses. The 
Vince business is now the sole operating business of Vince Holding Corp., with the Pre-IPO stockholders retaining approximately a 68% 
ownership (calculated immediately after consummation of the IPO).  

Immediately after the consummation of the IPO and as described below, Vince Holding Corp. contributed the net proceeds from the IPO to 
Vince Intermediate Holding, LLC. Vince Intermediate Holding, LLC used such proceeds, less approximately $5,000 retained for general 
corporate purposes, and approximately $169,500 of net borrowings under its Term Loan Facility to immediately repay the Kellwood Note 
Receivable. There was no outstanding balance on the Kellwood Note Receivable after giving effect to such repayment. Proceeds from the 
repayment of the Kellwood Note Receivable were used to (i) repay, discharge or repurchase indebtedness of Kellwood Company, LLC in 
connection with the closing of the IPO (including approximately $9,100 of accrued and unpaid interest on such indebtedness), and (ii) pay 
(A) the restructuring fee payable to Sun Capital Management and (B) the debt recovery bonus payable to our Chief Executive Officer, all after 
giving effect to the Additional Sun Capital Contribution. The Kellwood Note Receivable did not include amounts outstanding under Kellwood’s 
revolving credit facility, which was refinanced in connection with consummation of the IPO. Kellwood Company, LLC refinanced the Wells 
Fargo Facility in connection with the consummation of the IPO. Neither Vince Holding Corp. nor Vince, LLC guarantee or are a borrower party 
to the refinanced credit facility.  

Kellwood Company, LLC used the proceeds from the repayment of the Kellwood Note Receivable to, after giving effect to the Additional 
Sun Capital Contribution, (i) repay, at closing, all indebtedness outstanding under (A) the Cerberus Term Loan and (B) the Sun Term Loan 
Agreements, (ii) redeem at par all of the 12.875% Notes, pursuant to an unconditional redemption notice issued at the closing of the IPO, plus, 
with respect to clauses (i) and (ii), fees, expenses and accrued and unpaid interest thereon, (iii) pay a restructuring fee equal to $3,300 to Sun 
Capital Partners Management pursuant to a management services agreement, and (iv) pay a debt recovery bonus to our Chief Executive Officer.  

In addition, Kellwood Company conducted a tender offer for all of its outstanding 7.625% Notes, at par plus accrued and unpaid interest 
thereon, using proceeds from the repayment of the Kellwood Note Receivable. On  
   

11  

  
•   Term Loan Facility—Vince, LLC and Vince Intermediate Holding, LLC entered into a new $175,000 senior secured term loan credit 

facility with the lenders party thereto, BofA, as administrative agent, J.P. Morgan Chase Bank and Merrill Lynch, Pierce, Fenner & 
Smith Incorporated, as joint lead arrangers; 

  

•   Shared Services Agreement—Vince, LLC entered into a shared services agreement (the “Shared Services Agreement”) with 
Kellwood Company, LLC pursuant to which Kellwood Company, LLC provides support services to Vince, LLC in various 
operational areas including, among other things, distribution, logistics, information technology, accounts payable, credit and 
collections, and payroll and benefits; 

  

•   Tax Receivable Agreement—The Company entered into a tax receivable agreement (the “Tax Receivable Agreement”) with its 
stockholders immediately prior to the consummation of the Restructuring Transactions (the “Pre-IPO Stockholders”). The Tax 
Receivable Agreement provides for payments to the Pre-IPO Stockholders in an amount equal to 85% of the aggregate reduction in 
taxes payable realized by the Company and its subsidiaries from the utilization of certain tax benefits (including net operating losses 
and tax credits generated prior to the IPO and certain section 197 intangible deductions); and 

  
•   the conversion of all of our issued and outstanding non-voting common stock into common stock on a one-for-one basis and the 

subsequent stock split of our common stock on a 28.5177-for-one basis, at which time Apparel Holding Corp. became Vince Holding 
Corp. 
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November 27, 2013, in connection with the closing of the IPO and as an early settlement of the tender offer, Kellwood Company, LLC accepted 
for purchase (and cancelled) approximately $33,474 in aggregate principal amount of the 7.625% Notes. On December 12, 2013, as part of the 
final settlement of the tender offer, Kellwood Company, LLC accepted for purchase (and cancelled) an additional $4,670 in aggregate principal 
amount of the 7.625% Notes. After giving effect to these settlements, approximately $48,808 of the 7.625% Notes remain issued and 
outstanding; provided, that neither VHC, nor Vince Intermediate Holding, LLC nor Vince, LLC are a guarantor or obligor of such notes.  

After completion of these various transactions (including the Additional Sun Capital Contribution) and payments and application of the net 
proceeds from the repayment of the Kellwood Note Receivable, Vince, LLC’s obligations under the Wells Fargo Facility, the Cerberus Term 
Loan, the Sun Term Loan Agreements and the 12.875% Notes were terminated or discharged. Neither VHC, nor Vince Intermediate Holding, 
LLC nor Vince, LLC is a guarantor or obligor of the 7.625% Notes or the refinanced Wells Fargo Facility. Thereafter, VHC is not responsible 
for the obligations described above and the only outstanding obligations of Vince Holding Corp. and its subsidiaries immediately after the 
consummation of the IPO is $175,000 outstanding under our new Term Loan Facility.  

Note 3. Discontinued Operations  

On November 27, 2013, in connection with the IPO and Restructuring Transactions, we separated the Vince and non-Vince businesses 
whereby the non-Vince business is now owned by Kellwood Holding, LLC, of which 100% of the membership interests are owned by the Pre-
IPO Stockholders. In connection with the Restructuring Transactions, the Company issued the Kellwood Note Receivable to Kellwood 
Company, LLC, in the amount of $341,500, which was immediately repaid with proceeds from the IPO and new term loan facility. There was no 
remaining balance on the Kellwood Note Receivable after such repayment. Proceeds from the repayment of the Kellwood Note Receivable were 
used by Kellwood to (i) repay, discharge or repurchase indebtedness of Kellwood Company, LLC (including approximately $9,100 of accrued 
and unpaid interest on such indebtedness), and (ii) pay (A) the restructuring fee payable to Sun Capital Management and (B) the debt recovery 
bonus payable to our Chief Executive Officer.  

As the Company and Kellwood Holding, LLC were under the common control of affiliates of Sun Capital, this separation transaction 
resulted in a $73,081 adjustment to additional paid-in capital on our Condensed Consolidated Balance Sheet at February 1, 2014.  

As a result of the separation with the non-Vince businesses, the financial results of the non-Vince businesses through the separation date of 
November 27, 2013, are now included in results from discontinued operations, including the three months ended May 4, 2013. The non-Vince 
businesses continue to operate as a stand-alone company. Due to differences in the basis of presentation for discontinued operations and the basis 
of presentation as a stand-alone company, the financial results of the non-Vince businesses included within discontinued operations of the 
Company may not be indicative of actual financial results of the non-Vince businesses as a stand-alone company.  

On November 27, 2013, we entered into a Shared Services Agreement with Kellwood pursuant to which Kellwood provides support 
services in various operational areas as further discussed in Note 13. Other than the payments for services provided under this agreement, we do 
not expect any future cash flows related to the non-Vince business.  
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The separation of the non-Vince businesses was completed on November 27, 2013. Accordingly, there are no results from discontinued 
operations reflected on the Condensed Consolidated Statement of Operations for the three months ended May 3, 2014. The results of the non-
Vince businesses included in discontinued operations for the three months ended May 4, 2013 are summarized in the following table (in 
thousands).  
   

The effective tax rate for the three months ended May 4, 2013 differs from the U.S. statutory rate of 35% primarily due to a release of 
valuation allowance. The release in valuation allowance is primarily due to the allocation of the disallowed tax loss on the sale of the Baby Phat 
trademark to intangible assets with indefinite lives resulting in fewer deferred tax liabilities that cannot be offset against deferred tax assets for 
valuation allowance purposes.  

At May 3, 2014 and February 1, 2014, there are no remaining assets or liabilities of the non-Vince businesses reflected in the Condensed 
Consolidated Balance Sheet.  

Note 4. Goodwill and Intangible Assets  

Goodwill balances and changes therein subsequent to the February 1, 2014 Condensed Consolidated Balance Sheet are as follows (in 
thousands):  
   

Identifiable intangible assets summary (in thousands):  
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Three months 
 

ended May 4, 
 

2013   
Net sales     $ 130,714    
Cost of products sold       102,548    

           

Gross profit       28,166    
Selling, general and administrative expenses       31,156    
Restructuring, environmental and other charges       844    
Interest expense, net       13,679    
Other expense (income), net       (693 )  

           

Loss before income taxes       (16,820 ) 
Income taxes       (11,490 ) 

         
  

Net loss from discontinued operations, net of tax     $ (5,330 ) 
         

  

Effective tax rate       68.3 % 

     Gross Goodwill      

Accumulated 
 

Impairment     Net Goodwill   
Balance as of February 1, 2014     $ 110,688       $ (46,942 )   $ 63,746    

         

  

         

  

        

  

Balance as of May 3, 2014     $ 110,688       $ (46,942 )   $ 63,746    
         

  

         

  

        

  

     Gross Amount      

Accumulated 
 

Amortization     
Net Book  

Value   
Balance as of February 1, 2014          
Amortizable intangible assets:          

Customer relationships     $ 11,970       $ (3,577 )   $ 8,393    
Indefinite-lived intangible assets:          

Trademark       101,850         —         101,850    
                                

Total intangible assets     $ 113,820       $ (3,577 )   $ 110,243    
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Amortization of identifiable intangible assets for continuing operations was $150 for three months ended May 3, 2014 and May 4, 2013. 
The estimated amortization expense for identifiable intangible assets is expected to be $598 for each fiscal year for the next five fiscal years.  

Note 5. Fair Value  

Accounting Standards Codification (“ASC”) Subtopic 820-10 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. This guidance outlines a valuation 
framework, creates a fair value hierarchy to increase the consistency and comparability of fair value measurements, and details the disclosures 
that are required for items measured at fair value. Financial assets and liabilities are to be measured using inputs from three levels of the fair 
value hierarchy as follows:  
   

The Company did not have any non-financial assets or non-financial liabilities recognized at fair value on a recurring basis at May 3, 2014 
or February 1, 2014. At May 3, 2014 and February 1, 2014, the Company believes that the carrying value of cash and cash equivalents, 
receivables and accounts payable approximates fair value, due to the short maturity of these instruments. As the Company’s debt obligation as of 
May 3, 2014 are at variable rates, there is no significant difference between the fair value and carrying value of the Company’s outstanding debt. 

The Company’s non-financial assets, which primarily consist of goodwill, intangible assets, and property and equipment, are not required 
to be measured at fair value on a recurring basis and are reported at their carrying value. However, on a periodic basis whenever events or 
changes in circumstances indicate that their carrying value may not be fully recoverable (and at least annually for goodwill and intangible 
assets), non-financial assets are assessed for impairment, if applicable, written down to (and recorded at) fair value.  

Note 6. Financing Arrangements  

Revolving Credit Facility  

On November 27, 2013, Vince, LLC entered into the Revolving Credit Facility in connection with the closing of the IPO and Restructuring 
Transactions. BofA serves as administrative agent for this new facility. The Revolving Credit Facility provides for a revolving line of credit of 
up to $50,000 and matures on November 27, 2018. The Revolving Credit Facility also provides for a letter of credit sublimit of $25,000 (plus 
any increase in aggregate commitments) and for an increase in aggregate commitments of up to $20,000. Vince, LLC is the borrower and VHC 
and Vince Intermediate Holding, LLC (“Vince Intermediate”) are the guarantors under the  
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     Gross Amount      

Accumulated 
 

Amortization     
Net Book  

Value   
Balance as of May 3, 2014:          
Amortizable intangible assets:          

Customer relationships     $ 11,970       $ (3,727 )   $ 8,243    
Indefinite-lived intangible assets:          

Trademark       101,850         —         101,850    
         

  
         

  
        

  

Total intangible assets     $ 113,820       $ (3,727 )   $ 110,093    
         

  

         

  

        

  

Level 1—    quoted market prices in active markets for identical assets or liabilities 

Level 2—  

  

observable market-based inputs (quoted prices for similar assets and liabilities in active markets and quoted prices for 
identical or similar assets or liabilities in markets that are not active) or inputs that are corroborated by observable 
market data 

Level 3—    significant unobservable inputs that reflect our assumptions and are not substantially supported by market data 
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new revolving credit facility. Interest is payable on the loans under the Revolving Credit Facility, at either the LIBOR or the Base Rate, in each 
case, with applicable margins subject to a pricing grid based on an excess availability calculation. The “Base Rate” means, for any day, a 
fluctuating rate per annum equal to the highest of (i) the rate of interest in effect for such day as publicly announced from time to time by BofA 
as its prime rate; (ii) the Federal Funds Rate for such day, plus 0.50%; and (iii) the LIBOR Rate for a one month interest period as determined on 
such day, plus 1.0%. During the continuance of an event of default and at the election of the required lender, interest will accrue at a rate of 2% 
in excess of the applicable non-default rate.  

The Revolving Credit Facility contains a requirement that, at any point when “Excess Availability” is less than the greater of (i) 15% 
percent of the loan cap or (ii) $7,500, and continuing until Excess Availability exceeds the greater of such amounts for 30 consecutive days, 
during which time, Vince must maintain a consolidated EBITDA (as defined in the Revolving Credit Facility) equal to or greater than $20,000.  

The Revolving Credit Facility contains representations and warranties, other covenants and events of default that are customary for this 
type of financing, including limitations on the incurrence of additional indebtedness, liens, negative pledges, guarantees, investments, loans, 
asset sales, mergers, acquisitions, prepayment of other debt, the repurchase of capital stock, transactions with affiliates, and the ability to change 
the nature of its business or its fiscal year. The Revolving Credit Facility generally permits dividends in the absence of any event of default 
(including any event of default arising from the contemplated dividend), so long as (i) after giving pro forma effect to the contemplated dividend, 
for the following six months Excess Availability will be at least the greater of 20% of the aggregate lending commitments and $7,500 and 
(ii) after giving pro forma effect to the contemplated dividend, the “Consolidated Fixed Charge Coverage Ratio” for the 12 months preceding 
such dividend shall be greater than or equal to 1.1 to 1.0 (provided that the Consolidated Fixed Charge Coverage Ratio may be less than 1.1 to 
1.0 if, after giving pro forma effect to the contemplated dividend, Excess Availability for the six fiscal months following the dividend is at least 
the greater of 35% of the aggregate lending commitments and $10,000).  

As of May 3, 2014, the availability on the Revolving Credit Facility was $45,800 and there were $5,500 of letters of credit outstanding. No 
borrowings have been made to date.  

Note 7. Long-Term Debt  

Long-term debt consisted of the following as of May 3, 2014 and February 1, 2014 (in thousands).  
   

Term Loan Facility  

On November 27, 2013, in connection with the closing of the IPO and Restructuring Transactions, Vince, LLC and Vince Intermediate 
entered into the $175,000 Term Loan Facility with the lenders party thereto, BofA, as administrative agent, JPMorgan Chase Bank and Merrill 
Lynch, Pierce, Fenner & Smith Incorporated, as joint lead arrangers, and Cantor Fitzgerald as documentation agent. The Term Loan Facility will 
mature on November 27, 2019. On November 27, 2013, net proceeds from the Term Loan Facility were used, at closing, to repay the Kellwood 
Note Receivable.  

The Term Loan Facility also provides for an incremental facility of up to the greater of $50,000 and an amount that would result in the 
consolidated net total secured leverage ratio not exceeding 3.00 to 1.00, in addition to certain other rights to refinance or repurchase portions of 
the term loan. The Term Loan Facility is subject to quarterly amortization of principal equal to 0.25% of the original aggregate principal amount 
of the  
   

15  

     
May 3,  
2014      

February 1, 
 

2014   
Term Loan Facility     $ 150,000       $ 170,000    

                      

Total long-term debt     $ 150,000       $ 170,000    
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Term Loan Facility, with the balance payable at final maturity. Interest is payable on loans under the term loan facility at a rate of either (i) the 
Eurodollar rate (subject to a 1.00% floor) plus 5.00% or (ii) the base rate (subject to a 2.00% floor) plus 3.00%. During the continuance of a 
payment or bankruptcy event of default, interest will accrue (i) on the overdue principal amount of any loan at a rate of 2% in excess of the rate 
otherwise applicable to such loan and (ii) on any overdue interest or any other outstanding overdue amount at a rate of 2% in excess of the 
nondefault interest rate then applicable to base rate loans.  

The Term Loan Facility contains a requirement that Vince, LLC and Vince Intermediate maintain a “Consolidated Net Total Leverage 
Ratio” as of the last day of any period of four fiscal quarters not to exceed 3.75 to 1.00 for the fiscal quarters ending February 1, 2014 through 
November 1, 2014, 3.50 to 1.0 for the fiscal quarters ending January 31, 2015 through October 31, 2015, and 3.25 to 1.00 for the fiscal quarter 
ending January 30, 2016 and each fiscal quarter thereafter. In addition, the Term Loan Facility contains customary representations and 
warranties, other covenants, and events of default, including but not limited to, limitations on the incurrence of additional indebtedness, liens, 
negative pledges, guarantees, investments, loans, asset sales, mergers, acquisitions, prepayment of other debt, the repurchase of capital stock, 
transactions with affiliates, and the ability to change the nature of its business or its fiscal year, and distributions and dividends. The Term Loan 
Facility generally permits dividends to the extent that no default or event of default is continuing or would result from the contemplated dividend 
and the pro forma Consolidated Net Total Leverage Ratio after giving effect to such contemplated dividend is at least 0.25 lower than the 
maximum Consolidated Net Total Leverage Ratio for such quarter. All obligations under the Term Loan Facility are guaranteed by VHC and 
any future material domestic restricted subsidiaries of Vince, LLC and secured by a lien on substantially all of the assets of VHC, Vince, LLC 
and Vince Intermediate and any future material domestic restricted subsidiaries.  

The Company made voluntary pre-payments of $5,000 in January 2014 and $20,000 during the quarter ended May 3, 2014 on the Term 
Loan Facility. As of May 3, 2014 the Company had $150,000 of debt outstanding.  

Note 8. Inventory  

Inventories of continuing operations consist of the following (in thousands):  
   

Note 9. Share-Based Compensation  

Vince Holding Corp.  

For the financial periods presented herein through November 27, 2013, Vince Holding Corp. did not have convertible equity or convertible 
debt securities, any of which could result in share-based compensation expense. In connection with the IPO, which closed on November 27, 
2013, and the separation of the Vince and non-Vince businesses, VHC assumed Kellwood Company’s remaining obligations under the 2010 
Stock Option Plan of Kellwood Company (the “2010 Option Plan”) and all Kellwood Company stock options previously issued to Vince 
employees under such plan became options to acquire shares of VHC common stock. Additionally, VHC assumed Kellwood Company’s 
obligations with respect to the vested Kellwood Company stock options previously issued to Kellwood Company employees, which options 
were cancelled in exchange for shares of VHC common stock. Accordingly, option information presented below for previously issued Kellwood 
Company stock options under the 2010 Option Plan has been adjusted to account for the split of the Company’s common stock and applicable 
conversion to options to acquire shares of Vince Holding Corp. common stock.  
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May 3,  
2014      

February 1, 
 

2014   
Finished goods     $ 31,850       $ 32,946    
Work in process       —           98    
Raw materials       —           912    

                      

Total inventories, net     $ 31,850       $ 33,956    
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Employee Stock Plans  

2010 Option Plan  

Kellwood Company had convertible equity securities that result in recognition of share-based compensation expense. On June 30, 2010, 
the board of directors approved the 2010 Option Plan. On November 21, 2013 and as discussed above, VHC assumed Kellwood Company’s 
remaining obligations under the 2010 Option Plan; provided, that none of the issued and outstanding options (after giving effect to such 
assumption and the stock split effected as part of the Restructuring Transactions) were exercisable until the consummation of the IPO. 
Additionally, prior to the consummation of the IPO and after giving effect to the assumption described in this paragraph, VHC and the Vince 
employees to whom options had been previously granted under the 2010 Option Plan, amended the related grant agreements to eliminate, 
effective as of the consummation of the IPO, restrictions on the exercisability of the subject employees vested options.  

Prior to the IPO, the 2010 Option Plan, as amended, provided for the grant of options to acquire up to 2,752,155 shares of Kellwood 
Company common stock. We will not grant any future awards under the 2010 Option Plan. Future awards shall be granted under the Vince 2013 
Incentive Plan.  

Vince 2013 Incentive Plan  

In connection with the IPO, the Company adopted the Vince 2013 Incentive Plan (the “Vince 2013 Incentive Plan”), which provides for 
grants of stock options, stock appreciation rights, restricted stock and other stock-based awards. The aggregate number of shares of common 
stock which may be issued or used for reference purposes under the Vince 2013 Incentive Plan or with respect to which awards may be granted 
may not exceed 3,400,000 shares. The shares available for issuance under the plan may be, in whole or in part, either authorized and unissued 
shares of our common stock or shares of common stock held in or acquired for our treasury. In general, if awards under the Vince 2013 Incentive 
Plan are for any reason cancelled, or expire or terminate unexercised, the shares covered by such award may again be available for the grant of 
awards under the Vince 2013 Incentive Plan. As of May 3, 2014, there were 3,039,200 shares under the Vince 2013 Incentive Plan available for 
future grants.  

A summary of stock option activity is as follows:  
   

The Company has also issued restricted stock units to its non-employee directors and directors not affiliated with Sun Capital under the 
Vince 2013 Incentive Plan. During the three months ended May 3, 2014, the Company granted 2,966 restricted stock units, resulting in 10,466 
nonvested restricted stock units outstanding at May 3, 2014.  

Share-based compensation expense which is reflected in selling, general and administrative expenses was $396 for the three months ended 
May 3, 2014.  
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     Options     

Weighted  
Average  

Exercise Price      

Weighted Average 
 

Remaining  
Contractual  
Term (years)   

Outstanding at February 1, 2014       2,289,530      $ 8.26         8.8    
Granted       —        $ —         
Exercised       —        $ —         
Forfeited or expired       (6,123 )   $ 20.00       

                

Outstanding at May 3, 2014       2,283,407      $ 8.23         8.6    
         

  

     

Vested or expected to vest at May 3, 2014       2,277,410      $ 8.23       
                

Exercisable at May 3, 2014       318,464      $ 5.89       
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Note 10. Earnings Per Share  

All share information presented below and herein has been adjusted to reflect the stock split approved by VHC’s board of directors as of 
November 27, 2013. The three months ended May 3, 2014 includes the impact of 10,000,000 shares issued by the Company on November 21, 
2013. As the quarter ended May 4, 2013 included a net loss, there were no dilutive securities as the impact would have been anti-dilutive.  

The following is a reconciliation of basic shares to diluted shares:  
   

Note 11. Commitments and Contingencies  

We are currently party to various legal proceedings. While management currently believes that the ultimate outcome of these proceedings, 
individually and in the aggregate, will not have a material adverse impact on our financial position or results of operations or cash flows, 
litigation is subject to inherent uncertainties.  

Note 12. Segment Financial Information  

We operate and manage our business by distribution channel and have identified two reportable segments, as further described below. We 
considered both similar and dissimilar economic characteristics, internal reporting and management structures, as well as products, customers, 
and supply chain logistics to identify the following reportable segments:  
   

   

The accounting policies of our segments are consistent with those described in Note 1 to the audited Consolidated Financial Statements of 
Vince Holding Corp. for the year ended February 1, 2014 included in the 2013 Annual Report on Form 10-K filed with the SEC on April 4, 
2014. Unallocated corporate expenses are comprised of selling, general, and administrative expenses attributable to corporate and administrative 
activities, and other charges that are not directly attributable to our operating segments. Unallocated corporate assets are comprised of capitalized 
deferred financing costs, the carrying values of our goodwill and unamortized trademark, debt and deferred tax assets, and other assets that will 
be utilized to generate revenue for both of our reportable segments.  

Our wholesale segment sells apparel to our direct-to-consumer segment at cost. The wholesale intercompany sales of $2,030 and $2,426 
have been excluded from the net sales totals presented below for the three months ended May 3, 2014 and May 4, 2013, respectively. 
Furthermore, as intercompany sales are sold at cost, no intercompany profit is reflected in operating income presented below.  
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     Three Months Ended   

     
May 3,  
2014      

May 4,  
2013   

Weighted-average shares—basic       36,723,727         26,211,130    
Effect of dilutive equity securities       1,347,321         —      

                      

Weighted-average shares—diluted       38,071,048         26,211,130    
         

  

         

  

  •   Wholesale segment—consists of our operations to distribute products to premier department stores and specialty stores in the United 
States and select international markets. 

  •   Direct-to-consumer segment—consists of our operations to distribute products directly to the consumer through our branded full-
price specialty retail stores, outlet stores, and e-commerce platform. 
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Summary information for our operating segments is presented below (in thousands).  
   

Note 13. Related Party Transactions  

Shared Services Agreement  

On November 27, 2013, Vince, LLC entered into the Shared Services Agreement pursuant to which Kellwood Company, LLC provides 
support services in various operational areas including, among other things, e-commerce operations, distribution, logistics, information 
technology, accounts payable, credit and collections and payroll and benefits.  

We are invoiced by Kellwood monthly for these amounts and generally are required to pay within 15 business days of receiving such 
invoice. The payments will be trued-up and can be disputed once each fiscal quarter. As of May 3, 2014, we have recorded $1,240 in other 
accrued expenses to recognize amounts payable to Kellwood under the Shared Services Agreement.  

Tax Receivable Agreement  

Vince Holding Corp. entered into a Tax Receivable Agreement with the Pre-IPO Stockholders on November 27, 2013. We and our former 
subsidiaries have generated certain tax benefits (including NOLs and tax credits) prior to the restructuring transactions consummated in 
connection with our initial public offering and will generate certain section 197 intangible deductions (the “Pre-IPO Tax Benefits”), which 
would reduce the actual liability for taxes that we might otherwise be required to pay. The Tax Receivable Agreement provides for  
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     Three months ended   

     
May 3,  
2014     

May 4,  
2013   

Net Sales     
Wholesale     $ 37,322      $ 28,971    
Direct-to-consumer       16,130        11,392    

                     

Total net sales     $ 53,452      $ 40,363    
         

  

        

  

Operating Income     
Wholesale     $ 13,078      $ 7,448    
Direct-to-consumer       2,477        2,035    

                     

Subtotal       15,555        9,483    
Unallocated expenses       (10,348 )     (7,583 ) 

                     

Total operating income     $ 5,207      $ 1,900    
         

  

        

  

Capital Expenditures     
Wholesale     $ 90      $ 125    
Direct-to-consumer       1,115        817    
Unallocated corporate       133        —      

                     

Total capital expenditures     $ 1,338      $ 942    
         

  

        

  

     
May 3,  
2014     

February 1, 
 

2014   
Total Assets       
Wholesale     $ 50,381      $ 78,122    
Direct-to-consumer       23,395        24,169    
Unallocated corporate       314,815        312,051    

                     

Total assets     $ 388,591      $ 414,342    
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payments to the Pre-IPO Stockholders in an amount equal to 85% of the aggregate reduction in taxes payable realized by us and our subsidiaries 
from the utilization of the Pre-IPO Tax Benefits (the “Net Tax Benefit”).  

For purposes of the Tax Receivable Agreement, the Net Tax Benefit equals (i) with respect to a taxable year, the excess, if any, of (A) our 
liability for taxes using the same methods, elections, conventions and similar practices used on the relevant company return assuming there were 
no Pre-IPO Tax Benefits over (B) our actual liability for taxes for such taxable year (the “Realized Tax Benefit”), plus (ii) for each prior taxable 
year, the excess, if any, of the Realized Tax Benefit reflected on an amended schedule applicable to such prior taxable year over the Realized 
Tax Benefit reflected on the original tax benefit schedule for such prior taxable year, minus (iii) for each prior taxable year, the excess, if any, of 
the Realized Tax Benefit reflected on the original tax benefit schedule for such prior taxable year over the Realized Tax Benefit reflected on the 
amended schedule for such prior taxable year; provided, however, that to extent any of the adjustments described in clauses (ii) and (iii) were 
reflected in the calculation of the tax benefit payment for any subsequent taxable year, such adjustments shall not be taken into account in 
determining the Net Tax Benefit for any subsequent taxable year.  

As of May 3, 2014 we have recorded $173,146 to recognize our obligation under the Tax Receivable Agreement, which has a term of ten 
years, and was recorded as an adjustment to additional paid-in capital on our Condensed Consolidated Balance Sheet as of May 3, 2014. 
Approximately $4,131 is recorded as a component of other accrued expenses and $169,015 as other liabilities on our Condensed Consolidated 
Balance Sheet as of May 3, 2014.  

Sun Capital Consulting Agreement  

On November 27, 2013, we entered into an agreement with Sun Capital Management to (i) reimburse Sun Capital Management or any of 
its affiliates providing consulting services under the agreement for out-of-pocket expenses incurred in providing consulting services to us and 
(ii) provide Sun Capital Management with customary indemnification for any such services.  

During the quarter ended May 3, 2014 we paid Sun Capital Management approximately $39 for reimbursement of expenses under the Sun 
Capital Consulting Agreement.  
   

20  



Table of Contents  

PART I—FINANCIAL INFORMATION  

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS  

This discussion summarizes our consolidated operating results, financial condition and liquidity during each of the three month periods 
ended May 3, 2014 and May 4, 2013, respectively. The following discussion and analysis should be read in conjunction with our condensed 
consolidated financial statements and related notes included elsewhere in this report on Form 10-Q.  

On November 27, 2013, Vince Holding Corp. completed an initial public offering (the “IPO”) of 10,000,000 shares of common stock and 
completed a series of restructuring transactions which occurred immediately prior to the IPO (the “Restructuring Transactions”). As a result of 
the IPO and Restructuring Transactions, the non-Vince businesses were separated from the Vince business. The Vince business is now the sole 
operating business of Vince Holding Corp. Historical financial information for the non-Vince businesses has been included as discontinued 
operations until the businesses were separated on November 27, 2013.  

This discussion contains forward-looking statements involving risks, uncertainties and assumptions that could cause our results to differ 
materially from expectations. Factors that might cause such differences include those described under “Item 1A—Risk Factors,” “Disclosures 
Regarding Forward-Looking Statements” and elsewhere in this report on Form 10-Q as well as in our 2013 Annual Report on Form 10-K.  

Executive Overview  

Vince is a leading contemporary fashion brand known for modern, effortless style and everyday luxury essentials. Founded in 2002, Vince 
has generated strong sales momentum over the last decade. We believe that we will achieve continued success by expanding our product 
assortment distributed through premier wholesale partners in the U.S. and select international markets, as well as in our own branded retail 
locations and on our e-commerce platform.  

As of May 3, 2014, we sold our products through 2,350 doors through our wholesale partners in the U.S. and international markets and we 
operated 28 retail stores, including 22 full price stores and six outlet stores, throughout the United States.  

The following is a summary of highlights during the three months ended May 3, 2014:  
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  •   We made a pre-payment of $20.0 million on the Term Loan Facility. As of May 3, 2014 we had $150.0 million of debt outstanding. 

  •   Our net sales totaled $53.5 million, reflecting a 32.4% increase over prior year net sales of $40.4 million. 

  •   Our wholesale net sales increased 28.8% to $37.3 million and our direct-to-consumer net sales increased 41.6% to $16.1 million. 

  •   Operating income increased 174% to $5.2 million, to 9.7% of net sales. 

  •   We took possession of our new office space in New York City as part of our plan to consolidate our New York offices into one 
location by the end of fiscal 2014. 
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We serve our customers through a variety of channels that reinforce the Vince brand image. Our diversified channel strategy allows us to 
introduce our products to customers through multiple distribution points that are reported in two segments: wholesale and direct-to-consumer. 
The following is a summary of our wholesale and direct-to-consumer net sales for the three months ended May 3, 2014 and May 4, 2013, 
respectively (in thousands):  
   

We have expanded our operations rapidly since our inception in 2002, and we have limited operating experience at our current size. Our 
growth in net sales has also led to increased selling, general and administrative expenses. We have made and are making investments to support 
our near and longer-term growth. If our operations continue to grow over the longer term, of which there can be no assurance, we will be 
required to expand our sales and marketing, product development and distribution functions, to upgrade our management information systems 
and other processes, and to obtain more space for our expanding administrative support and other headquarters personnel.  

While we believe our growth strategy offers significant opportunities, it also presents risks and challenges, including among others, the 
risks that we may not be able to hire and train qualified associates, that our new product offerings and expanded sales channels may not maintain 
or enhance our brand image and that our distribution facilities and information systems may not be adequate to support our growth plans. For a 
more complete discussions of risks facing our business see “Item 1A—Risk Factors” of this report on Form 10-Q as well as in our 2013 Annual 
Report on Form 10-K.  
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     Three months ended   
     May 3, 2014      May 4, 2013   
Net Sales By Segment:        
Wholesale     $ 37,322       $ 28,971    
Direct-to-consumer       16,130         11,392    

                      

Total Net sales     $ 53,452       $ 40,363    
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Results of Operations  

Three Months ended May 3, 2014 Compared to Three Months ended May 4, 2013  

The following table presents, for the periods indicated, our operating results as a percentage of net sales as well as earnings per share data 
(dollars in thousands, except per share data):  
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     Three months ended         
     May 3, 2014     May 4, 2013     Variances   

     Amount     

% of Net 
 

Sales     Amount     

% of Net 
 

Sales     Amount     Percent   
Statements of Operations:               
Net sales     $ 53,452        100.0 %   $ 40,363        100.0 %   $ 13,089        32.4 % 
Cost of products sold       27,041        50.6        22,850        56.6        4,191        18.3    

                                                             

Gross profit       26,411        49.4        17,513        43.4        8,898        50.8    
Selling, general and administrative expenses       21,204        39.7        15,613        38.7        5,591        35.8    

                                                             

Income from operations       5,207        9.7        1,900        4.7        3,307        174.1    
Interest expense, net       2,850        5.3        10,624        26.3        (7,774 )     (73.2 ) 
Other expense, net       50        0.1        125        0.3        (75 )     (60.0 ) 

                                                             

Income (loss) before income taxes       2,307        4.3        (8,849 )     (21.9 )     11,156        126.1    
Provision for income taxes       923        1.7        930        2.3        (7 )     (0.8 ) 

                                                             

Net income (loss) from continuing operations       1,384        2.6        (9,779 )     (24.2 )      11,163        114.2    
Net loss from discontinued operations, net of tax       —          —          (5,330 )     (13.2 )     5,330        100.0    

                                                             

Net income (loss)     $ 1,384        2.6 %   $ (15,109 )     (37.4 )%   $ 16,493        109.2 % 
         

  

        

  

        

  

        

  

        

  

        

  

Basic earnings (loss) per share:               
Net income (loss) from continuing operations     $ 0.04        $ (0.37 )       
Net loss from discontinued operations, net of tax       —            (0.21 )       

                             

Net income (loss)     $ 0.04        $ (0.58 )       
         

  

          

  

      

Diluted earnings (loss) per share:               
Net income (loss) from continuing operations     $ 0.04        $ (0.37 )       
Net loss from discontinued operations, net of tax       —            (0.21 )       

                             

Net income (loss)     $ 0.04        $ (0.58 )       
         

  

          

  

      

Other Operating and Financial Data:               
Total wholesale doors at end of period       2,350          2,145          
Total stores at end of period       28          22          
Comparable stores growth       11.1 %       34.3 %       
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Net Sales for the three months ended May 3, 2014 were $53.5 million, increasing $13.1 million, or 32.4%, versus $40.4 million for the 
three months ended May 4, 2013. The increase in net sales compared to the prior year is primarily due to an increase in volume across both of 
our business segments.  
   

Net sales from our wholesale segment increased $8.3 million, or 28.8%, to $37.3 million in the three months ended May 3, 2014 from 
$29.0 million in the three months ended May 4, 2013. We increased volume with each of our top four premier wholesale partners through 
increased sales productivity in existing doors, and the opening of 13 additional shop-in-shops with our domestic and international partners. 
Additionally, we sell our products through two international free-standing stores operated by our distribution partners, one in Tokyo that opened 
in the fall of 2013, and one in Istanbul that opened in the spring of 2014.  

Net sales from our direct-to-consumer segment increased $4.7 million, or 41.6%, to $16.1 million in the three months ended May 3, 2014 
from $11.4 million in the three months ended May 4, 2013. This sales growth was due to (i) comparable retail store sales growth of 11.1% 
contributing $0.9 million, (ii) opening six net new stores as compared to the prior year (bringing our total retail store count to 28 as of May 3, 
2014, compared to 22 as of May 4, 2013) inclusive of non-comparable sales growth contributing $3.3 million, and (iii) e-commerce sales growth 
contributing $0.5 million.  

Gross Profit/Gross Margin rate increased 600 basis points to 49.4% for the three months ended May 3, 2014 compared to 43.4% for the 
three months ended May 4, 2013. The total margin rate increase was driven by a higher percentage of our sales coming from the direct-to-
consumer segment, in which we generally recognize higher margins, an improved mix across higher margin product assortment and increased 
percentage of full-price sales in our wholesale segment. For the three months ended May 4, 2013, the margin rate was unfavorably impacted by 
approximately 370 basis points due to the recognition of increased inventory reserves.  

Selling, general and administrative expenses (“SG&A”) for the three months ended May 3, 2014 were $21.2 million, increasing 
$5.6 million, or 35.8%, versus $15.6 million for the three months ended May 4, 2013. The increase in SG&A expenses compared to the prior 
year period is primarily due to:  
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     Net Sales by Segment   
     Three Months Ended   

     
May 3,  
2014      

May 4,  
2013   

(in thousands)               
Wholesale     $ 37,322       $ 28,971    
Direct-to-consumer       16,130         11,392    

                      

Total Net Sales     $ 53,452       $ 40,363    
         

  

         

  

  •   Increase in compensation expense of $2.6 million, including share-based and incentive compensation, employee benefits and related 
increases due to hiring and retaining additional employees to support our growth plans; 

  •   Increase in rent and occupancy costs of $0.9 million due primarily to new retail store openings; 

  •   Increase in marketing, advertising and promotional expenses of $0.8 million to support our brand awareness growth efforts; 

  •   Increase in public company expenses of $0.6 million due to costs incurred to be a stand-alone public company; 

  •   Increase in depreciation expense of $0.5 million due to new stores and shop-in-shop investments; 

  •   Decrease in public company transition costs of $1.3 million incurred in the prior year in preparation for our IPO that was completed 
on November 27, 2013; and 
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Operating income from our wholesale segment increased $5.7 million, or 75.6%, to $13.1 million in the three months ended May 3, 2014 
from $7.4 million in the three months ended May 4, 2013. This increase was driven primarily from the sales volume increase of $8.3 million as 
noted above. Our wholesale segment operating expenses increased slightly and, as a result, these expenses decreased as a percentage of 
wholesale net sales as our expenses grew at a much lower rate than our rate of sales growth.  

Operating income from our direct-to-consumer segment increased $0.5 million, or 21.7% to $2.5 million in the three months ended May 3, 
2014 from $2.0 million in the three months ended May 4, 2013. The increase resulted primarily from the sales volume increase of $4.7 million as 
noted above which more than offset the additional operating expenses incurred, primarily as a result of opening new stores, during the period to 
support our sales growth.  

Interest expense for the three months ended May 3, 2014 was $2.9 million, decreasing $7.7 million, or 73.2%, versus $10.6 million for the 
three months ended May 4, 2013. Interest expense decreased as we had lower average debt balances period over period. The decrease in overall 
debt balances was primarily due to certain affiliates of Sun Capital contributing certain outstanding indebtedness to the Company in June 2013, 
thus eliminating interest expense on approximately $407.5 million in debt at that time. On November 27, 2013, in connection with the IPO and 
Restructuring Transactions, we entered into the Term Loan Facility and the Revolving Credit Facility. Annual interest expense is estimated to be 
$11.6 million assuming $175.0 million outstanding borrowings under the Term Loan Facility. As voluntary pre-payments are made on the Term 
Loan Facility there will be corresponding reductions in annualized interest expense.  

Other expense, net, was $0.1 million for the three months ended May 3, 2014 and the three months ended May 4, 2013.  

Provision for income taxes for the three months ended May 3, 2014 and May 4, 2013 was $0.9 million. Our effective tax rate on pretax 
income for the three months ended May 3, 2014 and the three months ended May 4, 2013 was 40.0% and 10.5%, respectively. The rate for the 
three months ended May 4, 2013 differed from the U.S. statutory rate of 35.0% primarily due to state taxes, nondeductible interest and changes 
in our valuation allowances.  

Net loss from discontinued operations  

The separation of the non-Vince businesses was completed on November 27, 2013. Accordingly, there are no results from discontinued 
operations reflected in the Condensed Consolidated Statement of Operations for the three months ended May 3, 2014. Net loss from 
discontinued operations was $5.3 million for the three months ended May 4, 2013.  
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  •   Increase in other costs of $1.5 million consisting of increases in areas such as design & development, travel and consulting. 

     Operating Income by Segment   
     Three Months Ended   

     

      May 3,       
 

2014     

      May 4,       
 

2013   
(in thousands)              
Wholesale     $ 13,078      $ 7,448    
Direct-to-consumer       2,477        2,035    

                     

Subtotal       15,555        9,483    
Unallocated expenses       (10,348 )     (7,583 ) 

                     

Total operating income     $ 5,207      $ 1,900    
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Net income (loss)  

Net income was $1.4 million for the three months ended May 3, 2014, increasing $16.5 million from a net loss of $15.1 million for the 
three months ended May 4, 2013. The reduction in our net loss was primarily due to increased income from operations of $3.3 million, reduced 
interest expense of $7.8 million and a lower net loss from discontinued operations of $5.3 million.  

Discontinued Operations  

On November 27, 2013, in connection with the IPO and Restructuring Transactions, we separated the Vince and non-Vince businesses 
whereby the non-Vince businesses are now owned by Kellwood Holding, LLC, of which 100% of the membership interests are owned by the 
Pre-IPO Stockholders. As the Company and Kellwood Holding, LLC were under the common control of affiliates of Sun Capital, this separation 
transaction resulted in a $73.1 million adjustment to additional paid-in capital on our Condensed Consolidated Balance Sheet at February 1, 
2014.  

As a result of the separation with the non-Vince businesses, the financial results for the non-Vince businesses, through the separation, on 
November 27, 2013, are now included in results from discontinued operations, including the three months ended May 4, 2013. The non-Vince 
businesses continue to operate as a stand-alone company. Due to differences in the basis of presentation for discontinued operations and the basis 
of presentation as a stand-alone company, the financial results of the non-Vince businesses included within discontinued operations of the 
Company may not be indicative of actual financial results of the non-Vince businesses as a stand-alone company.  

Net loss from discontinued operations—Three Months Ended May 3, 2014 Compared to Three Months Ended May 4, 2013  

The separation of the non-Vince businesses was completed on November 27, 2013. Accordingly, there are no results from discontinued 
operations reflected on the Condensed Consolidated Statement of Operations for the three months ended May 3, 2014. The results of the non-
Vince businesses included in discontinued operations for the three months ended May 4, 2013 are summarized in the following table (in 
thousands, except effective tax rates).  
   

Liquidity and Capital Resources  

Vince Holding Corp.’s sources of liquidity are our cash and cash equivalents, cash flows from operations and borrowings available under 
the Revolving Credit Facility. Our primary cash needs are capital expenditures  
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Three months ended 
 

May 4,  
2013   

Net sales     $ 130,714    
Cost of products sold       102,548    

           

Gross profit       28,166    
Selling, general and administrative expenses       31,156    
Restructuring, environmental and other charges       844    
Interest expense, net       13,679    
Other expense (income), net       (693 )  

           

Loss before income taxes       (16,820 ) 
Income taxes       (11,490 ) 

           

Net loss from discontinued operations, net of tax     $ (5,330 ) 
         

  

Effective tax rate       68.3 % 
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for new stores and related leasehold improvements for our new offices, meeting our debt service requirements, paying amounts due per the Tax 
Receivable Agreement, and funding working capital requirements. The most significant components of our working capital are cash and cash 
equivalents, accounts receivable, inventories, accounts payable and other current liabilities.  

On November 27, 2013, in connection with the consummation of the IPO and Restructuring Transactions, all previously outstanding debt 
obligations either remained with Kellwood Company, LLC (i.e. the non-Vince businesses) or were discharged, repurchased or refinanced. In 
connection with the consummation of these transactions, Vince Holding Corp. entered into the Term Loan Facility and Revolving Credit 
Facility, which are discussed further below.  

Operating Activities  
   

Continuing operations  

Net cash provided by operating activities during the three months ended May 3, 2014 was $21.8 million, which consisted of net income of 
$1.4 million, impacted by non-cash items of $3.0 million and cash provided by working capital of $17.4 million. Net cash used in working 
capital primarily resulted from a $26.7 million decrease in receivables due to the collection of year end receivables, as well as a decrease in 
inventory, net of $2.1 million due to timing of inventory receipts. This was offset in part by net decreases in accounts payable and accrued 
expenses of $10.4 million due to timing of payments to vendors and an increase in prepaid expenses and other current assets of $1.1 million.  

Net cash provided by operating activities during the three months ended May 4, 2013 was $2.9 million, which consisted of net loss of $9.8 
million, impacted by non-cash items of $12.1 million and cash used in working capital of $0.5 million. Non-cash expenses primarily consisted of 
PIK interest expense of $10.6 million.  
   

27  

     Three Months Ended   

     
May 3,  
2014     

May 4,  
2013   

(in thousands)              
Operating activities       
Net income (loss)     $ 1,384      $ (15,109 ) 
Less: Net loss from discontinued operations       —          (5,330 ) 
Add (deduct) items not affecting operating cash flows:       

Depreciation       905        382    
Amortization of intangible assets       150        150    
Amortization of deferred financing costs       265        —      
Amortization of deferred rent       385        78    
Deferred income taxes       908        923    
Share-based compensation expense       396        —      
Capitalized PIK Interest       —          10,624    
Changes in assets and liabilities:       

Receivables, net       26,663        17,556    
Inventories, net       2,106        (1,216 ) 
Prepaid expenses and other current assets       (1,100 )     (3,727 ) 
Accounts payable and accrued expenses       (10,364 )     (12,108 ) 
Other assets and liabilities       59        9    

                     

Net cash provided by operating activities—continuing operations       21,757        2,892    
Net cash used in operating activities—discontinued operations       —          (11,902 ) 

                     

Net cash provided by / (used in) operating activities     $ 21,757      $ (9,010 ) 
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Net cash used in working capital primarily resulted from a $17.6 million decrease in receivables due to the collection of year end receivables. 
This was offset in part by increases in inventory, net of $1.2 million due to timing of inventory receipts, an increase in prepaid expenses and 
other current assets of $3.7 million, and a net decrease in accounts payable and other accrued expenses due to timing of payments to vendors.  

Discontinued operations  

The separation of the non-Vince businesses was completed on November 27, 2013. Vince has no discontinued operations at May 3, 2014 
or February 1, 2014. Accordingly, there are no cash flows from operating activities of discontinued operations for the three months ended May 3, 
2014.  

Net cash used in operating activities for the three months ended May 4, 2013 was $11.9 million, which consisted of net loss of $5.3 million 
adjusted for noncash charges of $6.6 million.  

Investing Activities  
   

Continuing operations  

Net cash used in investing activities represents capital expenditures, primarily related to retail store build-outs, including leasehold 
improvements and store fixtures. Net cash used in investing activities increased $0.4 million from $0.9 million used in investing activities during 
the three months ended May 4, 2013 to $1.3 million used in investing activities during the three months ended May 3, 2014. The increase is 
primarily attributable to an increase in capital expenditures for construction of additional retail stores, additional build-out of shop-in-shops 
within selected wholesale partner locations, as well as costs related to the buildout of our new headquarters space.  

Discontinued operations  

The separation of the non-Vince businesses was completed on November 27, 2013. Vince has no discontinued operations at May 3, 2014 
or February 1, 2014. Accordingly, there are no cash flows from investing activities of discontinued operations for the three months ended May 3, 
2014.  

Net cash provided by investing activities for the three months ended May 4, 2013 was $5.0 million, primarily consisting of $4.9 million of 
proceeds generated from the sale of various assets of the non-Vince business, net of selling costs. Additionally there were $0.7 million in 
payments for capital expenditures and other assets related to the non-Vince business during the quarter.  
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     Three Months Ended   

     
May 3,  
2014     

May 4, 
2013   

(in thousands)              
Investing activities     

Payments for capital expenditures     $ (1,338 )   $ (942 )  
                     

Net cash used in investing activities—continuing operations       (1,338 )     (942 )  
Net cash provided by investing activities—discontinued operations       —          4,998    

         
  

        
  

Net cash (used in)/provided by investing activities     $ (1,338 )   $ 4,056    
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Financing Activities  
   

Continuing operations  

Net cash used financing activities was $20.1 million during the three months ended May 3, 2014, primarily consisting of voluntary pre-
payments totaling $20.0 million on the Term Loan Facility.  

There was no cash provided by or used in financing activities during the three months ended May 4, 2013.  

Discontinued operations  

The separation of the non-Vince businesses was completed on November 27, 2013. Vince has no discontinued operations at May 3, 2014 
or February 1, 2014. Accordingly, there are no cash flows from financing activities of discontinued operations for the three months ended May 3, 
2014.  

Net cash provided by financing activities during the three months ended May 4, 2013 was $4.0 million due to net borrowings of $4.0 
million under the Kellwood revolving credit facilities, net of fees paid.  

Revolving Credit Facility  

On November 27, 2013, in connection with the closing of the IPO and Restructuring Transactions, Vince, LLC entered into a senior 
secured revolving credit facility (the “Revolving Credit Facility”). BofA serves as administrative agent under this new facility. This Revolving 
Credit Facility provides for a revolving line of credit of up to $50.0 million maturing on November 27, 2018. The Revolving Credit Facility also 
provides for a letter of credit sublimit of $25.0 million (plus any increase in aggregate commitments) and for an increase in aggregate 
commitments of up to $20.0 million. Vince, LLC is the borrower and Vince Holding Corp. and Vince Intermediate Holding, LLC are the 
guarantors under the Revolving Credit Facility. Interest is payable on the loans under the Revolving Credit Facility, at either the LIBOR or the 
Base Rate, in each case, with applicable margins subject to a pricing grid based on an excess availability calculation. The “Base Rate” means, for 
any day, a fluctuating rate per annum equal to the highest of (i) the rate of interest in effect for such day as publicly announced from time to time 
by BofA as its prime rate; (ii) the Federal Funds Rate for such day, plus 0.50%; and (iii) the LIBOR Rate for a one month interest period as 
determined on such day, plus 1.0%. During the continuance of an event of default and at the election of the required lender, interest will accrue 
at a rate of 2% in excess of the applicable non-default rate.  

The Revolving Credit Facility contains a requirement that, at any point when “Excess Availability” is less than the greater of (i) 15% 
percent of the loan cap or (ii) $7.5 million, and continuing until Excess Availability exceeds the greater of such amounts for 30 consecutive days, 
during which time, Vince, LLC must maintain a consolidated EBITDA (as defined in the related credit agreement) equal to or greater than $20.0 
million.  

The Revolving Credit Facility contains representations and warranties, other covenants and events of default that are customary for this 
type of financing, including limitations on the incurrence of additional indebtedness,  
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     Three Months Ended   

     
May 3,  
2014     

May 4, 
2013   

(in thousands)              
Financing activities       

Payment for Term Loan Facility     $ (20,000 )   $ —      
Fees paid for Term Loan Facility and Revolving Credit Facility       (114 )     —     

                     

Net cash provided by financing activities—continuing operations       (20,114 )      —      
Net cash provided by financing activities—discontinued operations       —          4,004    

                     

Net cash (used in) /provided by financing activities     $ (20,114 )    $ 4,004    
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liens, negative pledges, guarantees, investments, loans, asset sales, mergers, acquisitions, prepayment of other debt, the repurchase of capital 
stock, transactions with affiliates, and the ability to change the nature of its business or its fiscal year. The revolving credit facility generally 
permits dividends in the absence of any event of default (including any event of default arising from the contemplated dividend), so long as 
(i) after giving proforma effect to the contemplated dividend, for the following six months Excess Availability will be at least the greater of 20% 
of the aggregate lending commitments and $7.5 million and (ii) after giving pro forma effect to the contemplated dividend, the “Consolidated 
Fixed Charge Coverage Ratio” for the 12 months preceding such dividend shall be greater than or equal to 1.1 to 1.0 (provided that the 
Consolidated Fixed Charge Coverage Ratio may be less than 1.1 to 1.0 if, after giving pro forma effect to the contemplated dividend, Excess 
Availability for the six fiscal months following the dividend is at least the greater of 35% of the aggregate lending commitments and $10 
million). We are in compliance with applicable financial covenants.  

There were no short term borrowings under the Revolving Credit Facility at May 3, 2014. The availability on the Revolving Credit Facility 
was $45.8 million and there were $5.5 million of letters of credit outstanding as of May 3, 2014.  

Term Loan Facility  

On November 27, 2013, in connection with the closing of the IPO and Restructuring Transactions, Vince, LLC and Vince Intermediate 
entered into a $175.0 million senior secured term loan credit facility (the “Term Loan Facility”) with the lenders party thereto, BofA, as 
administrative agent, JPMorgan Chase Bank and Merrill Lynch, Pierce, Fenner & Smith Incorporated, as joint lead arrangers, and Cantor 
Fitzgerald as documentation agent. The Term Loan Facility will mature on November 27, 2019. On November 27, 2013, net borrowings under 
the Term Loan Facility were used, at closing, to repay the Kellwood Note Receivable issued by Vince Intermediate to Kellwood Company, LLC 
immediately prior to the consummation of the IPO as part of the Restructuring Transactions.  

The Term Loan Facility also provides for an incremental facility of up to the greater of $50 million and an amount that would result in the 
consolidated net total secured leverage ratio not exceeding 3.00 to 1.00, in addition to certain other rights to refinance or repurchase portions of 
the term loan. The Term Loan Facility is subject to quarterly amortization of principal equal to 0.25% of the original aggregate principal amount 
of the term loan facility, with the balance payable at final maturity. Interest is payable on loans under the term loan facility at a rate of either 
(i) the Eurodollar rate (subject to a 1.00% floor) plus 5.00% or (ii) the base rate (subject to a 2.00% floor) plus 3.00%. During the continuance of 
a payment or bankruptcy event of default, interest will accrue (i) on the overdue principal amount of any loan at a rate of 2% in excess of the rate 
otherwise applicable to such loan and (ii) on any overdue interest or any other outstanding overdue amount at a rate of 2% in excess of the 
nondefault interest rate then applicable to base rate loans.  

The Term Loan Facility contains a requirement that Vince, LLC and Vince Intermediate maintain a “Consolidated Net Total Leverage 
Ratio” as of the last day of any period of four fiscal quarters not to exceed 3.75 to 1.00 for the fiscal quarters ending February 1, 2014 through 
November 1, 2014, 3.50 to 1.0 for the fiscal quarters ending January 31, 2015, through October 31, 2015, and 3.25 to 1.00 for the fiscal quarter 
ending January 30, 2016 and each fiscal quarter thereafter. In addition, the Term Loan Facility contains customary representations and 
warranties, other covenants, and events of default, including but not limited to, limitations on the incurrence of additional indebtedness, liens, 
negative pledges, guarantees, investments, loans, asset sales, mergers, acquisitions, prepayment of other debt, the repurchase of capital stock, 
transactions with affiliates, and the ability to change the nature of its business or its fiscal year, and distributions and dividends. The Term Loan 
Facility generally permits dividends to the extent that no default or event of default is continuing or would result from the contemplated dividend 
and the pro forma Consolidated Net Total Leverage Ratio after giving effect to such contemplated dividend is at least 0.25 lower than the 
maximum Consolidated Net Total Leverage Ratio for such quarter. All obligations under the Term Loan Facility are guaranteed by Vince 
Holding Corp. and any future material domestic restricted subsidiaries of Vince, LLC and secured by a lien on substantially all of the assets of  
   

30  



Table of Contents  

Vince Holding Corp., Vince, LLC and Vince Intermediate and any future material domestic restricted subsidiaries. We are in compliance with 
applicable financial covenants.  

During the fourth quarter of fiscal 2013, we made a voluntary payment of $5.0 million on the Term Loan Facility. During the first quarter 
of Fiscal 2014, we made additional voluntary payments of $20.0 million. As of May 3, 2014, we had $150.0 million outstanding on the Term 
Loan Facility.  

Off-Balance Sheet Arrangements  

Vince Holding Corp. did not have any relationships with unconsolidated organizations or financial partnerships, such as structured finance 
or special purpose entities, that would have been established for the purpose of facilitating off-balance sheet arrangements or other contractually 
narrow or limited purposes during the periods presented herein.  

Inflation  

While inflation may impact our sales, cost of goods sold and expenses, we believe the effects of inflation on our results of operations and 
financial condition are not significant. While it is difficult to accurately measure the impact of inflation management believes it has not been 
significant and cannot provide any assurances that our results of operations and financial condition will not be materially impacted by inflation in 
the future.  

Seasonality  

The industry in which we operate is cyclical and, consequently, our revenues are affected by general economic conditions and the seasonal 
trends characteristic to the apparel and fashion industry. Purchases of apparel are sensitive to a number of factors that influence the level of 
consumer spending, including economic conditions and the level of disposable consumer income, consumer debt, interest rates and consumer 
confidence. In addition, fluctuations in sales in any fiscal quarter are affected by the timing of seasonal wholesale shipments and other events 
affecting direct-to-consumer sales; as such, the financial results for any particular quarter may not be indicative of results for the fiscal year.  

Critical Accounting Policies and Estimates  

Our discussion of financial condition and results of operations relies on our Condensed Consolidated Financial Statements, as set forth in 
Item 1 of this Form 10-Q, that are prepared based on certain critical accounting policies that require management to make judgments and 
estimates that are subject to varying degrees of uncertainty. While we believe that these accounting policies are based on reasonable 
measurement criteria, actual future events can and often do result in outcomes that can be materially different from these estimates.  

A summary of our critical accounting policies is included in the Management’s Discussion and Analysis of Financial Condition and 
Results of Operations section of our consolidated financial statements for the fiscal year ended February 1, 2014 filed with the SEC on Form 10-
K on April 4, 2014. As of May 3, 2014, there have been no material changes to the critical accounting policies contained therein.  

Item 3. Quantitative and Qualitative Disclosures about Market Risk  

Our principal market risk relates to interest rate sensitivity, which is the risk that changes in interest rates will reduce our net income or net 
assets. Our variable rate debt consists of borrowings under the Term Loan Facility. Our interest rate is based on the Eurodollar rate (subject to a 
1.00% floor) plus 5.00%, or the base rate (subject to a 2.00% floor) plus 3.00%. As of May 3, 2014, a one percentage point increase in the 
interest rate on  
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our variable rate debt would result in additional interest expense of approximately $1.5 million for the $150.0 million borrowings under the 
Term Loan Facility, on an annual basis.  

We do not believe that foreign currency risk, commodity price or inflation risks are expected to be material to our business or our 
consolidated financial position, results of operations or cash flows. Substantially all of our foreign sales and purchases are made in U.S. dollars.  

Item 4. Controls and Procedures  

Evaluation of Disclosure Controls and Procedures  

Attached as exhibits to this Form 10-Q are certifications of our Chief Executive Officer and Chief Financial Officer. Rule 13a-14 of the 
Securities Exchange Act of 1934, as amended (the “Exchange Act”), requires that we include these certifications with this report. This Controls 
and Procedures section includes information concerning the disclosure controls and procedures referred to in the certifications. You should read 
this section in conjunction with the certifications.  

Under the supervision and with the participation of our Chief Executive Officer and Chief Financial Officer, management has evaluated 
the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the 
Exchange Act) as of May 3, 2014.  

We evaluate the effectiveness of our disclosure controls and procedures on at least a quarterly basis. Based upon that evaluation, our Chief 
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures are effective to ensure information is 
recorded, processed, summarized and reported within the periods specified in the Securities and Exchange Commission’s rules and forms and to 
provide reasonable assurance that such information is accumulated and communicated to our management, including our Chief Executive 
Officer and Chief Financial Officer as appropriate, to allow timely decisions regarding required disclosure.  

Limitations on the Effectiveness of Disclosure Controls and Procedures  

In designing and evaluating our disclosure controls and procedures, we recognized that disclosure controls and procedures, no matter how 
well conceived and well operated, can provide only reasonable, not absolute, assurance that the objectives of the disclosure controls and 
procedures are met. Additionally, in designing disclosure controls and procedures, our management necessarily was required to apply its 
judgment in evaluating the cost-benefit relationship of possible disclosure controls and procedures. We have also designed our disclosure 
controls and procedures based in part upon assumptions about the likelihood of future events, and there can be no assurance that any design will 
succeed in achieving its stated goals under all potential future conditions.  

Changes in Internal Control Over Financial Reporting  

There was no change in our internal control over financial reporting that occurred during the fiscal quarter ended May 3, 2014 that has 
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.  

Part II. OTHER INFORMATION  

Item 1. Legal Proceedings  

We are a party to routine legal proceedings that arise in the ordinary course of our business. Except as disclosed on our 2013 Annual 
Report on Form 10-K for the fiscal year ended February 1, 2014 (File No. 001-36212), we are not currently a party to any legal proceedings or 
environmental claims that we believe would, individually or in the aggregate, have a material adverse effect on our financial position, results of 
operations, or cash flows.  
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Item 1A. Risk Factors  

The Company’s risk factors have not changed materially from those disclosed in our 2013 Annual Report on Form 10-K for the fiscal year 
ended February 1, 2014. The risk factors disclosed in our 2013 Annual Report on Form 10-K, in addition to the other information set forth in this 
report on Form 10-Q, could materially affect our business, financial condition or results.  

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds  

None.  

Item 3. Defaults upon Senior Securities  

None.  

Item 4. Mine Safety Disclosures  

Not applicable.  

Item 5. Other Information  

None.  
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Item 6. Exhibits  

31.1 CEO Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002  

31.2 CFO Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002  

32.1 CEO Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002  

32.2 CFO Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002  

101.1 Financial Statements in XBRL Format  
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SIGNATURES  

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

/s/ Lisa Klinger  
Lisa Klinger  

   

Chief Financial Officer and Treasurer  
(as duly authorized officer and principal  
financial officer)    

June 12, 2014 



Exhibit 31.1 

CEO CERTIFICATION PURSUANT TO SECTION 302 OF THE SA RBANES-OXLEY ACT OF 2002  
(15 U.S.C. SECTION 1350)  

I, Jill Granoff, certify that:  

1. I have reviewed this quarterly report on Form 10-Q of Vince Holding Corp.;  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make 
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by 
this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects 
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in 
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to 
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those 
entities, particularly during the period in which this report is being prepared;  

b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;  

c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent 
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and  

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):  

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize, and report financial information; and  

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal 
control over financial reporting.  
   
/s/ Jill Granoff  

Jill Granoff 
Chairman and Chief Executive Officer  
(principal executive officer)  
June 12, 2014  



Exhibit 31.2 

CFO CERTIFICATION PURSUANT TO SECTION 302 OF THE SA RBANES-OXLEY ACT OF 2002  
(15 U.S.C. SECTION 1350)  

I, Lisa Klinger, certify that:  

1. I have reviewed this quarterly report on Form 10-Q of Vince Holding Corp.;  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make 
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by 
this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects 
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in 
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to 
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those 
entities, particularly during the period in which this report is being prepared;  

b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;  

c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent 
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and  

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):  

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize, and report financial information; and  

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal 
control over financial reporting.  
   
/s/ Lisa Klinger  

Lisa Klinger 
Chief Financial Officer and Treasurer (principal financial 
and accounting officer)  
June 12, 2014  



Exhibit 32.1 

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

(18 U.S.C. SECTION 1350)  

In connection with the Quarterly Report of Vince Holding Corp. (the “Company”), on Form 10-Q for the quarter ended May 3, 2014 as filed 
with the Securities and Exchange Commission (the “Report”), Jill Granoff, Chief Executive Officer of the Company, does hereby certify, 
pursuant to § 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. § 1350), that:  

(1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as 
amended; and  

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the 
Company at the dates and for the periods indicated in the Report.  

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the 
signature that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to the 
Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.  

The undersigned expressly disclaims any obligation to update the foregoing certification except as required by law.  
   
/s/ Jill Granoff  

Jill Granoff 
Chairman and Chief Executive Officer  
(principal executive officer)  
June 12, 2014  



Exhibit 32.2 

CERTIFICATIONS OF CHIEF FINANCIAL OFFICER PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

(18 U.S.C. SECTION 1350)  

In connection with the Quarterly Report of Vince Holding Corp. (the “Company”), on Form 10-Q for the quarter ended May 3, 2014 as filed 
with the Securities and Exchange Commission (the “Report”), Lisa Klinger, Chief Financial Officer of the Company, does hereby certify, 
pursuant to § 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. § 1350), that:  

(1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as 
amended; and  

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the 
Company at the dates and for the periods indicated in the Report.  

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the 
signature that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to the 
Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.  

The undersigned expressly disclaims any obligation to update the foregoing certification except as required by law.  
   
/s/ Lisa Klinger  

Lisa Klinger 
Chief Financial Officer and Treasurer (principal financial 
and accounting officer)  
June 12, 2014  


