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References to a particular year are to Stage Stores, Inc.’s fiscal year, which is the 52- or 53-week period ending on the
Saturday closest to January 31st of the following calendar year.  For example, a reference to “2017” is a reference to the
fiscal year ended February 3, 2018 and “2018” is a reference to the fiscal year ended February 2, 2019.  2017 consisted
of 53 weeks, while 2018 consisted of 52 weeks. Similarly, references to a particular quarter are to Stage Stores, Inc.’s
fiscal quarters.

PART I

ITEM 1.                                        BUSINESS

Our Business

Stage Stores, Inc. and its subsidiary (“we,” “us” or “our”) is a retailer, which operates specialty department stores and
off-price stores. We offer our customers, referred to as “guests,” trend-right, moderately priced, name-brand apparel,
accessories, cosmetics, footwear and home goods. As of February 2, 2019, we operated in 42 states through 727
department stores under the BEALLS, GOODY’S, PALAIS ROYAL, PEEBLES and STAGE nameplates and 68
GORDMANS off-price stores. We also operate an e-commerce website for our department store business. Our
department stores are predominantly located in small towns and rural communities. Our off-price stores are
predominantly located in mid-sized, non-rural Midwest markets.

Our History

Stage Stores, Inc. was formed in 1988 when the management of Palais Royal, together with several venture capital
firms, acquired the family-owned Bealls and Palais Royal chains, both of which were originally founded in the
1920s. At the time of the acquisition, Palais Royal operated primarily larger stores, located in and around the Houston
metropolitan area, while Bealls operated primarily smaller stores, principally located in rural Texas towns.  

In 2003, we acquired Peebles Inc. (“Peebles”), a privately held, similarly small-market focused department store chain
headquartered in South Hill, Virginia. Our Peebles stores are located in the Mid Atlantic, Northeastern, Midwestern
and Southeastern states.

In July 2009, we acquired the “Goody’s” name from Goody’s Family Clothing, Inc. through a bankruptcy auction. Our
Goody’s stores are primarily located in the Southeastern and Midwestern states.

On April 7, 2017, we acquired select assets of Gordmans Stores, Inc. and its subsidiaries through a bankruptcy auction
(“Gordmans Acquisition”). The results of the Gordmans stores that we operated since the Gordmans Acquisition are
included in our consolidated statements of operations (see Note 15 to the consolidated financial statements). Our
Gordmans stores are primarily located in the Midwestern states.

Competition

The department store and off-price retail markets are highly competitive and fragmented. We compete with local,
regional, national and online retailers, including department, specialty, discount and off-price stores,
direct-to-consumer businesses and other forms of retail commerce. Our specific competitors vary from market to
market. We believe the principal differentiating factors that allow us to compete for guests’ patronage include great
values on name brand merchandise, assortments that appeal to our target guests, convenient locations, credit
availability and our loyalty program.
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Stores

Store Openings and Closures.  Since the Gordmans Acquisition in 2017, we have focused on growing our off-price
business. During 2018, we converted nine department stores to off-price stores and opened one new off-price store.
Based on the strong results of these stores and growth potential in the off-price sector, we plan to convert
approximately 85 department stores to off-price in 2019, and another 150 in the first half of 2020. The conversions
will bring our off-price store count to approximately 300, representing approximately 50% of our total sales volume in
2020.

As part of a strategic evaluation of our department store portfolio in 2015, we announced a multi-year plan to close
stores that we believe do not have the potential to meet our sales productivity and profitability standards. We have
since permanently closed 122 department stores, including 41 stores during 2018, and we expect to close
approximately 40 to 60 department stores in 2019. We continually review the profitability of each store and will
consider closing a store if the expected store performance does not meet our financial standards. The closure of these
stores is expected to improve our ability to effectively allocate capital, deliver higher sales productivity and be
accretive to earnings.
Store count and selling square footage by nameplate are as follows:

Number of Stores Selling Square Footage (in
thousands)

February 3,
2018

2018
Activity
Net
Changes

February 2,
2019

February 3,
2018

2018
Activity
Net
Changes

February 2,
2019

Bealls 181 (7 ) 174 3,616 (68 ) 3,548
Goody's 217 (19 ) 198 3,363 (339 ) 3,024
Palais Royal 46 (6 ) 40 990 (139 ) 851
Peebles 185 (13 ) 172 3,390 (225 ) 3,165
Stage 148 (5 ) 143 2,778 (83 ) 2,695
Gordmans 58 10 68 2,825 265 3,090
Total 835 (40 ) 795 16,962 (589 ) 16,373

Our department stores are predominantly located in small towns and rural communities. Utilizing a ten-mile radius
from each store, approximately 61% of our department stores are located in communities with populations below
50,000 people, while an additional 24% of our department stores are located in communities with populations between
50,000 and 150,000 people.  The remaining 15% of our department stores are located in higher-density markets with
populations greater than 150,000 people, such as Houston, San Antonio and Lubbock, Texas.

Our Gordmans off-price stores are predominantly located in mid-sized, non-rural Midwestern markets. The majority
of our planned conversion stores are located in smaller Midwestern markets.

5
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Merchandising

We offer moderately priced, branded merchandise within distinct merchandise categories of women’s, men’s and
children’s apparel, accessories, cosmetics, footwear and home goods that reflect current styles and trends through our
department stores, off-price stores and e-commerce website. Our department stores offer a deeper, more curated
assortment and our off-price stores offer a scarcity driven, treasure-hunt experience. Merchandise mix may vary from
store to store to accommodate differing demographic, regional and climate characteristics.

The following charts depict the distribution of net sales among our various merchandise categories:

Approximately 83% of sales in our department stores consist of national brands such as Adidas, Calvin Klein, Carters,
Chaps, Clinique, Dockers, Estee Lauder, G by Guess, Izod, Jessica Simpson, Levi’s, Nike, Nine West and Skechers,
while the remaining 17% of sales are private label merchandise. Our off-price stores offer national brands purchased
opportunistically, bringing greater value to our guests.

We source our merchandise from numerous domestic and foreign vendors. We have no significant long-term purchase
commitments or arrangements with any of our vendors, and believe that we are not dependent on any one vendor. We
believe we have good working relationships with our vendors.

6
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Merchandise Distribution

 We distribute merchandise to our department stores through our distribution centers located in Jacksonville, Texas
and Jeffersonville, Ohio and to our Gordmans off-price stores through our distribution center in Omaha, Nebraska.
E-commerce orders are predominantly filled from our distribution center in Jacksonville, Texas and to a lesser extent,
from select stores and directly from our vendors. We contract with third-party carriers to deliver merchandise to our
stores and to our guests in the fulfillment of online orders. Guests also have the option to pick up an online order in a
local store through our Buy Online, Ship-to-Store program.

See Item 2, “Properties,” for additional information about our distribution centers.

Marketing

We use a multi-media advertising approach, including digital and mobile, broadcast, direct mail, and to a lesser
degree, newspaper inserts. In 2018, our efforts to shift our marketing focus to digital media resulted in a 16% increase
in digital and mobile spend, with offsetting reductions in direct mail and newspaper inserts.

Our department stores and off-price stores are similar in many respects. However, our department stores offer deeper,
more curated assortments with sales driven by high-low pricing promotions, value coupons and advice from
knowledgeable associates. Conversely, our off-price stores offer a varied assortment of every day value pricing in a
treasure-hunt environment with sales driven by calendar events such as holidays, back-to-school, graduations,
birthdays, anniversaries and more.

Our private label credit card and loyalty program, Style Circle Rewards®, are integral to the value proposition for our
guests. These programs allow us to better understand and respond to our guests’ shopping habits and are powerful tools
to drive higher transaction value and frequency of visits. On average, private label credit cardholders and loyalty
members spend more annually and are less likely to attrite than non-loyalty guests. In our department stores, private
label credit card purchases represented 48% of our sales in 2018. In our off-price stores, we acquired a historically
underpenetrated private label credit card program in 2017 and implemented best practices developed in our
department stores, which we expect to continue to drive future growth. Private label credit card purchases represented
14% of our off-price store sales in 2018. We ended 2018 with nearly 10 million members under our loyalty programs.

Trademarks

Our principal trademarks, including the BEALLS, GOODY’S, PALAIS ROYAL, PEEBLES, STAGE and
GORDMANS nameplates, have been registered with the U.S. Patent and Trademark Office. We have also registered
trademarks used in connection with our loyalty program. We regard our trademarks and their protection as important
to our success. We also hold the domain names Stage.com and Gordmans.com.

7
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Our Employees

At February 2, 2019, we employed approximately 13,600 full-time and part-time employees, referred to as “associates.”
Employment levels vary during the year as we traditionally hire additional sales associates and increase the hours of
part-time sales associates during peak seasonal selling periods. We offer a broad range of company-paid benefits to
our associates. Eligibility for and the level of benefits vary depending on associates' full-time or part-time status,
compensation level, date of hire and/or length of service. Company-paid benefits include a 401(k) plan, deferred
compensation plans, medical and dental plans, disability insurance, paid vacation, life insurance and merchandise
discounts. We consider our relationship with our associates to be good, and there are no collective bargaining
agreements in effect with respect to any of our associates.

Seasonality 

Our business, like many other retailers, is subject to seasonal influences with a significant portion of sales and income
typically realized during the last quarter of our fiscal year. Working capital requirements fluctuate during the year and
generally reach their highest levels during the third and fourth quarters. Because of the seasonality of our business,
results from any quarter are not necessarily indicative of the results that may be achieved for a full fiscal year.

Available Information

We make available, free of charge, through the “Investor Relations” section of our website (corporate.stage.com)
under the “Financial Reports” caption, our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current
Reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934, as amended (“Exchange Act”) as soon as reasonably practicable after we file such
material with, or furnish it to, the Securities and Exchange Commission (“SEC”). In this Form 10-K, we incorporate by
reference certain information from parts of our Proxy Statement for our 2019 Annual Meeting of Shareholders (“Proxy
Statement”).  

Also in the “Investor Relations” section of our website (corporate.stage.com) under the “Corporate Governance” and
“Financial Reports” captions, the following information relating to our corporate governance may be found: Corporate
Governance Guidelines; charters of our Board of Directors’ Audit, Compensation, and Corporate Governance and
Nominating Committees; Code of Ethics and Business Conduct; Code of Ethics for Senior Officers; Chief Executive
Officer and Chief Financial Officer certifications related to our SEC filings; and transactions in our securities by our
directors and executive officers. The Code of Ethics and Business Conduct applies to all of our directors and
employees. The Code of Ethics for Senior Officers applies to our Chief Executive Officer, Chief Financial Officer,
Controller and other individuals performing similar functions, and contains provisions specifically applicable to the
individuals serving in those positions. We intend to post amendments to and waivers from, if any, our Code of Ethics
and Business Conduct (to the extent applicable to our directors and executive officers) and our Code of Ethics for
Senior Officers in the “Investor Relations” section of our website (corporate.stage.com) under the “Corporate Governance”
caption. We will provide any of the foregoing information without charge upon written request to our Secretary. The
contents of our websites are not part of this report.

8
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ITEM 1A.                          RISK FACTORS

Cautionary Statement Concerning Forward-Looking Statements for Purposes of the Safe Harbor Provisions of the
Private Securities Litigation Reform Act of 1995

The Private Securities Litigation Reform Act of 1995 (“Act”) provides a safe harbor for forward-looking statements to
encourage companies to provide prospective information, so long as those statements are identified as
forward-looking and are accompanied by meaningful cautionary statements identifying important factors that may
cause actual results to differ materially from those discussed in the statements. We wish to take advantage of the “safe
harbor” provisions of the Act.

Certain statements in this report are forward-looking statements within the meaning of the Act, and such statements
are intended to qualify for the protection of the safe harbor provided by the Act. The words “anticipate,” “estimate,”
“expect,” “objective,” “goal,” “project,” “intend,” “plan,” “believe,” “will,” “should,” “may,” “target,” “forecast,” “guidance,” “outlook,” and similar
expressions generally identify forward-looking statements. Similarly, descriptions of our objectives, strategies, plans,
goals or targets are also forward-looking statements. Forward-looking statements relate to the expectations of
management as to future occurrences and trends, including statements expressing optimism or pessimism about future
operating results or events and projected sales, earnings, capital expenditures and business strategy.

Forward-looking statements are based upon a number of assumptions and factors concerning future conditions that
may ultimately prove to be inaccurate and could cause actual results to differ materially from those in the
forward-looking statements. Forward-looking statements that are made herein and in other reports and releases are not
guarantees of future performance and actual results may differ materially from those discussed in such
forward-looking statements as a result of various factors. These factors include, but are not limited to, the ability for
us to maintain normal trade terms with vendors, the ability for us to comply with the various covenant requirements
contained in the Credit Facility agreement (as defined in “Liquidity and Capital Resources”), the demand for apparel,
and other factors. The demand for apparel and sales volume can be affected by significant changes in economic
conditions, including an economic downturn, employment levels in our markets, consumer confidence, energy and
gasoline prices, the value of the Mexican peso, and other factors influencing discretionary consumer spending. Other
factors affecting the demand for apparel and sales volume include unusual weather patterns, an increase in the level of
competition, competitors’ marketing strategies, changes in fashion trends, changes in the average cost of merchandise
purchased for resale, availability of product on normal payment terms and the failure to achieve the expected results of
our merchandising and marketing plans as well as our store opening or relocation plans. Additional assumptions,
factors and risks concerning future conditions are discussed in the Risk Factors section of this Form 10-K, and may be
discussed from time to time in our other filings with the SEC, including Quarterly Reports on Form 10-Q and Current
Reports on Form 8-K. Most of these factors are difficult to predict accurately and are generally beyond our control.

Forward-looking statements are and will be based upon management’s then-current views and assumptions regarding
future events and operating performance, and are applicable only as of the dates of such statements. Although
management believes the expectations expressed in forward-looking statements are based on reasonable assumptions
within the bounds of our knowledge, forward-looking statements, by their nature, involve risks, uncertainties and
other factors, any one or a combination of which could materially affect our business, financial condition, results of
operations or liquidity.

Readers should carefully review this Form 10-K in its entirety, including, but not limited to our financial statements
and the accompanying notes, and the risks and uncertainties described in this Item 1A. Readers should consider these
risks, uncertainties and other factors carefully in evaluating forward-looking statements. Readers are cautioned not to
place undue reliance on forward-looking statements, which speak only as of the date they are made. Forward-looking
statements contained in this Form 10-K are made as of the date of this Form 10-K.  We undertake no obligation to
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publicly update forward-looking statements whether as a result of new information, future events or otherwise.
Readers are advised, however, to consult any further disclosures we make on related subjects in our public
announcements and SEC filings.

Our ability to achieve the results contemplated by forward-looking statements is subject to a number of factors, any
one, or a combination, of which could materially affect our business, financial condition, results of operations, or
liquidity. Described below are certain risk factors that management believes are applicable to our business and the
industry in which we operate.  There may also be additional risks that are presently immaterial or unknown.
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Competitive and Operational Risks

We face significant competition from other retailers, which may adversely affect our sales and profitability. The retail
industry is highly competitive. We compete with local, regional, national and online retailers, including department,
specialty, discount and off-price stores, direct-to-consumer businesses and other forms of retail commerce. The
Internet and evolving technologies in retail have led to increased competition as there are fewer barriers to entry and
consumers are able to quickly and conveniently comparison shop. We compete on many factors, such as merchandise
assortment, advertising, price, quality, convenience, guests’ shopping experience, store environment, service, loyalty
programs and credit availability. Unanticipated changes in the pricing and other practices of our competitors may
create downward pressure on prices and lower demand for our products, which may adversely impact our sales and
profitability.

If we are unable to successfully execute our strategies, our operating performance may be significantly impacted.
 There is a risk that we will be unable to meet our operating performance targets and goals if our strategies and
initiatives are unsuccessful. Our ability to develop and execute our strategic plan and to execute the business activities
associated with our strategic and operating plans may impact our ability to meet our operating performance targets.

Our failure to anticipate and respond to changing guest preferences in a timely manner may adversely affect our
operations.  Our success depends, in part, upon our ability to anticipate and respond to changing consumer preferences
and fashion trends in a timely manner.  We attempt to stay abreast of emerging lifestyles and consumer preferences
affecting our merchandise.  However, any sustained failure on our part to identify and respond to such trends may
have a material and adverse effect on our business, financial condition and cash flows.

Failure to successfully grow our Gordmans off-price business as planned may adversely affect our results of
operations and financial condition. We view Gordmans as the key growth opportunity for our business. If we are not
able to successfully grow the Gordmans off-price business as planned, the anticipated scale and profitability may not
be realized fully or at all, or may take longer to realize than expected, which may adversely affect our results of
operations and financial condition.

Our failure to attract, develop and retain qualified employees may negatively impact the results of our operations. We
strive to have well-trained and motivated sales associates provide guests with exceptional service.  Our success
depends in part upon our ability to attract, develop and retain a sufficient number of qualified employees, including
store, service and administrative personnel. Competition for key personnel in the retail industry is intense and our
future success will depend on our ability to recruit, train and retain our senior executives and other qualified
personnel.

Supply Chain and Distribution Risks

Risks associated with our vendors from whom our products are sourced may have a material adverse effect on our
business and financial condition.  Our merchandise is sourced from a variety of domestic and international vendors.
 All of our vendors must comply with applicable laws, including our required standards of conduct.  Political or
financial instability, trade restrictions, tariffs, currency exchange rates, transport capacity and costs and other factors
relating to foreign trade, the ability to access suitable merchandise on acceptable terms and the financial viability of
our vendors are beyond our control and may adversely impact our performance.

Risks associated with our carriers, shippers and other providers of merchandise transportation services may have a
material adverse effect on our business and financial condition.  Our vendors rely on shippers, carriers and
other merchandise transportation service providers (collectively “transportation providers”) to deliver merchandise from
their manufacturers, both in the United States and abroad, to the vendors’ distribution centers in the United States.
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 Transportation providers are also responsible for transporting merchandise from vendors’ distribution centers to our
distribution centers. We also rely on transportation providers to transport merchandise from our distribution centers to
our stores and to our guests in the case of online sales.  However, if work slowdowns, stoppages, weather or other
disruptions affect the transportation of merchandise between the vendors and their manufacturers, especially those
manufacturers outside the United States, between the vendors and us, or between us and our e-commerce guests, our
business, financial condition and cash flows may be adversely affected.
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Financial and Liquidity Risks

Failure to obtain merchandise product on normal trade terms may adversely impact our business, financial condition
and cash flows.  We are dependent on obtaining merchandise product on normal trade terms.  Failure to meet our
performance objectives may cause key vendors and factors to become more restrictive in granting trade credit.  The
tightening of credit, such as a reduction in our lines of credit or payment terms from the vendor or factor community,
may have a material adverse impact on our business, financial condition and cash flows.  We are also highly
dependent on obtaining merchandise at competitive and predictable prices.  If we experience rising prices related to
our merchandise, whether due to cost of materials, inflation, transportation costs, or otherwise, our business, financial
condition and cash flows may be adversely and materially affected.

There can be no assurance that our liquidity will not be affected by changes in macroeconomic conditions. Due to our
operating cash flow and availability under our Credit Facility, we continue to believe that we have the ability to meet
our financing needs for the foreseeable future.  However, there can be no assurance that our liquidity will not be
materially and adversely affected by changes in macroeconomic conditions.

The Credit Facility contains covenants that may impose operating restrictions and limits our borrowing capacity to the
value of certain of our assets. The Credit Facility agreement contains covenants which, among other things, restrict (i)
the amount of additional debt or capital lease obligations, (ii) the payment of dividends, and (iii) the repurchase of
common stock under certain circumstances. A violation of any of these covenants may permit the lenders to restrict
our ability to further access loans and letters of credit and may require the immediate repayment of any outstanding
loans. Our failure to comply with these covenants may have a material adverse effect on our capital resources,
financial condition, results of operations and liquidity. In addition, any material or adverse developments affecting our
business may significantly limit our ability to meet our obligations as they become due or to comply with the various
covenant requirements contained in the Credit Facility agreement. Borrowings under the Credit Facility are limited to
the availability under a borrowing base that is determined principally on eligible inventory, and our inventory, cash,
cash equivalents and substantially all of our other assets are pledged as collateral under the Credit Facility. In the
event of any material decrease in the amount of or appraised value of our inventory, our borrowing capacity would
decrease, which may adversely impact our business and liquidity. In the event of a default that is not cured or waived,
the lenders’ commitment to extend further credit under the Credit Facility may be terminated, our outstanding
obligations may become immediately due and payable, outstanding letters of credit may be required to be cash
collateralized, and remedies may be exercised against the collateral. If we are unable to borrow under the Credit
Facility, we may not have the necessary cash resources for our operations and, if any event of default occurs, there is
no assurance that we would have the cash resources available to repay such accelerated obligations, refinance such
indebtedness on commercially reasonable terms, or at all, or cash collateralize our letters of credit, which would have
a material adverse effect on our business, financial condition, results of operations and liquidity.

The inability or unwillingness of one or more lenders to fund their commitment under the Credit Facility may have a
material adverse impact on our business and financial condition. We use the Credit Facility to provide financing for
working capital, capital expenditures and other general corporate purposes, as well as to support our outstanding
letters of credit requirements. Notwithstanding that we may be in full compliance with all covenants contained in the
Credit Facility, the inability or unwillingness of one or more lenders to fund their commitment under the Credit
Facility may have a material adverse impact on our business and financial condition.

Our dependence upon cash flows and net earnings generated during the fourth quarter, including the holiday season,
may have a disproportionate impact on our results of operations. The seasonal nature of the retail industry causes a
heavy dependence on earnings in the fourth quarter. A large fluctuation in economic or weather conditions occurring
during the fourth quarter may adversely impact our earnings. In preparation for our peak season, we may carry a
significant amount of inventory in advance. If, however, we do not manage inventory appropriately or guest
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negatively impact our financial results.
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Changes in our private label credit card program may adversely affect our sales and/or profitability. Our private label
credit card (“PLCC”) program facilitates sales and generates additional revenue under our profit sharing agreement with
the unrelated third party which owns the PLCC accounts receivable. PLCC sales represented 48% of total department
stores sales and 14% of total off-price stores sales in 2018, and PLCC guests spend more on average than non-PLCC
guests. We receive a share of the net finance charges, late fees, other cardholder fees, write-offs, and operating
expenses generated by the program.  Changes in credit granting standards maintained by the third party, which may be
due to macroeconomic trends, could impact our ability to generate new PLCC accounts.  Changes in guest payment
patterns could impact profit sharing by impacting fee income, write-offs and operating expense.  If the sales or profit
share that we receive from the PLCC decreases due to economic, legal, social, or other factors that we cannot control
or predict, our operating results, financial condition and cash flows may be adversely affected.

Unexpected costs may arise from our current insurance program and our financial performance may be affected. Our
insurance coverage is subject to deductibles, self-insured retentions, limits of liability and similar provisions that we
believe are prudent based on the dispersion of our operations. However, we may incur certain types of losses that we
cannot insure or that we believe are not economically reasonable to insure, such as losses due to acts of war, employee
and certain other crime and some natural disasters. If we incur these losses and they are material, our business could
suffer. Certain material events, including property losses caused by various natural disasters and other types of
casualties, may result in sizable losses for the insurance industry and adversely impact the availability of adequate
insurance coverage or result in excessive premium increases. To offset negative cost trends in the insurance market,
we may elect to self-insure, accept higher deductibles or reduce the amount of coverage in response to these market
changes. In addition, we self-insure a portion of expected losses under our workers’ compensation, general liability and
group health insurance programs. Unanticipated changes in any applicable actuarial assumptions and management
estimates underlying our recorded liabilities for these losses, including potential increases in medical and indemnity
costs, could result in materially different amounts of expense than expected under these programs, which may have a
material adverse effect on our financial condition and results of operations. Although we continue to maintain
property insurance for catastrophic events, we are self-insured for losses up to the amount of our deductibles. If we
experience a greater number of self-insured or uninsured losses than we anticipate or excessive premium increases,
our financial performance may be adversely affected.

Economic Conditions, Business Disruption and Other External Risks

An economic downturn or decline in consumer confidence may negatively impact our business and financial
condition. Our results of operations are sensitive to changes in general economic and political conditions that impact
consumer discretionary spending, such as employment levels, taxes, energy and gasoline prices and other factors
influencing consumer confidence. We have extensive operations in the South Central, Southeastern, Midwestern and
Mid-Atlantic states. Many stores are located in small towns and rural environments that are substantially dependent
upon the local economy. We also have concentrations of stores in areas where the local economy is heavily dependent
on the oil and gas industry, particularly in portions of Texas, Louisiana, Oklahoma and New Mexico. A decline in
crude oil prices and/or oil or gas exploration may negatively impact employment in those communities, resulting in
reduced consumer confidence and discretionary spending. Additionally, approximately 3% of our stores contributing
approximately 5% of our 2018 sales are located in cities that either border Mexico or are in close proximity to
Mexico. A devaluation of the Mexican peso will reduce the purchasing power of those guests who are citizens of
Mexico. In such an event, revenues attributable to these stores could be reduced. In 2018, we experienced pressure on
our business in areas that are near the Mexican border. If those pressures continue or there is an additional economic
downturn or decline in consumer confidence, particularly in the South Central, Southeastern, Midwestern and
Mid-Atlantic states and any state from which we derive a significant portion of our net sales (such as Texas or
Louisiana), our business, financial condition and cash flows will be negatively impacted and such impact may be
material.
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We are subject to payment-related risks that may increase our operating costs, expose us to fraud or theft, subject us to
potential liability and potentially disrupt our business.  We accept payments using a variety of methods, including
cash, checks, credit cards, debit cards, and gift cards, and we may offer new payment options over time. Acceptance
of these payment options subjects us to rules, regulations, contractual obligations and compliance requirements,
including payment network rules and operating guidelines, data security standards and certification requirements and
rules governing electronic funds transfers. These requirements may change over time or be reinterpreted, making
compliance more difficult or costly. We rely on third parties to provide payment processing services and pay
interchange and other fees, which may increase over time and raise our operating costs. On October 1, 2015, the
payment cards industry began shifting liability for certain debit and credit card transactions to retailers who do not
accept Europay, MasterCard and Visa (“EMV”) chip technology transactions. In 2018, we completed the deployment of
our tokenized/EMV-complaint environment in all our retail locations and has been appropriately certified by all
parties.
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Unusual weather patterns or natural disasters may negatively impact our financial condition.  Our business depends, in
part, on normal weather patterns in our markets.  We are susceptible to unseasonable and severe weather conditions,
including natural disasters, such as hurricanes and tornadoes.  Any unusual or severe weather, especially in states such
as Texas and Louisiana, may have a material and adverse impact on our business, financial condition and cash flows.
In addition, our business, financial condition and cash flow may be adversely affected if the businesses of our key
vendors or their merchandise manufacturers, shippers, carriers and other merchandise transportation service providers,
including those outside of the United States, are disrupted due to severe weather, such as, but not limited to,
hurricanes, typhoons, tornadoes, tsunamis or floods.

An event adversely affecting any of our buying, distribution or other corporate facilities may result in reduced
revenues. Our buying, distribution and other corporate operations are in highly centralized locations.  Our operations
may be materially and adversely affected if a catastrophic event (such as, but not limited to, fire, hurricanes, tornadoes
or floods) or other disruption impacts the access or use of these facilities. While we have contingency plans that would
be implemented in such an event, there are no assurances that we would be successful in obtaining alternative
servicing facilities in a timely manner.

War, acts of terrorism, Mexican border violence, public health issues and natural disasters may create uncertainty and
may result in reduced revenues.  We cannot predict, with any degree of certainty, what effect, if any, war, acts of
terrorism, Mexican border violence, public health issues and natural disasters, if any, will have on us, our operations,
the other risk factors discussed herein and the forward-looking statements we make in this Form 10-K.  However, the
consequences of these events may have a material adverse effect on our business, financial condition and cash flows.

The price of our common stock as traded on the New York Stock Exchange may be volatile.  Our stock price may
fluctuate substantially due to factors beyond our control, including but not limited to, general economic and stock
market conditions, risks relating to our business and industry as discussed above, strategic actions by us or our
competitors, variations in our quarterly operating performance and investor perceptions of the investment opportunity
associated with our common stock relative to other investment alternatives.

If we cannot meet the NYSE’s continued listing requirements, the NYSE may delist our common stock. On January
28, 2019, we received notice from the NYSE that we were no longer in compliance with the NYSE continued listing
requirement that requires that the average closing price of our common stock be above $1.00 over 30 consecutive
trading days. We notified the NYSE of our intent to cure such deficiency and return to compliance with the NYSE
continued listing requirements by July 28, 2019. As of March 29, 2019, we closed the last trading day of the calendar
month with a share price above $1.00 and an average closing share price above $1.00 over a consecutive 30
trading-day period, which brings us back into compliance with the NYSE listing standards.

If we are unable to satisfy the NYSE’s criteria for continued listing, our common stock would be subject to delisting. A
delisting of our common stock could negatively impact us by, among other things, reducing the number of investors
willing to hold or acquire our common stock, which could negatively impact our ability to raise equity financing;
reducing the liquidity and market price of the common stock; decreasing the amount of news coverage of us; and
limiting our ability to issue additional securities or obtain additional financing in the future. If our stock price does not
increase as a result of normal market fluctuation based on our results of operation and financial condition, it may be
necessary to effect a reverse stock split in order to raise our average closing stock price back above $1.00. The number
of shares available on the public market following a reverse stock split will be reduced significantly, which may affect
the volume and liquidity of our common stock. In addition, delisting from the NYSE might negatively impact our
reputation and, as a consequence, our business.
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Legal and Regulatory Risks

Changes in the regulatory or administrative landscape could adversely affect our financial condition and results of
operations. Laws and regulations at the local, state, federal and international levels frequently change, and the ultimate
cost of compliance cannot be precisely estimated. In addition, we cannot predict the impact that may result from
changes in the regulatory or administrative landscape. Any changes in regulations, the imposition of additional
regulations, or the enactment of any new or more stringent legislation that impacts employment and labor, trade,
product safety, transportation and logistics, health care, tax, privacy, operations, or environmental issues, among
others, could have an adverse impact on our financial condition and results of operations.

Our business may be materially and adversely affected by changes to fiscal and tax policies. A number of factors
influence our effective income tax rate, including changes in tax law and related regulations, interpretation of existing
laws, and our ability to sustain our reporting positions on examination. Changes in any of those factors could change
our effective tax rate, which could adversely affect our results of operations.

We may be subject to periodic litigation and regulatory proceedings which may adversely affect our business and
financial performance. From time to time, we are involved in lawsuits and regulatory proceedings. Due to the inherent
uncertainties of such matters, we may not be able to accurately determine the impact on us of any future adverse
outcome of such matters. The ultimate resolution of these matters may have a material adverse impact on our financial
condition, results of operations and liquidity. In addition, regardless of the outcome, these matters may result in
substantial cost to us and may require us to devote substantial attention and resources to defend ourselves.

If our trademarks are successfully challenged, the outcome of those disputes may require us to abandon one or more of
our trademarks.  We regard our trademarks and their protection as important to our success.  However, we cannot be
sure that any trademark held by us will provide us a competitive advantage or will not be challenged by third parties.
 Although we intend to vigorously protect our trademarks, the cost of litigation to uphold the validity and prevent
infringement of trademarks can be substantial and the outcome of those disputes may require us to abandon one or
more of our trademarks.

Technology Infrastructure, Data Security and Privacy Risks

A disruption of our information technology systems may have a material adverse impact on our business and financial
condition.  We are heavily dependent on our information technology systems for day-to-day business operations,
including sales, warehousing, distribution, purchasing, inventory control, merchandise planning and replenishment,
financial systems and e-commerce.  Certain of our information technology support functions are performed by
third-parties in overseas locations. While we believe that we are diligent in selecting the vendors that assist us in
maintaining the reliability and integrity of our information technology systems, failure by any of these third-parties to
implement and/or manage our information systems and infrastructure effectively and securely could result in future
disruptions, service outages, service failures or unauthorized intrusions. Despite our precautionary efforts, our
information technology systems are vulnerable to damage or interruption from, among other things, natural or
man-made disasters, technical malfunctions, inadequate systems capacity, power outages, computer viruses and
security breaches, which may require significant investment to fix or replace, and we may suffer loss of critical data
and interruptions or delays to our operations in the interim. In addition, as part of our normal course of business, we
collect, process and retain sensitive and confidential guest information. Potential risks include, but are not limited to,
the following: (i) an intrusion by a hacker, (ii) the introduction of malware (virus, Trojan horse, spyware), (iii)
hardware failure, (iv) outages due to software defects and (v) human error.  Although we run anti-virus and
anti-spyware software and take other steps to ensure that our information technology systems will not be disabled or
otherwise disrupted, there are no assurances that disruptions will not occur. The consequences of a disruption,
depending on the severity, may have a material adverse effect on our business and financial condition and may expose
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A security breach that results in unauthorized disclosure of guest, employee, vendor or our company information may
adversely impact our business, reputation and financial condition. In the standard course of business, we receive,
process and store information about our guests, employees, vendors and our business, some of which is entrusted to
third-party service providers and vendors. We also work with third-party service providers and vendors that provide
technology, systems and services that we use in connection with the receipt, storage and transmission of this
information. Hardware, software or applications obtained from third parties may contain defects in design or
manufacture or other problems that could unexpectedly compromise our information security. We rely on
commercially available systems, software, tools (including encryption technology) and monitoring to provide security
and oversight for processing, transmission, storage and the protection of confidential information. Despite the security
measures we have in place, our facilities and systems (and those of our vendors and third-party service providers) may
be vulnerable to security breaches, acts of vandalism and theft, computer viruses, misplaced or lost data, programming
and/or human errors, or other similar events. Our employees, contractors, vendors or third-party service providers may
attempt to circumvent our security measures in order to misappropriate such information, and may purposefully or
inadvertently cause a breach involving such information. Additionally, unauthorized parties may attempt to gain
access to our systems or facilities through fraud, trickery, or other means of deceit. We have programs in place to
detect, contain, respond to and report (internally and externally) data security incidents. However, because the
techniques used to obtain unauthorized access, disable or degrade service, or sabotage systems change frequently, we
may be unable to anticipate these techniques or implement adequate preventive measures to safeguard against or
timely disclose all data security breaches or misuses of data. Our management and Board of Directors regularly
evaluate the risks associated with information security and our efforts to mitigate those risks. Any security breach
involving the misappropriation, loss or other unauthorized disclosure of confidential guest, employee or company
information may severely damage our reputation, cause us to incur significant remediation costs, increase our
information security protection costs, expose us to the risks of legal proceedings (including fines or other regulatory
sanctions in excess of our insurance limits), disrupt our operations, attract a substantial amount of negative media
attention, damage our guest and vendor relationships, increase our insurance premiums, damage our competitiveness,
and otherwise have a material adverse impact on our reputation, stock price, business, operating results, financial
condition and cash flows.

ITEM 1B.                          UNRESOLVED STAFF COMMENTS

Not applicable.
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ITEM 2.                          PROPERTIES

Our stores are primarily located in strip shopping centers. We own six of our stores and lease the balance. The
majority of leases, which are typically for an initial 10-year term and often with two renewal options of five years
each, provide for our payment of base rent plus expenses, such as common area maintenance, utilities, taxes and
insurance. Certain leases provide for contingent rents that are not measurable at inception.  These contingent rents are
primarily based on a percentage of sales that are in excess of a predetermined level.  Our stores range in size from
approximately 5,000 to 73,000 selling square feet, with the average being approximately 18,000 selling square feet for
department stores and approximately 45,000 selling square feet for off-price stores. At February 2, 2019, we operated
795 stores, in 42 states located within 5 regions, as follows:

Number of Stores Number of Stores
South Central Region Midwestern Region
Arkansas 22 Illinois 10
Louisiana 47 Indiana 29
Oklahoma 34 Iowa 11
Texas 209 Kansas 13

312 Michigan 15
Mid-Atlantic & Northeastern Region Minnesota 2
Delaware 3 Missouri 19
Maryland 6 Nebraska 4
New Jersey 5 North Dakota 4
Pennsylvania 30 Ohio 30
Virginia 34 South Dakota 2
West Virginia 10 Wisconsin 6
Massachusetts 2 145
New Hampshire 1 Northwestern & Southwestern Region
New York 14 Arizona 7
Vermont 4 Colorado 8

109 Idaho 5
Southeastern Region Nevada 4
Alabama 24 New Mexico 19
Florida 6 Oregon 4
Georgia 29 Utah 4
Kentucky 33 Wyoming 1
Mississippi 21 52
North Carolina 23
South Carolina 17
Tennessee 24 Total Stores 795

177
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We own a distribution center in Jacksonville, Texas and lease distribution centers in Jeffersonville, Ohio and Omaha,
Nebraska. We also lease two facilities located near our distribution centers in Texas and Nebraska that provide
capacity expansion. The distribution centers in Texas and Ohio support our department store business, and the
distribution center in Nebraska supports our off-price store business. The approximate square footages of these
properties are as follows:  

Location Square Footage(a)

Jacksonville, Texas 328,000
Jacksonville, Texas 171,000
Jeffersonville, Ohio 202,000
Omaha, Nebraska 267,000
La Vista, Nebraska 165,000

1,133,000

(a) Excludes distribution center
mezzanines.

We lease our corporate office building located in Houston, Texas.

Our properties are in good condition and are suitable for their intended purpose.

ITEM 3.                                        LEGAL PROCEEDINGS

No response is required under Item 103 of Regulation S-K.

ITEM 4.                                        MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM
5.

MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Market and Dividend Information
Our common stock trades on the New York Stock Exchange under the symbol “SSI”.  The following table sets forth the
high and low market prices per share of our common stock as reported by the New York Stock Exchange and the
amount of cash dividends per common share we paid during each quarter in 2018 and 2017:

Fiscal Year
2018 2017
High Low Dividend High Low Dividend

1st Quarter $3.03 $1.64 $ 0.05 $3.00 $1.80 $ 0.15
2nd Quarter 3.21 2.03 0.05 2.94 1.72 0.05
3rd Quarter 2.35 1.52 0.05 2.43 1.45 0.05
4th Quarter 1.75

Edgar Filing: STAGE STORES INC - Form 10-K

26


