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PART I - FINANCIAL INFORMATION

Item 1.Financial Statements.

G-III APPAREL GROUP, LTD. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

July 31, July 31, January 31,
2013 2012 2013
(Unaudited) (Unaudited)

(In thousands, except share and per share amounts)

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts and sales
discounts of $38,285, $28,747 and $45,947, respectively
Inventories

Prepaid income taxes

Deferred income taxes, net

Prepaid expenses and other current assets

Total current assets

INVESTMENT IN JOINT VENTURE

PROPERTY AND EQUIPMENT, NET

OTHER ASSETS

OTHER INTANGIBLES, NET

TRADEMARKS, NET

GOODWILL

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES

Notes payable

Income taxes payable

Accounts payable

Accrued expenses

Total current liabilities

NOTES PAYABLE

DEFERRED INCOME TAXES, NET

DUE TO NONCONTROLLING SHAREHOLDER
CONTINGENT PURCHASE PRICE PAYABLE
OTHER NON-CURRENT LIABILITIES

TOTAL LIABILITIES

STOCKHOLDERS’ EQUITY

$ 16,454
162,563

406,246
4,586
10,318
36,011
636,178
46,016
31,858
14,018
75,137
54,153
$ 857,360

$ 122,092
195,549
37,851
355,492
19,518
19,235
3,203
5,711
14,257
417,416

$ 22,653

184,816

336,389
468
9,559
27,075
580,960
2,236
34,110
1,706
3,311
13,920
26,100
$ 662,343

$ 87,007
171,374
25,435
283,816
1,289
1,568
11,498
298,171

$ 27,360

178,216
280,929

10,285
19,795
516,585
40,816
10,053
13,860
76,062
60,396
$ 717,772

$ 65,000
12,181
104,037
51,998
233,216
19,778
14,442
2,275
5,787
13,034
288,532
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Preferred stock; 1,000,000 shares authorized; No shares issued and
outstanding
Common stock - $.01 par value; 80,000,000 shares authorized,;

20,889,322, 20,524,429 and 20,616,957 shares issued 210 205 206
Additional paid-in capital 179,834 165,749 171,132
Accumulated other comprehensive (loss) income 1,008 (51 ) 3,523
Retained earnings 263,289 202,076 258,437
Common stock held in treasury, at cost — 492,225 shares (3,899 ) (3,899 ) (3,899
Total G-III stockholders’ equity 440,442 364,080 429,399
Noncontrolling interest (498 ) 92 (159
Total stockholders’ equity 439,944 364,172 429,240

$ 857,360 $ 662,343 $ 717,772
The accompanying notes are an integral part of these statements.
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G-III APPAREL GROUP, LTD. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Three Months Ended July 31,

2013 2012
(Unaudited)
(In thousands, except per share amounts)
Net sales $ 304,158 $ 251,479
Cost of goods sold 204,739 176,636
Gross profit 99,419 74,843
Selling, general and administrative expenses 89,044 69,454
Depreciation and amortization 3,242 2,100
Operating profit 7,133 3,289
Equity loss in joint venture — 146
Interest and financing charges, net 1,750 1,034
Income before income taxes 5,383 2,109
Income tax expense 2,045 802
Net income 3,338 1,307
Add: Loss attributable to noncontrolling interest 254 55
Income attributable to G-III $ 3,592 $ 1,362
NET INCOME PER COMMON SHARE
Basic:
Net income per common share $ 0.18 $ 0.07
Weighted average number of shares outstanding 20,305 19,995
Diluted:
Net income per common share $ 0.17 $ 0.07
Weighted average number of shares outstanding 20,753 20,331
Net income attributable to G-1II $ 3,592 $ 1,362
Other comprehensive income (loss):
Foreign currency translation adjustments (136 ) (57 )
Other comprehensive income (loss) (136 ) (57 )
Comprehensive income $ 3,456 $ 1,305

The accompanying notes are an integral part of these statements.
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G-III APPAREL GROUP, LTD. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Six Months Ended July 31,
2013 2012
(Unaudited)
(In thousands, except per share amounts)
Net sales $ 576,773 $ 480,928
Cost of goods sold 384,961 337,395
Gross profit 191,812 143,533
Selling, general and administrative expenses 174,872 136,068
Depreciation and amortization 6,363 4,153
Operating profit 10,577 3,312
Equity loss in joint venture — 433
Interest and financing charges, net 3,528 2,138
Income before income taxes 7,049 741
Income tax expense 2,678 282
Net income 4,371 459
Add: Loss attributable to noncontrolling interest 339 55
Income attributable to G-1II $ 4,710 $ 514
NET INCOME PER COMMON SHARE
Basic:
Net income per common share $ 0.23 $ 0.03
Weighted average number of shares outstanding 20,234 19,928
Diluted:
Net income per common share $ 0.23 $ 0.03
Weighted average number of shares outstanding 20,686 20,334
Net income attributable to G-1II $ 4,710 $ 514
Other comprehensive loss:
Foreign currency translation adjustments (2,515 ) (55 )
Other comprehensive loss (2,515 ) (55 )
Comprehensive income $ 2,195 $ 459

The accompanying notes are an integral part of these statements.
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G-III APPAREL GROUP, LTD. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Six Months Ended July 31,
2013 2012
(Unaudited)
(In thousands)
Cash flows from operating activities
Net income $4,371 $459
Adjustments to reconcile net income to net cash used by operating activities:
Depreciation and amortization 6,363 4,153
Equity based compensation 4,107 2,964
Tax benefit from exercise/vesting of equity awards 4,550 1,054
Deferred financing charges 335 119
Equity loss in joint venture — 433
Changes in operating assets and liabilities:
Accounts receivable, net 15,569 (22,306 )
Inventories (125,439 ) (82,868 )
Income taxes, net (16,767 ) (6,680 )
Prepaid expenses and other current assets (16,225 ) (12,547 )
Other assets, net (12,554 ) (245 )
Accounts payable, accrued expenses and other liabilities 76,743 57,727
Net cash used in operating activities (58,947 ) (57,737 )
Cash flows from investing activities
Capital expenditures (10,680 ) (4,518 )
Net cash used in investing activities (10,680 ) (4,518 )
Cash flows from financing activities
Proceeds from notes payable, net 57,092 56,957
Proceeds from exercise of equity awards 760 269
Excess tax benefit from exercise/vesting of equity awards 2,957 1,362
Loss attributable to noncontrolling interest 339 1,715
Taxes paid for net share settlement (946 ) —
Net cash provided by financing activities 60,202 60,303
Effect of exchange rate changes (1,481 ) (55 )
Net decrease in cash and cash equivalents (10,906 ) (2,007 )
Cash and cash equivalents at beginning of period 27,360 24,660
Cash and cash equivalents at end of period $ 16,454 $22,653
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest $3,411 $1,902
Income taxes 14,874 4,438

The accompanying notes are an integral part of these statements.



Edgar Filing: G Il APPAREL GROUP LTD /DE/ - Form 10-Q



Edgar Filing: G [l APPAREL GROUP LTD /DE/ - Form 10-Q

Table of Contents

G-1III APPAREL GROUP, LTD. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Note 1 — Basis of Presentation

As used in these financial statements, the term “Company” or “G-1II" refers to G-III Apparel Group, Ltd. and its
subsidiaries. The Company designs, manufactures and markets an extensive range of apparel, including outerwear,
dresses, sportswear, swimwear, women’s suits and women’s performance wear, as well as luggage and women’s
handbags, small leather goods and cold weather accessories. The Company also operates retail stores.

The Company consolidates the accounts of all its wholly-owned and majority-owned subsidiaries. All material
intercompany balances and transactions have been eliminated. Vilebrequin, which was acquired in August 2012,
reports results on a calendar year basis rather than on the January 31 fiscal year basis used by the Company.
Accordingly, the results of Vilebrequin are and will be included in the financial statements for the quarter ended or
ending closest to the Company’s fiscal quarter. For example, in this Form 10-Q for the quarter ended July 31, 2013
Vilebrequin’s results are included for the three month period ended June 30, 2013.

The results for the three month and six month periods ended July 31, 2013 are not necessarily indicative of the results
expected for the entire fiscal year, given the seasonal nature of the Company’s business. The accompanying financial
statements included herein are unaudited. In the opinion of management, all adjustments (consisting of only normal
recurring adjustments) necessary for a fair presentation of the financial position, results of operations and cash flows
for the interim periods presented have been reflected.

Investments in entities that the Company does not control but has the ability to exercise significant influence are
accounted for using the equity method of accounting. Equity method investments are recorded initially at cost in the
Consolidated Balance Sheets. Those amounts are adjusted to recognize the Company’s proportional share of the
investee’s net income or loss after the date of the investment. In October 2012, the Company sold its interest in the
joint venture that operated outlet stores under the Vince Camuto name, which had been accounted for by the equity
method. During the first quarter of fiscal 2013, the Company entered into a joint venture, of which the Company owns
51%, to operate Calvin Klein Performance retail stores in mainland China and Hong Kong, and the Company
consolidates the accounts of this joint venture. The Company’s 2013 share of net income or loss of this investment is
included in the Consolidated Statements of Operations.

The accompanying financial statements should be read in conjunction with the financial statements and notes included
in the Company’s Annual Report on Form 10-K for the fiscal year ended January 31, 2013 filed with the Securities and
Exchange Commission.

Note 2 — Acquisition of Vilebrequin

In August 2012, the Company acquired all of the outstanding shares of Vilebrequin International SA, a Swiss
corporation (“Vilebrequin”) for aggregate consideration consisting of (i) €70.5 million (approximately $87.6 million) in
cash and (ii) €15.0 million (approximately $18.6 million) of unsecured promissory notes due December 31, 2017, with
interest payable at the rate of 5% per year. In addition to the aggregate consideration paid at closing, the purchase
agreement provides for contingent consideration of up to €22.5 million (approximately $27.9 million) based upon
achieving certain performance objectives related to the growth of the Vilebrequin business over the three years ending
December 31, 2015. At July 31, 2013, the estimated contingent consideration payable was $5.7 million. The dollar
equivalents to the amounts in Euro set forth in the notes to these Condensed Consolidated Financial Statements are
based on the exchange rate on the date of acquisition (€1.000 equal to USD $1.242).

10
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Vilebrequin is a premier provider of status swimwear, resort wear and related accessories. Vilebrequin sells its
products in over 50 countries around the world through a network of company owned and franchised specialty retail
stores and shops, as well as through select wholesale distribution.

The total consideration paid for Vilebrequin was approximately $111.7 million, including the estimated fair value of
the contingent consideration at the time of acquisition. The purchase price has been allocated to the tangible assets,
liabilities and identifiable intangible assets acquired based on their estimated fair values. The fair value of the
contingent consideration is estimated as of the acquisition date based on the present value of the expected contingent
payments, which are determined using weighted probabilities of possible payments. The allocation resulted in
goodwill and intangible assets in the aggregate amount of $95.6 million related to the acquisition of Vilebrequin.

11
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The following table (in thousands) summarizes the components of the purchase price allocation for the acquisition of
Vilebrequin:

Purchase price:

Cash paid $87,573
Notes issued 18,633
Fair value of contingent consideration 5,452
$111,658
Allocation:
Current assets $25,793
Property, plant and equipment 5,724
Identifiable intangible assets 68,847
Other non-current assets, net 15,274
Assumed liabilities (12,938)
Deferred income taxes (17,820)
Goodwill 26,778
$111,658

The fair values assigned to identifiable intangible assets acquired were based on assumptions and estimates made by
management using unobservable inputs reflecting the Company’s own assumptions about the inputs that market
participants would use in pricing the asset or liability based on the best information available. The fair values of these
identifiable intangible assets were determined using the discounted cash flow method, and the Company classifies
these intangibles as Level 3 fair value measurements. Identifiable intangible assets acquired include trademarks valued
at $58.7 million with an indefinite life, franchise agreements valued at $7.5 million with an estimated useful life of 14
years and customer relationships valued at $2.6 million with an estimated useful life of 8 years. The goodwill
represents the future economic benefits expected to arise that could not be individually identified and separately
recognized, including use of our existing infrastructure to expand sales of Vilebrequin products.

Note 3 — Inventories

Wholesale inventories are stated at the lower of cost (determined by the first-in, first out method) or market which
comprises a significant portion of the Company’s inventory. Retail inventories are valued at the lower of cost or market
as determined by the retail inventory method. Vilebrequin inventories are stated at the lower of cost (determined by

the weighted average method) or market. Inventories consist of:

July 31, July 31, January 31,
2013 2012 2013
(In thousands)
Finished goods $395,600 $326,420 $271,155
Raw materials and work-in-process 10,646 9,969 9,774
$406,246 $336,389 $280,929
Note 4 — Net Income per Common Share

Basic net income per common share has been computed using the weighted average number of common shares
outstanding during each period. Diluted net income per share, when applicable, is computed using the weighted

12
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average number of common shares and potential dilutive common shares, consisting of unvested restricted stock
awards and stock options, during the period. All share based payments outstanding that vest based on the achievement
of performance or market conditions, and for which the respective performance or market conditions have not been
achieved, have been excluded from the diluted per share calculation as their inclusion would be anti-dilutive. For the
six months ended July 31, 2013 and 2012, 272,365 and 245,297 shares of common stock, respectively, were issued in
connection with the exercise or vesting of equity awards.

13
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A reconciliation between basic and diluted net income per share is as follows:

Three Months Six Months Ended
Ended July 31
July 31, T

2013 2012 2013 2012
(In thousands, except per share

amounts)
Net income $3,592 $1,362 $4,710 $514
Basic net income per share:
Basic common shares 20,305 19,995 20,234 19,928
Basic net income per share $0.18  $0.07 $0.23  $0.03
Diluted net income per share:
Basic common shares 20,305 19,995 20,234 19,928
Restricted stock awards and stock options 448 336 452 406
Diluted common shares 20,753 20,331 20,686 20,334
Diluted net income per share $0.17  $0.07 $0.23  $0.03

Note 5 — Notes Payable

In August 2012, the Company entered into a new credit agreement with JPMorgan Chase Bank, N.A., as
Administrative Agent for a group of lenders. The credit agreement is a five year senior secured credit facility
providing for borrowings in the aggregate principal amount of up to $450 million. Amounts available under the credit
agreement are subject to borrowing base formulas and over advances as specified in the credit agreement. As of July
31, 2013, there was $135.3 million available under the credit agreement.

Borrowings bear interest, at the Company’s option, at LIBOR plus a margin of 1.5% to 2.0% or prime plus a margin of
0.5% to 1.0%, with the applicable margin determined based on availability under the credit agreement. The credit
agreement requires the Company to maintain a minimum fixed charge coverage ratio, as defined, under certain
circumstances and prohibits payments for cash dividends, stock redemptions and share repurchases until February
2014, after which such payments may be made subject to compliance with certain covenants. As of July 31, 2013, the
Company was in compliance with these covenants.

The credit agreement is secured by all of the assets of G-III Apparel Group, Ltd. and its subsidiaries, G-1II Leather
Fashions, Inc., Riviera Sun, Inc., CK Outerwear, LLC, Andrew & Suzanne Company Inc., AM Retail Group, Inc.,
G-III Apparel Canada ULC, G-III License Company, LLC and AM Apparel Holdings, Inc.

Amounts outstanding under the Company’s new credit agreement were $122.1 million at July 31, 2013 compared to
$87.0 million outstanding at July 31, 2012 under the Company’s prior financing agreement.

In August 2012, as part of the purchase price in connection with the Vilebrequin acquisition, the Company issued to
the seller €15.0 million (approximately $18.6 million using the exchange rate on the date of acquisition) principal
amount of unsecured promissory notes due December 31, 2017, with interest payable at the rate of 5% per year. The
promissory notes were recorded at stated value, which approximated fair value, on the date of issuance. The fair value
of these promissory notes approximated their carrying value at July 31, 2013.

14
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Note 6 — Segments

The Company’s reportable segments are business units that offer products through different channels of distribution

and are managed separately. The Company aggregates its operating divisions into three reportable segments; licensed

products, non-licensed products and retail operations. The Vilebrequin business acquired in August 2012, including
the retail operations conducted by Vilebrequin, is part of the non-licensed product segment. There is substantial
intersegment cooperation, cost allocations and sharing of assets between the licensed and non-licensed products
segments. As a result, the Company does not represent that these segments, if operated independently, would report
the operating results set forth in the table below. The following information, in thousands, is presented for the three

month and six month periods indicated below:

Three Months Ended July 31, 2013

Licensed Non-Licensed Retail

Net sales $202,454 $ 70,400
Cost of goods sold 147,689 45,887
Gross profit 54,765 24,513
Selling, general and administrative 48,495 19,964
Depreciation and amortization 575 1,875
Operating profit (loss) $5,695 $ 2,674

Elimination
(@)

$41,097 $(9,793 ) $304,158
20,950 (9,787 ) 204,739

Total

20,147 (6 ) 99,419

20,621 (36 ) 89,044

792 — 3,242
$(1,266) $ 30 $7,133

Three Months Ended July 31, 2012

Licensed Non-Licensed Retail

Net sales $178,419 $ 48,265
Cost of goods sold 131,712 35918
Gross profit 46,707 12,347
Selling, general and administrative 42,405 9,579
Depreciation and amortization 502 994
Operating profit (loss) $3,800 $ 1,774

Elimination
(@)

$32,914 $(8,119 ) $251,479
17,125 (8,119 ) 176,636

Total

15,789 — 74,843
17,470 — 69,454
604 — 2,100

$(2,285) $ — $3,289

Six Months Ended July 31, 2013

Licensed Non-Licensed Retail

Net sales $382,961 $ 131,089
Cost of goods sold 277,991 87,382
Gross profit 104,970 43,707
Selling, general and administrative 94,752 39,262
Depreciation and amortization 1,060 3,814
Operating profit $9,158  $631

Elimination
1)

$86,347 $(23,624 ) $576,773
43,160 (23,572 ) 384,961

Total

43,187 (52 ) 191,812

40,956 (98 ) 174,872

1,489 — 6,363
$742 $46 $10,577

16
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Six Months Ended July 31, 2012

Licensed Non-Licensed Retail Eilmmatlon Total
Net sales $335,373 $ 95,602 $69,050 $(19,097 ) $480,928
Cost of goods sold 248,375 71,601 36,516 (19,097 ) 337,395
Gross profit 86,998 24,001 32,534 — 143,533
Selling, general and administrative 81,918 19,676 34474 — 136,068
Depreciation and amortization 1,003 1,977 1,173 — 4,153
Operating profit (loss) $4,077 $ 2,348 $(3,113) $— $3.,312

(1)Represents intersegment sales to the Company’s retail operations.

10
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Included in finished goods inventory at July 31, 2013 are approximately $272.0 million, $66.9 million and $56.7
million of inventories for licensed products, non-licensed products and retail operations, respectively. Included in
finished goods inventory at July 31, 2012 are approximately $227.5 million, $57.9 million and $41.0 million of
inventories for licensed products, non-licensed products and retail operations, respectively. Substantially all other
assets are commingled.

Note 7 — Investment in Joint Venture

During the first quarter of fiscal 2013, the Company entered into a joint venture, of which it owns 51%, to operate
Calvin Klein Performance retail stores in mainland China and Hong Kong. The joint venture began operating retail
locations in major Chinese markets beginning in the third quarter of fiscal 2013. As the majority owner, the Company
consolidates the accounts of this joint venture in its financial statements and the results of operations are included in
the retail segment.

In October 2012, the Company sold back to the Camuto Group the Company’s 50% interest in the joint venture that
operated 11 outlet stores under the Vince Camuto name for an amount approximating its carrying cost. The Company’s
interest in this joint venture was accounted for by the equity method.

Note 8 — Recent Accounting Pronouncements

In February 2013, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update No.
2013-02 (ASU 2013-02), “Comprehensive Income (Topic 220): Reporting of Amounts Reclassified Out of
Accumulated Other Comprehensive Income.” ASU 2013-02 requires an entity to report the effect of significant
reclassifications out of accumulated other comprehensive income on the respective line items in net income if the
amount being reclassified is required to be reclassified in its entirety to net income. For other amounts that are not
required to be reclassified in their entirety to net income in the same reporting period, an entity is required to
cross-reference other disclosures that provide additional detail about those amounts. The amendments do not change
the current requirements for reporting net income or other comprehensive income in financial statements. For public
entities, the amendments are effective prospectively for reporting periods beginning after December 15, 2012. Early
adoption is permitted. The adoption of this pronouncement did not have a material impact on the Company’s results of
operations or financial position.

In March 2013, the FASB issued ASU 2013-04, which updated the guidance in ASC Topic 405, Liabilities. The
amendments in ASU 2013-04 generally provide guidance for the recognition, measurement, and disclosure of
obligations resulting from joint and several liability arrangements for which the total amount of the obligation within
the scope of this Update is fixed at the reporting date, except for obligations addressed within existing guidance in
GAAP. The guidance requires an entity to measure those obligations as the sum of the amount the reporting entity
agreed to pay on the basis of its arrangement among its co-obligors and any additional amount the reporting entity
expects to pay on behalf of its co-obligors. The guidance in ASU 2013-04 also requires an entity to disclose the nature
and amount of the obligation as well as other information about those obligations. This guidance will become
effective as of the beginning of the Company’s 2015 fiscal year. The adoption of this guidance is not expected to have
a material impact on the Company’s financial position or results of operations.

In March 2013, the FASB issued ASU 2013-05, “Foreign Currency Matters (Topic 830): Parent’s Accounting for the
Cumulative Translation Adjustment upon Derecognition of Certain Subsidiaries or Groups of Assets within a Foreign
Entity or of an Investment in a Foreign Entity” (“ASU 2013-05). ASU 2013-05 updates accounting guidance related to
the application of consolidation guidance and foreign currency matters. This guidance resolves the diversity in

practice about what guidance applies to the release of the cumulative translation adjustment into net income. This
guidance is effective for interim and annual periods beginning after December 15, 2013. The Company does not

18
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anticipate that these changes will have a material impact on its consolidated financial statements or disclosures.

In July 2013, the FASB issued ASU 2013-11, “Income Taxes (Topic 740): Presentation of an Unrecognized Tax
Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists” (“ASU
2013-11”). The amendments in ASU 2013-11 require companies to present an unrecognized tax benefit, or a portion
thereof, as a reduction to a deferred tax asset for a net operating loss carryforward, a similar tax loss or a tax credit
carryforward, unless the uncertain tax position is not available to reduce, or would not be used to reduce, the net
operating loss or tax credit carryforward under the tax law in the same jurisdiction; otherwise, the unrecognized tax
benefit should be presented as a gross liability and should not be combined with a deferred tax asset. ASU 2013-11 is
effective for annual periods beginning after December 15, 2013 and should be applied to all unrecognized tax benefits
that exist as of the effective date. Companies may choose to apply this guidance retrospectively to each prior reporting
period presented. The Company is currently evaluating the potential impact of this update.

Note 9 — Subsequent Events

The Company has considered subsequent events up to the filing date and does not believe there are any occurrences
that would have a material impact on the Company’s results of operations.
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Item 2.Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Unless the context otherwise requires, “G-III"", “us”, “we” and “our” refer to G-III Apparel Group, Ltd. and its subsidiaries.
References to fiscal years refer to the year ended or ending on January 31 of that year. For example, our fiscal year

ending January 31, 2014 is referred to as “fiscal 2014”. Vilebrequin reports results on a calendar year basis rather than

on the January 31 fiscal year basis used by G-III. Accordingly, the results of Vilebrequin are and will be included in

our financial statements for the quarter ended or ending closest to G-III's fiscal quarter. For example, in this Form

10-Q for the quarter ended July 31, 2013, Vilebrequin’s results are included from April 1, 2013 through June 30, 2013.

Various statements contained in this Form 10-Q, in future filings by us with the Securities and Exchange Commission

(the “SEC”), in our press releases and in oral statements made from time to time by us or on our behalf constitute
“forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.

Forward-looking statements are based on current expectations and are indicated by words or phrases such as

“anticipate,” “estimate,” “expect,” “will,” “project,” “we believe,” “is or remains optimistic,” “currently envisions,” ‘“forecasts,
similar words or phrases and involve known and unknown risks, uncertainties and other factors that may cause actual

results, performance or achievements to be materially different from the future results, performance or achievements
expressed in or implied by such forward-looking statements. Forward-looking statements also include representations

of our expectations or beliefs concerning future events that involve risks and uncertainties, including, but not limited

to:

29 ¢ LT3 29 ¢

our dependence on licensed product;

our dependence on the strategies and reputation of our licensors;

costs and uncertainties with respect to expansion of our product offerings;

the performance of our products at retail and customer acceptance of new products;

customer concentration;

risks of doing business abroad;

price, availability and quality of materials used in our products;

the need to protect our trademarks and other intellectual property;

risks relating to our retail business;
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risks relating to our acquisition of Vilebrequin;

dependence on existing management;

our ability to make strategic acquisitions and possible disruptions from acquisitions;

need for additional financing;

seasonal nature of our business;

our reliance on foreign manufacturers;

the need to successfully upgrade, maintain and secure our information systems;

the impact of the current economic and credit environment on us, our customers, suppliers and vendors;

the effects of competition in the markets in which we operate;

consolidation of our retail customers;

additional legislation and/or regulation in the U.S. or around the world;

our ability to import products in a timely and cost effective manner;

our ability to continue to maintain our reputation;
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fluctuations in the price of our common stock;

potential effect on the price of our common stock if actual results are worse than financial forecasts; and

the effect of regulations applicable to us as a U.S. public company.

These forward-looking statements are based largely on our expectations and judgments and are subject to a number of
risks and uncertainties, many of which are unforeseeable and beyond our control. A detailed discussion of significant
risk factors that have the potential to cause our actual results to differ materially from our expectations is described
under the heading “Risk Factors” in our Annual Report on Form 10-K for the year ended January 31, 2013. We
undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise, except as required by law.

13
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Overview

G-III designs, manufactures and markets an extensive range of apparel, including outerwear, dresses, sportswear,
swimwear, women’s suits and women’s performance wear, as well as luggage and women’s handbags, small leather
goods and cold weather accessories. We sell our products under our own proprietary brands, which include
Vilebrequin, Andrew Marc and Marc New York, licensed brands and private retail labels. G-III also operates retail
stores under the Wilsons Leather, Vilebrequin, Calvin Klein Performance and Andrew Marc names.

Our business is dependent on, among other things, retailer and consumer demand for our products. We believe that
economic uncertainty and a slowdown in the global macroeconomic environment continue to negatively impact the
level of consumer spending for discretionary items. The current uncertain economic environment has been
characterized by a decline in consumer discretionary spending that may affect retailers and sellers of consumer goods,
particularly those whose goods are viewed as discretionary purchases, such as fashion apparel and related products,
such as ours. We cannot predict the direction in which the current economic environment will move. Continued
uncertain macroeconomic conditions may have a negative impact on our results for fiscal 2014.

We operate in fashion markets that are intensely competitive. Our ability to continuously evaluate and respond to
changing consumer demands and tastes, across multiple market segments, distribution channels and geographies is
critical to our success. Although our portfolio of brands is aimed at diversifying our risks in this regard, misjudging
shifts in consumer preferences could have a negative effect on our business. Our success in the future will depend on
our ability to design products that are accepted in the marketplace, source the manufacture of our products on a
competitive basis, and continue to diversify our product portfolio and the markets we serve.

We aggregate our operating divisions into three reportable segments, licensed products, non-licensed products and
retail operations. The licensed products segment includes sales of products under brands licensed by us from third
parties. The non-licensed products segment includes sales of products under our own brands and private label brands,
as well as of the Vilebrequin business that we acquired in August 2012, including the retail operations conducted by
Vilebrequin. The retail operations segment consists almost entirely of our Wilsons retail stores, as well as a limited
number of Andrew Marc retail stores and Calvin Klein Performance stores.

14
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We have expanded our portfolio of proprietary and licensed brands through acquisitions and by entering into license
agreements for new brands or for additional products under previously licensed brands. Our acquisitions have helped
to broaden our product offerings, expand our ability to serve different tiers of distribution and add a retail component
to our business.

Our acquisitions are part of our strategy to expand our product offerings and increase the portfolio of proprietary and
licensed brands that we offer through different tiers of retail distribution and at a variety of price points.

The Vilebrequin business acquired last year provides us with a premier brand selling status products worldwide.
Vilebrequin is a well-known brand and we expect to add more company owned and franchised retail locations and
increase our wholesale distribution throughout the world, as well as develop the business beyond its heritage in men’s
swimwear, resort wear and related accessories. We recently launched sun tan lotion products and a capsule collection
of women swimwear and resort wear under the Vilebrequin brand.

The sale of licensed products is a key element of our strategy and we have continually expanded our offerings of
licensed products for the past 20 years. Most recently, in December 2012, we entered into a license agreement

covering a broad range of women’s apparel under the Ivanka Trump brand and, in April 2013, we entered into a license
agreement for Calvin Klein men’s and women’s swimwear that will become effective on December 1, 2013. We expect
to launch Ivanka Trump product in the fourth quarter of fiscal 2014 and begin shipping Calvin Klein swimwear for the
Spring 2014 season.

We believe that consumers prefer to buy brands they know, and we have continually sought licenses that would
increase the portfolio of name brands we can offer through different tiers of retail distribution, for a wide array of
products at a variety of price points. We believe that brand owners will look to consolidate the number of licensees
they engage to develop product and they will seek licensees with a successful track record of expanding brands into
new categories. It is our objective to continue to expand our product offerings and we are continually discussing new
licensing opportunities with brand owners.

Our retail operations segment consists almost entirely of our Wilsons retail store business. Substantially all of our
Wilsons stores are operated as outlet stores. We believe that operation of the Wilsons stores is part of our core
competency, as outerwear comprised approximately one-half of our net sales at Wilsons in fiscal 2013. As of July 31,
2013, we operated 146 Wilsons stores and 5 Andrew Marc stores.

In November 2011, we entered into a license agreement granting us the retail rights to distribute and market Calvin
Klein women’s performance apparel in the United States and China. We currently operate Calvin Klein Performance
stores in Scottsdale, Arizona and in San Francisco, California, and expect to open a third store in Las Vegas, Nevada
in September 2013. In March 2012, we entered into a joint venture agreement, with Finity Apparel Retail Limited to
open and operate Calvin Klein Performance retail stores in mainland China and Hong Kong. We currently operate
seven stores pursuant to this joint venture and plan to open approximately ten additional stores by the end of our
current fiscal year. We consolidate the results of operations of this joint venture, of which we own 51%, in our
financial statements.
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Trends

Significant trends that affect the apparel industry include increases in raw material, manufacturing and transportation
costs, the continued consolidation of retail chains and the desire on the part of retailers to consolidate vendors
supplying them.

Retailers are seeking to expand the differentiation of their offerings by devoting more resources to the development of
exclusive products, whether by focusing on their own private label products or on products produced exclusively for a
retailer by a national brand manufacturer. Retailers are placing more emphasis on building strong images for their
private label and exclusive merchandise. Exclusive brands are only made available to a specific retailer, and thus
customers loyal to their brands can only find them in the stores of that retailer.

A number of retailers are experiencing financial difficulties, which in some cases has resulted in bankruptcies,
liquidations and/or store closings. The financial difficulties of a retail customer of ours could result in reduced
business with that customer. We may also assume higher credit risk relating to receivables of a retail customer
experiencing financial difficulty that could result in higher reserves for doubtful accounts or increased write-offs of
accounts receivable. We attempt to lower credit risk from our customers by closely monitoring accounts receivable
balances and shipping levels, as well as the ongoing financial performance and credit standing of our customers.

We have attempted to respond to these trends by continuing to focus on selling products with recognized brand equity,
by attention to design, quality and value and by improving our sourcing capabilities. We have also responded by
making strategic acquisitions and entering into new license agreements that have added additional licensed and
proprietary brands and helped diversify our business by adding new product lines, additional distribution channels and
a retail component to our business. We believe that our broad distribution capabilities help us to respond to the various
shifts by consumers between distribution channels and that our operational capabilities will enable us to continue to be
a vendor of choice for our retail partners.

Results of Operations
Three months ended July 31, 2013 compared to three months ended July 31, 2012

Net sales for the three months ended July 31, 2013 increased to $304.2 million from $251.5 million in the same period
last year. Net sales of licensed products increased to $202.5 million from $178.4 million, primarily as a result of an
increase of $27.1 million in net sales of our licensed Calvin Klein products with the largest increases occurring in the
women’s suits and women’s sportswear categories. Net sales of non-licensed products in the three months ended

July 31, 2013 were $70.4 million compared to $48.3 million in the same period last year. The increase in net sales of
non-licensed products is primarily the result of net sales of $18.0 million by Vilebrequin, which was acquired in
August 2012. Net sales of our retail operations increased to $41.1 million for the three months ended July 31, 2013
from $32.9 million in the same period last year as a result of a comparative store sales increase of 13.7%, as well as an
increase in the number of stores.

Gross profit increased to $99.4 million, or 32.7% of net sales, for the three months ended July 31, 2013, from $74.8
million, or 29.8% of net sales, in the same period last year. The gross profit percentage in our licensed products
segment was 27.1% in the three months ended July 31, 2013 compared to 26.2% in the same period last year. The
gross profit percentage in our licensed products segment improved primarily due to a continued increase in
penetration of our Calvin Klein sportswear and women’s suits in higher margin department stores. The gross profit
percentage in our non-licensed products segment was 34.8% in the three month period ended July 31, 2013 compared
to 25.6% in the same period last year. This increase in gross profit percentage is primarily attributable to our
Vilebrequin business which operates with a higher gross margin than our other non-licensed businesses. The gross
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profit percentage for our retail operations segment was 49.0% for the three months ended July 31, 2013 compared to
48.0% for the comparable period last year. Gross profit percentage for the retail operations segment was positively
impacted by a higher margin product mix and less promotional activity.
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Selling, general and administrative expenses increased to $89.0 million in the three months ended July 31, 2013 from
$69.5 million in the same period last year. This increase is primarily a result of increases in personnel costs ($11.3
million), facility costs ($4.2 million) and third party warehousing ($1.3 million). Personnel costs increased primarily
as a result of the acquisition of Vilebrequin, as well as the expansion of our Calvin Klein product lines and an increase
in personnel to staff additional outlet stores in our retail division. Facility costs increased primarily as a result of costs
associated with our new Vilebrequin business and additional retail store leases. Third party warehousing costs
increased as a result of our increased shipping volume, as well as storage costs resulting from our higher inventory
levels compared to the same period last year.

Depreciation and amortization increased to $3.2 million in the three months ended July 31, 2013 from $2.1 million in
the same period last year primarily as a result of depreciation and amortization related to the acquisition of
Vilebrequin.

Equity loss in joint venture in the three months ended July 31, 2012 was $146,000. There was no comparable amount
for the three months ended July 31, 2013 due to the sale of the Company’s interest in the joint venture that operated
outlet stores under the Vince Camuto name to the Camuto Group in October 2012. The Company’s interest in this joint
venture was accounted for by the equity method.

Interest and financing charges, net for the three months ended July 31, 2013, were $1.8 million compared to $1.0
million for the same period last year. Our interest charges were higher because of higher average borrowings under
our credit facility during the quarter primarily due to funding higher inventory levels and additional borrowings to
fund our acquisition of Vilebrequin and interest related to the notes issued in connection with that acquisition.

Income tax expense for the three months ended July 31, 2013 was $2.0 million compared to $802,000 for the same
period last year. The effective tax rate was 38.0% for the three months ended July 31, 2013 and 2012.

Six months ended July 31, 2013 compared to six months ended July 31, 2012

Net sales for the six months ended July 31, 2013 increased to $576.8 million from $480.9 million in the same period
last year. Net sales of licensed products increased to $383.0 million from $335.4 million as a result of an increase of
$45.7 million in net sales of Calvin Klein licensed products primarily due to increases in net sales of women suits,
sportswear and handbags. Net sales of non-licensed products in the six months ended July 31, 2013 were $131.1
million compared to $95.6 million in the same period last year. The increase in net sales of non-licensed products is
primarily the result of net sales of $30.6 million by Vilebrequin. Net sales of our retail operations increased to $86.3
million for the six months ended July 31, 2013 from $69.1 million in the same period last year as a result of a
comparative store sales increase of 13.1%, as well as an increase in the number of stores.

Gross profit increased to $191.8 million, or 33.3% of net sales, for the six months ended July 31, 2013, from $143.5
million, 