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Safe Harbor Agreement

Thi i i f d l ki i hi h i f h P iThis presentation contains forward‐looking statements within the meaning of the Private 
Securities Litigation Reform Act of 1995 that involve risks and uncertainties. Such 
forward‐looking statements include information concerning our future financial 
performance, business strategy, plans, goals and objectives. Statements containing the 
words "anticipate," "believe," "could," "estimate," "expect," "intend," "may," "plan," 
"project," "should," or the negative of such terms or other similar expressions are 
generally forward‐looking in nature and not historical facts. Although we believe that the 
expectations, opinions, projections, and comments reflected in these forward‐looking 
statements are reasonable, we can give no assurance that such statements will prove to , g p
be correct. These risks are detailed in our SEC reports, including but not limited to, our 
Annual Report on Form 10‐K. You are cautioned not to place undue reliance on these 
forward‐looking statements which speak only as of the date of this presentation Exceptforward looking statements, which speak only as of the date of this presentation. Except 
as required by law, we are not obligated to publicly release any revisions or update to 
these forward‐looking statements to reflect events or circumstances after the date of this 
presentation to reflect the occurrence of unanticipated events
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presentation to reflect the occurrence of unanticipated events.



Who We Are

• Leading specialty retailer of branded consumer

Retail Credit

Leading specialty retailer of branded consumer 
home durables 
−Over 70 stores in Texas, Louisiana, Arizona, 
Oklahoma and New Mexico

• Strong financial momentum with significant 
growth opportunities

• Differentiated retail strategy
– Extensive selection of high‐dollar value, high‐
margin merchandise

Service

– Affordable credit to qualifying subprime 
customers

– Trained and commissioned sales associates

– Next day delivery, installation and service

• Large and growing core customer base
– Underserved credit constrained consumers
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Underserved, credit constrained consumers

– Many are unbanked



Third Quarter FY2014 Update

Third Quarter Highlights

• Net income increased $13.5 million to $26.2 million, or $0.71 per 
diluted share, after excluding charges

• Consolidated revenues totaled $310.9 million, up 50.6% from a 
year ago

• Same store sales increased 35 1%• Same store sales increased 35.1%

• Retail gross margin was 40.1% this quarter, expanding 460 basis 
points over the prior‐year period

Longer‐Term Goals

• Over 300 stores in the United States

• Furniture and mattress sales account for 35% of total product sales

• Retail gross margin of 40%
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• Retail gross margin of 40%



Conn’s Strong Value Proposition
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Good‐Better‐Best Offering of Leading Brands

Home  Consumer
Appliance Furniture Mattress Electronic Home Office
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…Underserved Consumer Credit Market

Where do customers go whenWhere do customers go when 
they can’t get credit?

Rent‐to‐Own stores 
with limited selection

Buy used or low priced 
new merchandise

Do without merchandise
with limited selection new merchandise

Shop at
6

Shop at



Large and Growing Core Customer Base

Our Core Customer

Consumers with FICO scores 
between 550 and 650

32% 33%

40.0% Credit Score as % of Portfolio

National Credit Score as % of Population

20% 19%20 0%

30.0%

8%
10% 10%

12%

16%16%

10%
10.0%

20.0%

2%
0.4% 0.1%

0.0%
501‐550 551‐600 601‐650 651‐700 701‐750 751‐800 801+

Conn’s credit score distribution based on October 31, 2013 portfolio balance
National credit score distribution as of October 2012
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Aspirational Purchase

• Below‐average income customer can purchase above‐average branded productsBelow average income customer can purchase above average, branded products

Credit Allows Aspirational Purchase

Market (1)

• Repeat Customers

Television Average Selling Price $1,069 $465

Credit Balances Credit Invoices

71% 53%

Approximately 54% of monthly payments are made in the stores
– Offers multiple selling opportunities and ability to improve selection awareness
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p g pp y p
Average selling prices based on 3Q FY14 sales and available market data
Repeat customer information as of and for 3Q FY14, for stores open more than 12 months
Payment information for 3Q FY14
(1) Source: NPD Group



Unique Market Position with Barriers to Entry 

• Retail offering and affordable credit to subprime borrowers provides unique niche
– Few direct competitors with similar credit offering
– Effective in urban markets with a high concentration of consumers with low disposable income g p
– Most effective in secondary markets that serve a large area from one location

• Conn’s has offered and managed in‐house financing to customers for over 45 years

• Substantial barriers to entry
– Lower returns than typical non‐bank lenders
Regulatory and cost obstacles for banks– Regulatory and cost obstacles for banks
– Retailers lack experience and capital
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G h SGrowth Strategy



Multiple Growth Drivers Support Sustainable Long‐Term 
Growth

Grow Store Base Expand Margins

Improve Credit 
Contribution

Drive Same 
Store Sales
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Early Stages of Store Base Expansion

• Long‐term potential for more 
than 300 Conn’s stores in the U S

• Store count growth
than 300 Conn s stores in the U.S.

• Consolidated underperforming stores

− Not capturing core customer base

− Opened 5 stores in FY13 – Albuquerque, El Paso, Fort 
Worth,  Tucson and  Waco

− Opened 8 stores in first 10 months of FY14 – Houston, 
Laredo, Las Cruces, Mesa, Phoenix, Scottsdale, Tempe,

− 16 stores closed since April 2011

− Retained large portion of business

Laredo, Las Cruces, Mesa, Phoenix, Scottsdale, Tempe, 
and Tulsa.  Will open a total of 13 stores in FY14

− Plan to open 15 to 20 stores in FY15

− Larger store format – 40k+ square feetg q

− New store sales exceed company average

Existing Locations 75

Expanding square footage ~20% to

~25% in FY14 (1)
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Planned New Stores
(1) Includes addition of square footage through new stores, remodels and relocations

Existing Locations ‐ 7525% in FY14 



Powerful New Store Model

Targeted Retail Store Statistics

$ in thousands, except per square foot

Average Total Sales $15,000

EBITDA $3,585

Targeted Retail Store Statistics

EBITDA Margin 23.9%

Average Retail Floor Space 40,000 sq. ft.

Sales per Square Foot $375

Build‐out Cost, Net of Tenant Allowance $850

Inventory, Net of Payables $150

Estimated Capital Investment for Average New Store

Inventory, Net of Payables $150

Net Capital Investment $1,000

Cash Payback ~6 Months

Cash on Cash Return 300%+

Estimated Capital Needed to Support Receivables

Est. Receivables Balance Generated by Full‐Year Sales $15,000
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Results based on stores with sales between $13 and $15 million during twelve months ended October 31, 2013



Update and Expand Existing Stores

• 22 store remodels completed 
through January 31, 2013
− Average increase in retail selling 

New Store Layout

space of ~25%
− Additional square footage largely 

devoted to furniture and mattress

• 7 store remodels and relocations 
completed to‐date in fiscal 2014, 
with 3 to 5 more planned

• Additional remodels and relocations 
planned for fiscal 2015

• Same store sales lift of 10‐15% after 
remodel
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Advertising Strategy Delivering Growth

Traditional 
Retailer Conn's

Product Product

& &

Price Price

&

 Available Funds 

Drives Drives

Call to Action Call to Action
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Advertising Strategy Delivering Growth
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Advertising Strategy Delivering Growth

Direct Mail Television

17

Digital



Providing Customers Additional Ways to Apply for Credit

FY 14 FY 13 % Change

Online via the Web 86,625         30,523   184%

3Q Application Volume

, ,

Telephone 9,523             1,459       553%

Mail‐in 10,727           ‐            n.m.

In Store 160,683       166,635 (4)%

267,558        198,617   35%
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Enhanced Merchandising and Internet Strategy Drive Sales

Drive Higher Average Selling Price Average Transaction Size
• Enhanced product offering

• Repositioned assortment to focus on higher 
price higher margin products

g

$1,465 
$1,500 

price, higher margin products

• Improving customer awareness of Conn’s 
credit

$1,220 

• Promoting and advertising larger ticket 
products

E‐Commerce Strategy Drives Credit Applications % of Sales from Online Credit Applications (1)

3Q FY12 3Q FY13 3Q FY14

17.8%

• Apply in privacy of home

• Credit decision delivered before shopping in 
store

2.5% 3.0% 3.6%

8.1% 8.2%

FY12 FY13 3Q FY14

• Drives traffic to the stores

• Mobile and Spanish‐language site design 
l h d Existing Customers New Customerslaunched

19
(1) % of sales generated by online credit applications based on purchases within 30‐days of application date using any payment method



Expand Retail Margins

• Grow market share in high‐margin furniture and mattress category

− Expand product assortment

− Increase floor space allocationp

− Promote and advertise

• Credit offering drives aspirational purchases

− Higher sales and margins in all categories

• Sales increase drives expanded purchasing power

• Focus on direct shipments from Asian furniture manufacturers• Focus on direct shipments from Asian furniture manufacturers
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Furniture and Mattresses Driving Sales and Margin Growth

• Provides opportunity for long‐term same store sales growth
− Market as big as television and appliance markets combined

• Highly fragmented retail and manufacturing environment
– Less susceptible to show‐rooming and cross‐shopping

Id l d f di d di ib i d l• Ideal product for credit and distribution model
• Drives higher average transaction size with higher gross margins 
• Increasing selling space, expanding product offering and improving sourcing

FY2011:
Retail GM 26.5% 

YTD FY2014:
Retail GM 39.6% 

Product Gross Profit Contribution

24%
6%5%

36%19%

1%
10%

Furniture & 
Mattress

28%
37%

34%

Furniture & 
Mattress

Mattress
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Furniture & Mattress Home Appliance Consumer Electronic Home Office Other



Furniture and Mattresses – Impact of New Stores

• Larger new stores allows display of entire assortment of furniture and mattresses
• Merchandising of products comparable to a furniture or mattress only store

• Living, bedroom and dining room
• Multiple color selections

R il fl d di d li l i h ffi d i• Retail floor space dedicated to appliances, electronics, home office  and mattresses is 
consistent in all Conn’s HomePlus stores, with the balance marketing furniture

11%

All Stores
Gross Profit  35% 

New Stores
Gross Profit 39% 

Q3 FY 14 Furniture and Mattress Sales

27%
9% 4%

29%

11%

3%

24%
36%

28%

27% Furniture & 
MattressFurniture & 

Mattress
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Furniture & Mattress Home Appliance Consumer Electronic Home Office Other



High‐Level of Customer Service 

Professional Trained and Commission‐based Sales Force

• Sales per associate rose 21% to $72,200 in 3Q FY14, from $59,600 in 3Q FY13

• New hires receive two weeks of initial training

Professional, Trained and Commission‐based Sales Force

• Monthly training and testing required for all associates 

• For new stores, associates receive additional sales‐floor training and mentoring in existing stores

9 % 9 % 9 %

100%

Sales Customer Satisfaction (1)

86%

92% 92%
94% 94% 94%

85%

90%

95%

75%

80%

85%

4Q FY12 3Q FY13 4Q FY13 1Q FY14 2Q FY14 3Q FY14

23
(1) Source: Company survey data



Strong Financial Momentum

FY 2010 FY 2011 FY 2012 FY 2013 YTD FY14

14.2% 

23.7% 

Sa
le
s %

FY 2010 FY 2011 FY 2012 FY 2013 YTD FY14

2.8% 

m
e 
St
or
e 
S

(13.8%)
(9.6%)Sa

FY 2010 FY 2011 FY 2012 FY 2013 YTD FY14

35.2% 

39.6% 

G
M
 %

25.2% 
26.5% 

28.7% 

Re
ta
il 
G

Retail gross margin includes product sales and repair service agreement (“RSA”) commissions
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C di O iCredit Overview



Providing Credit for a Wide Range of Consumers

3Q FY14: 
12% of Sales

3Q FY14: 80% of Sales

• Prime Cutoff Score 630‐650

• Average Credit Score of

re

• Average Credit Score of 
Applications Received 598

• Average Credit Score of 
Sales Financed 599

Cr
ed

it 
Sc
or

3Q FY14:

• Average Income of 
Applications Received $40,400

• Average CustomerC 3% of Sales
• Average Customer 

Income for Sales Financed $41,000

• Highly diverse ethnic mix

• Originations to customer with limited 
access to revolving credit and limited 
disposable income
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Credit scores exclude non‐scored accounts



Differentiated, Sustainable Proprietary Credit Product

• Over 45 years offering in‐house credit provides solid foundation for underwriting y g p g
decisions

− Proven through multiple business cycles and recent deep recession

• Credit decisions made independent of retail operations

• Credit offering is a simple installment contract

• Security interest, credit insurance and repair service agreements reduce risk of 
non‐payment

• Consumer receivables are secured by the long‐lived products that customers 
consider integral to their everyday lives
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Credit Portfolio Trends

25%

20%

25%

10%

15%

5%

10%

0%

Re‐aging 60‐day delinquency Net charge‐offs
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Improve Credit Contribution

• Deliver higher interest yield 

• Increase the balance of interest earning assets in the portfolio

− Improve application process to increase completed transactionsImprove application process to increase completed transactions

• Maintain profitable underwriting standards and provide payment solutions for 
every qualified customer
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Financial ReviewFinancial Review



Q3 Results and Earnings Guidance

Revenue ($ in mm) and SSS% Revised FY 2014 Full‐Year GuidanceRevenue ($ in mm) and SSS%  Revised FY 2014 Full Year Guidance

Same Store Sales: 22% to 25%

New Store Openings: 13$614.7

$832.6

$587$589$591$593$594 $596 $598 $600 $601 $603 $605 $607 $608 $610 $612 $614 $615 $617 $619 $621 $622 $624 $626 $628 $629 $631 $633 $635 $636 $638 $640 $642 $643 $645 $647 $649 $650 $652 $654 $656 $657 $659 $661 $663 $664 $666 $668 $670 $671 $673 $675 $677 $678 $680 $682 $684 $685 $687 $689 $691 $692 $694 $696 $698 $699 $701 $703 $705 $706 $708 $710 $712 $713 $715 $717 $719 $720 $722 $724 $726 $727 $729 $731 $733 $734 $736 $738 $740 $741 $743 $745 $747 $748 $750 $752 $754 $755 $757 $759 $761 $762 $764 $766 $768 $769 $771 $773 $775 $776 $778 $780 $782 $783 $785 $787 $789 $790 $792 $794 $796 $797 $799 $801 $803 $804 $806 $808 $810 $811 $813 $815 $817 $818 $820 $822 $824 $825 $827 $829 $831 $832 $834 $836 $838 $839 $841 $843 $845 $846 $848 $850 $852 $853 $855 $857 $858 $860 $862 $864 $865 $867 $869 $871 $872 $874 

23 7%
Retail Gross Margin: 39.3% to 39.8%

Provision for Bad Debt as % of 
Average Portfolio Balance: 9.4% to 9.7%

$0 $2 $3 $5 $7 $9 $10 $12 $14 $16 $17 $19 $21 $23 $24 $26 $28 $30 $31 $33 $35 $37 $38 $40 $42 $44 $45 $47 $49 $51 $52 $54 $56 $58 $59 $61 $63 $65 $66 $68 $70 $72 $73 $75 $77 $79 $80 $82 $84 $86 $87 $89 $91 $93 $94 $96 $98 $100 $101 $103 $105 $107 $108 $110 $112 $114 $115 $117 $119 $121 $122 $124 $126 $128 $129 $131 $133 $135 $136 $138 $140 $142 $143 $145 $147 $149 $150 $152 $154 $156 $157 $159 $161 $163 $164 $166 $168 $170 $171 $173 $175 $177 $178 $180 $182 $184 $185 $187 $189 $191 $192 $194 $196 $198 $199 $201 $203 $205 $206 $208 $210 $212 $213 $215 $217 $219 $220 $222 $224 $226 $227 $229 $231 $233 $234 $236 $238 $240 $241 $243 $245 $247 $248 $250 $252 $254 $255 $257 $259 $261 $262 $264 $266 $268 $269 $271 $273 $275 $276 $278 $280 $282 $283 $285 $287 $288 $290 $292 $294 $295 $297 $299 $301 $302 $304 $306 $308 $309 $311 $313 $315 $316 $318 $320 $322 $323 $325 $327 $329 $330 $332 $334 $336 $337 $339 $341 $343 $344 $346 $348 $350 $351 $353 $355 $357 $358 $360 $362 $364 $365 $367 $369 $371 $372 $374 $376 $378 $379 $381 $383 $385 $386 $388 $390 $392 $393 $395 $397 $399 $400 $402 $404 $406 $407 $409 $411 $413 $414 $416 $418 $420 $421 $423 $425 $427 $428 $430 $432 $434 $435 $437 $439 $441 $442 $444 $446 $448 $449 $451 $453 $455 $456 $458 $460 $462 $463 $465 $467 $469 $470 $472 $474 $476 $477 $479 $481 $483 $484 $486 $488 $490 $491 $493 $495 $497 $498 $500 $502 $504 $505 $507 $509 $511 $512 $514 $516 $518 $519 $521 $523 $525 $526 $528 $530 $532 $533 $535 $537 $539 $540 $542 $544 $546 $547 $549 $551 $553 $554 $556 $558 $560 $561 $563 $565 $567 $568 $570 $572 $573 $575 $577 $579 $580 $582 $584 $586 $587 $589 $591 $593 $

YTD FY13 YTD FY14

17.3%
23.7%

Net Income ($ in mm)

Earnings Per Share (as adjusted): $2.75 to $2.80YTD FY13 YTD FY14

FY 2015 Full‐Year Guidance Initiated

$34.9 

$65.7  Same Store Sales: 7% to 12%

New Store Openings: 15 to 20

Retail Gross Margin: 39 0% to 40 0%

YTD FY13 YTD FY14

Retail Gross Margin: 39.0% to 40.0%

Provision for Bad Debt as % of 
Average Portfolio Balance: 8.0% to 9.0%

Earnings Per Share: $3.80 to $4.00
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Earnings Per Share: $3.80 to $4.00



Consolidated Financial Summary

T t l R (1) ($ i ) O ti M i % (1)Total Revenue (1) ($ in mm) Operating Margin % (1)

$808.8  $792.3 
$865.0 

$614.7 

$832.6 
11.6% 11.2%

13.7%

$

4.1% 3.7%

Operating Income (1) ($ in mm) Net Income (1) ($ in mm)

FY11 FY12 FY13 YTD FY13 YTD FY14
FY11 FY12 FY13 YTD FY13 YTD FY14

$52.6 

$34.9 

$65.7 
$100.5 

$68.9 

$113.9 

($1.1) ($3 7)

$32.8  $29.7 

($1.1) ($3.7)
FY11 FY12 FY13 YTD FY13 YTD FY14
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FY11 FY12 FY13 YTD FY13 YTD FY14

(1) As reported, including charges. See exhibit 1 for summary of charges



Retail + Credit Financial Summary

R t il S t R ($ i ) C dit S t R (1) ($ i )Retail Segment Revenue ($ in mm) Credit Segment Revenue (1) ($ in mm)

$663.6  $655.0 
$715.5 

$506 8

$691.3  $145.2  $137.3 
$149.5 

$107.9 

$141.4 

$506.8 

Retail Segment Operating Income (1) ($ in mm) Credit Segment Operating Income (1) ($ in mm)

FY11 FY12 FY13 YTD FY13 YTD FY14
FY11 FY12 FY13 YTD FY13 YTD FY14

$30.6 
$27.0 

$46.4 

$33.3 
$29.7 $54.1 

$84.2 

$2.2  $2.7 

$35.6 
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FY11 FY12 FY13 YTD FY13 YTD FY14

(1) As reported, including charges. See exhibit 1 for summary of charges

FY11 FY12 FY13 YTD FY13 YTD FY14



Considerable Access to Capital

Total Debt to Stockholders’ Equityq y

1.1x
0.9x

0.6x 0.6x
0.8x

Jan 31 2011 Jan 31 2012 Jan 31 2013 Jul 31 2013 Oct 31 2013

Ample Borrowing Capacity ($ in mm)

Jan 31, 2011 Jan 31, 2012 Jan 31, 2013 Jul 31, 2013 Oct 31, 2013

$278.2 $249.7

$427.4 

$75.7 $79.1
$209.4 $225.2 $231.1$93.8 

$135.4

Jan 31, 2011 Jan 31, 2012 Jan 31, 2013  Jul 31, 2013 Oct 31, 2013
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, , , , ,
ProForma

Borrowing Capacity Available Liquidity
(1) Adjusted to reflect November 2013 amendment to Revolving Credit Facility increasing borrowing capacity $265 million to $850 million. 
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Summary of Charges – By Period
Exhibit 1

Charges by Classification and Segment ($ in mm) FY11 FY12 FY13 YTD FY13 YTD FY14

Credit Segment Revenues:
TDR accounting implementation ‐$          (1.0)$            ‐$          ‐$          ‐$         
   Effect on Credit Segment Revenues ‐              (1.0)              ‐              ‐              ‐             

R t il S t ERetail Segment Expenses:
Relocation costs ‐               ‐                  1.2             0.6             ‐              
Inventory reserve 1.7             4.7                ‐               ‐               ‐              
Severance costs ‐               0.4                0.1             ‐               ‐              
Cost related to facility closures 2.3             8.4                1.2             ‐               2.8            
Impairment of long‐lived assets ‐             0.7               ‐             ‐             ‐            
Impairment of goodwill ‐               ‐                  ‐               ‐               ‐              
   Effect on Retail Segment Operating Income (4.0)           (14.2)           (2.5)           (0.6)           (2.8)          

Credit Segment Expenses:
TDR accounting implementation ‐               13.1             ‐               ‐               ‐              
Severance costs ‐               0.4                0.5             ‐               ‐              
   Effect on Credit Segment Operating Income ‐              (14.5)           (0.5)           ‐              ‐             

   Effect on Operating Income ‐ Consolidated (4.0)         (28.7)          (3.0)         (0.6)         (2.8)        p g ( ) ( ) ( ) ( ) ( )

Loss from early extinguishment of debt ‐               11.1             0.9             0.8             ‐              
Financing facilities terminated 4.3             ‐                  ‐               ‐               ‐              
Tax effect of charges (2.9)           (14.0)            (1.4)           (0.5)           (1.0)          
Effect on Net Income (5 4)$ (25 8)$ (2 5)$ (0 9)$ (1 8)$
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   Effect on Net Income (5.4)$       (25.8)$         (2.5)$       (0.9)$       (1.8)$      
Effect on Operating Margins (0.5)% (3.6)% (0.3)% (0.1)% (0.2)%



Impact of Originations on Credit Segment Performance
Exhibit 2

The following provides a summary of the estimated income statement impact of the origination of a single
$2,000 installment loan over two quarters. The analysis assumes an annual interest rate of 21%, a term of 24

Q1 Q2
Beginning principal balance $ 1 932$

$2,000 installment loan over two quarters. The analysis assumes an annual interest rate of 21%, a term of 24
months and an origination date of March 31.

Beginning principal balance ‐$       1,932$   

March 31 loan origination 2,000      ‐          

Principal payments (68)           (211)       

Results from 
annualizing a full‐year 
provision amount.

Ending principal balance 1,932$    1,721$   

Interest income 35$          98$         

Estimated origination costs 11          ‐          

Bad debt provision estimate (a) 35          ‐          

Operating income (loss) (11)$ 98$Operating income (loss) (11)$       98$        

Average principal balance 983$       1,827$   

Annualized provision rate 14% 0%
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(a)  Twelve months of expected losses provided in the month a loan originates.  Assumes loan remains current over the periods.  



Fiscal 2012 & 2013 Static Loss by Quarter of Origination
Exhibit 3

Period of  Originations ⁱ Cumulative Net  % of Balance  Balance 
Origination Originations ⁱ Charge‐off  Remaining Outstanding ⁱ
FY2012
Q1 $128.6 5.3% 5.3% $6.8
Q2 $134.2 4.7% 8.2% $11.0
Q3 $144 3 4 9% 11 8% $16 9Q3 $144.3 4.9% 11.8% $16.9
Q4 $191.9 4.7% 15.7% $30.2

Totals $599.0 4.9% 10.8% $64.9

FY2013
Q1 $164.2 4.7% 23.0% $37.8
Q2 $179.3 3.8% 28.0% $50.2
Q3 $173.1 2.9% 36.5% $63.0
Q4 $218.8 2.5% 50.0% $109.4

T t l $735 4 3 4% 35 4% $260 4Totals $735.4 3.4% 35.4% $260.4

ⁱ in millions

‐ The static loss analysis presents the percentage of balances charged off, based on the period the credit account was originated. The percentage computed is 
calculated by dividing the cumulative net amount charged off since origination by the original balance of accounts originated during the applicable period. The net 
charge‐off was determined by estimating, on a pro rata basis, the amount of the recoveries received during a period that were allocable to the charge‐offs of each 
origination period. 

The origination amount includes sales taxes and other amounts that are not included in retail net sales
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‐ The origination amount includes sales taxes and other amounts that are not included in retail net sales.


