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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)

x Annual report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934
For the fiscal year ended January 31, 2014

-OR-

¨ Transition report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to                      to                     .

Commission File Number: 001-09769
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Delaware 36-2512786
(State or Other Jurisdiction of
Incorporation of Organization)

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

1 Lands� End Lane

Dodgeville, Wisconsin 53595
(Address of Principal Executive Offices) (Zip Code)

Issuer�s Telephone Number, Including Area Code: (608) 935-9341

Securities registered under Section 12(b) of the Exchange Act:

Title of each class: Name of each exchange on which registered:
Common stock, par value $0.01 per share The NASDAQ Capital Market

Securities registered under Section 12(g) of the Exchange Act:

None

(Title of Class)

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.    YES  ¨    NO  x

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or 15(d) of the Exchange
Act.    YES  ¨    NO  x

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days.    YES  ¨    NO  x

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

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein and will not be contained, to the best of the Registrant�s knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  x

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
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filer. See definition of �accelerated filer� and �large accelerated filer� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer x  Smaller Reporting Company ¨
Indicate by check mark whether the Registrant is a shell company.    YES  ¨    NO  x

On the last business day of the Registrant�s most recently completed second fiscal quarter the registrant was a wholly
owned subsidiary of Sears Holdings Corporation (�Sears Holdings�), and on that date none of the Registrant�s common
stock was held by non-affiliates.

As of March 25, 2014, the registrant had 31,956,521 shares of common stock, $0.01 par value, outstanding.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

Certain statements made in this Annual Report on Form 10-K contain forward-looking statements. Forward-looking
statements are subject to risks and uncertainties that may cause our actual results, performance or achievements to be
materially different from any future results, performance or achievements expressed or implied by these
forward-looking statements. Forward-looking statements include without limitation information concerning our future
financial performance, business strategy, plans, goals and objectives.

Statements preceded or followed by, or that otherwise include, the words �believes,� �expects,� �anticipates,� �intends,�
�project,� �estimates,� �plans,� �forecast,� �is likely to� and similar expressions or future or conditional verbs such as �will,� �may,�
�would,� �should� and �could� are generally forward-looking in nature and not historical facts. Such statements are based
upon the current beliefs and expectations of our management and are subject to significant risks and uncertainties.
Actual results may differ materially from those set forth in the forward-looking statements.

The following factors, among others, could cause our actual results, performance, and achievements to differ from
those described in the forward-looking statements: our ability to offer merchandise and services that customers want
to purchase; changes in customer preference for our branded merchandise; customers� use of our digital platform,
including our e-commerce websites, and response to direct mail catalogs and digital marketing; the success of our
overall marketing strategies, including our maintenance of a robust customer list; our dependence on information
technology and a failure of information technology systems, including with respect to our e-commerce operations, or
an inability to upgrade or adapt our systems; fluctuations and increases in the costs of raw materials; impairment of
our relationships with our vendors; our failure to maintain the security of customer, employee or company
information; our failure to compete effectively in the apparel industry; the performance of our �store within a store�
business model; if Sears, Roebuck and Co. (�Sears Roebuck�) sells or disposes of its retail stores or if its retail business
does not attract customers or does not adequately promote the Lands� End Shops at Sears; legal, regulatory, economic
and political risks associated with international trade and those markets in which we conduct business and source our
merchandise; our failure to protect or preserve the image of our brands and our intellectual property rights; increases
in postage, paper and printing costs; failure by third parties who provide us with services in connection with certain
aspects of our business to perform their obligations; our failure to timely and effectively obtain shipments of products
from our vendors and deliver merchandise to our customers; reliance on promotions and markdowns to encourage
consumer purchases; our failure to efficiently manage inventory levels; unseasonal or severe weather conditions; the
seasonal nature of our business; the adverse effect on our reputation if our independent vendors do not use ethical
business practices or comply with applicable laws and regulations; assessments for additional state taxes; our exposure
to periodic litigation and other regulatory proceedings, including with respect to product liability claims; incurrence of
charges due to impairment of goodwill, other intangible assets and long-lived assets; our failure to retain our executive
management team and to attract qualified new personnel; the impact on our business of adverse worldwide economic
and market conditions, including economic factors that negatively impact consumer spending on discretionary items;
the inability of our past performance generally, as reflected on our historical financial statements, to be indicative of
our future performance; the impact of increased costs due to a decrease in our purchasing power following the
separation and other losses of benefits associated with being a subsidiary of Sears Holdings; the failure of Sears
Holdings or its subsidiaries to perform under various transaction agreements that will be executed in connection with
the spin-off or our failure to have necessary systems and services in place when certain of the transaction agreements
expire; our agreements related to the spin-off and our continuing relationship with Sears Holdings were negotiated
while we were a subsidiary of Sears Holdings and we may have received better terms from an unaffiliated third party;
potential indemnification liabilities to Sears Holdings pursuant to the separation and distribution agreement; our
inability to engage in certain corporate transactions after the spin-off; the ability of our principal shareholders to exert
substantial influence over us; our difficulty in operating as a separate entity following the spin-off; our failure to
achieve some or all of the expected benefits of the spin-off, and adverse effects of the spin-off on our business;
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potential liabilities under fraudulent conveyance and transfer laws and legal capital requirements; uncertainty relating
to the development and continuation of an active trading market
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for our common stock; declines in our stock price due to the eligibility of a number of our shares of common stock for
future sale; our inability to pay dividends; and increases in our expenses and administrative burden in relation to
becoming a public company, in particular to bring us into compliance with certain provisions of the Sarbanes-Oxley
Act of 2002.

The foregoing factors should not be understood as exhaustive and should be read in conjunction with the other
cautionary statements, including the �Risk Factors,� that are included in this Annual Report on Form 10-K and in our
other filings with the SEC and our other public announcements. While we believe that our forecasts and assumptions
are reasonable, we caution that actual results may differ materially. If one or more of these or other risks or
uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual results may vary materially
from what we projected. Consequently, actual events and results may vary significantly from those included in or
contemplated or implied by our forward-looking statements. The forward-looking statements included in this Annual
Report on Form 10-K are made only as of the date of this Annual Report on Form 10-K, and we undertake no
obligation to publicly update or review any forward-looking statement made by us or on our behalf, whether as a
result of new information, future developments, subsequent events or circumstances or otherwise.

4
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PART I

ITEM 1. BUSINESS

Except as otherwise indicated or unless the context otherwise requires, references in this Annual Report on Form 10-K
to �Lands� End,� �we,� �us,� �our,� �our company� and �the Company� refer to Lands� End, Inc., a Delaware corporation, and its
consolidated subsidiaries and predecessors, and references in this Annual Report on Form 10-K to �Sears Holdings� and
�Sears Holdings Corporation� refer to Sears Holdings Corporation, a Delaware corporation, and its consolidated
subsidiaries (other than, for all periods following the spin-off, Lands� End). References in this Annual Report on Form
10-K to Lands� End�s historical assets, liabilities, products, businesses or activities are generally intended to refer to the
historical assets, liabilities, products, businesses or activities of the Lands� End business as conducted by Sears
Holdings and its subsidiaries prior to the spin-off. References in this Annual Report on Form 10-K to �ESL� refer to
ESL Investments, Inc. and its affiliated persons. References in this Annual Report on Form 10-K to the �separation�
refer to the separation of the Lands� End business from the rest of the Sears Holdings businesses; references to the
�distribution� refer to the distribution of Lands� End common stock to Sears Holdings stockholders; and references to the
�spin-off� refer to the separation and the distribution. Unless the context otherwise requires, references in this Annual
Report on Form 10-K to years refer to fiscal years rather than calendar years. Lands� End�s fiscal year consists of 52�53
weeks, ending on the Friday preceding the Saturday closest to January 31. Unless otherwise specified, operating
results and executive compensation data are reported on a fiscal basis.

On March 14, 2014, the Sears Holdings board of directors approved the distribution of the issued and outstanding
shares of Lands� End common stock on the basis of 0.300795 shares of Lands� End common stock for each share of
Sears Holdings common stock held on March 24, 2014, the record date for the distribution (the �record date�).

Following the spin-off, we will operate as a separate, publicly traded company. The spin-off is subject to a number of
conditions as described in our previously filed Registration Statement on Form 10, as amended. We expect to
complete the spin-off on April 4, 2014; however, we cannot assure you that the spin-off will be completed on the
anticipated timeline, or at all, or that the terms of the spin-off will not change.

Lands� End is a leading multi-channel retailer of casual clothing, accessories and footwear, as well as home products.
We offer products through catalogs, online at www.landsend.com and affiliated specialty and international websites,
and through retail locations, primarily at Lands� End Shops at Sears and standalone Lands� End Inlet stores. We are a
classic American lifestyle brand with a passion for quality, legendary service and real value, and we seek to deliver
timeless style for men, women, kids and the home. Lands� End was founded over 50 years ago in Chicago by Gary
Comer and his partners to sell sailboat hardware and equipment by catalog. While our product focus has shifted
significantly over the years, we have continued to adhere to our founder�s motto as one of our guiding principles: �Take
care of the customer, take care of the employee and the rest will take care of itself.�

In 2013, we generated revenue of approximately $1.6 billion. Our revenues are generated worldwide through an
international, multi-channel network in the United States, Canada, United Kingdom, Germany, France, Austria and
Japan. This network reinforces and supports sales across the multiple channels in which we do business. In 2013, sales
outside the United States totaled approximately $273.5 million, or 17.5% of revenue.

We operate in two reportable segments, Direct (sold through e-commerce websites and direct-mail catalogs, which in
2013 comprised approximately 83% of our revenue, or $1.3 billion) and Retail (sold through stores, which in 2013
comprised approximately 17% of our revenue, or $258.9 million), and we offer merchandise that includes men�s,
women�s and kids� apparel, outerwear and swimwear; specialty apparel; accessories; footwear; and home products.
Historically, catalogs have been our primary source of sales. Over time, we have expanded our Direct sales through

Edgar Filing: LANDS END INC - Form 10-K

Table of Contents 9



the Internet and created a Retail segment to bring the Lands� End catalog to life. Online sales represented
approximately 80% of our U.S. consumer revenue in 2013, up from approximately 20% in 2002. In addition, Lands�
End Business Outfitters offers business casual apparel and an extensive variety of
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promotional products that can be embroidered to enhance a partner company�s image. Lastly, the Lands� End School
Uniform business provides high-quality school uniforms and school-appropriate clothing designed to meet dress-code
requirements.

Lands� End was founded in Chicago by Gary Comer in 1963. Lands� End, Inc. was incorporated in Delaware in 1986
and in June 2002 was acquired by Sears Roebuck, a company that is now a wholly owned subsidiary of Sears
Holdings. Lands� End currently anticipates that Sears Holdings will distribute all of the outstanding shares of Lands�
End common stock on a pro rata basis to Sears Holdings stockholders as of March 24, 2014, with the distribution
expected to occur on or about April 4, 2014. Following the spin-off, Lands� End will be a publicly traded company
independent from Sears Holdings, and Sears Holdings will not retain any Lands� End common stock. The address of
our principal executive offices is 1 Lands� End Lane, Dodgeville, Wisconsin 53595. Our telephone number is
(608) 935-9341.

We believe that Lands� End has a deeply rooted tradition of offering excellent quality, value and service along with the
Lands� End guarantee, and we seek to reflect that tradition in all of our merchandise. Any item associated with our
name falls under our unconditional return policy of Guaranteed. Period.® The Lands� End guarantee reads: �If you�re not
satisfied with any item, simply return it to us at any time for an exchange or refund of its purchase price.�

Our Strengths

Gary Comer founded Lands� End on certain principles of doing business that are embodied in our promise to deliver
great quality, exceptional value and uncompromising service to our customers. These core principles of quality, value
and service are the foundation of the competitive advantages that we believe distinguish us from our competitors,
including:

Large, loyal customer base. We believe that a principal factor in our success to date has been the development of our
list of existing and prospective households, many of whom were identified by their responses to our advertising. We
routinely update and refine our customer list prior to individual catalog and email mailings and monitor customer
interest in our offerings as reflected by criteria such as the timing and frequency of purchases and the dollar amount of
and types of products purchased. We believe our customer list has desirable demographic characteristics for current
performance and future growth and is well-suited to the range of products offered by us. We believe our customer
base consists primarily of affluent, college-educated, professional and style-conscious women and men. In 2013, the
average annual household income of our customers was approximately $103,000 and approximately 44% of our
customers were within the 36�55 age group, according to an analysis of our customer file prepared by our third-party
consumer information provider using its proprietary demographic, behavioral, lifestyle, financial and home attribute
databases.

Innovative yet timeless products. We seek to develop new, innovative products for our customers by utilizing modern
fabrics and quality construction to create timeless, affordable styles with consistently excellent fits. We also seek to
present our products in an engaging and inspiring way. We believe that our typical customers value quality, seek good
value for their money and are looking to add classics to their wardrobe while also placing an emphasis on being
fashionable. From a design and merchandising perspective, we seek to balance our product offerings to provide the
right combination of classic styles alongside modern touches that are consistent with current trends. We believe that
we have had success adding relevant, timeless items into our product assortment, many of which have become
customer favorites. We devote significant time and resources to quality assurance and product compliance. Our
in-house team manages all product specifications and seeks to ensure brand integrity by providing our customers with
the consistent, high-quality merchandise for which Lands� End is known. We are a vertically integrated retailer that
manages all aspects of our design, marketing and distribution in-house, which provides us with maximum control over
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the promotion and sale of our products.

Excellent customer service. We are firmly committed to building on Lands� End�s legacy of strong customer service.
We believe that we have a strong track record of improving the customer service experience through innovation. We
believe that we were the first apparel retailer to offer shoppers a toll-free number and the
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first apparel retailer to have an e-commerce-enabled website, which we launched in 1995. We believe that we have
been at the forefront of many online innovations in our industry, such as online chat and personalization features.
Today, Lands� End is focused on making the shopping experience as easy and personalized as possible, regardless of
whether our customers shop online, by phone or in one of our Lands� End Shops at Sears. Our operations, including
prompt order fulfillment, responsiveness to our customers� requests and our unconditional return policy of Guaranteed.
Period.®, have contributed to our award-winning customer service, which we believe is one of our core strengths and a
key point of differentiation from our competitors. Lands� End is often recognized in the industry for outstanding
customer service; for example, beginning in 2006, the National Retail Federation recognized Lands� End as one of the
top retailers for customer service for the six consecutive years in which the ranking was published.

Digital transformation. As one of the first apparel retailers to establish an online e-commerce presence, we believe
that we have a strong track record as a leader of digital innovation in the apparel industry. One of our strategic goals is
to optimize the digital shopping experience for our customers and develop new ways to engage consumers through our
e-commerce platforms. To this end, we have launched our Paper to Digital initiative, which is dedicated to delivering
the catalog experience through digital channels. Highlights of our Paper to Digital initiative include:

� Responsive design, a cross-platform experience that allows our customers to shop www.landsend.com across
a variety of devices, including laptops and tablets. Responsive design for smart phones is currently
scheduled to launch in 2014.

� An enhanced site merchandising and search capabilities tool, which seeks to provide a more thoughtful and
productive shopping experience via www.landsend.com, allowing us to better engage with our customers by
providing seamless navigation to find merchandise by product attributes, as well as specific sizes. We
continue to improve this tool and intend to enhance our �fit solutions� to deliver the optimal shopping
experience.

� Outfitting, the expansion of outfitting options for our customers. Select merchandise categories are
accompanied by a compilation of �favorite looks� or �one item three ways� to show our customers how different
pieces can be incorporated into a wardrobe. These looks are featured on our website and in our emails.
Additionally, customers receive product recommendations on our website and via email based on past
purchase and browsing history.

� Digital catalogs, which allow prospective and existing customers to view and download digital versions of
our print catalogs via desktop and tablet. Our catalogs can be viewed at www.landsend.com. Additionally,
our catalogs are featured on various third-party digital catalog sites through our affiliate program.

� Social media, the opportunity to engage with our customers on social sharing platforms. With over one
million Facebook �fans,� the Lands� End Facebook page is a place for our fans to receive exclusive fan-only
offers, behind-the-scenes information and a first look at our newest styles. Lands� End customers are also
engaged via Shop Your Way, a social shopping and networking platform that allows members to receive
personalized coupons, participate in sweepstakes, build custom catalogs and share with friends.
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� Apostrophe, Lands� End�s digital customer publication, was launched in fall 2013. Published quarterly
on www.landsend.com, Apostrophe features fashion and lifestyle articles and highlights the people behind
our brand via employee profiles. Our goal is to use Apostrophe to promote our products and attract new
customers to our brand.

Worldwide distribution infrastructure and opportunity for continued geographic penetration and expansion. We
have been operating our business internationally since the mid-1980s. We currently conduct business in seven
countries and ship our products to approximately 157 countries around the world. We believe
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that we have established extensive direct sales, distribution and customer service capabilities with our in-country
offices in the United Kingdom (established 1993), Japan (established 1994) and Germany (established 1996). In
addition to our operations in the United Kingdom, Japan and Germany, we also have catalog and e-commerce
channels in Austria, France and Canada.

In September 2013, Lands� End launched a global extension of our core e-commerce platform, allowing international
customers to view pricing and place orders in 60 local currencies at www.landsend.com.

We believe that continued penetration in our existing markets and our intended international expansion will drive
growth in our business worldwide. We are focused on creating a digital presence for Lands� End in new markets while
also leveraging third-party retailer relationships worldwide.

Retail partnership with Sears Holdings. Beginning in fall 2002, Sears Roebuck rolled out Lands� End apparel and
footwear in its stores. In 2005, Lands� End developed and opened the first Lands� End Shop at Sears. Today, there are
Lands� End Shops at Sears located in select Sears full-line stores (�Sears stores�) across the United States. Each Lands�
End Shop at Sears features an assortment of products optimized for its location, with most stores offering a variety of
men�s, women�s and kids� apparel and accessories, personalized service, enhanced visual displays and a shopping
lounge where customers can search all of our Lands� End offerings via the Internet and our catalog. Our customers
receive free shipping on any orders placed from these stores. Through this integration of our retail and digital
presences, we seek to deliver a world-class, multi-channel shopping experience. In 2013, the Lands� End Shops at
Sears accounted for 15% of our total revenues.

Partnership with Shop Your Way. As a Shop Your Way business partner, we are able to leverage Shop Your Way, an
innovative social shopping and networking platform, to strengthen our relationships with our customers that are Shop
Your Way members. Currently, approximately 80% of all retail purchases at Lands� End Shops at Sears are made by
Shop Your Way members. Members can earn reward points when they purchase program-eligible merchandise
through both our Direct and Retail segments. Members can also redeem points as a form of payment for merchandise
sold through both our Direct and Retail segments. Members can engage with us on the Shop Your Way social
shopping platform at www.shopyourway.com or via the Shop Your Way mobile app. Through this platform, members
gain access to personalized coupons, participate in sweepstakes, build custom catalogs and share with friends.

Experienced management team. We believe our current management team will continue to manage Lands� End
following the spin-off. Our executive management team, which is composed of the individuals named under
�Executive Officers,� has an average of nearly 25 years of experience in the retail, direct-to-consumer and consumer
product industries in the United States and abroad. Our management team is well positioned to pursue our objective of
increasing profitability and stimulating growth. See �Executive Officers.�

Sustainable practices. We have made sustainability a key initiative in our business. We have worked towards
conserving resources for over 50 years and are committed to finding sustainable approaches to doing business. We
established a corporate-wide GoGreen Committee in 2009 that focuses on sustainable initiatives. See ��Environmental
Matters� below.

� Lands� End utilizes paper from sustainably managed forests. Our catalog covers contain 10% post-consumer
waste. The remainder of our catalog paper contains 100% chain-of-custody-certified fiber. This paper is
third-party certified through programs such as the Programme for the Endorsement of Forest Certification,
the Sustainable Forestry Initiative and the Forest Stewardship Council.
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� In 2013, we reused or recycled approximately 90% of waste generated at our corporate headquarters.

� Lands� End has formed a strategic partnership with the National Forest Foundation and funded the planting of
trees in the national forests in northern Wisconsin and Michigan�s Upper Peninsula.
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Our Strategies

We continue to develop Lands� End into a more global lifestyle brand through five avenues of growth:

Continue our digital transformation. Our continued digital transformation is intended to allow us to accelerate our
acquisition of new customers by improving our ability to communicate digitally with prospective customers while
reducing operating expenses related to paper, printing and postage. Approximately 80% of our U.S. Direct business is
already conducted online and our goal is to continue this transition by emphasizing the benefits of our online
experience.

Increase our product offerings. We plan to improve and expand several product lines that we believe are currently
under-represented in our product mix. We intend to expand these categories of our business by developing a larger
and more diverse selection of footwear, handbags, small leather goods and fashion accessories so that these product
lines represent a larger percentage of our total consumer business.

Expand our international business. Outside the United States, we currently operate our business in Canada, Northern
and Central Europe and Japan. We plan to increase our sales in our existing international markets and develop a
presence in other areas of Europe (such as Switzerland, Russia and Scandinavia) and Asia (particularly China).

Optimize and develop our retail business. We intend to focus on increasing sales productivity in our existing Lands�
End Shops at Sears in the United States and to explore additional retail opportunities.

Grow Lands� End Business Outfitters and School Uniforms. Over the last 20 years, Lands� End Business Outfitters
has grown to become a trusted brand partner for companies of all sizes by offering quality apparel, uniforms and
related business gift and promotional products. With an expansive, state-of-the-art embroidery operation, we service
tens of thousands of clients, including major airlines, financial institutions and the hospitality industry, offering
branded tailored and business casual apparel for office wear, trade shows, company events and more.

In addition to apparel, Lands� End Business Outfitters offers an extensive variety of business gift and promotional
products to enhance a partner company�s image and message. The Lands� End Business Outfitters model enables us to
introduce quality Lands� End products to new audiences and acquire new customers through business channels ranging
from single entrepreneurs to members of the Fortune 500®.

As part of Lands� End Business Outfitters, our School Uniform business provides high-quality school uniforms and
school-appropriate clothing designed to meet dress-code requirements. As more schools adopt uniform and dress-code
policies, we seek to grow the Lands� End School Uniform business by developing new relationships with schools in the
United States and Canada while also seeking additional international opportunities.

Reportable Segments

Information regarding segment performance is included in �Item 7. Management�s Discussion and Analysis of Financial
Condition and Results of Operations,� in this Annual Report on Form 10-K. Additionally, selected financial data for
our segments is presented in Note 12�Segment Reporting, to our combined financial statements.

Lands� End Direct

Our Direct business sells our products through our U.S. and international e-commerce websites and via direct mail
catalogs. While we market our products through catalogs and email communications, our customers can choose from
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one of the top seven digital apparel retailers by the NPD Group, a market research and advisory firm. The Lands� End
Facebook page has garnered more than one million likes from our customers. We strive to create a one-on-one
relationship with each customer; in many instances, we tailor our interactions with our customers by sending them
catalogs or emails that we think are relevant to them based on their past order history or other information. We also
offer customers specialty services such as monogramming, embroidery and hemming pants to length. Moreover, with
the exception of orders requiring specialty services, we promptly fill each customer�s order, usually shipping it out the
next business day. We also operate three call centers out of Dodgeville, Reedsburg and Stevens Point, Wisconsin. Our
customer care representatives are available 24 hours a day, seven days a week and 364 days a year. We believe that
our well-trained, U.S.-based call center representatives are a significant competitive advantage because they allow us
to provide real-time individualized attention to our customers across more than six million telephonic interactions
each year.

Apparel and home sales constituted substantially all of the net sales of our Direct business during 2013. Our apparel
sales include men�s, women�s and kids� apparel, footwear and accessories. We offer a diverse portfolio of styles and fits
aimed at making our products accessible to all potential customers. For example, we offer a full range of fits�from
Petites to Plus for women, Slim to Husky for kids and Big and Tall for men�on many of our products, all of which are
designed to offer fit and fabric options consistent with the quality and value of the Lands� End brand. Similarly, while
our classic styles remain at the core of our brand, we have also launched the Lands� End Canvas collection, which
focuses on updating the Lands� End heritage pieces with tailored fits, innovative designs and premium fabrics
throughout the line. Through our Lands� End Business Outfitters and School Uniform businesses, we offer tailored and
business casual apparel for office wear, trade shows and company events and uniforms and school-appropriate
clothing designed to meet dress-code requirements.

Lands� End Retail

Our Retail business sells products and services through standalone Lands� End Inlet stores and dedicated Lands� End
Shops at Sears across the United States. Each Lands� End Shop at Sears features Lands� End products, personalized
service, enhanced visuals and a shopping lounge where customers can search all of our offerings via the Internet and
our catalog. Our Lands� End Shops at Sears offer a selection of products for men, women and kids and select stores
offer footwear and products for the home.

Suppliers

Product Vendors

Our apparel and non-apparel products are produced globally by independent manufacturers who are selected,
monitored and coordinated by the Lands� End Global Sourcing team based in Dodgeville, Wisconsin and by Sears
Holdings� Global Sourcing office in Asia. Our products are manufactured in approximately 35 countries and
substantially all are imported from Asia, South Asia and South America. Our top 10 vendors account for a significant
portion of our merchandise purchases. In 2013, we worked with approximately 100 vendors that manufactured
substantially all of our product receipts. We generally do not enter into long-term merchandise supply contracts. We
continue to take advantage of opportunities to more efficiently source our products worldwide consistent with our
high standards of quality and value.

Non-Product Suppliers

Lands� End�s procurement staff develops multi-year strategies, leads negotiations, and then assists with implementation
of strategic supplier alliances with a focus on best practices and innovative supply chain solutions. We contract with
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printing, retail logistics and support services, operations and employee services and benefits. It is anticipated that
certain services following the spin-off will be provided by Sears Holdings on a transitional basis as described herein.
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Sales, Marketing and Distribution Capabilities

Customers

Large, loyal customer base. We believe that a principal factor in our success to date has been the development of our
list of existing and prospective households, many of whom were identified by their responses to our advertising. We
routinely update and refine our customer list prior to individual catalog and email mailings and monitor customer
interest in our offerings as reflected by criteria such as the timing and frequency of purchases and the dollar amount of
and types of products purchased. We believe our customer list has desirable demographic characteristics for current
performance and future growth and is well-suited to the range of products offered by us. We believe our customer
base consists primarily of affluent, college-educated, professional and style-conscious women and men. In 2013, the
average annual household income of our customers was approximately $103,000 and approximately 44% of our
customers were within the 36�55 age group, according to an analysis of our customer file prepared by our third-party
consumer information provider using its proprietary demographic, behavioral, lifestyle, financial and home attribute
databases.

Customer Acquisition and Retention

We acquire customers through a number of different sources: catalog mailings to outside list rentals or list exchanges,
paid search and other forms of traditional and digital advertising, email marketing, via www.landsend.com, and
through the Shop Your Way program and our retail stores. Once identified, we communicate with prospective
customers via printed catalogs, inbound and outbound phone calls, and via digital communications, including
at www.landsend.com, by email, via search engine marketing, through affiliate partnerships, comparison shopping
engines and marketplaces, digital catalogs, social media and display advertising.

Distribution

We own and operate three distribution centers in Wisconsin to support our U.S. Direct and Retail businesses and a
portion of our international business. Our Dodgeville facility is approximately 1.15 million square feet and is a
full-service distribution center, including hemming and monogramming departments. Our Reedsburg location is
approximately 500,000 square feet and offers all order fulfillment services except hemming. Our Stevens Point
distribution center is approximately 215,000 square feet and primarily focuses on supporting Lands� End Business
Outfitters with embroidery services. Customer orders are shipped via UPS or the U.S. Postal Service.

We own and operate a distribution center in the United Kingdom based in Oakham, a rural community located
approximately two hours north of London by road. Order fulfillment and specialty services for our European
businesses are performed at this facility, which originally opened in 1998 and totals approximately 175,000 square
feet. We also lease a 60,000 square foot distribution center in Fujieda, Japan.

Information Technology

Our information technology systems provide comprehensive support for the design, merchandising, importing,
marketing, distribution, sales, order processing and fulfillment of our Lands� End products. We believe our
merchandising and financial systems, coupled with our e-commerce platforms and point-of-sale systems, allow for
effective merchandise planning and sales accounting.

We have a dedicated information technology team that provides strategic direction, application development,
infrastructure services and systems support for the functions and processes of our business. The information
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partners with leading hardware and software technology firms to provide the infrastructure necessary to run and
operate our systems. Our core software applications are comprised of a
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combination of internally developed and packaged third-party systems. The e-commerce solutions
powering www.landsend.com, the Lands� End Business Outfitters websites, and our international Lands� End websites
are operated out of our own internal data centers as well as through hosting relationships with third parties.

We are in the process of implementing new information technology systems as part of a multi-year plan to expand and
upgrade our information technology platforms and infrastructure. In 2012 and 2013, we introduced new order
capturing and fulfillment systems for Lands� End Business Outfitters, new human resources and payroll solutions, and
new digital capabilities including search, navigation and mobile device optimization. In 2014, we are continuing these
efforts by implementing a new e-commerce platform for Lands� End Business Outfitters, an integrated global platform
to support business growth, and additional digital capabilities including more personalized e-mail, online, mobile and
social interactions for our customers.

Sources and Availability of Raw Materials

We purchase, in the ordinary course of business, raw materials and supplies essential to our operations from numerous
suppliers around the world, including in the United States. There have been no recent significant availability problems
or supply shortages.

Orders

Orders are generally filled on a current basis, and order backlog is not material to our business.

Facilities and Store Locations

We own or lease domestic properties and international offices, customer sales/service centers, distribution centers and
retail stores. Most of our stores are located inside of existing Sears stores. In such cases, we expect to enter into a lease
or sublease with Sears Roebuck for the portion of the space in which our store will operate and pay rent directly to
Sears Roebuck or one of its affiliates on the terms negotiated in connection with the spin-off. We believe that our
existing facilities are well maintained and are sufficient to meet our current needs. We review all leases set to expire in
the short term to determine the appropriate action to take with respect to them, including moving or closing stores,
entering into new leases or purchasing property.

Domestic Headquarters, Customer Service and Distribution Properties

The headquarters for our business is located on an approximately 200 acre campus in Dodgeville, Wisconsin. The
Dodgeville campus includes approximately 1.7 million square feet of building space between eight different buildings
that are all owned by Lands� End. The primary functions of these buildings are customer sales/service, distribution
center and corporate headquarters. We also own customer sales/service and distribution centers in Reedsburg and
Stevens Point, Wisconsin.

International Office, Customer Service and Distribution Properties

We own offices and a distribution center in Oakham, England that supports our European business. Customer sales
and services for northern Europe are supported out of the Oakham facility, and we lease two buildings in Mettlach,
Germany for customer sales/service center supporting our central European business. We also lease office space in
Shinyokohama, Japan for a customer sales/service center as well as general administrative offices, and a distribution
center in Fujieda, Japan.
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As of January 31, 2014, our retail properties consisted of 274 Lands� End Shops at Sears, which averaged
approximately 7,300 square feet, and 16 Lands� End Inlet stores, which averaged approximately 7,800 square
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feet. With respect to our Lands� End Shops at Sears, following the spin-off, we expect to lease the premises of such
stores from Sears Roebuck. With respect to our Lands� End Inlet stores, as of January 31, 2014, 15 were leased and one
was owned, with 13 located in the United States, two in the United Kingdom and one in Germany. For a description of
the master lease and sublease agreements we expect to enter into with Sears Roebuck, see �Item 13. Certain
Relationships and Related Transactions, and Director Independence�Other Agreements.�

Environmental Matters

Environment. We have implemented a multi-year initiative to reduce paper consumption by sending smaller catalogs
to better-defined customer segments based on those customers� preferences. These efforts have significantly reduced
our overall U.S. catalog paper consumption and we continue to seek to improve our use of technology to achieve even
greater gains in this area.

In 2009, we collaborated with Sears Holdings to update and release a revised Sustainable Paper Procurement Policy.
The Sustainable Paper Procurement Policy is a commitment to phase out fiber from unwanted sources, and procure
paper sourced from credibly certified forest sources with verified chain-of-custody and/or recycled sources with a
preference for post-consumer recycled. The policy also outlines supplier requirements and a preferred sustainable
supplier program.

Additionally, we believe that we also demonstrate marketplace leadership by participating in industry educational
workshops and initiatives. We select recycled paper for use in our catalog materials based on ecological values,
quality, availability and cost. Our catalog covers contain 10% post-consumer waste. The remainder of our catalog
paper contains 100% chain-of-custody-certified fiber. This paper is third-party certified through programs such as the
Programme for the Endorsement of Forest Certification, the Sustainable Forestry Initiative and the Forest Stewardship
Council. In 2013, we reused or recycled approximately 90% of waste generated at our corporate headquarters.
Moreover, we are improving how products are shipped to customers. Between 2003 and 2013, use of corrugated
cardboard packaging was reduced by 25% year over year. In addition, the corrugated cardboard we use now contains
60% recycled fiber.

Reduction, Recycling and Waste Management. We have a focus on raising awareness and educating associates on
reducing our internal use of consumables and natural resources. In addition, we have a broad range of recycling and
waste management initiatives at our corporate office to address our use of paper products, aluminum cans, glass and
plastic as well as maintenance operations, disposal of non-recyclables and water management. We consistently
monitor our efforts in each of these areas and constantly look for improvements.

Purchasing recycled products is a significant component of the larger recycling picture. We continue to maintain an
assertive program to buy non-catalog paper products made from recycled materials. Other materials purchased with
recycled content include recharged laser printer cartridges, file folders, paper towels, toilet paper, trash cans, pencils,
letter holder trays and brown manila envelopes. Lands� End has formed a strategic partnership with the National Forest
Foundation and funded the planting of trees in the national forests in northern Wisconsin and Michigan�s Upper
Peninsula.

Vendors. We prioritize the selection of partners who follow ethical employment practices, comply with all legal
requirements, agree to our global compliance requirements and who we believe meet our product quality standards.
Our business partners are required to provide full access to their facilities and to relevant records relating to their
employment practices, such as but not limited to child labor, wages and benefits, forced labor, discrimination, freedom
of association, unlawful inducements, safe and healthy working conditions and other business practices so that we
may monitor their compliance with ethical and legal requirements relating to the conduct of their business.
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We operate primarily in the apparel industry. The apparel industry is highly competitive. We compete with a diverse
group of direct-to-consumer companies and retailers, including national department store chains, men�s
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and women�s specialty apparel chains, outdoor specialty stores, apparel catalog businesses, sportswear marketers and
online apparel businesses that sell similar lines of merchandise. We compete principally on the basis of merchandise
value (quality and price), our established customer list and customer service, including reliable order fulfillment, our
unconditional guarantee and services and information provided at our user-friendly websites.

Seasonality

We experience seasonal fluctuations in our net sales and operating results and historically have realized a significant
portion of our net sales and earnings for the year during our fourth fiscal quarter. We generated 33.9%, 34.4% and
33.9% of our net sales in the fourth fiscal quarter of 2013, 2012 and 2011, respectively. Thus, lower than expected
fourth quarter net sales could have an adverse impact on our annual operating results.

Working capital requirements typically increase during the second and third quarters of the fiscal year as inventory
builds to support peak shipping/selling periods and, accordingly, typically decrease during the fourth quarter of the
fiscal year as inventory is shipped/sold. Cash provided by operating activities is typically higher in the fourth quarter
of the fiscal year due to reduced working capital requirements during that period.

Intellectual Property

Lands� End owns or has rights to use certain trademarks, service marks and trade names that are registered or exist
under common law in the United States and other jurisdictions. The Lands� End® trade name and trademark is used
both in the United States and internationally, and is material to our business. Trademarks that are important in
identifying and distinguishing our products and services are Lands� End Canvas®, Guaranteed. Period.®, Square
Rigger®, Squall®, Super-TTM, DrifterTM and Beach Living®, all of which are owned by us, as well as the licensed
marks Polartec® and Supima®. Other recognized trademarks owned by Lands� End include SwimMatesTM, StarfishTM,
Iron Knees®, Willis & Geiger® and ThermaCheck®. Lands� End�s rights to some of these trademarks may be limited to
select markets.

Employees

We employ approximately 6,400 employees throughout our operations: approximately 5,300 employees in the United
States and approximately 1,100 employees outside the United States. With the seasonal nature of the retail industry,
over 3,000 flexible part-time employees join us each year to support our varying peak seasons, including the fourth
quarter holiday shopping season. The non-peak workforce is comprised of approximately 14% salaried exempt
employees, 36% regular hourly employees and 50% year-round flexible part-time employees.

Pledged Assets

As of the date of this Annual Report on Form 10-K, Sears Holdings� domestic credit facility and senior secured notes
are (1) secured, in part, by a first lien on certain of Lands� End�s assets consisting primarily of the inventory and credit
card receivables directly or indirectly owned by Lands� End and one of its subsidiaries; and (2) guaranteed by Lands�
End and such subsidiary. The asset balances were $298.3 million and $297.5 million as of January 31, 2014 and
February 1, 2013, respectively. We expect that this lien and these guarantee obligations will be released prior to the
completion of the spin-off.

History and Relationship with Sears Holdings
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We were founded in 1963, incorporated in Delaware in 1986 and our common stock was listed on the New York
Stock Exchange from 1986 to 2002. On June 17, 2002, we became a wholly owned subsidiary of Sears Roebuck. Prior
to the spin-off, we operated as a business unit of Sears Holdings. Following the spin-off, (1) we
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will be a publicly traded company independent from Sears Holdings, (2) Sears Holdings will not retain any ownership
interest in us and (3) we expect that ESL, which beneficially owns approximately 48.4% of Sears Holdings common
stock as of the date hereof, will beneficially own approximately 48.4% of our outstanding common stock.

In connection with the spin-off, we have entered into or will enter into various agreements with Sears Holdings or its
subsidiaries which, among other things, govern the principal transactions relating to the spin-off and certain aspects of
our relationship with Sears Holdings following the spin-off and establish terms under which subsidiaries of Sears
Holdings will provide us with services following the spin-off. These agreements were made or will be made in the
context of a parent-subsidiary relationship and were or will be negotiated in the overall context of our spin-off from
Sears Holdings. Accordingly, the terms of these agreements may be more or less favorable than those we could have
negotiated with unaffiliated third parties. See �Item 13. Certain Relationships and Related Transactions, and Director
Independence�Our Relationship with Sears Holdings Following the Spin-Off.�

Corporate Information

Our principal executive offices are located at 1 Lands� End Lane, Dodgeville, Wisconsin 53595. Our telephone number
is (608) 935-9341.

Available Information, Internet Address and Internet Access to Current and Periodic Reports

Our website address is www.landsend.com. Information contained on our website is not incorporated by reference
unless specifically stated herein. We file our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, and
Current Reports on Form 8-K, and all amendments to those reports electronically with the SEC, and they are available
on the SEC�s web site (www.sec.gov). In addition, all reports filed by Lands� End with the SEC may be read and copied
at the SEC�s Public Reference Room located at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. Information
on the operation of the Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330.

Executive Officers

The following table sets forth information regarding individuals who are expected to serve as our executive officers,
including their positions after the spin-off. All of the individuals below are currently officers and employees of Lands�
End.

Name Age Position
Edgar O. Huber 52 President and Chief Executive Officer
Michael P. Rosera 50 Executive Vice President, Chief Operating Officer/Chief Financial

Officer and Treasurer
Michele Donnan Martin 50 Executive Vice President, Chief Merchandising and Design Officer
Karl A. Dahlen 52 Senior Vice President, General Counsel and Corporate Secretary
Kelly Ritchie 50 Senior Vice President, Employee and Customer Services
Edgar O. Huber was named President and Chief Executive Officer of Lands� End in August 2011, when he also joined
our board of directors. From February 2011 to July 2011, he served as Executive Vice President, International of Liz
Claiborne, Inc., a designer and marketer of apparel and accessories. From September 2008 until January 2011, he
served as President and Chief Executive Officer of Juicy Couture, a subsidiary of Liz Claiborne, Inc. that offers
women and children�s apparel and accessories. Prior to September 2008, Mr. Huber served for 15 years in a number of
increasingly senior roles at L�Oreal S.A., a manufacturer of cosmetics, perfumes and related products. Mr. Huber
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started his career as Brand Manager at Mars, Inc. and brings extensive knowledge of international brands, merchant
and retail leadership and familiarity with all aspects of our business.

Michael P. Rosera was named Executive Vice President, Chief Operating Officer/Chief Financial Officer and
Treasurer of Lands� End in July 2012. From April 2010 to July 2012, he served as Executive Vice President,
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International Franchising for Claire�s, Inc., a specialty retailer of jewelry and accessories for younger women. From
July 2009 to April 2010, he served as Executive Vice President�Phat Fashions of Kellwood Company, a designer and
marketer of apparel. From March 2006 to September 2008, Mr. Rosera served as Senior Vice President�Finance and
Operations of Abercrombie & Fitch Co., a specialty retailer of apparel and accessories.

Michele Donnan Martin was named Executive Vice President, Chief Merchandising and Design Officer of Lands� End
in September 2013. From 2012 to 2013, she served as Senior Vice President and General Merchandise Manager of
Coldwater Creek Inc., a designer and marketer of women�s apparel. From 2008 to 2011, she served as Brand President,
Retail & Direct of Delia�s Inc., a multi-channel retail company primarily marketing to teenage girls. From 2005 to
2007, Ms. Donnan Martin served as Chief Design Officer, Women�s, Martin & OSA for American Eagle Outfitters, a
clothing and accessories retailer.

Karl A. Dahlen joined Lands� End in 1998 as Assistant General Counsel and has served as our General Counsel and
Corporate Secretary since 2002. He was promoted to Senior Vice President from Vice President in January 2014. He
served as Senior Legal Officer and Assistant Secretary from 1999 to 2002.

Kelly Ritchie joined Lands� End in 1985 and has served as Senior Vice President, Employee and Customer Services
since 2003. She has served as Senior Vice President, Employee Services since 1999 and assumed responsibility for
our distribution centers in 2005. She served as Vice President of Employee Services from 1995 to 1999 and in various
other Customer Service and Employee Services roles from 1985 to 1995.

ITEM 1A. RISK FACTORS

You should carefully consider the following risks and other information in this Annual Report on Form 10-K in
evaluating our company and our common stock. Any of the following risks could materially and adversely affect our
business, results of operations or financial condition. The risk factors generally have been separated into four groups:
risks related to our business, risks related to our indebtedness, risks related to the spin-off and risks related to our
common stock.

Risks Related to Our Business

If we fail to offer merchandise and services that customers want to purchase, our business and results of operations
could be adversely affected.

Our products and services must satisfy the desires of customers, whose preferences change over time. In order to be
successful, we must identify, obtain supplies of, and offer to customers attractive, innovative and high-quality
merchandise on a continuous and timely basis. Failure to effectively gauge the direction of customer preferences, or
convey a compelling brand image or price/value equation to customers may result in lower sales and resultant lower
gross profit margins. This could have an adverse effect on our business and results of operations.

Customer preference for our branded merchandise could change, which may adversely affect our profitability.

Sales of branded merchandise account for substantially all of our total revenues and the Lands� End brand, in
particular, is a critical differentiating factor for our business. Our inability to develop products that resonate with our
existing customers and attract new customers, our inability to maintain our strict quality standards or to develop,
produce and deliver products in a timely manner, or any unfavorable publicity with respect to the foregoing or
otherwise could negatively impact the image of our brand with our customers and could result in diminished loyalty to
our brand. As customer tastes change, our failure to anticipate, identify and react in a timely manner to emerging
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maintain or enhance the appeal of our brand could have an adverse effect on our sales, operating margins and results
of operations.
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The success of our Direct segment depends on customers� use of our digital platform, including our e-commerce
websites, and response to direct mail catalogs and digital marketing; if our overall marketing strategies, including
our maintenance of a robust customer list, is not successful, our business and results of operations could be
adversely affected.

The success of our Direct segment, which accounted for approximately 83% of our revenues in 2013, depends on
customers� use of our e-commerce websites and their response to our direct mail catalogs and direct marketing.

The level of customer traffic and volume of customer purchases on our e-commerce websites is substantially
dependent on our ability to provide attractive and accessible websites, a high-quality customer experience and reliable
delivery of our merchandise. If we are unable to maintain and increase customers� use of our e-commerce websites and
the volume of goods they purchase, including through our failure to successfully promote and maintain our
e-commerce websites and their associated services, our business and results of operations could be adversely affected.

Customer response to our catalogs and digital marketing is substantially dependent on merchandise assortment,
merchandise availability and creative presentation, as well as the selection of customers to whom our catalogs are sent
and to whom our digital marketing is directed, changes in mailing strategies and the size of our mailings. Our
maintenance of a robust customer list, which we believe includes desirable demographic characteristics for the
products we offer, has also been a key component of our overall strategy. If the performance of our catalogs, emails
and e-commerce websites decline, or if our overall marketing strategy is not successful, our business and results of
operations could be adversely affected.

We depend on information technology and a failure of information technology systems, including with respect to
our e-commerce operations, or an inability to upgrade or adapt our systems could adversely affect our business.

We rely on sophisticated information technology systems to operate our business, including the e-commerce websites
that drive our direct-to-consumer, Lands� End Business Outfitters and international sales channels and
in-store/point-of-sale systems, inventory management and human resources. Our e-commerce websites are subject to
numerous risks associated with selling merchandise that could have an adverse effect on our results of operations,
including unanticipated operating problems, reliance on third-party computer hardware and software providers,
system failures and the need to invest in additional and updated computer platforms.

Our information technology systems are potentially vulnerable to malicious intrusion, random attack or breakdown.
Although we have invested in the protection of our data and information technology and also monitor our systems on
an ongoing basis, there can be no assurance that these efforts will prevent breakdowns or breaches in our information
technology systems that could adversely affect our business.

We also currently depend on Sears Holdings� information technology systems for certain key services to support our
core Lands� End business channels, including tax processing and filing, credit and gift card processing, expense
reporting and reimbursement and several key jointly shared commercial constructs. In addition, many Sears Holdings
information technology systems are leveraged in support of our Lands� End Shops at Sears. There can be no assurance
that Sears Holdings will maintain and protect these information technology systems in such a way that would prevent
breakdowns or breaches in such systems, which could adversely affect our business.

Additionally, our success will depend, in part, on our ability to identify, develop, acquire or license leading
technologies useful in our business, enhance our existing services, develop new services and technologies that address
the increasingly sophisticated and varied needs of our existing and prospective customers, and respond to
technological advances and emerging industry standards and practices on a cost-effective and timely basis. The
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development and operation of our e-commerce websites and other proprietary technology entails significant technical
and business risks. We can provide no assurance that we will be able to effectively use new technologies or adapt our
e-commerce websites, proprietary technologies and transaction-processing systems to meet customer requirements or
emerging industry standards. If we are unable to accurately project the need for such system expansion or upgrade or
adapt our systems in a cost-effective and timely manner in response to changing market conditions or customer
requirements, whether for technical, legal, financial or other reasons, our business and results of operations could be
adversely affected.

Fluctuations and increases in the costs of raw materials could adversely affect our business and results of
operations.

Our products are manufactured using several key raw materials, including wool, cotton and down, which are subject
to fluctuations in price and availability and many of which are produced in emerging markets in Asia, South Asia and
Central America. The prices of these raw materials can be volatile due to the demand for fabrics, weather conditions,
supply conditions, government regulations, general economic conditions, crop yields and other unpredictable factors.
Such factors may be exacerbated by legislation and regulations associated with global climate change. The prices of
these raw materials may also fluctuate based on a number of other factors beyond our control, including commodity
prices such as prices for oil, changes in supply and demand, labor costs, competition, import duties, tariffs,
anti-dumping duties, currency exchange rates and government regulation. These fluctuations may result in an increase
in our transportation costs for freight and distribution, utility costs for our retail stores and overall costs to purchase
products from our vendors. Fluctuations in the cost, availability and quality of the raw materials used to manufacture
our merchandise could have an adverse effect on our cost of goods, or our ability to meet customer demand.

If our relationships with our vendors are impaired, this could have an adverse effect on our competitive position
and our business and results of operations.

Most of our arrangements with the vendors that supply a significant portion of our merchandise are not long-term
agreements, and, therefore, our success depends on maintaining good relations with them. Our growth strategy
depends to a significant extent on the willingness and ability of our vendors to efficiently supply merchandise that is
consistent with our standards for quality and value. If we cannot obtain a sufficient amount and variety of quality
product at acceptable prices, it could have a negative impact on our competitive position. This could result in lower
revenues and decreased customer interest in our product offerings, which, in turn, could adversely affect our business
and results of operations.

Our arrangements with our vendors are generally not exclusive. As a result, our vendors might be able to sell similar
or identical products to certain of our competitors, some of which purchase products in significantly greater volume.
Our competitors may enter into arrangements with suppliers that could impair our ability to sell those suppliers�
products, including by requiring suppliers to enter into exclusive arrangements, which could limit our access to such
arrangements or products.

If we do not maintain the security of customer, employee or company information, we could experience damage to
our reputation, incur substantial additional costs and become subject to litigation.

Any significant compromise or breach of customer, employee or company data security, whether held and maintained
by us or by our third-party providers, could significantly damage our reputation and result in additional costs, lost
sales, fines and lawsuits. The regulatory environment related to information security and privacy is increasingly
rigorous, with new and constantly changing requirements applicable to our business, and compliance with those
requirements could result in additional costs. There is no guarantee that the procedures that we have implemented to
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could be held liable to our customers or other parties or be subject to regulatory or other actions for breaching privacy
rules, and our business and reputation could be adversely affected by any resulting litigation, civil or criminal
penalties or adverse publicity.
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If we cannot compete effectively in the apparel industry, our business and results of operations may be adversely
affected.

The apparel industry is highly competitive. We compete with a diverse group of direct-to-consumer companies and
retailers, including national department store chains, men�s and women�s specialty apparel chains, outdoor specialty
stores, apparel catalog businesses, sportswear marketers and online apparel businesses that sell similar lines of
merchandise. Our competitors may be able to adopt more aggressive pricing policies, adapt to changes in customer
tastes or requirements more quickly, devote greater resources to the design, sourcing, distribution, marketing and sale
of their products, or generate greater national brand recognition than us. An inability to overcome these potential
competitive disadvantages or effectively market our products relative to our competitors could have an adverse effect
on our business and results of operations.

The success of our Retail segment depends on the performance of our �store within a store� business model; if
Sears Roebuck sells or disposes of its retail stores or if its retail business does not attract customers or does not
adequately promote the Lands� End Shops at Sears, our business and results of operations could be adversely
affected.

The success of our Retail segment, which accounted for approximately 17% of our revenues in 2013, depends on the
success of the �store within a store� business model. We operated 274 Lands� End Shops at Sears as of the end of 2013.
These stores had revenues of approximately $231.8 million in 2013, representing 90% of our Retail sales and 15% of
our overall sales for 2013. The aggregate leased space of Lands� End Shops at Sears is expected to decrease by
approximately 5% on or prior to the distribution date as a result of real estate reallocation within Sears Holdings. The
Lands� End Shops at Sears may also decrease or be eliminated entirely if Sears Roebuck sells, disposes of or transfers
ownership or control of any or all of its retail stores. The success and appeal of Sears stores and foot traffic within
Sears stores, therefore, have a major impact on the sales of our Retail segment.

In addition, we depend on subsidiaries of Sears Holdings for various retail services and employees to support the
Lands� End Shops at Sears, including providing a dedicated, well-trained staff to directly engage with customers at the
Lands� End Shops at Sears, maintaining dedicated sales areas for Lands� End branded products and shopping lounges
where customers can search our offerings via the Internet and catalog, and providing signage and other marketing
materials promoting the Lands� End brand. If Sears Holdings does not provide these services with the standard of care
and quality provided while we were a part of Sears Holdings and in accordance with our commercial agreements with
Sears Holdings (or its subsidiaries) going forward and does not deliver a rewarding shopping experience to our
customers, our reputation could suffer and our business and results of operations could be adversely affected.

We conduct business in and rely on sources for merchandise located in foreign markets, and our business may
therefore be adversely affected by legal, regulatory, economic and political risks associated with international trade
and those markets.

Substantially all of our merchandise is imported from vendors in China and other emerging markets in Asia, South
Asia and Central America, either directly by us or indirectly by distributors who, in turn, sell products to us. We also
sell our products in Canada, Northern and Central Europe and Japan, and we plan to develop a sales presence in other
areas of Europe (such as Switzerland, Russia and Scandinavia) and Asia (particularly China). Our reliance on vendors
in and marketing of products to customers in foreign markets create risks inherent in doing business in foreign
jurisdictions, including:

Edgar Filing: LANDS END INC - Form 10-K

Table of Contents 37
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restrictions;

� economic and political instability in the countries and regions where our customers or vendors are located;
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� compliance with U.S. and other country laws relating to foreign operations, including the Foreign Corrupt
Practices Act, which prohibits U.S. companies from making improper payments to foreign officials for the
purpose of obtaining or retaining business, and the U.K. Bribery Act, which prohibits U.K. and related
companies from any form of bribery;

� changes in U.S. and non-U.S. laws (or changes in the enforcement of those laws) affecting the importation
and taxation of goods, including duties, tariffs and quotas, enhanced security measures at U.S. ports, or
imposition of new legislation relating to import quotas;

� increases in shipping, labor, fuel, travel and other transportation costs;

� the imposition of anti-dumping or countervailing duty proceedings resulting in the potential assessment of
special anti-dumping or countervailing duties;

� transportation delays and interruptions, including due to the failure of vendors or distributors to comply with
import regulations;

� adverse fluctuations in currency exchange rates; and

� political instability and acts of terrorism.
Any increase in the cost of merchandise purchased from these vendors or restriction on the merchandise made
available by these vendors could have an adverse effect on our business and results of operations.

Similarly, our inability to market and sell our products in foreign jurisdictions could have an adverse effect on our
business and results of operations. Manufacturers in China have experienced increased costs in recent years due to
shortages of labor and the fluctuation of the Chinese Yuan in relation to the U.S. dollar. If we are unable to
successfully mitigate a significant portion of such product costs, our results of operations could be adversely affected.

New initiatives may be proposed in the United States that may have an impact on the trading status of certain
countries and may include retaliatory duties or other trade sanctions that, if enacted, would increase the cost of
products purchased from suppliers in countries that we do business with. Any inability on our part to rely on our
foreign sources of production due to any of the factors listed above could have an adverse effect on our business,
results of operations and financial condition.

If we are unable to protect or preserve the image of our brands and our intellectual property rights, our business
may be adversely affected.

We regard our copyrights, service marks, trademarks, trade dress, trade secrets and similar intellectual property as
critical to our success. As such, we rely on trademark and copyright law, trade secret protection and confidentiality
agreements with our associates, consultants, vendors and others to protect our proprietary rights. Nevertheless, the
steps we take to protect our proprietary rights may be inadequate and we may experience difficulty in effectively
limiting unauthorized use of our trademarks and other intellectual property worldwide. Unauthorized use of our
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trademarks, copyrights, trade secrets or other proprietary rights may cause significant damage to our brands and our
ability to effectively represent ourselves to agents, suppliers, vendors, licensees and/or customers. While we intend to
enforce our trademark and other proprietary rights, there can be no assurance that we are adequately protected in all
countries or that we will prevail when defending our trademark and proprietary rights. If we are unable to protect or
preserve the value of our trademarks or other proprietary rights for any reason, or if we fail to maintain the image of
our brands due to merchandise and service quality issues, actual or perceived, adverse publicity, governmental
investigations or litigation, or other reasons, our brands and reputation could be damaged and our business may be
adversely affected.

Third parties may sue us for alleged infringement of their proprietary rights. The party claiming infringement might
have greater resources than we do to pursue its claims, and we could be forced to incur substantial costs and devote
significant management resources to defend against such litigation. If the party
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claiming infringement were to prevail, we could be forced to discontinue the use of the related trademark or design
and/or pay significant damages, or to enter into expensive royalty or licensing arrangements with the prevailing party,
assuming these royalty or licensing arrangements are available at all on an economically feasible basis, which they
may not be.

Increases in postage, paper and printing costs could adversely affect the costs of producing and distributing our
catalog and promotional mailings, which could have an adverse effect on our business and results of operations.

Catalog mailings are a key aspect of our business and increases in costs relating to postage, paper and printing would
increase the cost of our catalog mailings and could reduce our profitability to the extent that we are unable to offset
such increases by raising prices, by implementing more efficient printing, mailing, delivery and order fulfillment
systems or by using alternative direct-mail formats.

We currently use the U.S. Postal Service for distribution of substantially all of our catalogs and are therefore
vulnerable to postal rate increases. The current economic and legislative environments may lead to further rate
increases or a discontinuation of the discounts for bulk mailings and sorting by zip code and carrier routes which
Lands� End currently leverages for cost savings.

Paper for catalogs and promotional mailings is a vital resource in the success of our business. The market price for
paper has fluctuated significantly in the past and may continue to fluctuate in the future. We do not have multi-year
fixed-price contracts for the supply of paper and are not guaranteed access to, or reasonable prices for, the amounts
required for the operation of our business over the long term.

We also depend upon external vendors to print and mail our catalogs. The limited number of printers capable of
handling such needs subjects us to risks if any printer fails to perform under our agreement. Most of our
catalog-related costs are incurred prior to mailing, and we are not able to adjust the costs of a particular catalog
mailing to reflect the actual subsequent performance of the catalog.

We rely on third parties to provide us with services in connection with certain aspects of our business, and any
failure by these third parties to perform their obligations could have an adverse effect on our business and results
of operations.

We have entered into agreements with third parties for logistics services, information technology systems (including
hosting some of our e-commerce websites), onshore and offshore software development and support, catalog
production, distribution and packaging and employee benefits. Services provided by any of our third-party suppliers
could be interrupted as a result of many factors, such as acts of God or contract disputes. Any failure by a third party
to provide us with contracted-for services on a timely basis or within service level expectations and performance
standards could result in a disruption of our business and have an adverse effect on our business and results of
operations.

If we fail to timely and effectively obtain shipments of products from our vendors and deliver merchandise to our
customers, our business and operating results could be adversely affected.

We do not own or operate any manufacturing facilities and therefore depend upon independent third-party vendors for
the manufacture of our merchandise. We cannot control all of the various factors that might affect timely and effective
procurement of supplies of product from our vendors and delivery of merchandise to our customers. A majority of the
products that we purchase must be shipped to our distribution centers in Dodgeville, Reedsburg and Stevens Point,
Wisconsin; Oakham, England; and Fujieda, Japan. While our reliance on a limited number of distribution centers
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ability to fulfill customer orders and/or ship merchandise to our stores, which could adversely affect sales. Our
utilization of imports also makes us vulnerable to risks associated with products manufactured abroad, including,
among other things, risks of damage, destruction or confiscation of products while in transit to a distribution center,
organized labor strikes and work stoppages, transportation and other delays in shipments, including as a result of
heightened security screening and inspection processes or other port-of-entry limitations or restrictions in the United
States, the United Kingdom and Japan, unexpected or significant port congestion, lack of freight availability and
freight cost increases. In addition, if we experience a shortage of a popular item, we may be required to arrange for
additional quantities of the item, if available, to be delivered through airfreight, which is significantly more expensive
than standard shipping by sea. We may not be able to obtain sufficient freight capacity on a timely basis or at
favorable shipping rates and, therefore, may not be able to timely receive merchandise from vendors or deliver
products to customers.

We rely upon proprietary and third-party land-based and air freight carriers for merchandise shipments from our
distribution centers to customers. Accordingly, we are subject to the risks, including labor disputes, union organizing
activity, inclement weather and increased transportation costs, associated with such carriers� ability to provide delivery
services to meet outbound shipping needs. In addition, if the cost of fuel continues to rise or remains at current levels,
the cost to deliver merchandise from distribution centers to customers may rise, and, although some of these costs are
paid by our customers, such costs could have an adverse impact on our profitability. Failure to procure and deliver
merchandise to customers in a timely, effective and economically viable manner could damage our reputation and
adversely affect our business. In addition, any increase in distribution costs and expenses could adversely affect our
future financial performance.

Reliance on promotions and markdowns to encourage consumer purchases could adversely affect our gross
margins and results of operations.

The apparel industry is dominated by large brands and national/mass retailers, where price competition, promotion,
and branded product assortment drive differentiation between competitors in the industry. In order to be competitive,
we must offer customers compelling products at attractive prices, including through promotions and markdowns.
Heavy reliance on promotions and markdowns to encourage customers to purchase our merchandise could have a
negative impact on our brand equity, gross margins and results of operations.

If we do not efficiently manage inventory levels, our results of operations could be adversely affected.

We must maintain sufficient inventory levels to operate our business successfully, but we must also avoid
accumulating excess inventory, which increases working capital needs and lowers gross margins. We obtain
substantially all of our inventory from vendors located outside the United States. Some of these vendors often require
lengthy advance notice of order requirements in order to be able to supply products in the quantities requested. This
usually requires us to order merchandise, and enter into commitments for the purchase of such merchandise, well in
advance of the time these products will be offered for sale. As a result, it may be difficult to respond to changes in the
apparel, footwear, accessories or home products markets. If we do not accurately anticipate the future demand for a
particular product or the time it will take to obtain new inventory, inventory levels will not be appropriate and our
results of operations could be adversely affected.

Unseasonal or severe weather conditions may adversely affect our merchandise sales.

Our business is adversely affected by unseasonal weather conditions. Sales of certain seasonal apparel items,
specifically outerwear and swimwear, are dependent in part on the weather and may decline in years in which weather
conditions do not favor the use of these products. Sales of our spring and summer products, which traditionally consist
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of lighter clothing and swimwear, are adversely affected by cool or wet weather. Similarly, sales of our fall and winter
products, which are traditionally weighted toward outerwear, are adversely affected by mild, dry or warm weather. In
addition, severe weather events typically lead to temporarily reduced traffic at the Sears locations in which Lands�
Ends Shops at Sears are located and at our other retail locations which could
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lead to reduced sales of our merchandise. Severe weather events may impact our ability to supply our stores, deliver
orders to customers on schedule and staff our stores and fulfillment centers, which could have an adverse effect on our
business and results of operations.

Our business is seasonal in nature, and any decrease in our sales or margins could have an adverse effect on our
business and results of operations.

The apparel industry is highly seasonal, with the highest levels of sales occurring during the fourth quarter of our
fiscal year. Our sales and margins during the fourth quarter may fluctuate based upon factors such as the timing of
holiday seasons and promotions, the amount of net sales contributed by new and existing stores, the timing and level
of markdowns, competitive factors, weather and general economic conditions. Any decrease in sales or margins,
whether as a result of increased promotional activity or because of economic conditions, poor weather or other factors,
could have an adverse effect on our business and results of operations. In addition, seasonal fluctuations also affect
our inventory levels, since we usually order merchandise in advance of peak selling periods and sometimes before
new fashion trends are confirmed by customer purchases. We generally carry a significant amount of inventory,
especially before the fourth quarter peak selling periods. If we are not successful in selling inventory during these
periods, we may have to sell the inventory at significantly reduced prices, which could adversely affect our business
and results of operations.

If our independent vendors do not use ethical business practices or comply with applicable laws and regulations,
our reputation could be materially harmed and have an adverse effect on our business and results of operations.

Our reputation and customers� willingness to purchase our products depend in part on our vendors� compliance with
ethical employment practices, such as with respect to child labor, wages and benefits, forced labor, discrimination,
freedom of association, unlawful inducements, safe and healthy working conditions, and with all legal requirements
relating to the conduct of their business. While we operate compliance and monitoring programs to promote ethical
and lawful business practices, we do not exercise ultimate control over our independent vendors or their business
practices and cannot guarantee their compliance with ethical and lawful business practices. Violation of labor or other
laws by vendors, or the divergence of a vendor�s labor practices from those generally accepted as ethical in the United
States could materially hurt our reputation, which could have an adverse effect on our business and results of
operations.

We may be subject to assessments for additional state taxes, which could adversely affect our business.

In accordance with current law, we pay, collect and/or remit taxes in those states where we or our subsidiaries, as
applicable, maintain a physical presence. While we believe that we have appropriately remitted all taxes based on our
interpretation of applicable law, tax laws are complex and their application differs from state to state. It is possible that
some taxing jurisdictions may attempt to assess additional taxes and penalties on us or assert either an error in our
calculation, a change in the application of law, or an interpretation of the law that differs from our own, which may, if
successful, adversely affect our business and results of operations.

We may be subject to periodic litigation and other regulatory proceedings, including with respect to product
liability claims. These proceedings may be affected by changes in laws and government regulations or changes in
their enforcement.

From time to time, we may be involved in lawsuits and regulatory actions relating to our business or products we sell
or have sold. These proceedings may be in jurisdictions with reputations for aggressive application of laws and
procedures against corporate defendants. We are impacted by trends in litigation, including class-action allegations
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electronic commerce. Due to the inherent uncertainties of litigation and regulatory proceedings, we cannot accurately
predict the ultimate outcome of any such proceedings. An unfavorable outcome could have an adverse effect on our
business and results of operations. Regardless of the
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outcome of any litigation or regulatory proceedings, any such proceeding could result in substantial costs and may
require that we devote substantial resources to defend the proceeding, which could affect the future premiums we
would be required to pay on our insurance policies. Changes in governmental regulations could also have adverse
effects on our business and subject us to additional regulatory actions.

Some of the products we sell may expose us to product liability claims relating to personal injury, death or property
damage allegedly caused by these products, and could require us to take corrective actions, including product recalls.
Although we maintain liability insurance, there is no guarantee that our current or future coverage will be adequate for
liabilities actually incurred, or that insurance will continue to be available on economically reasonable terms, or at all.
Product liability claims can be expensive to defend and can divert the attention of management and other personnel
for significant periods, regardless of the ultimate outcome. Claims of this nature, as well as product recalls, could also
have an adverse effect on customer confidence in the products we sell and on our reputation, business and results of
operations.

We could incur charges due to impairment of goodwill, other intangible assets and long-lived assets.

As of January 31, 2014, we had goodwill and intangible asset balances totaling $641.3 million, most of which are
subject to testing for impairment annually or more frequently if events or changes in circumstances indicate that the
asset might be impaired. Our intangible assets consist of $528.3 million for our trade name, $3.0 million of finite-lived
intangible assets and our goodwill balance was $110.0 million. Any event that impacts our reputation could result in
impairment charges for our trade name. Long-lived assets, primarily property and equipment, are also subject to
testing for impairment. A significant amount of judgment is involved in our impairment assessment. If actual results
are not consistent with our estimates and assumptions used in estimating future cash flows and asset fair values, we
could incur impairment charges for intangible assets, goodwill or long-lived assets, which could have an adverse
effect on our results of operations.

Our failure to retain our executive management team and to attract qualified new personnel could adversely affect
our business and results of operations.

We depend on the talents and continued efforts of our executive management team, which is composed of the
individuals named under �Executive Officers.� The loss of one or more of the members of our executive management
may disrupt our business and adversely affect our results of operations. Furthermore, our ability to manage further
expansion will require us to continue to train, motivate and manage employees and to attract, motivate and retain
additional qualified personnel. We believe that having personnel who are passionate about our brand and have
industry experience and a strong customer service ethic has been an important factor in our historical success, and we
believe it will continue to be important to growing our business. Competition for these types of personnel is intense,
and we may not be successful in attracting, assimilating and retaining the personnel required to grow and operate our
business profitably. With the seasonal nature of the retail business, over 3,000 flexible part-time employees join us
each year to support our varying peak seasons, including the fourth quarter holiday shopping season. An inability to
attract qualified seasonal personnel could interrupt our sales during this period.

Our plans to expand internationally may not be successful.

Our current strategies include international expansion in a number of countries around the world through a number of
channels and brands, including in Asia and Europe. We have limited experience operating in many of these locations,
and face major, established competitors and barriers to entry. In addition, in many of these locations, the real estate,
employment and labor, transportation and logistics, regulatory and other operating requirements differ dramatically
from those in the places where we have experience. Foreign currency exchange rate fluctuations may also adversely
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Moreover, consumer tastes and trends may differ in many of these locations from those in our existing locations, and
as a result, the sales of our products may not be successful or profitable. If our international expansion plans are
unsuccessful or do not deliver an appropriate return on our investments, our business could be adversely affected.

24

Edgar Filing: LANDS END INC - Form 10-K

Table of Contents 48



Table of Contents

Our business is affected by worldwide economic and market conditions; a failure of the economy to sustain its
recovery, a renewed decline in consumer-spending levels and other adverse developments, including rising
inflation, could lead to reduced revenues and gross margins and adversely affect our business, results of operations
and liquidity.

Many economic and other factors are outside of our control, including general economic and market conditions,
consumer and commercial credit availability, inflation, unemployment, consumer debt levels and other challenges
currently affecting the global economy. Continued high rates of unemployment, depressed home prices, reduced
access to credit and the domestic and international political situation may adversely affect consumer confidence and
disposable income levels. Low consumer confidence and disposable incomes could lead to reduced consumer
spending and lower demand for our products, which are discretionary items the purchase of which can be reduced
before customers adjust their budgets for necessities. These factors could have a negative impact on our sales and
cause us to increase inventory markdowns and promotional expenses, thereby reducing our gross margins and
operating results.

In addition, our liquidity needs are funded by operating cash flows and, to the extent necessary, may be funded by
borrowings under an asset-based senior secured revolving credit facility (the �ABL Facility�) that we expect to enter
into in connection with the spin-off. See �Item 7. Management�s Discussion and Analysis of Financial Condition and
Results of Operations�Liquidity and Capital Resources.� The availability of financing depends on numerous factors that
are outside of our control, including general economic and market conditions, the health of financial institutions, our
credit ratings and lenders� assessments of our prospects and the prospects of the retail industry in general. The lenders
under any credit facilities or loan agreements we may enter into may not be able to meet their commitments if they
experience shortages of capital and liquidity. There can be no assurance that our ability to otherwise access the credit
markets will not be adversely affected by changes in the financial markets and the global economy. If we are not able
to fulfill our liquidity needs through operating cash flows and/or borrowings under credit facilities or otherwise in the
capital markets, our business and financial condition could be adversely affected.

Other factors may have an adverse effect on our business, results of operations and financial condition.

Many other factors may affect our profitability and financial condition, including:

� changes in or interpretations of laws and regulations, including changes in accounting standards, taxation
requirements, product marketing application standards and environmental laws;

� differences between the fair value measurement of assets and liabilities and their actual value, particularly
for intangibles and goodwill; and for contingent liabilities such as litigation, the absence of a recorded
amount, or an amount recorded at the minimum, compared to the actual amount;

� changes in the rate of inflation, interest rates and the performance of investments held by us;

� changes in the creditworthiness of counterparties that transact business with or provide services to us; and
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� changes in business, economic and political conditions, including war, political instability, terrorist attacks,
the threat of future terrorist activity and related military action; natural disasters; the cost and availability of
insurance due to any of the foregoing events; labor disputes, strikes, slow-downs or other forms of labor or
union activity; and pressure from third-party interest groups.

Risks Related to the Spin-Off

Our historical financial information is not necessarily representative of the results that we would have achieved as
a separate, publicly traded company and may not be a reliable indicator of our future results.

Although we were an independent company prior to our acquisition by Sears Roebuck in June 2002, the more recent
historical information about us in this Annual Report on Form 10-K refers to the Lands� End�s business as operated by
and integrated with Sears Holdings. Accordingly, the historical financial information included in this Annual Report
on Form 10-K does not necessarily reflect the financial condition, results of
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operations or cash flows that we would have achieved as a separate, publicly traded company during the periods
presented or those that we will achieve in the future primarily as a result of the factors described below:

� Prior to the separation, Sears Holdings or one of its affiliates performed various corporate functions for us.
Following the spin-off, Sears Holdings or its subsidiaries will provide some of these functions to us, as
described in �Item 13. Certain Relationships and Related Transactions, and Director Independence�Our
Relationship with Sears Holdings Following the Spin-Off.� Our historical financial results reflect allocations
of corporate expenses from Sears Holdings for these functions and are likely to be less than the expenses we
would have incurred had we operated as a separate publicly traded company. Following the spin-off, we may
not be able to perform these functions as efficiently or at comparable costs, and our profitability may decline
as a result;

� Currently, we are able to use Sears Holdings� size and purchasing power in procuring various goods and
services and have shared economies of scope and scale in costs, employees, vendor relationships and
customer relationships. Although we will enter into a transition services agreement and other commercial
agreements with Sears Holdings or its subsidiaries in connection with the spin-off, these arrangements may
not fully capture the benefits we have enjoyed as a result of being integrated with Sears Holdings and may
result in us paying higher charges than in the past for these services. As a separate, publicly traded company,
we may be unable to obtain goods and services at the prices and terms obtained prior to the spin-off, which
could decrease our overall profitability. This could have an adverse effect on our business and results of
operations following the completion of the spin-off;

� Generally, our working capital requirements and capital for our general corporate purposes have historically
been satisfied as part of the corporate-wide cash management policies of Sears Holdings. Following the
spin-off, we may need to obtain additional financing from banks, through public offerings or private
placements of debt or equity securities, strategic relationships or other arrangements; and

� Our historical financial information does not reflect any debt we may incur in connection with the spin-off.
Other significant changes may occur in our cost structure, management, financing and business operations as a result
of operating as a company separate from Sears Holdings. For additional information about the past financial
performance of our business and the basis of presentation of the historical combined financial statements of our
business, see �Item 6. Selected Historical Financial Data,� �Item 7. Management�s Discussion and Analysis of Financial
Condition and Results of Operations� and the historical combined financial statements and accompanying notes
included elsewhere in this Annual Report on Form 10-K.

Sears Holdings or its subsidiaries may fail to perform under various transaction agreements that will be executed
in connection with the spin-off or we may fail to have necessary systems and services in place when certain of the
transaction agreements expire.

We rely on Sears Holdings to provide logistics, point-of-sale and related store systems to the Lands� End Shops at
Sears. In connection with the spin-off, we will enter into various agreements, including a separation and distribution
agreement, a transition services agreement and a tax sharing agreement, to effect the separation and provide a
framework for our relationship with Sears Holdings after the spin-off. In addition, we will enter into commercial
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agreements with Sears Holdings or its subsidiaries, including a master lease agreement, a master sublease agreement,
a financial services agreement, a retail operations agreement for the Lands� End Shops at Sears and a Shop Your Way
retail establishment agreement. We previously entered into a co-location and services agreement with a subsidiary of
Sears Holdings that will be amended in connection with the spin-off. These agreements are discussed in greater detail
in the section titled �Item 13. Certain Relationships and Related Transactions, and Director Independence�Our
Relationship with Sears Holdings Following the Spin-Off.� Certain of these agreements will provide for the
performance of services by each company for the benefit of the other for up to 12 months after the spin-off or, in the
case of the commercial agreements we will enter into with Sears Holdings, for the period of time otherwise specified
in the applicable agreement. We will rely on Sears
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Holdings and its subsidiaries to satisfy their performance and payment obligations under these agreements. If Sears
Holdings or its subsidiaries are unable to satisfy their obligations under these agreements, including their
indemnification obligations, we could incur operational difficulties or losses. These arrangements could lead to
disputes between Sears Holdings or its subsidiaries and us over the use of and charges for facilities and the allocation
of revenues and expenses for our sales from the Lands� End Shops at Sears and from our gift card programs.

If we do not have in place our own systems and services, or if we do not have agreements with other providers of
these services when the transaction or commercial agreements terminate, we may not be able to operate our business
effectively and our profitability may decline. We are in the process of creating our own, or engaging third parties to
provide, systems and services to replace many of the systems and services Sears Holdings and its subsidiaries
currently provide to us. We may not be successful in effectively or efficiently implementing these systems and
services or in transitioning data from Sears Holdings� systems to ours. These systems and services may also be more
expensive or less efficient than the systems and services Sears Holdings and its subsidiaries are expected to provide
during the transition period.

We may have received better terms from unaffiliated third parties than the terms we will receive in our agreements
with Sears Holdings or its subsidiaries.

The agreements we will enter into with Sears Holdings or its subsidiaries in connection with the spin-off, including
the transition services agreement, tax sharing agreement, master lease agreement, master sublease agreement, financial
services agreement, Lands� End Shops at Sears retail operations agreement and Shop Your Way retail establishment
agreement, were prepared in the context of the spin-off while we were still a wholly owned indirect subsidiary of
Sears Holdings. Accordingly, during the period in which the terms of these agreements and amendments were
prepared, we did not have an independent board of directors or a management team that was independent of Sears
Holdings. As a result, the terms of these agreements are of fixed duration and may not reflect terms that would have
resulted from arm�s-length negotiations between unaffiliated third parties. Arm�s-length negotiations between Sears
Holdings and an unaffiliated third party in another form of transaction, such as with a buyer in a sale of a business,
may have resulted in more favorable terms to the unaffiliated third party. See �Item 13. Certain Relationships and
Related Transactions, and Director Independence�Our Relationship with Sears Holdings Following the Spin-Off.�

Potential indemnification liabilities to Sears Holdings pursuant to the separation and distribution agreement could
adversely affect us.

The separation and distribution agreement with Sears Holdings will provide, among other things, the principal
corporate transactions required to effect the spin-off, certain conditions to the spin-off and provisions governing the
relationship between us and Sears Holdings with respect to and resulting from the spin-off. For a description of the
separation and distribution agreement, see �Item 13. Certain Relationships and Related Transactions, and Director
Independence�The Separation and Distribution Agreement.� Among other things, the separation and distribution
agreement provides for indemnification obligations designed to make us financially responsible for substantially all
liabilities that may exist relating to our business activities, whether incurred prior to or after the spin-off, as well as
any obligations of Sears Holdings that we may assume pursuant to the separation and distribution agreement. If we are
required to indemnify Sears Holdings under the separation and distribution agreement, we may be subject to
substantial liabilities.

If the spin-off is determined to be taxable for U.S. federal income tax purposes, our stockholders could incur
significant U.S. federal income tax liabilities.
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A condition to the spin-off is Sears Holdings� receipt of an opinion from the law firm of Simpson Thacher & Bartlett
LLP substantially to the effect that the spin-off and its associated transactions (including the Internal Transactions (as
defined in the separation and distribution agreement)) will qualify as tax-free under Sections 355, 368 and related
provisions of the U.S. Internal Revenue Code of 1986, as amended (the �Code�),
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except to the extent of any cash received in lieu of fractional shares of our common stock. An opinion of counsel is
not binding on the Internal Revenue Service (�IRS�). Accordingly, the IRS may reach conclusions with respect to the
spin-off that are different from the conclusions reached in the opinion. The opinion will rely on certain facts,
assumptions, representations and undertakings from Sears Holdings and us regarding the past and future conduct of
the companies� respective businesses and other matters, which, if incomplete, incorrect or not satisfied, could alter
counsel�s conclusions.

If the spin-off ultimately is determined to be taxable, the spin-off could be treated as a taxable dividend to you for
U.S. federal income tax purposes, and you could incur significant U.S. federal income tax liabilities. In addition, Sears
Holdings would recognize a taxable gain to the extent that the fair market value of our common stock exceeds Sears
Holdings� tax basis in such stock on the date of the spin-off. Sears Holdings would not expect tax on such gain, if any,
to be substantial. For a description of the sharing of such liabilities between Sears Holdings and us, see �Item 13.
Certain Relationships and Related Transactions, and Director Independence�Tax Sharing Agreement.�

We may not be able to engage in certain corporate transactions after the spin-off.

Our ability to engage in significant equity transactions will be limited or restricted after the spin-off in order to
preserve for U.S. federal income tax purposes the tax-free nature of the spin-off by Sears Holdings. Even if the
spin-off otherwise qualifies for tax-free treatment under Section 355 of the Code, it may be taxable to Sears Holdings
if 50% or more, by vote or value, of shares of our common stock or Sears Holdings� common stock are acquired or
issued as part of a plan or series of related transactions that includes the spin-off. For this purpose, any acquisitions or
issuances of Sears Holdings� common stock within two years before the spin-off, and any acquisitions or issuances of
our common stock or Sears Holdings� common stock within two years after the spin-off, generally are presumed to be
part of such a plan, although we or Sears Holdings may be able to rebut that presumption. If an acquisition or issuance
of shares of our common stock or Sears Holdings� common stock triggers the application of Section 355(e) of the
Code, Sears Holdings would recognize a taxable gain to the extent the fair market value of our common stock exceeds
Sears Holdings� tax basis in common stock. If the spin-off was subject to Section 355(e) of the Code, we would not
expect tax on such gain, if any, to be substantial.

Under the tax sharing agreement, there will be restrictions on our ability to take actions that could cause the spin-off to
fail to qualify for favorable treatment under the Code. These restrictions may prevent us from entering into
transactions which might be advantageous to us or our stockholders. For a description of the tax sharing agreement,
see �Item 13. Certain Relationships and Related Transactions, and Director Independence�Tax Sharing Agreement.�

Edward S. Lampert and ESL, whose interests may be different from your interests, are expected to be able to exert
substantial influence over us following the spin-off and may have interests different than yours.

Immediately following the spin-off, ESL, which beneficially owns approximately 48.4% of Sears Holdings common
stock as of the date hereof, is expected to beneficially own approximately 48.4% of the outstanding shares of our
common stock. ESL may also increase its percentage beneficial ownership of us through open market purchases of
our common stock or otherwise. ESL and its affiliates are controlled, directly or indirectly, by Mr. Lampert.
Accordingly, ESL, and thus Mr. Lampert, may have the ability to exert substantial influence over certain matters on
which holders of our common stock vote, including, among other things, the election of directors, approving mergers
or other business combinations and effecting certain amendments to our certificate of incorporation. The interests of
ESL, which has investments in companies other than us (including Sears Holdings) who are counterparties to key
agreements with us, may from time to time diverge from the interests of our other stockholders. See �Item 12. Security
Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters� for a more detailed
description of the expected beneficial ownership of our capital stock by ESL following the spin-off.
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There may be a significant degree of difficulty in operating as a separate entity and managing that process
effectively could require a significant amount of senior management�s time.

The spin-off from Sears Holdings could cause an interruption of, or loss of momentum in, the operation of our
business. Members of our senior management may be required to devote considerable amounts of time to the spin-off,
which could decrease the time they will have to manage their ordinary responsibilities. If our senior management is
not able to manage the spin-off effectively, or if any significant business activities are interrupted as a result of the
spin-off, our business and operating results could suffer.

We may not achieve some or all of the expected benefits of the spin-off, and the spin-off may adversely affect our
business.

We may not be able to achieve the full strategic and financial benefits expected to result from the spin-off, or these
benefits may be delayed or not occur at all. The spin-off is expected to provide the following benefits, among others:
(1) simplified focus and operational flexibility that will enable each of Lands� End and Sears Holdings to be better able
to dedicate resources to pursue unique growth opportunities and execute strategic plans best suited to their respective
businesses, (2) a business-appropriate capital structure for each of Sears Holdings and Lands� End, (3) focused
management and more effective equity-based compensation arrangements and (4) increasing investors� understanding
of Lands� End and its market position within its industry, while also allowing for a more natural and interested investor
base. The spin-off may also potentially enhance Lands� End�s financial flexibility, such as allowing direct access by
Lands� End to the capital markets. In contrast to a sale of the entire business, the spin-off will enable current Sears
Holdings stockholders to directly participate in any future value creation by Lands� End, while also allowing investors
the flexibility to consider Sears Holdings and Lands� End as independent investment decisions based on Lands� End�s
and Sears Holdings� different business models and strategies.

We may not achieve these and other anticipated benefits and may be subject to unanticipated costs in connection with
the spin-off for a variety of reasons, including, among others: (a) the spin-off will require significant amounts of
management�s time and effort, which may divert management�s attention from operating and growing our business;
(b) following the spin-off, we may be more susceptible to market fluctuations and other adverse events than if we
were still a part of Sears Holdings; (c) following the spin-off, our business will be less diversified than Sears Holdings�
business prior to the spin-off; and (d) the other actions required to separate Sears Holdings� and Lands� End�s respective
businesses could disrupt our operations. If we fail to achieve some or all of the benefits expected to result from the
spin-off, or if these benefits are delayed, our business and results of operations could be adversely affected.

Potential liabilities may arise under fraudulent conveyance and transfer laws and legal capital requirements, which
could have an adverse effect on our financial condition and our results of operations.

In the event that any entity involved in the spin-off (including certain internal restructuring and financing transactions
contemplated to be consummated in connection with the spin-off) subsequently fails to pay its creditors or enters
insolvency proceedings, these transactions may be challenged under U.S. federal, U.S. state and foreign fraudulent
conveyance and transfer laws, as well as legal capital requirements governing distributions and similar transactions. If
a court were to determine under these laws that, (a) at the time of the spin-off, the entity in question: (1) was
insolvent; (2) was rendered insolvent by reason of the spin-off; (3) had remaining assets constituting unreasonably
small capital; (4) intended to incur, or believed it would incur, debts beyond its ability to pay these debts as they
matured; or (b) the transaction in question failed to satisfy applicable legal capital requirements, the court could
determine that the spin-off was voidable, in whole or in part. Subject to various defenses, the court could then require
Sears Holdings or us, or other recipients of value in connection with the spin-off (potentially including our
stockholders as recipients of shares of our common stock in connection with the spin-off), as the case may be, to turn
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The measure of insolvency and applicable legal capital requirements will vary depending upon the jurisdiction whose
law is being applied.

29

Edgar Filing: LANDS END INC - Form 10-K

Table of Contents 58



Table of Contents

Risks Related to Our Indebtedness

Our leverage may place us at a competitive disadvantage in our industry. We expect that the agreements governing
our debt will contain various covenants that impose restrictions on us that may affect our ability to operate our
business.

We will have substantial leverage following the spin-off and, accordingly, will have significant debt service
obligations. Our debt and debt service requirements could adversely affect our ability to operate our business and may
limit our ability to take advantage of potential business opportunities. Our expected level of debt presents the
following risks, among others:

� we could be required to use a substantial portion of our cash flow from operations to pay principal (including
amortization) and interest on our debt, thereby reducing the availability of our cash flow to fund working
capital, capital expenditures, strategic acquisitions and other general corporate requirements or causing us to
make non-strategic divestitures;

� our interest expense could increase if prevailing interest rates increase, because we expect a substantial
portion of our debt to bear interest at variable rates;

� our substantial leverage could increase our vulnerability to economic downturns and adverse competitive
and industry conditions and could place us at a competitive disadvantage compared to those of our
competitors that are less leveraged;

� our debt service obligations could limit our flexibility in planning for, or reacting to, changes in our business,
our industry and changing market conditions and could limit our ability to pursue other business
opportunities, borrow more money for operations or capital in the future and implement our business
strategies;

� our level of debt may restrict us from raising additional financing on satisfactory terms to fund
working capital, capital expenditures, strategic acquisitions and other general corporate
requirements;

� we expect that the agreements governing our debt will contain covenants that will limit our ability to pay
dividends or make other restricted payments and investments;

� we expect that the agreements governing our debt will contain operating covenants that could limit our and
our operating subsidiaries� ability to engage in activities that may be in our best interests in the long term,
including, without limitation, by restricting our and our subsidiaries� ability to incur debt, create liens, enter
into transactions with affiliates or prepay certain kinds of indebtedness. However, we expect that the credit
agreements governing our debt will not contain any financial covenants unless we fall below a minimum
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level of borrowing availability under the ABL Facility; and

� the failure to comply with these covenants could result in an event of default which, if not cured or waived,
could result in the acceleration of the applicable debt, and may result in the acceleration of any other debt to
which a cross-acceleration or cross-default provision applies. In the event our creditors accelerate the
repayment of our borrowings, we and our subsidiaries may not have sufficient assets to repay that debt.

We may need additional financing in the future for our general corporate purposes, and such financing may not be
available on favorable terms, or at all, and may be dilutive to existing stockholders.

We may need to seek additional financing for our general corporate purposes, such as to finance our international
expansion and the growth of our Retail segment. We may be unable to obtain any desired additional financing on
terms favorable to us, or at all. If adequate funds are not available on acceptable terms, we may be unable to fund our
expansion, successfully develop or enhance our products, or respond to competitive pressures, any of which could
negatively affect our business. If we raise additional funds through the issuance of equity securities, our stockholders
could experience dilution of their ownership interest. If we raise additional funds by issuing debt, we may be subject
to limitations on our operations due to restrictive covenants.
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Risks Related to Our Common Stock

We cannot be certain that an active trading market for our common stock will develop or be sustained after the
spin-off, and following the spin-off, our stock price may fluctuate significantly.

A public market for our common stock does not currently exist. We anticipate that on or prior to the record date for
the distribution, trading of shares of our common stock will begin on a �when-issued� basis and will continue through
the distribution date, although we cannot guarantee that such trading will occur. We also cannot guarantee that an
active trading market will develop or be sustained for our common stock after the spin-off, nor can we predict the
prices at which shares of our common stock may trade after the spin-off. Similarly, we cannot predict the effect of the
spin-off on the trading prices of our common stock or whether the combined market value of the shares of our
common stock and the shares of Sears Holdings common stock after the spin-off will be less than, equal to or greater
than the market value of shares of Sears Holdings common stock prior to the spin-off.

The market price of our common stock may fluctuate significantly due to a number of factors, some of which may be
beyond our control, including:

� actual or anticipated fluctuations in our operating results;

� changes in earnings estimated by securities analysts or our ability to meet those estimates;

� the operating and stock price performance of comparable companies;

� changes to the regulatory and legal environment under which we operate;

� domestic and worldwide economic conditions; and

� sales by investors of some or all of the shares of our common stock that they receive in the spin-off.
Further, when the market price of a company�s common stock drops significantly, stockholders often initiate securities
class action lawsuits against the company. A lawsuit against Lands� End could cause us to incur substantial costs and
could divert the time and attention of our senior management and other resources.

A number of our shares of common stock are or will be eligible for future sale, which may cause our stock price to
decline.

Any sales of substantial amounts of our common stock in the public market or the perception that such sales might
occur, in connection with the spin-off or otherwise, may cause the market price of our common stock to decline. Upon
completion of the spin-off, we expect that we will have an aggregate of approximately 32 million shares of our
common stock issued and outstanding on the distribution date. These shares will be freely tradable without restriction
or further registration under the U.S. Securities Act of 1933, as amended (the �Securities Act�), unless the shares are
owned by one of our �affiliates,� as that term is defined in Rule 405 under the Securities Act.
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We are unable to predict whether large amounts of our common stock will be sold in the open market following the
spin-off. We are also unable to predict whether a sufficient number of buyers would be in the market at that time. A
portion of Sears Holdings� common stock is held by index funds tied to certain stock indices. If we are not included in
these indices at the time of the spin-off, these index funds will be required to sell our stock.

We expect that, immediately following the spin-off, ESL, which beneficially owns approximately 48.4% of Sears
Holdings common stock as of the date of this Annual Report on Form 10-K, will beneficially own approximately
48.4% of our outstanding common stock. ESL will, in its sole discretion, determine the timing and terms of any
transactions with respect to its shares of Lands� End common stock, taking into account business and market
conditions and other factors that it deems relevant. ESL is not subject to any contractual obligation to maintain its
ownership position in us. Consequently, we cannot assure you that ESL will maintain its ownership
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interest in us. Any sale by ESL of our common stock or any announcement by ESL that it has decided to sell shares of
our common stock, or the perception by the investment community that ESL has sold or decided to sell shares of our
common stock, could have an adverse impact on the price of our common stock. For further description of transfer
restrictions that may apply to our capital stock, see �The Spin-Off�Transferability of Shares You Receive� in our
previously filed Registration Statement on Form 10, as amended.

The combined post-spin-off value of our common stock and Sears Holdings common stock may not equal or exceed
the pre-spin-off value of Sears Holdings common stock.

We cannot assure you that the combined trading prices of Sears Holdings common stock and our common stock after
the spin-off, as adjusted for any changes in the combined capitalization of the two companies, will be equal to or
greater than the trading price of Sears Holdings common stock prior to the spin-off. Until the market has fully
evaluated the business of Sears Holdings without the Lands� End business, the price at which shares of Sears Holdings
common stock trade may fluctuate. Similarly, until the market has fully evaluated the Lands� End business, the price at
which shares of our common stock trade may fluctuate.

We do not expect to pay dividends for the foreseeable future.

We do not currently expect to declare or pay dividends on our common stock for the foreseeable future following the
spin-off. Instead, we intend to retain earnings to finance the growth and development of our business and for working
capital and general corporate purposes. Any payment of dividends will be at the discretion of our board of directors
and will depend upon various factors then existing, including earnings, financial condition, results of operations,
capital requirements, level of indebtedness, any contractual restrictions with respect to payment of dividends,
restrictions imposed by applicable law, general business conditions and other factors that our board of directors may
deem relevant. As a result, you may not receive any return on an investment in our capital stock in the form of
dividends.

Your percentage ownership in Lands� End may be diluted in the future.

In the future, your percentage ownership in Lands� End may be diluted because of equity issuances for acquisitions,
strategic investments, capital market transactions or otherwise, including equity awards that we may grant to our
directors, officers and employees. Our compensation committee may grant additional stock options or
other stock-based awards to our employees after the spin-off. These awards would have a dilutive effect on our
earnings per share, which could adversely affect the market price of our common stock. From time to time, we may
issue additional options or other stock-based awards to our employees under our employee benefits plans.

Becoming a public company will increase our expenses and administrative burden, in particular to bring us into
compliance with certain provisions of the Sarbanes-Oxley Act of 2002.

As a public company, we will incur certain legal, accounting and other expenses that we did not incur as a subsidiary
of Sears Holdings. These increased costs and expenses may arise from various factors, including financial reporting,
costs associated with complying with federal securities laws (including compliance with the Sarbanes-Oxley Act of
2002), tax administration, and legal and human-resources related functions. Although we expect that a number of
these functions will continue to be performed by subsidiaries of Sears Holdings following the spin-off, we will be
required to, among other things, create or revise the roles and duties of board committees, adopt additional internal
controls and disclosure controls and procedures, retain a transfer agent and adopt an insider trading policy in
compliance with our obligations under the securities laws.
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We also expect that being a public company subject to additional laws, rules and regulations will require the
investment of additional resources to ensure ongoing compliance with these laws, rules and regulations. In addition,
these laws, rules and regulations may make it more difficult and more expensive for us to obtain director and officer
liability insurance, and we may be required to accept reduced policy limits and coverage or
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incur substantially higher costs to obtain the same or similar coverage. As a result, it may be more difficult for us to
attract and retain qualified executive officers and qualified persons to serve on our board of directors, and in particular
to serve on our audit committee.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Facilities and Store Locations

We own or lease domestic properties and international offices, customer sales/service centers, distribution centers and
retail stores. Most of our stores are located inside of existing Sears stores. In such cases, we expect to enter into a lease
or sublease with Sears Roebuck for the portion of the space in which our store will operate and pay rent directly to
Sears Roebuck or one of its affiliates on the terms negotiated in connection with the spin-off. We believe that our
existing facilities are well maintained and are sufficient to meet our current needs. We review all leases set to expire in
the short term to determine the appropriate action to take with respect to them, including moving or closing stores,
entering into new leases or purchasing property.

Domestic Headquarters, Customer Service and Distribution Properties

The headquarters for our business is located on an approximately 200 acre campus in Dodgeville, Wisconsin. The
Dodgeville campus includes approximately 1.7 million square feet of building space between eight different buildings
that are all owned by Lands� End. The primary functions of these buildings are customer sales/service, distribution
center and corporate headquarters. We also own customer sales/service and distribution centers in Reedsburg and
Stevens Point, Wisconsin.

International Office, Customer Service and Distribution Properties

We own a distribution center and customer sales/service center in Oakham, England that supports our northern
European business. We lease two buildings in Mettlach, Germany for customer sales/service center supporting our
central European business. We also lease office space in Shinyokohama, Japan for a customer sales/service center as
well as general administrative offices and a distribution center in Fujieda, Japan.

Lands� End Retail Properties

As of January 31, 2014, our retail properties consisted of 274 Lands� End Shops at Sears, which averaged
approximately 7,300 square feet, and 16 Lands� End Inlet stores, which averaged approximately 7,800 square feet.
With respect to our Lands� End Shops at Sears, following the spin-off, we expect to lease the premises of such stores
from Sears Roebuck. With respect to our Lands� End Inlet stores, as of January 31, 2014, 15 were leased and one was
owned, with 13 located in the United States, two in the United Kingdom and one in Germany. For a description of the
master lease and sublease agreements we expect to enter into with Sears Roebuck, see �Item 13. Certain Relationships
and Related Transactions, and Director Independence�Other Agreements�.

ITEM 3. LEGAL PROCEEDINGS
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We are involved in various claims, legal proceedings and investigations, including those described below. While it is
not feasible to predict the outcome of such pending claims, proceedings and investigations with certainty,
management is of the opinion that their ultimate resolution should not have a material adverse effect on our results of
operations, cash flows or financial position, except where noted below.

Lands� End�s legal proceedings include commercial, intellectual property, employment, regulatory, and product liability
claims. Some of these actions involve complex factual and legal issues and are subject to uncertainties. There are no
material legal proceedings presently pending, except for routine litigation incidental
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to the business to which the Company is a party or of which any of its property is the subject, and the matters
described below. We do not believe that the outcome of any current legal proceeding would have a material adverse
effect on results of operations, cash flows or financial position taken as a whole.

Beginning in 2005, we initiated the first of several claims in Iowa County Circuit Court against the City of Dodgeville
to recover overpaid taxes resulting from the city�s excessive assessment of the Company�s headquarters campus. As of
December 1, 2013, the courts reviewing these claims have ordered the city to return, and the city has refunded, over
$3.2 million in excessive taxes and interest to Lands� End, including approximately $1.6 million for the case involving
the 2005 and 2006 tax years, that was recognized in fiscal 2009, and a partial recovery of approximately $1.6 million
for the consolidated cases, involving the 2007, 2009 and 2010 tax years, recognized in fiscal 2013 and for which we
have appealed seeking the remainder of our claim of $1.2 million plus additional interest. In September 2013, the
Wisconsin Court of Appeals awarded us $725,000 in tax reimbursement plus an as-yet uncalculated amount of interest
on our claim relating to the 2008 tax year, which the City of Dodgeville has not yet paid. Excluding the claim relating
to the 2005 and 2006 tax years for which all appeals have been exhausted, we believe our outstanding claims covering
the still-disputed tax years from 2007 through 2012 may yield a potential aggregate recovery from the City of
Dodgeville of up to $4.6 million, none of which has been recorded in the combined financial statements.

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 Information

There is currently no public trading market for our common stock. On March 17, 2014, our Registration Statement on
Form 10 (File No. 001-09769), covering our common stock, became effective under the Securities Exchange Act of
1934, as amended. We have applied to list our common stock on NASDAQ under the symbol �LE.� We have not and
will not set the initial price of our common stock. The initial price will be established by the public markets.

We cannot predict the price at which our common stock will trade after the spin-off. In fact, the combined trading
prices, after the spin-off, of the shares of Lands� End common stock that each Sears Holdings stockholder will receive
in the distribution and the shares of Sears Holdings common stock held as of the record date may not equal the
�regular-way� trading price of a Sears Holdings share immediately prior to the spin-off. The price at which Lands� End
common stock trades may fluctuate significantly, particularly until an orderly public market develops. Trading prices
for Lands� End common stock will be determined in the public markets and may be influenced by many factors. See
�Risk Factors�Risks Related to Our Common Stock.�

Stockholders

As of March 25, 2014, we had 1 stockholder of record.

Dividends

Except for a $500 million dividend we expect to pay to a subsidiary of Sears Holdings as part of the spin-off, we have
not paid, and we do not expect to pay in the foreseeable future, dividends on our common stock. Any payment of
dividends will be at the discretion of our board of directors and will depend upon various factors then existing,
including earnings, financial condition, results of operations, capital requirements, level of indebtedness, any
contractual restrictions with respect to payment of dividends, restrictions imposed by applicable law, general business
conditions and other factors that our board of directors may deem relevant.

Securities Authorized for Issuance under Equity Compensation Plans

As of January 31, 2014, we have not authorized any of our equity securities for issuance under any compensation
plans. Following the spin-off, we may issue shares pursuant to equity compensation plans approved by our sole
stockholder of record. See �Executive Compensation� in Item 11 of this Annual Report on Form 10-K, which is
incorporated herein by reference.

Unregistered Sales of Equity Securities and Use of Proceeds

During the three years ended January 31, 2014, we did not issue or sell any shares of our common stock or other
equity securities pursuant to unregistered transactions in reliance upon an exemption from the registration
requirements of the Securities Act of 1933, as amended.

Issuer Purchases of Equity Securities
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ITEM 6. SELECTED FINANCIAL DATA

The combined statements of comprehensive operations data set forth below for the fiscal years ended January 31,
2014, February 1, 2013 and January 27, 2012 and the combined balance sheet data as of January 31, 2014 and
February 1, 2013 are derived from the audited combined financial statements included elsewhere in this Annual
Report on Form 10-K. The combined statements of comprehensive operations data for the fiscal year ended
January 28, 2011 and the combined balance sheet data as of January 27, 2012 are derived from audited combined
financial statements not included in this Annual Report on Form 10-K. The combined statements of comprehensive
operations data for the fiscal years ended January 29, 2010 and the combined balance sheet data as of January 28,
2011 and January 29, 2010 are derived from the unaudited combined financial statements that are not included in this
Annual Report on Form 10-K. All such historical financial and other data reflects the Lands� End business of Sears
Holdings and is referred to herein as �our� historical financial and other data.

The selected historical combined financial and other financial data presented below should be read in conjunction with
our combined financial statements and accompanying notes and �Item 7. Management�s Discussion and Analysis of
Financial Condition and Results of Operations� included elsewhere in this Annual Report on Form 10-K. Our
combined financial information may not be indicative of our future performance and does not necessarily reflect what
our financial position and results of operations would have been had we operated as a publicly traded company
independent from Sears Holdings during the periods presented, including changes that will occur in our operations and
capitalization as a result of the separation from Sears Holdings.

Fiscal Year
(in thousands, except per share data and number of stores) 2013 2012 2011 2010 2009
Combined Statement of Comprehensive Operations
Data(1)

Merchandise sales and services, net $ 1,562,876 $ 1,585,927 $ 1,725,627 $ 1,655,574 $ 1,656,408
Net income $ 78,847 $ 49,827 $ 76,234 $ 121,264 $ 128,343
Basic and diluted earnings per common share(2) $ 2.47 $ 1.56 $ 2.39 $ 3.79 $ 4.02
Basic and diluted average shares outstanding 31,957 31,957 31,957 31,957 31,957
Combined Balance Sheet Data
Total assets $ 1,194,275 $ 1,217,722 $ 1,238,923 $ 1,186,585 $ 1,192,741
Other Financial and Operating Data
Adjusted EBITDA(3) $ 150,010 $ 107,673 $ 144,996 $ 206,498 $ 225,355

Number of retail stores at year end 290 293 306 309 310

(1) Our fiscal year end is on the Friday preceding the Saturday closest to January 31 each year. Fiscal year 2012
consisted of 53 weeks. All other fiscal years consisted of 52 weeks.

(2) On April 4, 2014, Sears Holdings Corporation expects to distribute 31,956,521 shares of Lands� End common
stock. The computation of basic and diluted shares for all periods through January 31, 2014 was calculated using
the number of shares outstanding on the record date, March 24, 2014, and that are expected to be distributed on
April 4, 2014. The same number of shares was used to calculate basic and diluted earnings per share since no
Lands� End equity awards are expected to be outstanding prior to the distribution. Refer to �Note 2�Summary of
Significant Accounting Policies� to the combined financial statements for information regarding earnings per
share.
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(3) Adjusted EBITDA�In addition to our net income determined in accordance with accounting principles generally
accepted in the United States of America (�GAAP�), for purposes of evaluating operating performance, we use
Adjusted EBITDA, which is adjusted to exclude certain significant items as set forth below. Our management
uses Adjusted EBITDA to evaluate the operating performance of our business, as well as executive compensation
metrics, for comparable periods. Adjusted EBITDA should not be used by investors or other third parties as the
sole basis for formulating investment decisions as it excludes a number of important cash and non-cash recurring
items. Adjusted EBITDA should not be considered as a substitute for GAAP measurements.
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While Adjusted EBITDA is a non-GAAP measurement, management believes that it is an important indicator of
operating performance, and useful to investors, because:

� EBITDA excludes the effects of financing and investing activities by eliminating the effects of interest and
depreciation costs; and

� Other significant items, while periodically affecting our results, may vary significantly from period to period
and have a disproportionate effect in a given period, which affects comparability of results. We have
adjusted our results for these items to make our statements more comparable and therefore more useful to
investors as the items are not representative of our ongoing operations. These adjustments are shown below:

� Restructuring costs�costs associated with a call center and administrative reorganization in 2012.
Management considers these costs to be infrequent and affecting comparability of results between
reporting periods.

� Gain on a litigation settlement�income from a favorable litigation settlement in 2010 related to a breach
of contract and trade secret matter. Management considers this income to be infrequent and affecting
comparability of results between reporting periods.

� Gain or loss on the sale of property and equipment�management considers the gains or losses on sale of
assets to result from investing decisions rather than ongoing operations.

The following table presents a reconciliation of Adjusted EBITDA to net income, the most comparable GAAP
measure for each of the periods indicated:

Fiscal Year
(in thousands) 2013 2012 2011 2010 2009
Net income $ 78,847 $ 49,827 $ 76,234 $ 121,264 $ 128,343
Income tax expense 49,544 32,243 45,669 72,365 76,245
Other (income) loss, net (50) (67) (95) (45) 486
Depreciation and amortization 21,599 23,121 22,686 21,963 20,281
Restructuring costs �  2,479 �  �  �  
Gain on litigation settlement �  �  �  (9,051) �  
Loss on sale of property and equipment 70 70 502 2 �  
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