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Item 2.02 Results of Operations and Financial Condition.
On January 24, 2013, Arctic Cat Inc. (the Registrant) issued a press release regarding the Registrants results of operations for the
third quarter ended December 31, 2012 and conducted an earnings conference call regarding such results of operations. The full text of
the press release is furnished as Exhibit 99.1 to this Form 8-K and a transcript of the earnings conference call is furnished as Exhibit
99.2 to this Form 8-K. A recording of the earnings conference call has been posted to the Registrants website at www.arcticcat.com.
Item 7.01 Regulation FD Disclosure
The information set forth in response to Item 2.02 of this Form 8-K is incorporated by reference in response to this Item 7.01.
Item 9.01 Financial Statements and Exhibits.
(d) Exhibits.
99.1

Press release issued on January 24, 2013 regarding the Registrants results of operations for the third quarter ended
December 31, 2012.

99.2

Transcript of the Registrants earnings conference call held on January 24, 2013.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, hereunto duly authorized.
ARCTIC CAT INC.
By

/s/ TIMOTHY C. DELMORE
Timothy C. Delmore
Chief Financial Officer

Dated: January 28, 2013
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Press release issued on January 24, 2013 regarding the Registrants results of operations for the third quarter ended
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Exhibit 99.1
Financial Release
ARCTIC CAT REPORTS RECORD EPS IN FISCAL 2013 THIRD QUARTER
Quarterly EPS increased 41 percent to record $1.30 versus $0.92 in prior-year quarter;
Net sales up 5 percent in quarter to $218.0 million on strong North American ATV/side-by-side sales;
Company reports record year-to-date net earnings and earnings per diluted share;
Raising full-year earnings outlook for fiscal 2013
MINNEAPOLIS(BUSINESS WIRE)Jan. 24, 2013 Arctic Cat Inc. (NASDAQ:ACAT) today reported record earnings per diluted
share of $1.30 on net earnings of $17.9 million for the fiscal 2013 third quarter ended December 31, 2012, compared to prior-year
earnings per diluted share of $0.92 on net earnings of $17.0 million. Net sales in the fiscal 2013 third quarter increased 5 percent to
$218.0 million versus net sales of $207.0 million in the same quarter last year.
We are very pleased to report record earnings per share and increased sales in our third quarter, compared to a strong prior-year quarter
of double-digit sales and earnings gains, said Claude Jordan, Arctic Cats chairman and chief executive officer. The companys
results are in line with our expectations for continued top- and bottom-line growth. During the fiscal third quarter, we made further
progress on our growth strategy to enter new market segments by introducing two new Wildcat pure sport side-by-sides that will begin
shipping during the fiscal fourth quarter. These included our first four-seat Wildcat model and a high-performance, 90-plus horsepower
Wildcat 1000 X model. We now have four models in our Wildcat line, all of which we launched in the past 13 months.
Among the highlights of Arctic Cats fiscal 2013 third quarter financial results versus the prior-year quarter:


Net sales grew 5 percent, chiefly fueled by North American sales of Wildcat and Prowler side-by-sides, and all-terrain
vehicles (ATVs);



Global ATV and side-by-side business increased sales by 28 percent;



Earnings per diluted share rose 41 percent to a record high, driven by improved earnings and a lower share count;



Gross margins improved 22 basis points, due to higher volumes;



Operating profit rose 5.7 percent;



Cash increased 26.6 percent to $96.6 million; and



The company had no long-term debt.
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For the nine months ended December 31, 2012, Arctic Cat reported the highest net earnings and earnings per diluted share in the
companys history. Year-to-date earnings per diluted share rose 68 percent to a record $3.25 on record net earnings of $44.8 million,
compared to prior-year earnings per diluted share of $1.94 on net earnings of $36.1 million. The companys year-to-date net sales
increased 15 percent to $558.4 million versus net sales of $486.8 million in the first nine months last year.
Business Line Results
Sales in Arctic Cats all-terrain vehicle (ATV)/side-by-side business rose 28 percent to $69.6 million, up from $54.4 million in the same
period last year. The increase was primarily due to strong global demand from dealers and distributors for the Wildcat side-by-side.
Year-to-date ATV/side-by-side sales grew 40 percent to $212.2 million compared to $151.1 million in the first nine months of fiscal
2012.
Sales of Wildcat side-by-sides met our high expectations for the third quarter and year to date, said Jordan. We remain pleased with
consumer and dealer enthusiasm for the Wildcat, and anticipate growing revenue contributions from our expanding Wildcat line.
Arctic Cats ATV/side-by-side business rose to 38 percent of consolidated sales year-to-date, up from 31 percent of consolidated sales
in the same period last year. As part of our overall growth strategy, we are focused on further increasing our ATV/side-by-side business
as a percent of Arctic Cats total sales going forward, driven by innovative product launches in this market segment, said Jordan. We
continued to advance this goal with our recent launch of two new Wildcat models. In addition, we have a robust new product pipeline
for future growth.
Arctic Cats snowmobile sales in the fiscal 2013 third quarter were down 2 percent to $122.4 million from $125.2 million in the prioryear quarter. Year-to-date snowmobile sales increased 5 percent to $269.0 million, up from $257.3 million in the same period last year,
led by growth in Canada and other international markets.
Commented Jordan: We anticipated that this would be a tough quarterly comparison for our snowmobile sales, as we are up against
strong snowmobile sales in the year-ago quarter. Last year, we unveiled the largest new snowmobile introduction in the companys
history, with 23 all-new models representing 75 percent of our offerings.
Arctic Cats new 2013 model year snowmobiles have received industry awards as the Best High Performance for the F800 Sno Pro RR
(race-replica) and Best Crossover for the CrossTour 1100 Turbo. The companys 2013 model year snowmobiles are built on its new
ProCross performance and ProClimb mountain chassis platforms, both of which offer innovative suspension, drive and braking
technologies.
Arctic Cat is committed to investing in research and development across its product lines, in order to remain an industry innovation
leader and in anticipation of manufacturing its own snowmobile engines.
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Sales of parts, garments and accessories (PG&A) in the fiscal 2013 third quarter were down 5 percent to $26.0 million versus $27.4
million in the prior-year quarter. An increase in Wildcat parts and accessories sales in the fiscal 2013 third quarter was not sufficient to
offset a decline in snowmobile garment sales, due to lower than expected early season snowfall. Year-to-date PG&A sales totaled $77.1
million, down 2 percent from $78.4 million in the year-ago period. For the fiscal 2013 full year, Arctic Cat continues to anticipate
increased PG&A sales of 1 percent to 3 percent.
Company Raises Fiscal 2013 Earnings Outlook
We remain on track to deliver the highest net earnings in Arctic Cats 50-year history for the fiscal 2013 full year, said Jordan. We
expect to continue generating higher revenue and earnings by developing innovative new products and entering new market segments.
Our strategies are working and we are raising our full-year earnings guidance.
In fiscal 2013, Arctic Cat anticipates continued gains in its ATV/side-by-side business, fueled by the growth potential for the Wildcat
and Prowler side-by-side offerings, and many exciting new products being developed. Additionally, the company remains focused on
further enhancing profitability through operational efficiencies and cost controls.
Arctic Cats fiscal 2013 outlook includes the following assumptions versus the prior fiscal year: ATV North America industry retail
sales flat to up 5 percent; side-by-side North America industry retail sales up 10 to 20 percent; snowmobile North America industry
retail sales down 2 percent to up 2 percent; Arctic Cat dealer inventories flat to up 5 percent; operating expense levels that are down
slightly as a percent of sales; and increasing cash flow from operations. The company expects gross margins to improve between 20 and
60 basis points in fiscal 2013.
For the fiscal year ending March 31, 2013, Arctic Cat now estimates that fiscal 2013 earnings per diluted share will be in the range of
$2.75 to $2.85, an increase of 60 percent to 66 percent compared to fiscal 2012. Previously, the company estimated fiscal 2013 earnings
of $2.65 to $2.75 per diluted share. The company continues to anticipate sales for the full 2013 fiscal year in the range of $664 million
to $684 million, an increase of approximately 13 percent to 17 percent versus fiscal 2012.
Board Additions
Arctic Cat added two new members to its board of directors in the fiscal 2013 third quarter. Joe Puishys is president and CEO of Apogee
Enterprises and Stan Askren is chairman and CEO of HNI Corporation. Arctic Cat now has eight members on its board of directors, the
majority of whom are independent.
We look forward to benefiting from their insights, as we pursue continued growth and enhanced operational efficiency, said Jordan.
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Conference Call
Arctic Cat will host a conference call to discuss the fiscal 2013 third quarter results today, January 24, 2013, at 9:30 a.m. CT (10:30 a.m.
ET). To listen to the live call, dial toll-free 1-877-941-0843. The live webcast and replay also may be accessed through the investor
relations section of www.arcticcat.com/corporate. In addition, a telephone replay will be available through January 31, 2013, by dialing
1-800-406-7325, pass code: 4592024.
About Arctic Cat
Arctic Cat Inc. designs, engineers, manufactures and markets all-terrain vehicles (ATVs), side-by-sides and snowmobiles under the
Arctic Cat® brand name, as well as related parts, garments and accessories. Its common stock is traded on the Nasdaq Global Select
Market under the ticker symbol ACAT. More information about Arctic Cat and its products is available at www.arcticcat.com.
Forward-Looking Statements
The Private Securities Litigation Reform Act of 1995 provides a safe harbor for certain forward-looking statements. The Companys
Annual Report, as well as the Report on Form 10-K, its Quarterly Reports on Form 10-Q and other filings with the Securities and
Exchange Commission, the Companys press releases and oral statements made with the approval of an authorized executive officer,
contain forward-looking statements that reflect the Companys current views with respect to future events and financial performance.
These forward-looking statements are subject to certain risks and uncertainties that could cause actual results to differ materially from
historical results or those anticipated. The words aim, believe, expect, anticipate, intend, estimate and other expressions
that indicate future events and trends identify forward-looking statements including statements related to our fiscal 2013 outlook. Actual
future results and trends may differ materially from historical results or those anticipated depending on a variety of factors, including,
but not limited to: product mix and volume; competitive pressure on sales, pricing and sales incentives; increase in material or
production cost which cannot be recouped in product pricing; changes in the sourcing of engines; interruption of dealer floorplan
financing; warranty expenses and product recalls; foreign currency exchange rate fluctuations; product liability claims and other legal
proceedings in excess of reserves or insured amounts; environmental and product safety regulatory activity; effects of the weather;
general economic conditions and political changes; interest rate changes; consumer demand and confidence; and those set forth in the
Companys Annual Report on Form 10-K for the year ended March 31, 2012, under heading Item 1A. Risk Factors. The Company
does not undertake any obligation to publicly update or revise any forward-looking statement, whether as a result of new information,
future events or otherwise.
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ARCTIC CAT INC.
Financial Highlights
(000s omitted, except per share amounts)
(Unaudited)
Three Months Ended

Nine Months Ended

December 31,

Net Sales
Snowmobile & ATV Units
Parts, Garments & Accessories
Total Net Sales
Cost of Goods Sold
Snowmobile & ATV Units
Parts, Garments & Accessories
Total Cost of Goods Sold
Gross Profit
Operating Expenses
Selling & Marketing
Research & Development
General & Administrative
Total Operating Expenses
Operating Profit
Other Income (Expense)
Interest Income
Interest Expense
Total Other Income (Expense)
Earnings Before Income Taxes
Income Taxes
Net Earnings
Net Earnings Per Share
Basic
Diluted
Weighted Average Shares Outstanding:
Basic
Diluted

December 31,

2012

2011

2012

2011

$191,986
26,030
218,016

$179,659
27,363
207,022

$481,213
77,144
558,357

$408,378
78,403
486,781

150,177
17,041
167,218
50,798

142,541
16,704
159,245
47,777

371,733
49,317
421,050
137,307

320,513
47,067
367,580
119,201

10,041
5,084
8,002
23,127
27,671

10,186
4,773
6,635
21,594
26,183

28,866
14,429
24,467
67,762
69,545

28,431
12,596
22,664
63,691
55,510

10
(2
)
8
27,679
9,826
$17,853

23
(1
)
22
26,205
9,177
$17,028

27
(84
)
(57
)
69,488
24,668
$44,820

68
(7
)
61
55,571
19,455
$36,116

$1.35
$1.30

$0.96
$0.92

$3.41
$3.25

$2.00
$1.94

13,220
13,684
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17,721
18,489

13,144
13,796

18,054
18,633

December 31,

Selected Balance Sheet Data:
Cash and Short-term Investments
Accounts Receivable, net
Inventories
Total Assets
Short-term Bank Borrowings
Total Current Liabilities
Long-term Debt
Shareholders Equity

2012

2011

$96,621
50,769
97,027
308,189
0
125,061
0
179,733

$76,296
52,187
87,867
279,207
0
134,894
0
142,227

Three Months Ended

Nine Months Ended

December 31,
Product Line Data:

Snowmobiles
All-Terrain Vehicles
Parts, Garments & Accessories
Total Sales

December 31,

2012

2011

Change

$122,425
69,561
26,030
$218,016

$125,227
54,432
27,363
$207,022

-2
28
-5
5

Source: Arctic Cat Inc.
Arctic Cat Inc.
Timothy C. Delmore, 763-354-1800
Chief Financial Officer
or
Padilla Speer Beardsley Inc.
Shawn Brumbaugh, 612-455-1754
sbrumbaugh@padillaspeer.com
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%
%
%
%

2012

2011

Change

$269,011
212,202
77,144
$558,357

$257,258
151,120
78,403
$486,781

5
40
-2
15

%
%
%
%

Exhibit 99.2
ARCTIC CAT, #4592024
ARCTIC CAT FISCAL 2013 THIRD QUARTER EARNINGS
CONFERENCE CALL
January 24, 2013, 9:30 AM CT
Operator:

Good day, ladies and gentlemen, and welcome to the Arctic Cat Fiscal 2013 Third Quarter Earnings
Conference Call. At this time, all participants are in a listen-only mode. Following todays presentation, the
conference will be open for questions. If you have a question, please press the star, followed by the one. If
youd like to withdraw your question, press the star, followed by the two. And if you are using speaker
equipment, please lift the handset before making your selection. As a reminder, this conference is being
recorded today, January 24th, 2013.
I would now like to turn the conference over to Shawn Brumbaugh with Padilla Speer Beardsley. Please go
ahead.

Shawn Brumbaugh:

Thank you, and thank you for joining us this morning. Im Shawn Brumbaugh with Padilla Speer Beardsley.
Before the market opened this morning, Arctic Cat released results for its fiscal 2013 third quarter ended
December 31st, 2012. Participating in our call today to discuss the Companys performance and outlook will
be the Chairman and Chief Executive Officer, Claude Jordan, and Chief Financial Officer, Tim Delmore.
Following their remarks, well have time for any questions.
Before we begin, please note that some of the comments made today will be forward-looking statements
regarding the Companys expectations of future performance. Such statements are subject to risks and
uncertainties and actual results may differ materially from those contained in the statements. These risks and
uncertainties are described in todays news release and in the Companys filings with the Securities and
Exchange Commission. We encourage you to review these documents for a description of risk factors that may
affect results.
Now Ill turn the call over to Arctic Cats CEO, Claude Jordan. Claude?

Claude Jordan:

Thanks, Shawn. Good morning, everyone, and thanks for joining us today. This morning, I will cover the
individual performance of our three businesses during the third quarter, as well as the progress we have made
in the area of sales, profitability and operational excellence. Following my comments, Tim Delmore, our CFO,
will review our financial performance.
Overall, we were pleased with our performance for the third quarter. As we mentioned at the beginning of the
year, we set out to grow sales in all product categories, improve gross margins, increasing earnings per share,
generate additional cash and strengthen our balance sheet. Through the third quarter, we are on track to
accomplish each of these.

Arctic Cat

1/24/2013
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In regard to the individual businesses, snowmobile sales were down 2% for the quarter, primarily driven by the
decision to ship snowmobiles earlier in the year so that all dealers and distributors had their snowmobiles prior to
December, which is the largest retail month. For the year, snowmobile sales were up 5%, primarily driven by
increased sales in our international business. The 5% year-over-year growth exceeded our earlier guidance of
upflat to up 2% growth. Snowmobile dealer inventory for North America was up 14% for December, primarily
due to the increased snow conditions in various parts of the U.S. However, January retails have started off strong
and we expect snowmobile dealer inventory to be reduced during the fourth quarter and end the year up slightly
from last year.
On the retail sales side, the overall North American industry experienced some difficult snow conditions for the
second year in a row, which has led to the industry being down slightly from last year. We also saw our retail sales
decrease; however, a large part of the decrease was due to the strong comps we had last year following the launch
of 23 new Procross and Proclimb snowmobile models. With the soft snow conditions we are seeing, we are
revising our lower end guidance for the industry down slightly from flat to up 2% to a revised down 2% to up 2%.
On the ATV business, sales increased 28% for the quarter. Key drivers for the sales increase were North American
and international sales of our Wildcat 1000 sport side-by-side and North American ATVs and Prowlers. Dealer
inventory was again a focus and we were successful in reducing our North American dealer inventory of ATVs
and Prowlers by 8%, excluding the Wildcat. Including the Wildcat, overall dealer inventory was down 1% from
last year. As we move forward, we will continue to focus on matching wholesale sales with retail sales. With this
in mind, we expect dealer inventory to start growing slightly, keep up with the growth of the business and launch
of new products.
For the quarter, North American core ATV retail sales were down 2% and for our fiscal year, industry retail sales
are up 1%. Arctic Cat also saw a decline in third quarter retail sales; however, we are seeing positive gains with
our five new core ATV models that were launched in August. Our North American side-by-side retail sales
experienced strong growth, as sales increased over 35% for the quarter and year-to-date retail sales have increased
over 50%, driven by both our Wildcat sport side-by-side and Prowler HDX utility vehicle. Wildcat retail sales
continue to be strong and match our expectations.
Arctic Cat
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In addition to our base Wildcat 1000 model and Wildcat 1000 Limited, we also recently announced a new fourseat Wildcat 1000 model and a new high performance 90-plus horsepower Wildcat model. Both of these will
begin shipping in our fiscal fourth quarter. With the lower dealer inventory, increased focus on product
development and strong orders we are seeing for our ATV and side-by-side business, we are continuing to expect
this business to grow sales 36 to 41% for the full year.
Although our ATV and snowmobiles business are showing year-over-year growth, we did see a slight decline in
our PG&A business for the quarter, with sales declining 5% and year-to-date sales for PG&A are down 2% to last
year. The primary reason for the decrease in sales was the drop-off in snowmobile garments due to the soft snow
conditions in select U.S. markets. On the positive side, we did see strong growth in Wildcat parts and accessories
and expect this to continue throughout the year. With the continued strong performance of the Wildcat parts and
accessories, we expect PG&A sales to rebound in the fourth quarter, resulting in full year sales growing 1 to 3%.
In regard to operational performance, we stated in May that our focus would be on improving gross margin,
controlling our operating expenses and strengthening our balance sheet. In the area of gross margin, our goal was
to increase gross margins by 20 to 60 basis points. During the third quarter, gross margin improved by 22 basis
points, driven by higher volume, product (inaudible) production efforts and higher selling prices of select models.
However, these positives were offset by the decrease in PG&A sales, which is our highest margin business. We
expect PG&A sales to increase in the fourth quarter, driven by Wildcat parts and accessories, which will drive
further improvement in overall gross margin. Gross margin will remain a major focus area and we continue to
expect gross margins to improve by 20 to 60 basis points for the year.
In regard to operating expenses, our goal was to hold operating expenses flat as a percent of sales. With this in
mind, we have continued to focus throughout the business on all aspects of expense control. At the same time, we
have continued to invest in product development, which has resulted in launching various new models for both the
snowmobile and ATV businesses. Year-to-date, we were successful in decreasing operating expenses as a percent
of sales by 100 basis points while at the same time increasing our R&D spending by 15%. Based on our plan for
the remainder of the year, we continue to believe that we will be successful in holding our operating expenses flat
to down slightly as a percent of sales while continuing to invest in product development.
The final area of focus has been working to strengthen our balance sheet. During the third quarter, our year-overyear inventory grew to support our sales growth, however, we were successful in improving our inventory turn. As
we look forward, we will continue to remain focused on having the right amount of inventory on hand to support
the growth needs of the business while at the same time continuing to focus on improving inventory turns. In
regard to cash, we ended the quarter with roughly 96 million of cash and short-term investments and no long-term
debt. This amount is up from the prior year quarter by $20 million. Going forward, we will continue to focus on
our cash position and expect to generate positive cash flow this fiscal year.
Arctic Cat
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At this time, I would like to turn the call over to Tim to review the third quarter financials.
Tim Delmore:

Thanks, Claude. Good morning, everyone. I would also like to welcome you to our conference call. Today, Ill
focus on reviewing highlights of our third quarter and year-to-date financial performance and our increased
earnings guidance for full year fiscal 2013.
We are very pleased with our third quarter and year-to-date results that are in line with our expectations. Net sales
for the third quarter increased 5% to 218 million from 207 million for the same quarter last year. ATV sales
increased 28% to 69.6 million from 54.4 million, driven by strong Wildcat side-by-side sales. Snowmobile sales
decreased, as planned, 2% to 122.4 million from 125.2 million. As a reminder, we had very strong Q3 sales last
year, with a sales increase of 61%.
Parts, garments and accessories sales decreased 5% to 26 million from 27.4 million for the same quarter last year.
An increase in Wildcat parts and accessories sales was not quite enough to offset a decline in snowmobile garment
sales due to lower than expected early season snowfall. However, we still expect to have a year-over-year increase
in PG&A sales.
Gross profits for the quarter increased 6% to 50.8 million from 47.8 million. The gross profit percentage for the
quarter increased 22 basis points to 23.3% from 23.1%, primarily due to higher volumes. Selling, general and
administrative expenses increased 7% to 23.1 million from 21.6 million for the same quarter last year, primarily
due to higher research and development costs and Canadian translation and hedge costs. Selling, general and
administrative expenses, as a percent of sales, increased slightly to 10.6% compared to 10.4% for the same quarter
last year.
Net earnings increased 5% to 17.9 million from 17 million. Third quarter diluted earnings per share increased 41%
to $1.30 from $0.92 due to increased earnings and a 2226% reduction in diluted share count resulting from the
repurchase of our shares from Suzuki late in December last year.
Next Id like to review Arctic Cats financial performance for the first nine months of fiscal 13. Year-to-date, net
sales increased 15% to 558.4 million from 486.8 million. Net earnings increased 24% to 44.8 million from 36.1
million, while diluted earnings per share increased 68% to 3.25 from 1.94. On a year-to-date basis, snowmobile
sales increased 5% to 269 million from 257.3; ATV sales increased 40% to 212.2 million from 151.1 million; and
parts, garments and accessories sales were 77.1 million versus 78.4 million. Again, the overall sales increases
were primarily due to strong sales of our Wildcat side-by-sides and increased snowmobile sales.

Arctic Cat

Page 4

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

1/24/2013

Our year-to-date gross profits increased 15% to 137.3 million from 119.2 million. Our year-to-date gross profit
percentage improved to 24.6% compared to 24.5%. Year-to-date selling, general and administrative expenses
increased 6% to 67.8 million from 63.7 million, primarily again due to increased R&D expense for ATV, side-byside businesses and snowmobile businesses, and higher Canadian translation and hedge cost comparisons. Selling,
general and administrative expenses, as a percent of sales, declined to 12.1% compared to 13.1%.
Looking at our balance sheet, as of December 31st, we ended the quarter with 96.6 million of cash, up from 76.3
million last year, an increase of nearly 27%. And as a reminder, last December, we used 79 million of our cash to
repurchase Suzuki stock. Receivables decreased 3% to 50.8 million due to lower PG&A sales. Our inventories
increased 10% to 97 million from 88 million to support higher production and sales levels. We had zero short-term
borrowings as of December 31st and had no long-term debt. Year-to-date capital expenditures totaled 10.4 million
and depreciation and amortization was 9.9 million.
Regarding our updated outlook for full year fiscal 13, we continue to anticipate sales for the year ending March
31st in the range of 664 to 684 million, an increase of 13 to 17% over last year, and we now expect earnings per
share in the range of 2.75 to 2.85 per diluted share, up 60 to 66% from last year. Previously, we estimated EPS in
the range of 2.65 to 2.75 per diluted share. We continue to expect ATV and side-by-side sales to increase 36 to
41% for the full year, driven by shipments of the Wildcat side-by-side models. We expect snowmobile sales to be
up 3 to 5% and PG&A sales to end the year up 1 to 3%. As Claude mentioned, our outlook includes the
assumptions that gross margins will increase 20 to 60 basis points and operating expenses to be slightly down as a
percent of sales.
Id like to thank you for your interest and attention, and now, Operator, wed like to open it up for questions.
Operator:

Thank you, sir. Ladies and gentlemen, at this time, we will begin the question and answer session. If you have a
question, please press the star, followed by the one. If you would like to withdraw your question, press the star,
followed by the two, and if you are using speaker equipment, you will need to lift the handset before making your
selection.
Our first question comes from the line of Scott Hamann with KeyBanc Capital Markets. Please go ahead.
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Scott Hamann:

Hey, thanks and good morning, guys. Just in terms of the two new Wildcat products that are going to be
launching here in the fourth quarter, whats some of the feedback youve gotten from the dealers as you
show this to them, and how are the order books developing for those products, and how do you kind of
foresee, you know, shipments in the fourth quarter and throughout 2014 fiscal year?

Claude Jordan:

Hey, Scott, this is Claude. Couple of things here. First of all, you know, the Wildcat 4 and the Wildcat X, you
know, obviously these are things weve been working on for some time now, so theyre not brand new
products and theyre certainly not incremental; its not like a surprise, we didnt know these were coming.
You know, the feedback that weve receivedand we had a demo ride out West, we brought the power sports
media in; you know, you got to remember that Wildcat X not only increases the horsepower up to that
plus-90, which is about 15% increase, we also changed the entire clutching system and so weve moved
more closer to a flyway clutch now from the original clutching. So great acceleration, handles a lot better in
the snow, so feedback weve gotten has been extremely positive because, you know, as youre out West, its
a little different if youre in a lot of dunes and so forth. It really does eat up horsepower, so getting that 15%
bump on the X is a great thing.
Probably the one surprise we got is on the Wildcat four-seater, which is our first four-seater model, we
extended the chassis by about 29 inches so its still got some great suspension, 18 inches in the back and 17
in the front; but when you extend the chassis like that, youre able to go through the bumps even better. And
so, you know, thats been some positive feedback and the fact that they like that handling through the bumps
with the changed clutching on the Wildcat 4. Theyre extremely excited about that as well so great
acceleration on it. So, you know, to date, its been very positive. You know, were just now starting to take
orders on both of them and well start shipping them later thisyou know, later during the fourth quarter.

Scott Hamann:

Okay. And I know that you said you were going to have four SKUs of the Wildcat out in fiscal 13 and you
did accomplish that. Now, you know, as we look into fiscal 14, I mean is it safe to assume that there will be
additional introductions in the side-by-side category?

Claude Jordan:

I think itll be very safe to assume to that. You know, going forward  weve talked about this  product
development, you know, we continue to invest in that. You sawyou know, during my comments, we said
year-to-date our R&D is up 15%. Theres a lot of opportunities and, you know, were just scratching the
surface in terms of different directions we can go. So I think youre going to see across the board were
going to continue to go ahead and roll out new products, not just on the ATV and the side-by-side but also on
the snowmobile side as well, and you know, were extremely excited about bringing the engines in-house
and getting a little bit more flexibility in terms of the direction were going to go on the snow side.
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Scott Hamann:

Right. Okay. And then finally, just on the dealer side, can you kind of quantify where you are with dealer
expansion on a net basis in North America? And then, how do you plan to attack some of the international
markets with some of the new-found strength of the side-by-side market?

Claude Jordan:

Yes, on the dealer side in North America, obviously we go direct in U.S. and Canada there, and you know,
we have three parts of the business. On the ATV side, we have ATVs and then we have our Prowlers and then
we have our Wildcat, and then, you know, obviously on the snowmobile side, most of our dealers, that carry
snow also carry our ATV, Prowler and Wildcat products. You know, our snowmobile business in terms of
dealers, you know, we certainly have goals in terms of adding net dealers each year, and weve been
successful in that. You know, really what that means is we may have lost net inactive dealers, somebody that
hasnt bought anything for a couple of years, but state law doesnt allow us to go ahead and remove them
from our dealer files. So you can probably go on our website anddealer locator and youd find those but
those really arent active dealers, and so were constantly, as the law of allowance (ph), were removing
those but wereon a net basis, you know, dealers that have actually ordered product from us, we have been
successful in terms of growing our dealer count for snowmobiles.
And actually, even more so on the ATV, Prowler and Wildcat side, weve been successful in all three of those
categories in North America, growing the net dealers year-over-year. And so, you know, the Wildcat
obviously, you know, a little misleading there because weve had tremendous growth there in terms of
adding dealers. And as we continue to roll out new products, we think that thatll approach probably the
same number of dealers we have on the Prowler side.
You know, internationally, we continue to look at markets, with the exception of six countries that we go
direct in through our European headquarters. You know, today we go direct through the UK, Germany,
France, Austria, Spain and Italy, and everywhere else, we go through a distributor. Weve been very
successful in terms of signing up additional distributors soand last quarter, some of the larger markets out
there  Australia and Mexico  we added distributors there, which should help us as we go to fiscal year 14.
And then, obviously as we continue to move forward, theres no doubt that we are looking for opportunities
to continue to go direct if the market is a good fit for us. So today, we go direct in six markets outside North
America. You know, its something, as we go forward, we wouldnt mind adding to that and going direct in
a few more.

Scott Hamann:

Great. Thanks a lot.

Claude Jordan:

Thanks, Scott.
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Operator:

Thank you. And our next question comes from the line of Mark Smith with Feltl and Company. Please go
ahead.

Mark Smith:

Hi, guys. First, Claude, can we just review some of your commentary in the quarter regarding core ATV sales
versus, you know, what Wildcat was up during the quarter? Can you just talk aboutexcluding Wildcat, give us
any insight into sales?

Claude Jordan:

For the industry, you know, what I mentioned was, if you look at the industry numbers, I think I said for the
ATV businessIm just checking my notes here to make sure Im in line here. We said that core ATV, which is
your single seat and your two-rider vehicles, not your side-by-side, we said industry retails were down 2% for
the quarter and for the year, up about 1%. And what we said is, on the ATV side for the quarter, were
basically trailing the industry a little bit there. But we also mentioned, in August we launched five new ATVs
that is the 400 to 450 to 500 and so forth, and all five of them have been successful and gaining share.

Mark Smith:

So in that core business, you said youre trailing the industry, which was down about 2% during the quarter?

Claude Jordan:

Yes.

Mark Smith:

Okay. So given that, with the growth, then Wildcat is certainly still (inaudible) stronger in the quarter?

Claude Jordan:

Yes, when you factor in the Wildcat, ityou know, the Wildcats a brand new product so were comping over
zero sales the prior year, so if you recall, the Wildcat, our initial shipments werelast December where we
shipped a couple of hundred units, though, youre seeing some very, very strong comps on the Wildcat side,
which is pulling, you know, all the retail up for our business, which is not surprising. When you launch a new
product that creates that kind of excitement, you do get a, you know, an initial whomp (ph), so were still
seeing very strong retails there.

Mark Smith:

Okay. And then if we continue to look at that core ATV business, excluding Wildcat and other iterations of
Wildcat now, you know, can you keep that business even flat given cannibalization and as people, you know,
transition from four-wheelers into side-by-sides? Can you keep that business at a retail sales flat?

Claude Jordan:

Yes, I think you can. You know, obviously, youwe have multiple players that are out there, you know, and
some fairly strong players, and I think everybody is certainly targeting that industry. Were not seeing as much
product development on that space as we are on the side-by-side, and then specifically on the side-by-side
specific segments of that side, were seeing a lot more product development. But as long as the industry
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remains focused on launching new products, I know were working on new products for that space, I think,
you know, youll probably see flat, up 1, up 2%, you know, and dont think youre going to see the same
level of growth on the ATV side as youre going to see on the side-by-side. Side-by-side, we said at the
beginning of the year, is up plus 10 to 20% for the industry, and were exceeding the industry.
Mark Smith:

Okay. And then on that, you know, how do you feel about your ATV and Prowler inventories out at dealers
today, and are we close to a point now where we could see, you know, retail and wholesale kind of on a oneto-one basis, excluding Wildcat?

Claude Jordan:

Yes, I think were moving towards that, and you know, thats what I mentioned during my comments, that
ATV and Prowler, excluding the Wildcat, dealer inventory was down 8%. You know, Mark, if you go back a
couple of years ago, you could remember that, you know, the dealer inventories were down at 20.5%, so
weve slowly started to level off, where I think youll see, as we retail a unit, well start shipping one, so
that should actually start balancing out there in terms of leveling off. And then last year at our snowmobile
show in February, we actually (inaudible)you know, we obviously talked to dealers about specific goals and
one of the things weve always talked about prior to that show was we want to bring dealer inventory down.
Last year, we made a specific point to mention to our dealer network that, hey look, weve reached the point
where we need to be, we dont see a lot more of a decrease in dealer inventory, so we are moving towards
that. And like I said, I think, you know, the fact that were only down 8% year-over-year is probably a
positive thing.

Mark Smith:

And then one more just on Wildcats and ATV. Did we see any dealers during the December quarter that
maybe delayed in ordering Wildcats, just in anticipation of new products coming, of the 4, of the X that
maybe said, hey, I wont fill up my inventory with Wildcats and Ill wait and maybe leave a spot or two
empty to fill in on a 4 or X when its available?

Claude Jordan:

We really didnt. You know, what weve done on our endbecause even base Wildcat is getting the new
clutching starting in February, so we made the decision to not ship any Wildcats in the month of January, and
so that gives the dealers a chance to run some of their inventory down somewhat. And then in February, we
would start shipping, so your January models you ordered, we contacted the dealers, let them know that
theyd be getting those in February, and those would be with the new clutch for the base Wildcat. You know,
theyd start getting the Wildcat 4 in February and then the Wildcat X theyll get in March.

Mark Smith:

Okay. Perfect. Thanks. That was it for me. Thanks.

Claude Jordan:

All right. Thanks, Mark.
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Operator:

And our next question comes from the line of James Hardiman with Longbow Research. Please go ahead.

James Hardiman:

Hi, good morning. Thanks for taking my call. Just wanted to continue down this path with a couple of the
new Wildcats that you guys have talked about. How should we think about the relative size of the
opportunities of those two new Wildcats? I guess with the Wildcat 4, I realize its probably a small segment,
but how does that, from an industry standpoint, compare to the broader, you know, high end recreational
side-by-side segment? And then with the Wildcat X, how should we think about how much of that
opportunity is going to replace the base Wildcat? I dont know if youve heard from your dealers or from
customers, how much of that is going to be, you know, cannibalizing the base Wildcat, and how much you
actually think is going to be incremental?

Claude Jordan:

Well, a couple of things. The one thing Ill emphasize, since I think we got most of our analysts on the call
here, you know, all these products were built in the fourth quarter and we knew they were coming, so weve
actually gone ahead and put an estimate in there, and so the guidance weve given wed go ahead and
already factor that in. You know, in terms of the different size in the market, you know, the Wildcat 4, that
four-seater, there are a handful of firms out there, you know, some of our competitors already have a fourseater and its a fairly significant market. So, you know, I think that thats going to a brand new segment
for us, and I think that those sales will truly be incremental. Now, its nowhere near as large as the twoseater side-by-side Wildcat, but I think its a fairly active and fairly attractive market for us.
I think youre correct on the Wildcat X. By increasing the horsepower, putting the new clutching on there,
you are going to see some, you know, some of our base Wildcat customers who may have bought a Wildcat
first, now stepping up and buying the Wildcat X, which, you know, for us is a little bit more price, so sales
will increase a little bit more. And, you know, probably even a little bit slight increase on the gross margins
as well, sobut theres no doubt that youll see some customers that were really planning on getting a
Wildcat, the Wildcat X comes out in March, and will go ahead and buy a Wildcat X. You know, based on
the feedback weve gotten, because we just now communicated it to the dealers and so forth, so not a lot of
feedback from the dealers just yet. Obviously, theyre always excited when they get new products. But the
demo runs that we did with the customers and the demo runs that weve done with the power sports media
last week out in California went extremely well, and they went extremely well onnot only in the Wildcat X
but also on the Wildcat 4.

James Hardiman:

Arctic Cat
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Claude Jordan:

Yes, you know what? On snowmobiles, you know, we said that, on the wholesale side, we went into the year
thinking wed be up zero to 2% and you got to remember we shippedIm sorry, we launched last year 23 new
models, which was over 70% of our snowmobile lineup, and so we knew going into this year this was going to
be a tough wholesale and retail comp, the comp against all those new models out there. So, you know, on the
North American sideIm sorry, on the snowmobile side, we shipped a few more units but, honestly, those units
went towell, primarily went to international. And so, you know, on the international side, we continue to do
very well there. You know, the largest markets, Norway, Sweden, Finland and Russia, we continue to do very
well and obviously, Russia, as it continues to transition from a utility-type market to more of a performance
market, we expect well see that market continue to grow in line with, you know, the kind of retail sales were
getting in, lets say, within Canada. And so thats a great opportunity and its certainly been paying off for us.

James Hardiman:

(Cross talking).

Claude Jordan:

(Cross talking) on the retail side, you know, retail side for the snowmobile, you know, I think that were seeing
good retail for the industry up in Canada, certain parts of the West. You know, the East has been hit and miss.
We had good snow and then we had some warm weather and some rain come through, took the snow away and
now weve had a little bit more snow thats been put in there, so certain parts of the East are rideable. UP is
good and were still struggling in certain parts of Wisconsin. I know in northern Minnesota we can ride but
certainly not southern Minnesota. You know, out West, Yellowstone is getting good snow, so its better than last
year but not great.

James Hardiman:

And so you talked about inventories being up in snowmobile coming out of December but then those should
come down, maybe be up a little bit for the year. Thathas that changed in terms of how you thought about it
heading into the year, or is that about where you thought inventories would be, you know, coming into the year?

Claude Jordan:

No, I think that, you know, you never know how snows going to be and the snowmobile industry goes with
snow conditions. And so if we have stronga strong start to the year, youre going to have, you know,
inventories come down a lot faster than they would normally. So, you know, the first couple of weeks here of
January, the retails have been very strong on the snowmobile business and so, you know, we think with what
were seeing today that inventory will come down. The oneto where its up slightly for the year, but the one
thing I would emphasize on inventory for snowmobiles, you know, thats a business that, last year,
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even though we were up 4% last year on snowmobile dealer inventory, the numbers were very, very small.
So weve done a very good job over the last handful of years bringing that inventory down by the end of the
year, so the fact that were up 4%, or lets say were up, you know, a small amount this year, Im not
overly concerned. You dont have the units there that you have on, lets say, on the ATV or side-by-side.
James Hardiman:

Got it. And then just last, housekeeping question. The share count for either fourth quarter or the year, can
you share with us how we should be thinking about that? We were originally assuming, you know, quite a
bit of dilution for somefrom some options; it actually came down a bit in this quarter. How should we
expect that to trend in the fourth quarter?

Tim Delmore:

Yes, weour events (ph) for the year, previous guidance was 14about 14 million shares. (Inaudible) were
trending a little less than that, so well be in the 13.8 to 14 million range, probably at the lower end of that
range.

James Hardiman:

Okay. And its safe to say that the fourth quarter share count is going to be pretty similar to 3Q?

Tim Delmore:

Yes, (cross talking) material change.

James Hardiman:

Great. Thanks, guys.

Claude Jordan:

Thanks, James.

Operator:

And our next question comes from the line of Craig Kennison with Robert W. Baird. Please go ahead.

Craig Kennison:

Good morning. Thanks for taking my questions as well. I wanted to start with the PG&A business. Its my
understanding the Wildcat product line has a fairly high attachment rate. What has been your experience in
terms of the attachment rate of PG&A to the Wildcat?

Claude Jordan:

Yes, I think youre right and I think weve mentioned this on prior calls. You know, prior to the
Wildcatand the Wildcat is a vehicle that people like to customize, and so when we launched the initial
Wildcatand so then weve added the Wildcat Limited as well as the Wildcat 4 and the Wildcat X. You
know, instead of a customer coming in and maybe spending 3 or $400 on a, you know, ATV or our Prowler
or an ATX, youre seeing customers thatll come in and spend over $1,000, $1,500, you know, putting on a
roof, windshields, things of that nature on a Wildcat. So thats been a very strong plus for our ATV
businessIm sorry, for the PG&A business.
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The challenge weve had, as I mentioned in my comments, on the PG&A side, weve had a very strong
performance with Wildcat accessories and even Wildcat parts. On the other side of the equation,
snowmobile garmentsand Iand we mentioned this last year whenyou know, I think everybody wanted to
know whether we really felt the lack of snow last year on the unit side, and we said, really where we were
going to feel it on is PG&A, and thats where were feeling it this year. The garment business is down
pretty substantially this year and a lot of that is due to dealers having garments from last year that theyre
still moving, plus the slow start to this year in terms of garments as well.
Craig Kennison:

Thanks. And relative to your ATV business, to what extent are you able to measure the cannibalization
youve experienced as you introduce the Wildcat, you know, in competition essentially in part with some of
your ATV products? Are you seeing any degradation in the ATV demand related to cannibalization?

Claude Jordan:

You know, not on the Wildcat. The Wildcat is such a unique, different product for us. Its a completely
different customer. You know, we sell ATVs around the world and northyou know, the U.S., south, north,
Canada, everywhere. You know, the Wildcat is, because of the width of it, there are certain markets,
because its overits 64.5 inches so there are certain markets that we are not able to go ahead and drive it
on trails. So the real markets are, you know, out West we have dunes and things of that nature so completely
different customer, different use. I mean, its not a working vehicle; its a pure fun vehicle, which is what
we set out to build in the first place. So were not seeing a lot of cannibalization on our other product lines,
you know, not just the ATV but even on Prowler, side-by-sides, really not cannibalizing that.

Craig Kennison:

And lastly, how would you characterize your consumer today? Weve had a change in payroll tax and a
variety of other factors that may affect consumer behavior. What are you guys seeing?

Claude Jordan:

Well, you know, that just went into effect so we really havent seen a lot of it just yet. Going forward, its
certainly something we will monitor. Our business, we sell a lot of discretionary items, we sell a lot of
product thatyou know, for work purposes as well. You know, our ATVs are used for farming and ranching,
as well as our side-by-sides, sobut it is an area that we closely follow. We certainly closely follow
consumer confidence. We follow GDP growth and theres no doubt that, much like on the snowmobile side,
when we have great snow conditions, we see a lift, and when we have a great economy, we see a lift on our
ATV, side-by-side business as well.
So, you know, I think its a little early right now, Craig, to get a feel for the payroll tax going up and
whether thats going to go ahead and further hit our customers. You know, the one thing I would say is our
customers are extremely passionate about riding snowmobiles, ATVS and side-by-sides and its the one
they do. So, you know, even with payroll tax going up a couple of points there, I dont think its going to
have a major implication, but theres no doubt that, you know, its a few less dollars that a customer will
have at the end of the month.

Arctic Cat

Page 13

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

1/24/2013

Craig Kennison:

Great. Thank you.

Operator:

Mr. Jordan, there no further questions at this time. Please continue.

Claude Jordan:

Okay. Well appreciate everybody joining us today. As a recap, we continue to be excited about this fiscal
year, especially the launch of the five all-new snowmobiles and the all-new Wildcat sport side-by-side
models that we will start shipping this quarter. We believe these new products, combined with a continued
focus on product development and operational excellence, will lead to another excellent year for Arctic Cat.
We appreciate your time today and look forward to updating you on the full year in May. Thank you for
your time today.

Operator:

Ladies and gentlemen, this concludes the Arctic Cat Fiscal 2013 Third Quarter Conference Call. You may
now disconnect.
END
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