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Shoe Carnival, Inc.
Evansville, Indiana

Annual Report to Securities and Exchange Commission
January 31, 2015

PART |
Cautionary Statement Regarding Forward-Looking Information

This annual report contains forwalabking statements, within the meaning of the Rev@ecurities Litigation Reform Act of 1995, thavolve
a number of risks and uncertainties. A number ofdia could cause our actual results, performaackievements or industry results tc
materially different from any future results, perfance or achievements expressed or implied byetf@svardiooking statements. The
factors include, but are not limited to: generadremmic conditions in the areas of the continentaitédi States and Puerto Rico in which
stores are located; the effects and duration ofi@mic downturns and unemployment rates; changéimverall retail environment and m
specifically in the apparel and footwear retailtees; our ability to generate increased sales atstares; the potential impact of national
international security concerns on the retail emvinent; changes in our relationships with key sepgl the impact of competition and prici
our ability to successfully manage and executeroarketing initiatives and maintain positive brarefqeption and recognition; change
weather patterns, consumer buying trends and dlityao identify and respond to emerging fashioands; the impact of disruptions in
distribution or information technology operatioriee effectiveness of our inventory management;itfygact of hurricanes or other natt
disasters on our stores, as well as on consumédideaone and purchasing in general; risks associattddthe seasonality of the retail indus
the impact of unauthorized disclosure or misus@ersonal and confidential information about ourtooeers, vendors and employees;
ability to manage our thirgarty vendor relationships; our ability to succaligfexecute our growth strategy, including the ikklity of
desirable store locations at acceptable lease teyansability to open new stores in a timely andfipable manner, including our entry i
major new markets, and the availability of suffitidunds to implement our growth plans; higher tlzenicipated costs associated with
closing of underperforming stores; our ability tacsessfully grow our eemmerce business; the inability of manufacturerddliver produci
in a timely manner; changes in the political aneéremic environments in China, Brazil, Europe andstEAsia, where the prima
manufacturers of footwear are located; the impdaegulatory changes in the United States and thevtties where our manufacturers
located; the continued favorable trade relatiortsvben the United States and China and the othertdes which are the major manufactu
of footwear; the resolution of litigation or regtday proceedings in which we are or may becomeliredy and our ability to meet our lal
needs while controlling costs. See ITEM 1A. RISKGPORS of this report.

ITEM 1. BUSINESS

Shoe Carnival, Inc. is one of the natierdargest family footwear retailers, providing tbenvenience of shopping at any of our 400
locations or online. We offer customers a broadm@segent of moderately priced dress, casual ancetithfootwear for men, women &
children with emphasis on national and regional @@rands. We differentiate our retail concept frour competitors’by our distinctive
highly promotional marketing efforts. On averagar stores are 11,000 square feet, generate appatedyr$2.4 million in annual sales ¢
carry inventory of approximately 28,200 pairs obsh per location. As of January 31, 2015, we opdrd00 stores in 33 states and Puerto
and offered online shopping at www.shoecarnival.com

We are an Indiana corporation that was initiallyried in Delaware in 1993 and reincorporated indndiin 1996. References to “we,” “
“our” and the “Company” in this Annual Report onrFp10-K refer to Shoe Carnival, Inc. and its sulasids.

us,’

Key Competitive Strengths

We believe our financial success is due to a nurobé&ey competitive strengths that make Shoe Catravdestination of choice for today’
retail consumer.




Distinctive shopping experience

Our stores combine competitive pricing with a hyjghtomotional, instore marketing effort that encourages custometicgaation and inject
fun and surprise into every shopping experience.pidenote a higkenergy retail environment by decorating with exgjtigraphics and bc
colors, and by featuring a stage and mic-persahe$ocal point in each store. With a microphohés tnicpperson announces current spec
organizes contests and games, and assists andexiooatomers with the features and location othserdise. Our mic-person offers limited
duration promotions throughout the day, encouragingtomers to take immediate advantage of our vpli@ng. We believe this high
promotional atmosphere results in various competisidvantages, including increased multiple uniéssathe building of a loyal, rept
customer base; the creation of word-of-mouth adsieg; and enhanced sell-through ofsieason goods. The same customer experie
reflected in our @ommerce site through special promotions and lunfbme sales, along with relevant fashion storesstudred on our hor

page.

Broad merchandise assortment

Our objective is to be the destination retaileicbbice for a wide range of consumers seeking vphaed, current season name brand
private label footwear. Our product assortmentudek dress and casual shoes, sandals, boots aité asgortment of athletic shoes for
entire family. Our average store carries approxatya8,200 pairs of shoes in four general categeriwomen’s, men’s, childrem’anc
athletics -which are organized within the store by categony lrand, thus fashioning strong brand statemerttsnthe aisles. We engage
customers by presenting creative branded merchaustitements and signage upon entering our stdegsbrands are further emphasizec
prominent displays on end caps, focal walls, arttiiwithe aisles. These displays may highlight alpoo offering of a single vendor, highli¢
sales promotions, advertise promotional pricingrteet or beat competitorsale prices or may make a seasonal or lifestylersent b
highlighting similar footwear from multiple vendorshese visual merchandising techniques make ieeés customers to shop and fo
attention on key name brands. Oucanmerce site offers customers an opportunity tmsh from a large selection of products in allh&
same categories of footwear, and introduces ouceqnto consumers who are new to Shoe Carnivahoth existing and new marke
Customers who enroll in our loyalty program (“Sheerks”) or register on our website receive periquicsonalized @ail communicatio
from us. This communication affords us additiongbaortunity to highlight our broad product assortien

Value pricing for our customers

Our marketing effort targets moderate income, valgscious consumers seeking name brand footweatlfage groups. We believe that
offering a wide selection of popular styles of nalbbnend merchandise at competitive prices, we gémdnmmad customer appeal. Additione
the time conscious customer appreciates the coeweaiof one stop shopping for the entire familyethlr it is at any of our 400 st
locations or online at shoecarnival.com. We alsketse our highly promotional shopping environmewpntibutes to a reputation of va
pricing.

Efficient store level cost structure

Our cost efficient store operations and real estatgegy enable us to price products competitivéfe achieve low labor costs by hous

merchandise directly on the selling floor in an m@ock format, allowing customers to serve thewesglif they choose. This reduces

staffing required to assist customers and redutes tevel labor costs as a percentage of saleslod&e stores predominantly in opain-
shopping centers in order to take advantage ofl@eeupancy costs and maximize our exposure tevaliented shoppers.

Heavy reliance on information technology

We have invested significant resources in infororatechnology. Our proprietary inventory managenssm advanced point-of-sale (“PQS”
systems provide corporate management, buyers ang stanagers with the timely information necessargnonitor and control all phases
operations. The POS provides, in addition to ofeatures, full price management (including pricekloip), promotion tracking capabilities
support of the spontaneous nature of the in-stace promotions), real-time sales and gross mavgiproduct category at the



store level and customer tracking. Using the PQ@&gesmanagers are able to monitor sales and gnagig margins on a redime basi
throughout the day. Reacting to sales trends, dcipeople use POS reports to choose from among a mwhpeoduct promotions supplied
our centralized merchandising staff.

Our centralized network connects our corporateceffo our distribution center and retail storesavi@ide area network, providing up-tiate
sales and inventory information as required. Oua aearehouse enables our merchandising and stematams staff to analyze sales, ma
and inventory levels by location, by day, down he size of shoe. Using this information, our menchise managers meet regularly v
vendors to compare their product sales, gross maggid return on inventory investment against presly stated objectives. We believe tin
access to key business data has enabled us imaitégpdrive annual comparable store sales incseasanage our markdown activity
improve inventory turnover.

Growth Strategy

Our goal is to continue to grow our net sales aachiags by opening additional stores throughout Wimited States and Puerto Rico

growing our eeommerce business. On January 31, 2015, we opetafedtores located across 33 states and Puernto @i stores averag
approximately 11,000 square feet, ranging in sipenf6,000 to 26,500 square feet. Our current spoototype utilizes between 8,000
12,000 square feet, depending upon, among othtor§adhe location of the store and the populabiase we expect the store to service.
stores are located predominantly in open-air shappenters. The sales area of most stores is appately 85% of the gross store size.

Historical Store Cour

Fiscal Year: 2014 2013 2012 2011 2010
Stores open at the beginning of the y 37¢€ 351 327 314 311
New store opening 31 32 31 17 10
Store closings 7 7 7 4 7
Stores open at the end of the year 40C 37€ 351 327 314
Stores relocate 3 9 6 9 3
Percentage of store base remod: 7% 9% 5% 8% 4%

In addition to our continued store growth, we asmmitted to establishing Shoe Carnival as a wddds

multi-channel retailer. Our eemmerce business continues to grow, and in fidéa#, we continued to make enhancements to cagitafi ou
increasing website traffic and optimize conversiates. In fiscal 2014, we began to fulfillcemmerce orders directly from our stores.
allows us to expand the depth and breadth of olineproduct assortment and drastically reduceontvof-stock rate. Mobile was a prior
during the year and we launched our first mobilg, aghich presents our customers with the same ifidneagaging experience that we offer in
store, and provides our Shoe Perks members withetdent access to their account and perks. Overallpelieve that our ongoing multi-
channel initiatives represent the cornerstone tod@ng-term growth and are in-line with rapidlyactging consumer trends and expectations.

Expanding our store base both in number of stores, aswell as geographic footprint

Increasing market penetration by opening new stisraskey component of our growth strategy. Wedweliour strong unleveraged finan
position provides a solid platform for additionabgth. For fiscal 2014, we opened 31 new storesciogbd seven stores. Approximately €
of these new store locations served to fill-in @ertunderpenetrated markets with additional stores, withgbal of increasing the performai
of the overall market. The majority of the rema@mi0% of our new store openings were in new majarkets. For fiscal 2015, we expec
open approximately 18 to 22 stores. Our planned s@nre expansion for fiscal 2015 includes locatisasving to fillin existing marke!
including locations in Philadelphia, which was avmaarket for us in fiscal 2014.

Critical to the success of opening new storesrigelamarkets or geographic areas is our abilitglégter stores. In larger markets (populat
greater than 400,000), clustering involves opemiwaor more stores at approximately




the same time, and in smaller markets that can sunhyport a single store, clustering involves segkications in reasonably close proximit
other existing markets. This strategy creates efigiencies by enabling us to leverage store egpsmwith respect to advertising, distribu
and management costs. We believe the advantagggstéring stores in existing markets will leacctist efficiencies and overall incremel
sales gains that should more than offset any aehaffect on sales of existing stores.

We lease all store locations, as we believe thebility afforded by leasing allows us to avoid tiherent risks of owning real est:
particularly with respect to undgerforming stores. Before entering a new marketperform a market, demographic and competitionyeais
to evaluate the suitability of the potential markatential store site selection criteria inclualmong other factors, market demographics, ti
counts, the tenant mix of a potential oEnshopping center, visibility within the centardafrom major thoroughfares, overall retail activitf
the area and proposed lease terms. The time regoirgpen a store after signing a lease dependsply upon the property ownarability tc
deliver the premises. After we accept the premiises the property owner, we can generally openrakiey store within 60 days and oper
‘as-is’ store within up to 115 days.

Merchandising and Pricing

We offer a large selection of value priced footwtarthe entire family. Our stores carry an averafj@pproximately 28,200 pairs of sh
featuring a broad assortment of curreagson name brand footwear, supplemented with tpriedoel merchandise. Our stores also ¢
complementary accessories such as handbags, ste#@eras and socks. The mix of merchandise andthrds offered in a particular st
reflect the demographics of each market, amongrddetors. Our esommerce site offers customers an opportunity tosh from a larg
selection of products in all of the same categasie®otwear, and introduces our concept to consamo are new to Shoe Carnival, in &
existing and new markets.

Initial pricing levels are typically establishedascordance with the manufactusesuggested retail pricing structure. Subsequetttisanitial
pricing, our buying staff manages our markdown oadebased on product-specific shiteugh rates to achieve liquidation of inventorighim
the natural lifecycle of the product. We emphasize value proposition to customers by combiningenir season name brand product
promotional pricing. Our promotions include bottvadised limited time sale offerings in additionitestore timed specials.

The table below sets forth our percentage of datlgsoduct category:

Fiscal Year: 2014 2013 2012 2011 2010
Nor-Athletics:
Women's 27 27 2€ 2€ 26
Men's 14 15 15 15 16
Children's 5 5 5 5 5
Total 46 47 46 46 47
Athletics:
Women's 16 16 17 17 17
Men's 21 21 21 21 20
Children's 13 12 12 12 12
Total 50 49 5C 5C 49
Accessorie! 4 4 4 4 4
Total 10(% 10C% 100% 100% 100%

Women'’s, men’s and children’s nathletic footwear categories are further dividetb idress, casual, sport, sandals and boots. Wsifg
athletic shoes by functionality, such as runniragKetball or fithess shoes.

During fiscal 2014, we continued to focus on grayvour womers category at a rate higher than the balance obthar footwear categorit
with the long term goal of expanding our women'siahletic sales to 30% of our total sales. We belithat development of new bra
traditionally found in department stores playstalviole in



achieving this goal, and during fiscal 2014, oumvem’s better brands were sold in 140 stores. For fi204b, we plan to expand our be
brands initiative to approximately 175 stores befilvre second half of the fiscal year.

Building Brand Awareness

Our goal is to communicate a consistent brand imegess all aspects of our operations. We utilizgemd of advertising mediums ¢
marketing methods to communicate who we are an#ddhees we offer. Special emphasis is made to fgighbrands as well as specific sty
of product, and visual graphics are used extensivebur stores to emphasize the lifestyle aspéthestyles we carry. The use of social m
has become an increasingly important medium indigital marketing efforts, allowing us to directpmmunicate with, as well as advertis
our core customers. For fiscal 2014, approximad@8p of our total advertising budget was directetetevision, radio and digital media. P
media (including inserts, direct mail and newspaabrertising) and outdoor advertising accountedterbalance. We make a special effo
utilize the cooperative advertising dollars andlateral offered by vendors whenever possible. Qudiscal 2015, we plan to contin
advertising on cable television. This serves tivéela balanced mix of both branding and seasomalycrt messaging across the year begir
with the Easter selling season. Moreover, it ersabeto provide a message of offering value pricadent season footwear.

In addition to a dynamic, lively and fun shoppingerience, we offer our customers our Shoe Peskands program. This program provi
customers with a heightened shopping experiencehwhcludes exclusive offers and personalized agisg. Rewards are earned by ma
purchases either in-store or online and througtigiaaiting in other point earning opportunitiesttfecilitate engagement with our brand.

Continuing an initiative began in 2013, we remaighly focused on expanding Shoe Perks enrolimentistal 2014, our Shoe Perks rew:
program membership doubled, with purchases frone $tesks members increasing to 43% of our net saleshelieve our Shoe Perks prog
affords us tremendous opportunity to communicatédlrelationships, engage with our most loyal gbens and increase our customer tc
points, which we believe will result in long-terralss gains.

We strive to make each store opening a major retaiht. Major promotions during grand openings eak selling periods feature contests
prize giveaways. We believe our grand openings &stpblish the higlenergy, promotional atmosphere that develops d,logpeat custom
base and generates word-of-mouth advertising.

Distribution

We operate a single 410,000 square foot distriputienter located in Evansville, Indiana. Our fagils leased from a third party and
support the processing and distribution needsrmoframum of 460 stores to facilitate future growitle have the right to expand the facility
200,000 square feet, which would provide us prangssapacity to support approximately 650 stores.

Our distribution center is equipped with statetod-art processing and product movement equipment.fatiéty utilizes cross docking/stc
replenishment and redistribution methods to fiiretproduct requirements. These methods may inaodat verification, price and bar cc
labeling of each unit (when not performed by thenafacturer), redistribution of an order into sizs@tments (when not performed by
manufacturer) and allocation of shipments to irdlingl stores. Throughout packing, allocating, stpand shipping, our distribution proces
essentially paperless. Merchandise is typicallpsdd to each store location once per week. Foestaithin the continental United State
dedicated carrier, with occasional use of commamiera, handles the majority of shipments. Our sfépts to Puerto Rico are loaded
containerized overseas shipment, with final delivgr a third party provider.

During the third quarter of fiscal 2014, we broufiiifillment of our eeommerce orders in house, utilizing the inventorpur physical store
By fulfilling e-commerce orders from our store leugventory, we are able to minimize out-stiecks, offer our customers an expanded o
assortment, and leverage store level inventoryamahead. At January 31, 2015, 250 of our storations had the capability of fulfilling e-
commerce orders on a daily basis. During peak gedgeds, esommerce orders for certain key items and promatiproduct are fulfilled fror
our distribution center.




Buying Operations

Maintaining fresh, fashionable merchandise isaaltto our success. Our buyers stay in touch withving trends by subscribing to an indu:
leading trend service, shopping fashleading markets, attending national trade showthegag vendor input and monitoring the currentes
shown in leading fashion and lifestyle magazinean&kjement of the purchasing function is the respiitys of our Executive Vice President -
General Merchandise Manager. Management encoustgresoperations personnel to provide input tormerchandising staff regarding mau
specific fashion trends.

We purchase merchandise from approximately 160Meat vendors. In fiscal 2014, two branded supplidike, Inc. and Skechers USA, Ir
collectively accounted for approximately 40% of ot sales. Nike, Inc. accounted for approxima2896 of our net sales and Skechers U
Inc. accounted for approximately 11%lame brand suppliers also provide us with coopazadvertising and visual merchandising fund
loss of any of our key suppliers in certain prodecategories or our inability to obtain name bramdother merchandise from supplier:
competitive prices could have a material adverecebn our business. As is common in the industy,do not have any longrm contract
with our suppliers.

Competition

The retail footwear business is highly competitivée believe the principal competitive factors irr mdustry are merchandise selection, p
fashion, quality, location, shopping environment aervice. We compete with department stores, shares, sporting goods stores, or
retailers and mass merchandisers. Our specific ettags vary from market to market. We compete witist department stores and traditi
shoe stores by offering competitive prices. We cetmpvith offprice retailers, mass merchandisers and discoargssby offering a wider a
deeper selection of merchandise.

Many of our competitors are significantly largeddmave substantially greater resources. Howevehelieve that our distinctive retail form
in combination with our wide merchandise selectmmpetitive prices and low operating costs, ersabteto compete effectively.

Store Operations

Management of store operations is the responsilafibur Executive Vice PresidenGtore Operations, who is assisted by divisionalagars
regional managers and the individual store germesaiagers. Generally, each store has a general eraaad up to three assistant mana
depending on sales volume. Store operations peesomake certain merchandising decisions necessamakimize sales and profits prima
through merchandise placement, signage and timefyance of slower selling items. Administrativedtions are centralized at the corpao
headquarters. These functions include accountingchgsing, store maintenance, information systeamsjertising, human resourc
distribution and pricing. Management oversightdetommerce is also located at our corporate heatigsa

Employees

At January 31, 2015, we had approximately 5,900leyees, of which approximately 2,400 were emplogad partime basis. The number
employees fluctuates during the year primarily thuseasonality. None of our employees are repreddint a labor union.

We attribute a large portion of our success inawgiareas of cost control to our inclusion of \atty all management level employee:
incentive compensation plans. We contribute ak qortion of the cost of medical, disability anfé linsurance coverage for those emplo
who are eligible to participate in Compaspensored plans. Additionally, we sponsor retireihpdens that are open to all employees who
met the minimum age and work hour requirements.eiiployees are eligible to receive discounts orchmases from our stores. We cons
our relationship with our employees to be satisfiact




Seasonality

Our quarterly results of operations have fluctuattd are expected to continue to fluctuate infthiere, primarily as a result of seasc
variances and the timing of sales and costs agsdcigith opening new stores. Neoapital expenditures, such as advertising and (g
incurred prior to the opening of a new store ar@géd to expense as incurred. Therefore, our segtitiperations may be adversely affecte
any quarter in which we incur pre-opening expemsksded to the opening of new stores.

We have three distinct peak selling periods: Eabt@ck-toschool and Christmas. To prepare for our peak shgpgeasons, we must order
keep in stock significantly more merchandise thawould carry during other parts of the year. Amanticipated decrease in demand for
products during these peak shopping seasons cegidre us to sell excess inventory at a substamt#ékdown, which could reduce our
sales and gross margins and negatively affect mfitagbility. Our operating results depend sigrafitly upon the sales generated during t
periods.

Trademarks

We own the following federally registered tradensagnd service marks: Shoe Carni®and associated trade dress and related logo:
Carnival® , Donna Lawrenc® , Victoria Spense® , Innocencé® , Y-NOT?® , UNRSED®, Solanz® , Cabrizi® , Shoe Perk€® , SC Worl
Wear® WHEN YOU WANT 2®, JUMP BACK IN®, STEP OUT OF BORING, A SURPRISE IN STORFE and Laces for Learning. We
believe these marks are valuable and, accordingdyjntend to maintain the marks and the relatedstegions. We are not aware of i
pending claims of infringement or other challenggesur right to use these marks.

Environmental

Compliance with federal, state and local provisioegulating the discharge of material into the emwinent or otherwise relating to
protection of the environment has not had a mdteffect upon our capital expenditures, earningcampetitive position. We believe 1
nature of our operations have little, if any, eomimental impact. We therefore anticipate no mdteapital expenditures for environmet
control facilities for our current fiscal year arfthe near future.

Available Information

We make available free of charge through the imragtations portion of our website at www.shoeoahcom our annual reports on Form 10
K, our quarterly reports on Form 10-Q, our curnegorts on Form & and amendments to those reports filed or furmighérsuant to Secti
13(a) or Section 15(d) of the Securities Exchangedf 1934, as amended, as soon as reasonablycptdetafter we electronically file su
material with, or furnish it to, the Securities aBxichange Commission. We have included our websitlress throughout this filing as tex
references only. The information contained on oebsite is not incorporated into this Form 10-K.

Our annual report on Form 10K as filed with the Securities and Exchange Commigs is available without charge to shareholder:
investment professionals and securities analysts ap written request. Requests should be directed ténvestor Relations at oul
corporate address.




Executive Officers

Name Age Position
J. Wayne Weaver 80 Chairman of the Board and Director
Clifton E. Sifford 61 President, Chief Executive Officer, Chief Merchaandg Officer and
Director
W. Kerry Jackson 53 Senior Executive Vice President - Chief Operatind Rinancial Officer and Treasurer
Timothy T. Baker 58 Executive Vice President - Store Operations
Carl N. Scibetta 56 Executive Vice President - General Merchandise Igana
Kathy A. Yearwood 48 Senior Vice President - Controller and Chief Acainm Officer

Mr. Weaveris Shoe Carnivas largest shareholder and has served as Chairmgne @oard since March 1988. From 1978 until Fetyr@s
1993, Mr. Weaver had served as president and ekadfutive officer of Nine West Group, Inc., a degig developer and marketer of worren’
footwear. He has over 40 years of experience irfdbwear industry. Mr. Weaver is a former directdrNine West Group, Inc. Mr. Wea\
served as chairman and chief executive officeracksonville Jaguars, LTD, a professional footbah€thise, until January 2012. During J
2014, Mr. Weaver returned to the Board of DirectfrStein Mart, Inc., a publicly traded chain of-pfice retail stores. Mr. Weaver served
director of Stein Mart, Inc. from November 2002iLiApril 2008.

Mr. Sifford has been employed as President, Chief Executivieedfand Chief Merchandising Officer and has serasda Director sin
October 2012. From June 2001 to October 2012, Wfor8 served as Executive Vice Preside@eneral Merchandise Manager and from /
1997 to June 2001, Mr. Sifford served as Senioe\Reesident General Merchandise Manager. Prior to joining us, Sifford served ¢
merchandise manager-shoes for Belk, Inc.

Mr. Jacksorhas been employed as Senior Executive Vice Prdsi@dmef Operating and Financial Officer and Traassince October 201
From August 2004 to October 2012, Mr. Jackson skageExecutive Vice PresidenChief Financial Officer and Treasurer. From Jun@12@
August 2004, Mr. Jackson served as Senior ViceidRres—Chief Financial Officer and Treasurer. From Septeni996 to June 2001, M
Jackson served as Vice Presiderthief Financial Officer and Treasurer. From JanuE93 to September 1996, Mr. Jackson served as
President -Controller and Chief Accounting Officer. Prior tanliary 1993, Mr. Jackson held various accountirgjtipos with us. Prior 1
joining us in 1988, Mr. Jackson was associated wiplublic accounting firm. He is a Certified Pubiccountant

Mr. Baker has been employed as Executive Vice Presid&tbre Operations since June 2001. From March 189fume 2001, Mr. Bak
served as Senior Vice President - Store Operatienosn May 1992 to March 1994, Mr. Baker served & \President Store Operations. Pri
to that time, he served as one of our regional ersa From 1983 to June 1989, Mr. Baker held vari@iail management positions v
Payless ShoeSource.

Mr. Scibettahas been employed as Executive Vice Presidé&neral Merchandise Manager since December 201&. t8rjoining us, Mt
Scibetta served as Vice President, Divisional Manclise Managerootwear for Belk, Inc. since 2008. From 2004 t620Mr. Scibetta servi
as Vice President, Divisional Merchandise Mandgawotwear for Parisian Department Stores. From 189800, Mr. Scibetta served as \
President, Divisional Merchandise Manager for SBoeporation of America. Mr. Scibetta began hisitetareer with Wohl Shoe Company
1980.

Ms. Yearwoochas served as Senior Vice Preside@ontroller since March 2011, principal accountirficer since March 2010 and Ch
Accounting Officer since June 2010. From March 2805ugh February 2011, Ms. Yearwood served as Riesident Controller and prior 1
that served as corporate Controller since joiniegnuDecember 2002. Before joining us, Ms. Yearwser/ed in various financial positions
the radio, newspaper and public accounting indestriShe is a Certified Public Accountant. As presip disclosed, Ms. Yearwood will
retiring from her positions as Senior Vice Prestde@ontroller and Chief Accounting Officer at such éiras a suitable replacement has
hired and her duties have been effectively traoséd, which we expect will occur on or about Jyl@15.




Our executive officers serve at the discretiorhef Board of Directors. There is no family relatibipsbetween any of our Directors or execu
officers.

(Pursuant to General Instruction G (3) of FormKl,Ghe foregoing information is included as an umbered Item in PART 1 of this anni
report in lieu of being included in our Proxy Statnt for our 2015 Annual Meeting of Shareholders.)

ITEM 1A. RISK FACTORS

Carefully consider the following risk factors antlaher information contained in this annual repmefore making an investment decision \
respect to our common stock. Investing in our comistock involves a high degree of risk. If anyué following risks actually occur, we r
not be able to conduct our business as currendlgr@d and our financial condition and operatingiltescould be materially and advers
affected. See PART | “Cautionary Statement Regaréfiorward-Looking Information” at the beginningtbfs Annual Report on Form 10-K.

Economic conditions and unemployment rates may adversely affect consumer spending and may significantly harm our business. The
success of our business depends to a significaentexpon the level of consumer spending. A nundiefactors may affect the level
consumer spending on merchandise that we offdydirg, among other things:

« general economic, industry and weather conditions;
« unemployment trends and salaries and wage rates;
« energy costs, which affect gasoline and home hgaiiices;
« the level of consumer debt;

« consumer credit availability;

. real estate values and foreclosure rates;

« consumer confidence in future economic conditions;
e interest rates;

« health care costs;

« taxrates and policies; and

« war, terrorism, other hostilities and security cams.

The merchandise we sell generally consists of digmrary items. Adverse economic conditions andmpieyment rates, and any rels
decrease in consumer confidence and spending nsajt ie reduced consumer demand for discretionsams. Any decrease in consul
demand could reduce traffic in our stores, limé grices we can charge for our products and fosde take inventory markdowns, which cc
have a material adverse effect on our businessltses operations and financial condition. Redudethand may also require increased se
and promotional expenses. Reduced demand and sectemmpetition could increase the need to closiemperforming stores, which coi
result in higher than anticipated closing costs.

We face significant competition in our markets and we may be unable to compete favorably. The retail footwear industry is highly competit
with few barriers to entry. We compete primarilytiwidepartment stores, shoe stores, sporting gotmiess online retailers and m
merchandisers. Many of our competitors are sigaifity larger and have substantially greater finaineind other resources than we
Economic pressures on or bankruptcies of our cotigretould result in increased pricing pressufdss competition could adversely aff
our results of operations and financial conditiorhie future.

Failure to successfully manage and execute our marketing initiatives could have a negative impact on our business. Our success and grov

is partially dependent on generating customeritraf order to gain sales momentum in our storas dnive traffic to our website. Succes:
marketing efforts require the ability to reach omsérs through their desired mode of communicatigitizing various media outlets. Me
placement decisions are generally made monthsvarame of the scheduled release date. Our inatditsgiccurately predict our consumers
preferences, to utilize their desired mode of comigation, or to ensure availability of advertiseadgucts could adversely affect our busit
and operating results.
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Our failure to identify fashion trends could result in lower sales, higher markdowns and lower gross profits. Our success depends upon
ability to anticipate and react to the fashiondasbdf our customers and provide merchandise thafisa consumer demand. Our failure
anticipate, identify or react appropriately to chas in consumer fashion preferences may resutivirerl sales, higher markdowns to rec
excess inventories and lower gross profits. Combgr# we fail to anticipate or react to consundemand for our products, we may experit
inventory shortages, which would result in losesahnd could negatively affect our customer goddwailr brand image and our profitabili
Moreover, our business relies on continuous chaimgésshion preferences. Stagnating consumer pefess could also result in lower si
and would require us to take higher markdowns doice excess inventories.

A failureto increase sales at our existing stores may adversely affect our stock price and affect our results of operations. A number of factol
have historically affected, and will continue tdegt, our comparable store sales results, including

e competition;

« timing of holidays including sales tax holidays;

« general regional and national economic conditions;

« inclement weather and/or unseasonable weatherpsitte

« consumer trends, such as less disposable incomt due impact of higher prices on consumer goods;
« fashion trends;

« changes in our merchandise mix;

« our ability to efficiently distribute merchandise;

« timing and type of, and customer response to, &alests, promotional activities or other advertisin
« the effectiveness of our inventory management;

« new merchandise introductions; and

« our ability to execute our business strategy eiffebt.

Our comparable store sales results have fluctumtetle past, and we believe such fluctuations maytioue. The unpredictability of ¢
comparable store sales may cause our revenue sultsref operations to vary from quarter to quarded an unanticipated decline in rever
or operating income may cause our stock priceutcttiate significantly.

We would be adversely affected if our distribution or information technology operations were disrupted. We currently operate a sinc
410,000 square foot distribution center in Evasylhdiana. Virtually all merchandise receivedduwyr stores is and will be shipped through
distribution center. During fiscal 2014, we begalilfing our ecommerce orders primarily from our store locatiansl suspended utilizati
of a third party fulfillment agent for our e-comroerorders. During peak sales periods;oetmerce orders for certain key items
promotional product are fulfilled from our distrithen center. Our corporate computer network is msleto our distribution process. If ¢
distribution center is shut down for any reasorghsas a natural disaster, power outage or terratiatk, or if our information technolo
systems do not operate effectively, or if we am tdrget of attacks or security breaches, we cmddr significantly higher costs and lon
lead times associated with distributing our produotour stores. Our insurance only covers co$dsimg to specified, limited matters such i
shutdown due to fire and windstorms, as well agagecyber security incidents, but does not covBepevents such as acts of war or terr
attacks. Even in the event of a shutdown due tem@a/matters, we cannot assure you that our insenaill be sufficient, or that the insurai
proceeds will be paid to us in a timely fashionutBlowns or information technology disruptions cobhéize an adverse effect on our oper
and financial performance.

Failure to protect the integrity and security of individually identifiable data of our customers and employees could expose usto litigation and
damage our reputation. We receive and maintain certain personal, senséivé confidential information about our customersndors an
employees. The collection and use of this infororatis regulated at the international, federal atadeslevels, and is subject to cer
contractual restrictions in third party contracfdthough we have implemented processes to cadladtprotect the integrity and security of
personal information, there can be no assurancethi information will not be obtained by unautized persons, or collected or u
inappropriately. If our security and informatiorstgms or the systems of our employees or
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external business associates are compromised agroployees or external business associates fabiaply with these laws and regulati
and this information is obtained by unauthorizedspes, or collected or used inappropriately, itldmegatively affect our reputation, as v
as our operations and financial results, and coeddlt in litigation or regulatory action againgt or the imposition of costs, fines or of
penalties. As privacy and information security laamsl regulations change, we may incur additionsiscto remain in compliance.

We outsource certain business processes to third-party vendors and have certain business relationships that subject us to risks, including
disruptions in business and increased costs. We outsource some of our business processes tbghity vendors. We make a diligent effor
ensure that all providers of these outsourced sesvare observing proper internal control practibesvever, there are no guarantees
failures will not occur. Failure of third parties provide adequate services or our inability t@aage for alternative providers on favorable te
in a timely manner could disrupt our business,gase our costs or otherwise adversely affect asinbas and our financial results.

Failure to maintain positive brand perception and recognition could have a negative impact on our business. Maintaining a good reputation
critical to our business. The considerable exmansi the use of social media over recent yeardritasased the risk that our reputation c
be negatively impacted in a short amount of timhevd are unable to quickly and effectively respéadny incidents negatively impacting
reputation, we may suffateclines in customer loyalty and traffic and we nexperience vendor relationship issues and otlseress all ¢
which could negatively affect our financial results

We will require significant funds to implement our growth strategy and meet our other liquidity needs. We cannot assure you that we
continue to generate sufficient cash flow from agiens or obtain sufficient borrowings under ouisérg credit facility to finance our grow
strategy and meet our other liquidity needs. lodi015, capital expenditures are expected toerémmgn $23 million to $24 million. Our actt
costs may be greater than anticipated. We alsdareequorking capital to support inventory for ouriging stores. Failure to generate or r
sufficient funds may require us to modify, delayatrandon some of our future growth or expenditdamg We utilize our existing cre
facility to issue merchandise and special purpteedby letters of credit as well as to fund workaagpital requirements, as needed. Signifi
decreases in cash flow from operations could résuttur borrowing under the credit facility to furmgberational needs. If we borrow ful
under our credit facility and interest rates matériincrease from present levels, our results ddual adversely affected.

Various risks associated with our e-commerce business may adversely affect our business and results of operations. We launched our e-
commerce business during the third quarter of 28&Ming shoes and related accessories througivelsite at www.shoecarnival.com. Dur
the third quarter of fiscal 2014, we enabled 25frest with the capability of fulfiling @ommerce orders on a daily basis and suspe
utilization of a third party fulfilment agent fasur e-commerce orders. We also fulfilkcemmerce orders from our distribution center du
peak periods. Although our@mmerce operations are not at this time matariadliation to our total sales, we anticipate thatpercentage
our sales through our @mmerce site will grow and thus the risks assediatith these operations could have an impact anowaral
operations. Our eemmerce operations are subject to numerous riekkjding unanticipated operating problems, relearmn third part
computer hardware, software and service providerd,the need to invest in additional computer systeAny significant interruptions in t
operations of these third party providers, overalthive have no control, could have a material adveffect on our @mmerce business. C
e-commerce operations involve additional potentisksithat could have an impact on our results ofadfmas including hiring, retaining a
training personnel to conduct ourcemmerce operations, diversion of sales from oarest our ability to manage any upgrades or
technological changes, exposure to potential lighibr online content, risks related to the fadunf the computer systems that operate our
commerce site and its related support systemsydim@y computer viruses, telecommunication failuaesl cyber-attacks and bresds anc
similar disruptions, and security risks relateatw electronic processing and transmission of camfiial customer information. There can b
assurance that our e-commerce operations will gelgeowing sales and profitability.

An increase in the cost or a disruption in the flow of imported goods may decrease our sales and profits. We rely on imported goods to sel

our stores. Substantially all of the footwear prddwe sell is manufactured overseas, including rttexchandise we import directly frc
overseas manufacturers and the merchandise wegsarétom
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domestic vendors. The primary footwear manufactuaee located in China, East Asia, Bangladesh,iBaad Europe. A disruption in the flc
of imported merchandise or an increase in the aotose goods may decrease our sales and piofissidition, we do not control our vend
or their labor and business practices. The viatatiblabor, product safety or other laws by on@wf vendors could have an adverse effe
our business.

If imported merchandise becomes more expensivenavailable, the transition to alternative sourcesy mot occur in time to meet ¢
demands. Products from alternative sources mayf lesser quality and more expensive than thosewmeeitly import. Other risks associa
with our use of imported goods include:

« disruptions in the flow of imported goods becaustactors such as electricity or raw material sages, work stoppages, strikes,
political unrest and natural disaste

« problems with oceanic shipping, including shippammptainer shortages and piracy;

» port congestion at arrival ports causing delays;

» additional oceanic shipping costs to reach non-estegl ports;

» inland transit costs and delays resulting from portgestion;

» economic crises and international disputes;

« currency exchange rate fluctuations;

« increases in the cost of purchasing or shippingifpr merchandise resulting from the failure to rteimnormal trade relations with
source countries

- import duties, import quotas and other trade sansti

« increases in shipping rates imposed by the tracgi®ahipping cartel; and

- compliance with the laws and regulations, and ckartg such laws and regulations, in the UnitedeStahd the countries where our
manufacturers are located, including but not lichite requirements relating to shipping securitpdurct safety testing and
environmental requirement

We may not be able to successfully execute our growth strategy, which could have a material adverse effect on our business, financial
condition and results of operations. We intend to open new stores as a part of our dretvategy. We may not be able to open all of s
stores contemplated by our growth strategy andhéwestores that we open may not be as profitabéxiaing stores.

The complexity of our operations and managememtoresibilities will increase as we grow. Our growstinategy requires that we continut
expand and improve our operating and financialesystand expand, train and manage our employee Ibazddition, as we open new sto
we may be unable to hire a sufficient number oflifjgd store personnel or successfully integraterilew stores into our business.

The success of our growth strategy will depend eumber of other factors, many of which are oubof control, including, among ott
things:

» our ability to locate suitable store sites and tieg® store leases (for new stores and renewal§wamable terms;

- the acceptance of the Shoe Carnival concept inmarkets;

« our ability to provide adequate distribution to pag growth;

« our ability to source sufficient levels of inventdo meet the needs of new stores;

« particularly in new markets, our ability to opersafficient number of new stores to provide theiealt mass needed for efficie
advertising and effective brand recogniti

« the availability of financing for capital expendi&s and working capital requirements;

« our ability to improve costs and timing associatgtth opening new stores; and

« the impact of new stores on sales or profitabiitgxisting stores in the same market.

Due to the risks involved, we may be unable to apem stores at the rates expected. If we fail twsssfully implement our growth strateg
could have a material adverse effect on our busjfemncial condition or results of operations.

We depend on our key suppliers for merchandise and advertising support and the loss of key suppliers could adversely affect our business.
Our business depends upon our ability to purchesigdnable, name brand and

13



other merchandise at competitive prices from oyp8ars. In fiscal 2014, two branded suppliers, &iknc. and Skechers USA, Ir
collectively accounted for approximately 40% of ot sales. Nike, Inc. accounted for approxima®896 of our net sales and Skechers U
Inc. accounted for approximately 11%lame brand suppliers also provide us with coopazadvertising and visual merchandising fund
loss of any of our key suppliers in certain prodecategories or our inability to obtain name bramdother merchandise from supplier:
competitive prices could have a material adverecebn our business. As is common in the industy,do not have any longrm contract
with our suppliers.

Our quarterly operating results will fluctuate due to seasonality and other factors. Our quarterly results of operations have fluctuated! ar
expected to continue to fluctuate in the futuremprily as a result of seasonal variances and ithing of sales and costs associated
opening new stores. Other factors that may affactjoarterly results of operations include:

« fashion trends;

« calendar shifts of holiday or seasonal periods;

» the effectiveness of our inventory management;

« weather conditions;

« changes in general economic conditions and conssperding patterns; and
« actions of competitors or co-tenants.

We have three distinct peak selling periods: Eabt@ck-toschool and Christmas. To prepare for our peak shgpgeasons, we must order
keep in stock significantly more merchandise thawould carry during other parts of the year. Amanticipated decrease in demand for
products during these peak shopping seasons cegidre us to sell excess inventory at a substamtéakdown, which could reduce our
sales and gross margins and negatively affect mfitgbility. Our operating results depend sigrafitly upon the sales generated during t
periods.

We also increase our inventory levels to offeregyparticularly suited for the relevant seasonh agcsandals in the early summer seaso
boots during the winter season. If the weather itmms$ for a particular season vary significantlgrh those typical for such season, such i
unusually cold early summer or an unusually warmteri consumer demand for the seasonally apprepmarchandise that we have avail
in our stores could be adversely affected and neggtimpact net sales and margins. Lower demamdséasonally appropriate merchan
may leave us with an excess inventory of our sesoappropriate products, forcing us to sell thpeeducts at significantly discounted pri
and adversely affecting our net sales margins gedating cash flow. Conversely, if weather condisiggermit us to sell our seasonal pro
early in the season, this may reduce inventoryl$eveeded to meet our customerseds later in that same season. Consequentlyesuits o
operations are highly dependent on somewhat pedddetwveather conditions and our ability to reacthanges in weather conditions. If
future quarterly results fail to meet the expeotadiof research analysts, then the market priceio€ommon stock could decline substantially.

If our long-lived assets become impaired, we may need to record significant non-cash impairment charges. Periodically, we review our long-
lived assets for impairment whenever economic eventchanges in circumstances indicate that theyingrvalue of an asset may not
recoverable. Significant negative industry or gaheconomic trends, disruptions to our businessumakpected significant changes or plar
changes in our use of the assets (such as staeatieins or closures) may result in impairment ghar Any such impairment charges
significant, would adversely affect our financialgition and results of operations.

We are subject to periodic litigation and other regulatory proceedings, which could result in the unexpected expenditure of time and
resources. We are a defendant from time to time in lawsuitd ezgulatory actions relating to our business. Buthe inherent uncertainties
litigation and regulatory proceedings, we cannatuaately predict the ultimate outcome of any suobceedings. An unfavorable outco
could have a material adverse impact on our busjrig&ncial condition and results of operatiomsadidition, regardless of the outcome of
litigation or regulatory proceedings, such procegdiare expensive and will require that we devobstntial resources and executive tirr
defend, thereby diverting management’s attentiahrasources that are needed to successfully rubuminess.
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Our failure to manage key executive succession and retention and to continue to attract qualified personnel could adversely affect our
business. Our success depends largely on the continued seof¥iour executive management team. Our busineatdvbe adversely affectec
we fail to adequately plan for the succession atdntion of our executive management team. Whilehexe succession plans in place
members of our executive management team, andncento review and update those plans, and we hapdogment agreements with cert
key executive officers, these plans and agreententsot guarantee that the services of our execoffigers will continue to be available to
or that we will be able to find suitable managenparsonnel to replace departing executives on alyitasis.

Furthermore, our strategy requires us to contimu&din, motivate and manage our employees andtitacg motivate and retain additio
qualified managerial and merchandising personrtet. dbility to meet our labor needs while contrgjloosts is subject to external factors
as unemployment levels, prevailing wage rates,thealre and minimum wage legislation and changiegnabraphics. If we are unable
attract and retain quality sales associates andcigement, the ability to meet growth goals or tdansexpected levels of profitability may
compromised.

Our stock price may be volatile and could decline substantially. The stock market has, from time to time, experienegtreme price ai
volume fluctuations. Many factors may cause theketgprice for our common stock to decline, inclugin

« operating results failing to meet the expectatioitsecurities analysts or investors in any quarter;
- downward revisions in securities analysts’ estirate

- material announcements by us or our competitois; an

« the other risk factors cited in this annual report.

In the past, companies that have experienced litylati the market price of their stock have beke subject of securities class action litigal
If we become involved in a securities class actitigation in the future, it could result in substal costs and diversion of managen
attention and resources, thus harming our business.

Failure to maintain effective internal control over financial reporting could result in a loss of investor confidence in our financial reports
and have a material adverse effect on our stock price. We must continue to document, test and evaluateérwemal control over financi
reporting in order to satisfy the requirements e€ti®n 404 of the Sarban@sxley Act of 2002, which requires annual reportsngnageme
regarding the effectiveness of our internal contredr financial reporting and a report by our ingleglent registered public accounting 1
attesting to the effectiveness of our internal manbver financial reporting. We have expended, arpect that we will continue to expe
significant management time and resources docungerand testing our internal control over finanai@porting. If we conclude in futu
periods that our internal control over financighogting is not effective, it could result in lostviestor confidence in the accuracy, reliability
completeness of our financial reports. Any suchéeould have a material adverse effect on ouwkgtoice.

We are controlled by our principal shareholder. J. Wayne Weaver, our Chairman of the Board of Ddinescand principal shareholder, and
spouse together own approximately 24.6% of ourtaoténg common stock. Accordingly, Mr. Weaver ideatn exert substantial influer
over our management and operations. In additianirtérests may differ from or be opposed to therasts of our other shareholders, an
control may have the effect of delaying or prevemt change in control that may be favored by aghareholders.

Provisions of our organizational documents and Indiana law might deter acquisition bids for us. Our Restated Articles of Incorporation i
Indiana corporate laws contain provisions that m&éscourage other persons from attempting to acoeorgrol of us, including, witho
limitation, a Board of Directors that has staggetedns for its members, supermajority voting primns, restrictions on the ability
shareholders to call a special meeting of sharensléind procedural requirements in connection sfthreholder proposals or direc
nominations. The Board of Directors has the autdd issue preferred stock in one or more serigisowt the approval of the holders of
common stock. Further, Indiana corporate law caostd&iusiness combination provisions that, in gen@rahibit for five years any busine
combination with a beneficial owner of 10% or mofeour common stock unless the holdesicquisition of the stock was approved in adv
by our Board of Directors. Indiana
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corporate law also contains control share acqaisifirovisions that limit the ability of certain shholders to vote their shares unless
control share acquisition is approved. In certarnumnstances, the fact that corporate devicesrapdace that inhibit or discourage takec
attempts could reduce the market value of our comstack.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

We lease all existing stores and intend to leakéutllre stores. Approximately 98% of the leasessdar existing stores provide for fix
minimum rentals and approximately 50% provide fontingent rental payments based upon various spddifercentages of sales ab
minimum levels. Certain leases also contain edoalalauses for increases in minimum rentals, dpegaosts and taxes.

The following table identifies the number of ounrsts in each state and Puerto Rico as of Janua3035:

State/Territory State/Territory

Alabama 13 Nebraske 2
Arkansas 10 New York 2
Arizona 6 North Caroline 21
Colorado 4 North Dakotz 3
Florida 28 Ohio 19
Georgia 16 Oklahoma 8
Idaho 4 Pennsylvani: 12
lowa 12 Puerto Ricc 9
Illinois 28 South Carolin: 12
Indiana 24 South Dakota 2
Kansas 4 Tennesse 19
Kentucky 12 Texas 46
Louisiana 12 Utah 7
Michigan 15 Virginia 9
Missouri 21 Wisconsin 3
Mississippi 7 West Virginia 5
Montana 3 Wyoming 2

Total Stores 400

In February 2006, we entered into an operatingeleath an independent third party to lease our @@ square foot distribution center loc:
in Evansville, Indiana. The lease has an initiahtef 15 years, commencing on December 1, 2006h&¥e the right to extend the initial le
term for up to three additional periods of five sgea@ach, and to expand the facility by up to 200 &fuare feet.

In June 2006, we entered into an operating leatte avi independent third party to lease our corgohgiadquarters for an initial term of
years, expiring in 2021. We have the right to edtdre initial lease term for up to three additiopatiods of five years each, and to expani
facility by up to 30,000 square feet.

For additional information with respect to our pedjes, see ITEM 1. BUSINESS — “Growth Strategytl dbistribution” as well as PART |
ITEM 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION AND RESULTS OF OPERATIONS-
“Executive Summary” of this report.

ITEM 3. LEGAL PROCEEDINGS
From time to time, we are involved in certain legaedceedings in the ordinary course of conductimglusiness. We cannot provide assur
as to the ultimate outcome of any litigation invaly us. The following is a description of pendiriightion that falls outside the scope

litigation incidental to the ordinary course of duusiness. On October 31, 2013, a putative clagsndawsuit was filed against us in the Un
States District Court for the Northern Districtlthinois (the “District Court”) captionedicaj v. Shoe Carnival, Ind-he
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complaint alleged that we violated certain provisiof the Fair and Accurate Credit Transactions@@003 (“FACTA"), which amended tt
Fair Credit Reporting Act, by printing the month thie expiration date of our customersedit cards on transaction receipts. The pla
sought, among other things, the designation of dbison as a class action, an award of monetaryadamof between $100 and $1,000
violation, counsel fees and costs, and such otiiexf as the court deemed appropriate.

On January 16, 2014, the District Court grantedroation and dismissed the plaintgfaction with prejudice and denied his motion tditsea
class as moot, finding that our actions did notate FACTA and that our conduct, even if it didlate FACTA, was not willful. On Februe
12, 2014, the plaintiff filed a notice of appealtbé District Courts order with the Seventh Circuit Court of Appe#éisSeptember 2014, t
Seventh Circuit entered an order affirming the istCourt’s order. The plaintiff petitioned the United SsaSupreme Court for certiorari, ¢
the Supreme Court denied that petition on Febr@an2015. The Supreme Court’s order concludedittgation.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable

PART Il

ITEM 5. MARKET FOR THE REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Market Information and Holders

Our common stock has been quoted on The NASDAQkSHarket, LLC under the trading symbol “SCVkfnce March 16, 1993. As of Af
10, 2015, there were approximately 166 holdersobrd of our common stock. We did not sell any gistered equity securities during fis
2014.

The quarterly intraday high and low trading prideasaddition to dividends per share, were as foipw

Dividends Per

Fiscal 201¢ High Low Share
First Quartel $ 27.4¢ $ 21.71 $ 0.0¢€
Second Quarte 22.9¢ 17.3(C 0.0¢
Third Quartel 22.5¢ 16.6¢ 0.0€
Fourth Quarte 26.8¢ 18.3( 0.0¢
Fiscal 2012
First Quartel $ 21.8( $ 18.9¢ $ 0.0¢
Second Quarte 27.21] 20.1¢ 0.0¢
Third Quartel 27.9¢ 24.3¢ 0.0€
Fourth Quarte 29.7¢ 23.5¢ 0.0€

Cash Dividends

The declaration and payment of any future dividesm@sat the discretion of the Board of Directord aill depend on our results of operatic
financial condition, business conditions and offaetors deemed relevant by our Board of Direct@us. credit agreement permits the payr
of dividends as long as the dividends distributeadt exceed 30% of our consolidated net incoméh@preceding fiscal year, and in no e
may the total distributions in any fiscal year ee@@5% of the prior year’s ending net worth.
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On March 17, 2015, the Board of Directors appraedpayment of a cash dividend to our sharehoidetts first quarter of fiscal 2015. The
quarterly cash dividend of $0.06 per share wilpb&l on April 20, 2015 to shareholders of recordfahe close of business on April 6, 2015.

Issuer Purchases of Equity Securities

Throughout fiscal 2014, we issued treasury sharesriployees for the exercise of stock options andhie issuance of restricted stock awz
We also repurchased 2,460 shares of common stoakesult of our withholding shares or allowing @unployees to deliver shares to us
the income taxes resulting from the vesting ofaiartestricted stock awards. It is our intentiorcemtinue these practices as they relate t
issuance of treasury shares.

On December 11, 2014, our Board of Directors auzkdra new share repurchase program for up to $B&mof outstanding common stoc
effective January 1, 2015. The purchases may beerrathe open market or through privately negotiatensactions, from time-time
through December 31, 2015, and in accordance witlliGable laws, rules and regulations. The prograay be amended, suspende:
discontinued at any time and does not commit usfiarchase shares of our common stock. We havedijraohd intend to continue to fund,
share repurchase programs from cash on hand andtargs acquired will be available for stdidsed compensation awards and ¢
corporate purposes. The actual number and valdbeo$hares to be purchased will depend on the npeaface of our stock price and ot
market conditions. As of January 31, 2015, no shheel been repurchased under the new share repengragram.

The new share repurchase program replaced the§#®million share repurchase program that wasaaizéd in August 2010 and expirec
accordance with its terms on December 31, 2014itsA¢xpiration, we had purchased approximately @2%,shares at an aggregate co
$12.2 million under the prior repurchase program.

The following table summarizes repurchase actiditying the fourth quarter of fiscal 2014:

Issuer Purchases of Equity Securities

Total Numbel Approximate
Of Shares Dollar Value
Purchasel of Shares
as Par that May Yet
Total Numbel Average of Publicly Be Purchase
of Shares Price Paic Announcec Under

Period Purchases per Share Programs Programs(z)
November 2, 2014 to November 29, 2( 0 $ 0.0cC 0 $ 12,800,00
November 30, 2014 to January 3, 2(1) 1,62: $ 23.2¢ 0 $ 25,000,00
January 4, 2015 to January 31, 2! 0 $ 0.0C 0 $ 25,000,00

1,627 0

(1) Total number of shares purchased represents dielresred to or withheld by us in connection withgoyee payroll tax withholding upon the vestingceftain restricte:
stock awards.

(2) On December 11, 2014, our Board of Directors aigbdra new share repurchase program for up to $#6mof our outstanding common stock, effectiandary 1, 201
and expiring on December 31, 2015. The new shamerchase program replaced the prior $25 milliorresliapurchase program that was authorized in Aug@$0, an
expired in accordance with its terms on Decembef@14.

Securities Authorized for Issuance Under Equity Corpensation Plans

The information required by this Item concerningséies authorized for issuance under our equigng has been incorporated by refer:
into PART I, ITEM 12 of this report.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should bedr@aconjunction with ManagemestDiscussion and Analysis of Financial Conditior
Results of Operations as contained in PART II, ITEMIlong with our consolidated financial statemeamtd notes to those statements inch
in PART Il, ITEM 8 of this report.

(In thousands, except per share and operating data)

Fiscal year{?) 2014 2013 2012 2011 2010
Income Statement Dat
Net Sales $ 940,16 $ 884,78! $ 854,99¢ $ 762,53¢ $ 739,18¢
Cost of sales (including buying, distribution a

occupancy costs) 666,48: 625,46¢ 597,52: 537,68: 517,65(
Gross Profit 273,67¢ 259,31° 257,47 224.,85! 221,53¢
Selling, general and administrative expenses 231,82t 215,65( 208,98: 182,71t 179,15¢
Operating incomi 41,85 43,667 48,49:¢ 42,137 42,38t
Interest incom (14 (12 (32 (79) (165)
Interest expense 165 17z 273 26¢€ 25¢
Income before income tax 41,70z 43,50¢ 48,25 41,95( 42,29:
Income tax expense 16,17¢ 16,63t 18,91t 15,56¢ 15,47
Net income $ 25,521 $ 26,87 $ 29,33¢ $ 26,38: $ 26,82:

Net income per shar

Basic® $ 127 $ 13: % 1.4, $ 132 $ 1.41
Diluted® $ 127 $ 132 $ 14 $ 131  $ 1.37
Weighted average shar¢
Basic® 19,77: 19,92¢ 19,91: 19,52: 19,08t
Diluted® 19,79: 19,94" 19,97: 19,69« 19,58:
Dividends declared per she $ 0.24 $ 0.24 $ 1.1t $ 0.0c $ 0.0c
Selected Operating Dat
Stores open at end of ye 40C 37¢€ 351 327 314
Square footage of store spi
at year end (0rs) 4,41¢ 4,147 3,82 3,55¢ 3,39(
Average sales per store ('s) @ $ 2,39C  $ 2,428 $ 2,47¢  $ 2,39C % 2,38¢
Average sales per square (@ (5 $ 221 $ 22: $ 22¢  $ 221 $ 221

Comparable store sal®®) 1.8% 0.C% 4.5% 0.7% 8.2%
Balance Sheet Dat

Cash and cash equivale $ 61,37¢ $ 48,25: % 45,75¢  $ 70,60 % 60,19:
Total asset $ 465,01¢ $ 436,85 $ 407,19¢ $ 386,56. $ 345,14!
Long-term debi $ 0 $ 0 $ 0] $ 0 $ 0
Total sharehold€e’ equity $ 331,19¢ $ 316,87. $ 292,36t $ 283,68t $ 254,34

(1) Our fiscal year is a 52/53 week year endingtie Saturday closest to January 31. Unlesswiterstated, references to years 2014, 2013, 202, and 2010 relate
respectively to the fiscal years ended Januar2@15, February 1, 2014, February 2, 2013, Janugrg@12, and January 29, 2011. Fiscal year 20t8isted of 53 weeks
and the other fiscal years consisted of 52 we

(2) Selected Operating Data for fiscal 2012 has beg@rstatl to a comparable -week period ended January 26, 2013. The 53rd wefiscal 2012 caused a c-week shift in
our fiscal calendar. To minimize the effect ofstfiscal calendar shift on comparable store salesreported annual comparable store sales rdsulfscal 2013 compare
the 52-week period ended February 1, 2014 to thedsk period ended February 2, 2013. Comparabte stles for fiscal 2012 compare the 52-week gesr@ed January
26, 2013 to the t-week period ended January 28, 2C

(3) Comparable store sales for the periods indicateldidie stores that have been open for 13 full mopths to the beginning of the period, includingdle stores that ha
been relocated or remodeled. Therefore, storesenber closed during the periods indicated arénubided in comparable store sales. Our e-comneaies were included
in comparable sales starting with fiscal 201

(4) On March 23, 2012, our Board of Directors auttenl a three-for-two stock split of the shareswf common stock, which was effected in the forna stock dividend. All
share and per share amounts in this table givetdtighe stock split and have been adjusted retirady for all periods presente

(5) Average sales per square foot includes -commerce sales for fiscal years 2014, 2013 and.:
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

The following discussion of our financial conditiand results of operations should be read togetiterour consolidated financial stateme
and notes to those statements included in PARTHEM 8 of this report.

Overview of Our Business

Shoe Carnival, Inc. is one of the natierdargest family footwear retailers, providing tbenvenience of shopping at any of our 400
locations or online at shoecarnival.com. Our staresbine competitive pricing with a highly promata, instore marketing effort th
encourages customer participation and injects futhsarprise into every shopping experience. Weebelthis highly promotional atmosph
results in various competitive advantages, inclgdircreased multiple unit sales; the building dbyal, repeat customer base; the creatic
word-of-mouth advertising; and enhanced sell-thtoofjin-season goods. The same customer experisnmedlected in our @ommerce sit
through special promotions and limited time sadésng with relevant fashion stories featured onlmme page.

Our objective is to be the destination retaileicbbice for a wide range of consumers seeking vphaed, current season name brand
private label footwear. Our product assortmentudek dress and casual shoes, sandals, boots aité asgortment of athletic shoes for
entire family. Our average store carries approx@tya8,200 pairs of shoes in four general categoriomen’s, men’s, childres’anc
athletics. In addition to footwear, our stores gaelected accessory items complementary to tleecfdbotwear. Our eemmerce site offe
customers an opportunity to choose from a largectieh of products in all of the same categoriefoofwear with a depth of sizes and co
that may not be available in some of our smallerest, and introduces our concept to consumers whoew to Shoe Carnival, in both exis
and new markets.

Our fiscal year is a 52/53 week year ending onShturday closest to January 31. Unless otherwaedstreferences to years 2014, 2013
2012 relate respectively to the fiscal years entitbary 31, 2015, February 1, 2014, and Februé&@9X3. Fiscal year 2012 consisted o
weeks and the other fiscal years consisted of Skaelhe 53rd week in fiscal 2012 caused aweek shift in our fiscal calendar. To minim
the effect of this fiscal calendar shift on compeastore sales, our reported annual comparable sédes results for fiscal 2013, in this Ani
Report on Form 10-K and in our other public disales, compare the 52-week period ended Februa2914, to the 52veek period ende
February 2, 2013. Comparable store sales for fi26aR compare the 52-week period ended Januarg@& to the 52week period ende
January 28, 2012. As such, changes in comparaire sales are not consistent with changes in et saported for the fiscal periods.

Executive Summary
Fiscal 2014

From a topline sales perspective, fiscal 2014 began as oribeofmost challenging years in recent memory. @ubath the first and seco
quarters of the year, we experienced moderaterdecin comparable store sales finishing the fiadft ¢f the fiscal year with a 1.8% decreas
comparable store sales. We were pleased with dlityadturing this period to maintain our conversicatio and raise our average unit re
price even when faced with declining consumer iaff our stores. As we navigated through thisiclift sales environment, we continuet
make investments in our business that we believaddvbenefit our londerm sales and earnings growth. In the near terenefined our fa
footwear assortment to provide us with what wedweld would result in a strong competitive posiiiothe family footwear channel.

We were not disappointed by the consume€esponse to our fall fashion boot assortmenthiasproduct category contributed significanth
our third quarter comparable store sales incre&2e386. Our positive sales performance in the tljudrter along with our 9.5% comparz
store sales increase reported for the fourth quar@ve a second half comparable store sales iserefi5.6%. Our fashion boot selec
resonated well with consumers throughout the sedmifdof the fiscal year, and we experienced anstreesponse to our athletic footw
assortment. The decision to bring fulfilment ofr@commerce orders in house, utilizing the inventorpur physical stores, played a key
in our second-half sales performance, as we wdeetalminimize out-of-stocks and offer the consumeiexpanded online assortment.
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Despite the challenges presented by the continfliimguations in consumer demand, we were able toage our inventories and deliver
improved operating margin as compared to the gisoal year. Our net sales gains for fiscal 2014endriven by sales at the 63 new st
opened since the beginning of fiscal 2013 and by8% comparable store sales increase.

Notwithstanding the challenges faced, throughaadi 2014 we remained focused on growing our basibeth through enhancing the Sl
Carnival brand and store expansion.

« Our national cable television advertising strateghjch kicked off in April 2014, is intended to kenage national cable television
increase our brand awareness in existing, new @tndef markets. Throughout the fiscal year, we comi to refine the messaging an
the end of the third quarter began to see measuraisults and believe the campaign significantlgtidouted to our improved four
quarter performanci

« Through a continued focused effort on enrolimenthat point-ofsale, our Shoe Perks rewards program membershi agein double
with purchases from Shoe Perks members increasiig% of our net sales for fiscal 2014. We contitaubelieve our Shoe Perks progi
affords us tremendous opportunity to communicatéidhrelationships and engage with our most loyappers, which we believe w
result in lon+-term sales gain:

« During the third quarter of fiscal 2014, we sucéadslaunched our first ever mobile app and broufyiffiliment of our eecommerce orde
in house, utilizing the inventory in our physic#ébres. By fulfilling our eeommerce orders from our store level inventory,ane able t
minimize out-of-stocks, offer our customers an exjmd online assortment and leverage store levantovy and overhead. By mid-
November 2014, we had enabled 250 stores with dpahility of fulfilling e-commerce orders from store locations. During pesk:
periods, orders for certain key items and promatigmoduct are being fulfilled from our distributi@enter

« For fiscal 2014, we opened 31 new stores, includittgges in Buffalo (New York), Detroit (MichiganMadison (Wisconsin), Miar
(Florida) and Philadelphia (Pennsylvania), whichraveew markets for us. Also during fiscal 2014, cl@sed seven stores and reloc
three stores locations which we believe will be enproductive

« We utilize a formalized review process in our ewdilon of potential new store sites as well as fecisions surrounding leases on exis
store locations. Our approach is both qualitativevall as quantitative in nature. We look to comdlly enhance this process and du
fiscal 2014, we incorporated additional real essgecific software tools for portfolio analysis. tihe incorporation of these additio
tools, we believe our process will be enhancedetmards to identifying the best possible locatiamsféiture expansion and identifyi
potential store closings and relocations that @nlhble us to realize positive Ic-term financial performance of our portfol

Fiscal 2015

In fiscal 2015, we remain focused on growing ousibess both through store expansion and enhank@@hoe Carnival brand. For fis
2015, we expect to open approximately 18 to 22estgorimarily serving to filin existing markets. Consistent with prior year, ago plan t
continue to reinvest in our existing physical stbese, focusing on in-store graphics, includingage updates to focal walls and eraghs
Dependent upon successful lease negotiations, aretplremodel approximately 22 stores during theafiyear.

We will continue with many of the same points otde from fiscal 2014 including the further evolutiof our national cable televisi
advertising strategy and development of effect@mmunication campaigns to employ with our Shoe ®emkmbership. Also for fiscal 20:
we are proceeding towards our ultimate goal of omeour inventory to be accessible to every sttires putting us in a position to satisfy
in-store customers with the footwear they are segkDverall, we believe that our ongoing muhiannel initiatives represent the corners
for our long-term growth and are in-line with ralgidhanging consumer trends and expectations.
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Critical Accounting Policies

It is necessary for us to include certain judgmeémtsur reported financial results. These judgreéntolve estimates based in part on
historical experience and incorporate the impacthef current general economic climate and compmegific circumstances. Howe\
because future events and economic conditionsndueréntly uncertain, our actual results could diffeaterially from these estimates. -
accounting policies that require the more signiftgadgments are included below.

Merchandise Inventorie- Our merchandise inventories are stated at the lafveost or market (LCM) as of the balance she&t dad consi
primarily of dress, casual and athletic footweanfomen, men and children. The cost of our mercisanid determined using the first-in, first-
out valuation method (FIFO). For determining markatue, we estimate the future demand and reladel grice of merchandise in «
inventory. The stated value of merchandise invéesocontained on our consolidated balance shestsimtludes freight, certain capitali:
overhead costs and reserves.

We review our inventory at the end of each quadetetermine if it is properly stated at LCM. Fastoonsidered include, among others, re
sale prices, the length of time merchandise has he&d in inventory, quantities of the various sgyheld in inventory, seasonality of
merchandise, expected consideration to be recdieed our vendors and current and expected futulesseends. We reduce the value of
inventory to its estimated net realizable value iehepst exceeds the estimated future selling phirchandise inventories as of January
2015, and February 1, 2014, totaled $287.9 milaod $284.8 million, respectively, representing agjmately 62% and 65% of total ass
Given the significance of inventories to our comdated financial statements, the determination eif nealizable value is considered to |
critical accounting estimate. Material changeshim factors noted above could have a significantithpn the actual net realizable value ol
inventory and our reported operating results.

Valuation of Long-Lived AssetsLonglived assets, such as property and equipment dulojelepreciation, are evaluated for impairmeng
periodic basis if events or circumstances inditiagecarrying value may not be recoverable. Thiduaten includes performing an analysit
the estimated undiscounted future cash flows ofldhgdived assets. Assets are grouped and the evalupéidormed at the lowest level
which there are identifiable cash flows, which éngrally at a store level.

If the estimated future cash flows for a storedermined to be less than the carrying value @tbres assets, an impairment loss is reca
for the difference between estimated fair value eatlying value. We estimate the fair value of mng-ived assets using store specific ¢
flow assumptions discounted by a rate commensuviiltethe risk involved with such assets while inmmrating marketplace assumptions.
assumptions and estimates used in the evaluatiompairment, including current and future economnénds for stores, are subject to a |
degree of judgment. Assets subject to impairmeataatjusted to estimated fair value and, if appleabn impairment loss is recordec
selling, general and administrative expenses. Onglived assets as of January 31, 2015, and Febrya2914, totaled $101.3 million a
$90.2 million, respectively, representing approxieha22% and 21% of total assets. From our evalnatiperformed during fiscal 2014
fiscal 2013, we recorded impairments of long-livassets of $1,000,000 and $947,000, respectivelgctifal operating results or mar
conditions differ from those anticipated, the cargyvalue of certain of our assets may prove unre@ble and we may incur additio
impairment charges in the future.

Insurance Reserve— We self-insure a significant portion of our warkecompensation, general liability and employee hegdtie costs ai
also maintain insurance in each area of risk ptimgas from individual and aggregate losses oyecHied dollar values. We review 1
liability reserved for our selfasured portions on a quarterly basis, taking icbosideration a number of factors, including histrclaim:
experience, severity factors, statistical trendd, an certain instances, valuation assistance gealiby independent third parties. Our sel
insurance reserves include estimates of both cléilets carried at their expected ultimate settlamealue, and claims incurred but not
reported. As of January 31, 2015 and February 14 26ur selfinsurance reserves totaled $2.9 million for botargeWhile we believe that t
recorded amounts are adequate, there can be n@massuhat changes to managen®sstimates will not occur due to limitations irdmrir
the estimating
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process. If actual results are not consistent aithestimates or assumptions, we may be expodedute losses or gains that could be mate

Income Taxe— As part of the process of preparing our consolididieancial statements, we are required to estimatecurrent and futu
income taxes for each tax jurisdiction in which wperate. Significant judgment is required in detemy our annual tax expense i
evaluating our tax positions. As a part of thisqess, deferred tax assets and liabilities are réezed based on the difference betweer
consolidated financial statement carrying amouritsxasting assets and liabilities and their respectax basis. Our temporary timi
differences relate primarily to inventory, depréicia, accrued expenses, deferred lease incentivestackbased compensation. Deferred
assets and liabilities are measured using theat®s renacted and expected to be in effect in thesyehen those temporary differences
expected to reverse. Deferred tax assets are reédificeecessary, by a valuation allowance to themfuture realization of those tax bene
are uncertain.

We are also required to make many subjective assongpand judgments regarding our income tax ex@sswhen accounting for uncert
tax positions associated with our income tax féing/e must presume that taxing authorities willnsixee all uncertain tax positions and 1
they have full knowledge of all relevant informaticHowever, interpretations of guidance surroundimgpme tax laws and regulations
often complex, ambiguous and frequently change tiwez and a number of years may elapse before tecylar issue is resolved. As su
changes in our subjective assumptions and judgmeantsmaterially affect amounts recognized in ounsotidated financial statemer
Although we believe we have adequately providedatbuncertain tax positions, tax authorities coagsess tax liabilities greater or less
our accrued positions for open tax periods.

Results of Operations

The following table sets forth our results of opienas expressed as a percentage of net saleseféoltbwing fiscal years:

2014 2013 2012
Net Sales 100.(% 100.(% 100.(%
Cost of sales (including buying, distribution, and
occupancy costs) 70.€ 70.7 69.¢
Gross profit 29.1 29.5 30.1
Selling, general and
administrative expenses 24.€ 24.4 24.L
Operating incom: 4.t 4.9 5.7
Interest income (0.0 (0.0 (0.0)
Interest expense 0.C 0.C 0.C
Income before income tax 4.k 4.8 5.7
Income tax expense 1.8 1.8 2.3
Net income 2.7% 3.C% 3.4%

In the regular course of business, we offer outarusrs sales incentives including coupons, dissamd free merchandise. Sales are rec
net of such incentives and returns and allowari€@s incentive involves free merchandise, thatehandise is recorded as a zero sale ar
cost is included in cost of sales. Comparable staftes for the periods indicated below includeestdhat have been open for 13 full mo
prior to the beginning of the period, including $kostores that have been relocated or remodeledefbine, stores opened or closed during
periods indicated are not included in comparaldeessales. Our e-commerce sales were includednpamble sales starting in fiscal 2013.

2014 Compared to 2013

Net Sale:

Net sales increased $55.4 million to $940.2 millfon fiscal 2014, a 6.3% increase, from net safe$884.8 million for fiscal 2013. Of ti
$55.4 million increase in net sales, approxima&39.2 million was attributable to the 63 new storesopened since the beginning of fi

2013 and $15.4 million was attributable to our 1i®%ease in comparable store sales. These ina@ae partially offset by the loss of $1
million in sales from the fourteen stores closetsithe beginning of fiscal 2013.
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Gross Profit

Gross profit increased $14.4 million to $273.7 ioillin fiscal 2014. The gross profit margin in 82014 decreased to 29.1% from 29.3¢
the prior fiscal year. Our merchandise margin remdiflat between years while buying, distributiovd accupancy costs, as a percentay
sales, increased 0.2%. Buying, distribution andupaacy costs increased approximately $8.1 millianing) fiscal 2014 as compared to
prior fiscal year primarily as a result of the cgtéon of additional store locations.

Selling, General and Administrative Expenses

Selling, general and administrative expenses iseea16.2 million in fiscal 2014 to $231.8 millioprimarily due to an additional $1:
million in incremental expense in fiscal 2014 rethto the operation of new stores, net of expeedaations for stores that have closed ¢
the beginning of fiscal 2013. Incentive compensatinclusive of stockbased compensation, decreased $2.4 million inlf3@®4 as compar:
to fiscal 2013. This reduction was primarily attriible to our reversal of our cumulative prior pdrexpense for performanbased awart
that management deemed were not probable to viestitheir expiration.

In both fiscal 2014 and 2013, pogening costs included in selling, general and adsmative expenses were $2.1 million, or 0.2%
percentage of sales. We opened 31 stores duricey #914 at an average cost of $68,000 as compai&2istores last year at an average cc
$66,000. Prepening costs, such as advertising, payroll angl&s incurred prior to the opening of a new stare charged to expense in
period in which they are incurred. The total amaafrpre-opening expense incurred will vary by store depegdin the specific market and
promotional activities involved.

The portion of store closing costs and rash asset impairment charges included in selfjageral and administrative expenses for fiscal
was $1.5 million or 0.2% as a percentage of sdlbgese costs related to the closing of seven sto@scash asset impairment of cert
underperforming stores and acceleration of expeasssciated with managementietermination to close certain underperformirayest ir
future periods. The portion of store closing c@std noneash asset impairment charges included in selljegeral and administrative exper
for fiscal 2013 was $1.2 million or 0.1% as a patage of sales. These costs related to the clasisgven stores, norash asset impairment
certain underperforming stores and acceleratioaxpienses associated with managensed€&termination to close a store in fiscal 2014e
timing and actual amount of expense recorded isifpa store can vary significantly depending, amtpon the period in which managen
commits to a closing plan, the remaining basi©ifixed assets to be disposed of at closing amdutiount of any lease buyout.
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Income Taxe

The effective income tax rate for fiscal 2014 w&s8%6 as compared to 38.2% for fiscal 2013. Our igiom for income tax expense is base
the current estimate of our annual effective ta® eand is adjusted as necessary for quarterly svent

2013 Compared to 2012
Net Sale:

Net sales increased $29.8 million to $884.8 millfon fiscal 2013, a 3.5% increase, from net sale$855.0 million for fiscal 2012. Of tl
$29.8 million increase in net sales, the 63 newestave opened since the beginning fiscal 2012 ibartéd an additional $51.4 million in sal
These increases were partially offset by a $5.%ianildecline in sales within our comparable stoaséalong with the loss of $5.4 millior
sales from the fourteen stores closed since thimbieg of fiscal 2012. Similar to other retailerge follow the retail calendar, which incluc
an extra week in the fourth quarter of fiscal 2@t 53"@ week). The loss of this one week of sales in fi@H3 negatively affected our
sales comparison, as approximately $10.7 millionghsales were recorded for this extra week oafig012. Comparable store sales for the 5
week period ended February 1, 2014, remained $labapared to the 52-week period ended Februf2913.

Gross Profit

Gross profit increased $1.8 million to $259.3 roifliin fiscal 2013. The gross profit margin in fis2813 decreased to 29.3% from 30.1% ir
prior fiscal year. Our merchandise margin decred&sdébo while buying, distribution and occupancy spsis a percentage of sales, incre
0.4%. Buying, distribution and occupancy costséased approximately $6.3 million during fiscal 2Gt8compared to the prior fiscal y
primarily as a result of the operation of additibstare locations.

Selling, General and Administrative Expenses

Selling, general and administrative expenses ise@&6.7 million in fiscal 2013 to $215.7 millidgignificant changes in expense betweel
comparative periods included the following:

« We incurred an additional $10.6 million of expemseing fiscal 2013, as compared to the prior fisezdr, in the operation of n
stores. This increase was net of expense redudborssores that have closed since the beginnirfgoél 2012

« Incentive compensation, inclusive of stdzksed compensation, decreased $4.5 million inlf&@h3 as compared to fiscal 2012 w
our financial performance drove material increasgserformanc-based compensatio

« In connection with his retirement, we paid a dinee retirement and severance payment of $1.4anilto our former President &
Chief Executive Officer in October 2012, which wmeluded as incentive compensation in selling, ganand administratiy
expenses. Also included were incentive compensatiqense reductions of approximately $154,000 seali 2012 to reflect tl
forfeiture of certain of his n-vested restricted stock awar

In fiscal 2013, prespening costs included in selling, general and aditrative expenses were $2.1 million, or 0.2% asm@entage of sales,
compared to $2.7 million, or 0.3% as a percentdgales, for fiscal 2012. We opened 32 stores duigtal 2013 at an average cost of $66
as compared to 31 stores last year at an averageic$88,000. Prepening costs, such as advertising, payroll anglgs incurred prior 1
the opening of a new store are charged to expendeiperiod in which they are incurred. The tet@ount of prespening expense incurt
will vary by store depending on the specific mar&etl the promotional activities involved. The desein the average expenditures per
store was primarily the result of decreases irettpenditures for onsite training and support angeising.

25




The portion of store closing costs and reash asset impairment charges included in selfjegeral and administrative expenses for fiscal
was $1.2 million or 0.1% as a percentage of sdlagse costs related to the closing of seven stomscash asset impairment of cert
underperforming stores and acceleration of expeasssciated with managementletermination to close a store in fiscal 2014 pbrtion o
store closing costs and neash asset impairment charges included in seljjeageral and administrative expenses for fiscal 2042 $646,00!
or 0.1% as a percentage of sales. These costeddtathe closing of seven stores, mash asset impairment of certain underperformioges
and acceleration of expenses associated with maregs determination to close certain underperformimgest in future periods. The timi
and actual amount of expense recorded in closstgra can vary significantly depending, in parttlo@ period in which management comi
to a closing plan, the remaining basis in the figsdets to be disposed of at closing and the anobamy lease buyout.

Income Taxe

The effective income tax rate for fiscal 2013 w&2%6 as compared to 39.2% for fiscal 2012. Our igiom for income tax expense is base
the current estimate of our annual effective tee @nd is adjusted as necessary for quarterly sv@ie decrease in our effective tax
between comparative periods was primarily due ® ribndeductible portion of compensation attributablettie retirement of our form
President and Chief Executive Officer during fise@l2.

Liquidity and Capital Resources

Our sources and uses of cash are summarized aw$oll

(In thousands 2014 2013 2012
Net income $ 25,527 $ 26,87 $ 29,33¢
Depreciation and amortizatic 20,06: 17,42¢ 15,95¢
Deferred income taxe (550 (721) (3,349)
Lease incentive 8,301 8,112 7,18¢
Changes in operating assets and liabili 3,20¢ (17,950 (27,396
Other operating activities 1,09¢ 4,88( 4,111
Net cash provided by operating activit 57,65¢ 38,62( 25,85(
Net cash used in investing activiti (32,45)) (30,76¢) (25,77°)
Net cash used in financing activities (12,079 (5,359 (24,919
Net increase (decrease) in cash and cash equisalent $ 13,12¢ $ 2,497 $ (24,849

We anticipate that our existing cash and cash flos operations will be sufficient to fund our pted store expansion along with o
capital expenditures, working capital needs, pé@édividend payments, potential share repurchaseer our share repurchase program,
various other commitments and obligations, as Hrese, for at least the next 12 months.

Cash Flow - Operating Activities

Our net cash provided by operating activities was. % million in fiscal 2014 as compared to $38.8iom in fiscal 2013. These amounts ref
our income from operations adjusted for re@sh items and working capital changes. Workingtabipcreased to $276.0 million at January
2015, from $264.9 million at February 1, 2014. Therent ratio was 4.3 at January 31, 2015, ané#ibruary 1, 2014.

Cash Flow - Investing Activities

Our cash outflows for investing activities werenparily for capital expenditures. During fiscal 202e expended $33.5 million for f
purchase of property and equipment, of which $2iillon was for the construction and fixturing oéw stores, remodeling and relocatit
During fiscal 2013, we expended $31.0 million foe purchase of property and equipment, of which3gadillion was for construction of ne
stores, remodeling and relocations.
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The remaining capital expenditures in both periwmdse for continued investments in technology andnad asset replacement activities.
Cash Flow - Financing Activities

Cash outflows for financing activities have repréged cash dividend payments and share repurch@kases of our common stock car
either acquired as part of a publicly announcedn&ase program or withheld by us in connectioteihployee payroll tax withholding ug
the vesting of restricted stock awards. Historicatlur cash inflows from financing activities harepresented proceeds from the issuan
shares as a result of stock option exercises. Siacal 2008, no stock options have been issue@. fimber and value of stock opti
remaining outstanding as of the end of fiscal 2@ilUnot result in a material amount of cash infewhen exercised.

During fiscal 2014, net cash used in financingwdidtis was $12.1 million as compared to net caghdus financing activities of $5.4 millic
during fiscal 2013. The increase in cash usednarfting activities was primarily attributable teet§7.5 million of common stock repurcha
under our share repurchase program in fiscal ZDidre were no repurchases under the share reparphagram in fiscal 2013.

Store Openings and Closings — Fiscal 2014

We utilize a formalized review process in our easilon of potential new store sites as well as ferisions surrounding leases on existing !
locations. Our approach is both qualitative as waslfjuantitative in nature. We look to continuahhance this process and during fiscal 2
we incorporated additional real estate specifitveafe tools for portfolio analysis. With the incoration of these additional tools, we beli
our process will be enhanced in regards to idantifyhe best possible locations for future expamsiod identifying potential store closings
relocations that will enable us to realize positiveg-term financial performance of our portfolio.

In fiscal 2014, we opened 31 new stores. On asfiEe basis, the initial inventory investment ftares opened in the continental United Si
averaged $646,000, capital expenditures averagtd,@30 and lease incentives received from landlardsaged $208,000. On a [ore
basis, the initial inventory investment for our nsteres in Puerto Rico averaged $856,000, capit#ralitures averaged $1.3 million and ¢
incentives received from landlords averaged $28¥,00

Pre-opening expenses, including rent, freight, adviedissalaries and supplies, totaled approximataly $illion for fiscal 2014, or an averz
of $118,000 per store. During fiscal 2013 we opeB2dew stores and expended $3.4 million, or ana@esof $107,000 per store. The incrt
in the average expenditures per new store was plyntlae result of an increase in pre-opening rent.

We closed seven stores during both fiscal 201424018, expending approximately $232,000 and $375,08pectively, in each fiscal ye
The timing and actual amount of expense recordetbsing an individual store can vary significardigpending, in part, on the period in wt
management commits to a closing plan, the remaibasis in the fixed assets to be disposed of afrddocand the cost incurred in termina
the lease.

Capital Expenditures — Fiscal 2015

Capital expenditures are expected to be $23 mitlio$24 million in fiscal 2015. Of our total cagixpenditures, between $9 million and
million is expected to be used for new store carsion and fixturing, $600,000 will be used forratoelocations and $6.5 million will be us
to remodel approximately 6% of our existing storesdn Lease incentives to be received from landl@mds expected to range fr
approximately $6.0 million to $7.0 million. The raming capital expenditures are expected to beriaduor various other store improveme
continued investments in technology and normaltasggacement activities. The actual amount of aasfuired for capital expenditures
store operations depends in part on the numberewof stores opened and relocated, the amount of leasatives, if any, received frc
landlords and the number of stores remodeled. Tingber of new store openings and relocations willependent upon, among other thi
the availability of desirable locations, and theyaigation of acceptable lease terms and generalozoir and business conditions affec
consumer spending in areas we target for expansion.
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Store Openings and Closings — Fiscal 2015

Our current store prototype for stores locatedédontinental United States uses between 8,0002000 square feet depending upon, ar
other factors, the location of the store and theufettion base the store is expected to serviceit&@apvested in these fiscal 2015 new stort
expected to average approximately $464,000 wittltad incentives averaging $200,000. The averagaliinventory investment is expeci
to range from $450,000 to $550,000 depending orsitee and sales expectation of the store and thiedi of the new store opening. Dur
fiscal 2015, we anticipate opening between 18 @de2v stores and relocating two store locations.

Pre-opening expenses, such as rent, freight, advegtiselaries and supplies, are expected to avemexamately $137,000 per store in fis
2015. This represents an increase of $19,000 aveaverage fiscal 2014 expenditure and is primahy result of an anticipated increas
onsite training and advertising.

As we enter fiscal 2015, we currently expect toseld1 stores. Depending upon the results of leagetiations with certain landlords
underperforming stores, we may increase the numbstore closures in future periods. The timing actlal amount of expense recorde
closing a store can vary significantly dependimgpart, on the period in which management commita tlosing plan, the remaining basi
the fixed assets to be disposed of at closing hadtost incurred in terminating the lease. We walhtinue to review our annual store gro
rate based on our view of the internal and extesppbrtunities and challenges in the marketplace.

Dividends

Our Board of Directors approved the payment of fingt-ever quarterly cash dividend to our shareholdersnduhe second quarter of fis
2012. The initial dividend was followed by the apyal and payment of two additional quarterly demdls during fiscal 2012, each in
amount of $0.05 per share of common stock. Aduditily, our Board of Directors approved the paynard special cash dividend of $1.00
share of common stock during December 2012.

In both fiscal 2014 and fiscal 2013, four quarterdsh dividends, each in the amount of $0.06 pareshwvere approved and paid. During fi
2014 and fiscal 2013, we returned $4.8 million &4d® million, respectively, in cash to our shareleo through our quarterly dividends.

The declaration and payment of any future dividesngsat the discretion of the Board of Directord wiill depend on our results of operatic
financial condition, business conditions and otfaetors deemed relevant by our Board of Directons: credit agreement permits the payr
of dividends as long as the dividends distributedhdt exceed 30% of our consolidated net income¢hempreceding fiscal year, and in no e
may the total distributions in any fiscal year ee@®5% of the prior yea’ending net worth. The lenders under our crediéegent consent
to the payment of the special cash dividend in b 2012, which was in excess of the amount dtidivds otherwise permitted to be m
under our credit agreement.

Share Repurchase Program

On December 11, 2014, our Board of Directors aighdra new share repurchase program for up to $&mof our outstanding comm
stock, effective January 1, 2015. The purchaseshmaypade in the open market or through privatetotiated transactions, from time-tiore
through December 31, 2015, and in accordance witlliGable laws, rules and regulations. The prograay be amended, suspende:
discontinued at any time and does not commit ugparchase shares of our common stock. We intefishtbshare repurchase programs 1
cash on hand and any shares acquired will be dlaifar stockbased compensation awards and other corporate gagp®he actual numt
and value of the shares to be purchased will departtie performance of our stock price and otheikketaconditions. As of January 31, 2C
no shares had been repurchased under the newrsparehase program.
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The new share repurchase program replaced the§#®omillion share repurchase program that wasosized in August 2010 and expirec
accordance with its terms on December 31, 2014tsAéxpiration, we had repurchased approximately, 20 shares at an aggregate co
$12.2 million under the prior repurchase program.

Contractual Obligations

Significant contractual obligations as of Januaty 2015 and the fiscal years in which paymentsiaeeinclude:

(In thousands Payments Due By Fiscal Ye

Contractual Obligation Total 2015 2016 & 2017 2018 & 201€ 2020 and afte
Letters of credi $ 3,061 $ 3,061 $ — $ — $ —
Operating lease 422,57 61,05° 123,24. 100,66t 137,61.
Purchase commitmen 350,73: 350,44 292 — —
Deferred compensation 9,901 19 2 — 9,88(
Total contractual obligations $ 786,270 $ 41457¢ % 12353 $ 100,66¢ $ 147,49.

Our unsecured credit agreement provides for ugs@0million in cash advances and commercial aaddity letters of credit with borrowi
limits based on eligible inventory. It contains eoants which stipulate: (1) Total Shareholdé&tgquity, adjusted for the effect of any st
repurchases, will not fall below that of the priiscal yearend; (2) the ratio of funded debt plus rent to EBAI'plus rent will not exceed 2.5
1.0; and (3) cash dividends for a fiscal year wit exceed 30% of consolidated net income for itimaediately preceding fiscal year, and ir
event may the total distributions in any fiscal yeaceed 25% of the prior yearénding net worth. We were in compliance with ¢ghesvenan
as of January 31, 2015. Should a default condibemeported, the lenders may preclude additionafoldngs and call all loans and accr
interest at their discretion. There were no bornmsioutstanding under the credit facility and hsttef credit outstanding were $3.1 millior
January 31, 2015. Estimated interest payments plireuof credit are not included in the above éaa$ our line of credit provides for freqL
borrowing and/or repayment activities, which does|end itself to reliable forecasting for discloswpurposes. As of January 31, 2015, $
million was available to us for additional borrowsunder the credit facility.

For purposes of our contractual obligations talbleva, we have assumed that we will make all paysnsctteduled or reasonably estimate
be made under those obligations that have a detahbig expiration date. We have disregarded theilpligsthat such obligations may
prematurely terminated or extended, whether autcalbt by the terms of the obligation or by agreemieetween us and the counterparty,

to the speculative nature of premature terminatiorextension. Except for operating leases, therigek included in the “2020 and after
column of the contractual obligations table incleidenounts where we are not able to reasonably &stithe timing of the potential futt
payments.

See Note 5 — “Long-Term Debt”, Note 6 — “LeaseshtdN7 — “Income Taxes” and Note 8 — “Employee B&nefans”to our Notes t
Consolidated Financial Statements contained in PARTEM 8 of this report for a further discussiofiour contractual obligations.

Off-Balance Sheet Arrangements
Except for operating leases entered into in thenabcourse of business, including leases for stanelsequipment, we have not entered intc

off-balance sheet arrangements during fiscal 201#8soal 2013. See Note 6 — “Leasds’ our Notes to Consolidated Financial Stater
contained in PART II, ITEM 8 of this report for ther discussion of our lease obligations.
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Seasonality

Our quarterly results of operations have fluctuattd are expected to continue to fluctuate infthiere, primarily as a result of seasc
variances and the timing of sales and costs agsdcigith opening new stores. Neoapital expenditures, such as advertising and [tz
incurred prior to the opening of a new store ar@rgéd to expense as incurred. Therefore, our sestitiperations may be adversely affecte
any quarter in which we incur pre-opening expemsksded to the opening of new stores.

We have three distinct peak selling periods: Eabt@ck-toschool and Christmas. To prepare for our peak shgpgeasons, we must order
keep in stock significantly more merchandise thawould carry during other parts of the year. Amanticipated decrease in demand for
products during these peak shopping seasons cegidre us to sell excess inventory at a substamt#ékdown, which could reduce our
sales and gross margins and negatively affect mfitagbility. Our operating results depend sigrafitly upon the sales generated during t
periods.

New Accounting Pronouncements

Recent accounting pronouncements applicable tooperations are contained in Note 2 — “Summary ghiicant Accounting Policies,
contained in the Notes to Consolidated Financiatedhents included in PART II, item 8 of this report

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to market risk in that the integpagable on our credit facility is based on variabterest rates and therefore is affecte
changes in market rates. We do not use interestderivative instruments to manage exposure toggsim market interest rates. We ha
borrowings under our credit facility during fis@014 or fiscal 2013.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by this item appears beigig on page 32.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Shoe Carnival, Inc.
Evansville, Indiana

We have audited the accompanying consolidated balaheets of Shoe Carnival, Inc. and subsidiaties“Company”)as of January 31, 20
and February 1, 2014, and the related consolidstedments of income, shareholdergquity, and cash flows for the three years in thegg
ended January 31, 2015. Our audits also includedirtancial statement schedule listed in the Inateitem 15. These financial statements
financial statement schedule are the responsilifitthe Company management. Our responsibility is to expresspamian on the financii
statements and financial statement schedule basedraaudits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamBioUnited States). Those stand.
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggments are free of mate
misstatement. An audit includes examining, on altasis, evidence supporting the amounts and disids in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenentelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, timaricial position of Shoe Carnival, Inc. i
subsidiaries as of January 31, 2015 and Febru&t914, and the results of their operations and tteesh flows for each of the three years ir
period ended January 31, 2015, in conformity witicaainting principles generally accepted in the &thiStates of America. Also, in ¢
opinion, such financial statement schedule, wharsiclered in relation to the basic consolidatedrfai@ statements taken as a whole, pre
fairly, in all material respects, the informaticet $orth therein.

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Blo@united States), the Compar
internal control over financial reporting as of dary 31, 2015, based on the criteria establishddt@rnal Control —Integrated Framewol
(2013)issued by the Committee of Sponsoring Organizatafnthe Treadway Commission and our report datedl Af, 2015 expressed
unqualified opinion on the Company's internal cohtiver financial reporting.

Indianapolis, Indiana
April 16, 2015
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Shoe Carnival, Inc.
Consolidated Balance Sheets
(In thousands, except share data)

Assets
Current Assets
Cash and cash equivale
Accounts receivabl
Merchandise inventorie
Deferred income taxe
Other
Total Current Asset
Property and equipme- net
Deferred income taxe
Other noncurrent assets
Total Assets

Liabilities and Shareholde Equity
Current Liabilities:
Accounts payabl
Accrued and other liabilities
Total Current Liabilities
Deferred lease incentivi
Accrued ren
Deferred compensatic
Other
Total Liabilities

Shareholder Equity:

Common stock, $.01 par value, 50,000,000 shartdsrized
20,673,234 and 20,482,185 shares issued, résgdg(

Additional pai«-in capital
Retained earning

Treasury stock, at cost, 380,890 and 114 sheasgectively

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

See notes to consolidated financial statements.
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January 31,
2015

61,37¢
2,92¢
287,87
957
5,991

359,12¢
101,29:
4,227
36€

465,01t

67,99¢
15,12¢

83,12:
29,90¢
10,50¢
9,901
382

133,81t

207
67,38¢

270,68
(7,089)

331,19¢

465,01

February 1,
2014

48,25
4,33
284,80:
1,20¢
3,91¢

342,51t
90,19:¢
3,42¢
717

436,85!

62,67
14,98¢

77,65¢
24,43(
9,22¢
8,23:
434

119,97!

20t
66,60(
250,07(

(©)

316,87.

436,85:




Shoe Carnival, Inc.
Consolidated Statements of Income
(In thousands, except per share data)

Net sales
Cost of sales (including buyin
distribution and occupancy costs)

Gross profit
Selling, general and administrative expenses

Operating incom
Interest income
Interest expense

Income before income tax
Income tax expense

Net income

Net income per shar
Basic
Diluted

Weighted average share

Basic
Diluted

See notes to consolidated financial statements.
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January 31, February 1, February 2,
2015 2014 2013
$ 940,16: 884,78! $ 854,99!
666,48: 625,46! 597,52:
273,67 259,31 257,47
231,82t 215,65 208,98:
41,85! 43,66° 48,49:
(14) (22) 32
16E 173 27¢
41,70: 43,50¢ 48,25
16,17¢ 16,63¢ 18,91¢
$ 25,521 26,87 $ 29,33¢
$ 1.27 1.3¢ $ 1.4
$ 1.27 1.32 $ 1.4:
19,77% 19,92¢ 19,91:
19,79: 19,94° 19,97:



Shoe Carnival, Inc.
Consolidated Statements of Shareholders’ Equity
(In thousands)

Additional
Common Stocl Paic-In Retainec  Treasury
Issued Treasury Amount Capital Earnings Stock Total

Balance a

January 28, 201 20,47¢ 39y $  20¢ $ 67,57 $222,23! $ (6,330 $283,68:
Stock option exercise 23¢ (1,599 3,817 2,21¢
Dividends paid ($1.15 per sha (23,46() (23,46()
Stocl-based compensatic

income tax benef 1,402 1,40z
Employee stock purcha

plan purchase 11 16 18t 201
Restricted stock awart 13 244 (4,56)) 4,561 0
Shares surrendered by employ

to pay taxes on restricted stc 2 (41) (42)
Purchase of common stock

Treasury (219 (4,675 (4,675
Stocl-based compensatic

Expense 3,70( 3,70(
Net income 29,33¢ 29,33¢
Balance a

February 2, 201 20,46¢ (129 20t 66,53 228,11: (2,487 292,36¢
Stock option exercise 6 1 54 15 69
Dividends ($0.24 per shar (4,919 (4,919
Stocl-based compensatic

income tax benef 19¢ 19¢
Employee stock purcha

plan purchase 5 5 11z 96 20¢
Restricted stock awart 6 164 (3,329 3,322 0
Shares surrendered by employ

to pay taxes on restricted stc (46) (953%) (953
Stocl-based compensatic

expenst 3,02: 3,02
Net income 26,87: 26,87:
Balance a

February 1, 201 20,48: 0 20t 66,60( 250,07( (3) 316,87:
Stock option exercise 6 (4) 1 76 77
Dividends ($0.24 per shar (4,91)) (4,91
Stocl-based compensatic

income tax benef 68 68
Employee stock purcha

plan purchase 2 (9) 37 172 21C
Restricted stock awart 18z (23 22 (260) 25¢ 0
Shares surrendered by employ

to pay taxes on restricted stc 2 (55 (55)
Purchase of common stock

Treasury 40~ (7,539 (7,539
Stocl-based compensatic

expenst 94: 945
Net income 25,52] 25,52]
Balance a

January 31, 2015 20,67: 381 $ 207 $ 67,38  $270,68 $ (7,089 $331,19
See notes to consolidated financial statements.
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Shoe Carnival, Inc.
Consolidated Statements of Cash Flows
(In thousands)

Cash Flows From Operating Activiti
Net income
Adjustments to reconcile net income to
cash provided by operating activiti
Depreciation and amortizati
Stocl-based compensatic
Net loss on retirement and impairment of &
Deferred income taxt
Lease incentive
Other
Changes in operating assets and liabili
Accounts receivab
Merchandise inventorii
Accounts payable and accrued liabili
Other

Net cash provided by operating activities

Cash Flows From Investing Activiti¢
Purchases of property and equipr
Proceedfrom sale of property and equipme
Proceeds from note receivable

Net cash used in investing activities

Cash Flow From Financing Activitie
Proceeds from issuance of st
Dividends paic
Excess tax benefits from st-based compensatic
Purchase of common stock for treas
Shares surrendered by employees to pay taxesstbicted
stock
Net cash used in financing activities
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of year

Cash and Cash Equivalents at End of Year

Supplemental disclosures of cash flow informat
Cash paid during year for interi
Cash paid during year for income ta
Capital expenditures incurred but not yet |

See notes to consolidated financial statements.

January 31, February 1, February 2,
2015 2014 2013
$ 25,527 $ 26,87 $ 29,33t
20,06 17,42¢ 15,95¢
1,06¢ 3,29¢ 4,04¢
1,104 1,18( 62¢
(550 (721) (3,349
8,307 8,117 7,18¢
(1,070 40¢ (56€)
1,40¢ (2,139 47C
(3,076 (12,519 (34,62))
6,83¢ (4,159 9,26¢
(1,967 862 (2,509)
57,65¢ 38,62( 25,85(
(33,549 (30,96¢) (25,97
83€ 0 0
25C 20C 20C
(32,457 (30,766 (25,77)
287 27¢ 2,42(
(4,82 (4,867 (23,46()
55 18t 837
(7,539 0 (4,675)
55) 95?) 41)
(12,079 (5,35) 24,919
13,12¢ 2,497 (24,849
48,25 45,75¢ 70,60:
$ 61,37¢ $ 48,25 $ 45,75¢
$ 16€ $ 17¢ $ 27¢
$ 17,61¢ $ 16,89: $ 22,79:
$ 1,59¢ $ 2,03¢ $ 1,56:

35



Shoe Carnival, Inc.
Notes to Consolidated Financial Statements

Note 1 — Organization and Description of Business

Our consolidated financial statements include tbeoants of Shoe Carnival, Inc. and its whallned subsidiaries SCHC, Inc. and €
Carnival Ventures, LLC, and SCLC, Inc., a whollysoed subsidiary of SCHC, Inc. (collectively referredas “we”, “our” or “us”). All
intercompany accounts and transactions have baemated. Our primary activity is the sale of foetav and related products through our r
stores in 33 states within the continental Unitddtes and in Puerto Rico. We also offer online gihmp on our ezsommerce site

www.shoecarnival.com.
Note 2 — Summary of Significant Accounting Policies
Fiscal Year

Our fiscal year is a 52/53 week year ending onSaturday closest to January 31. Unless otherwéedstreferences to years 2014, 2013
2012 relate respectively to the fiscal years entitbary 31, 2015, February 1, 2014, and Februé&@9X3. Fiscal year 2012 consisted o
weeks and the other fiscal years consisted of Skae

Use of Estimates in the Preparation of ConsolidateBinancial Statements

The preparation of our consolidated financial steets in conformity with generally accepted accmgprinciples in the United States
America, requires management to make estimatesaasuimptions that affect the reported amounts dhioeassets and liabilities as of
financial statement reporting date in addition h® reported amounts of certain revenues and expefasethe reporting period. T
assumptions used by management in future estinnatdd change significantly due to changes in cirstamces and actual results could d
from those estimates.

Cash and Cash Equivalents

We had cash and cash equivalents of $61.4 milliQtaauary 31, 2015 and $48.3 million at Februarg0iL4. Credit and debit card receiva
and receivables due from a thipdsty totaling $7.0 million and $4.4 million weneciuded in cash equivalents at January 31, 2019-ahduar
1, 2014, respectively. Credit and debit card reslglizs generally settle within three days; recemlilue from a thirgrarty generally sett
within 15 days.

We consider all shoiterm investments with an original maturity datelofe months or less to be cash equivalents. Aamdary 31, 2015, a
February 1, 2014, all invested cash was held inomey market account. While investments are notidensd by management to be
significant risk, they could be impacted if the ariging financial institutions fail or are subjeitt other adverse conditions in the finan
markets. To date, we have experienced no losshkrobaccess to either invested cash or cash haddri bank accounts.

Fair Value of Financial Instruments and Non-Financal Assets

Our financial assets as of January 31, 2015 andubgb 1, 2014 included cash and cash equivalerts. carrying value of cash and ¢
equivalents approximates fair value due to its tstesm nature. We did not have any financial lialgtmeasured at fair value for these per
Non-financial assets measured at fair value includedwnconsolidated balance sheet as of Januaryd35B @nd February 1, 2014 were tt
long-lived assets for which an impairment charge been recorded. We did not have any fioancial liabilities measured at fair value
these periods. See Note 3 — “Fair Value Measureshémt further discussion.
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Shoe Carnival, Inc.
Notes to Consolidated Financial Statements — contiied

Merchandise Inventories and Cost of Sales

Merchandise inventories are stated at the lowerost or market (LCM) using the first-in, firetait (FIFO) method. For determining mai
value, we estimate the future demand and relatedosie of merchandise contained in inventory fathe balance sheet date. The stated »
of merchandise inventories contained on our codat#d balance sheets also includes freight, cectgitalized overhead costs and rese
Factors considered in determining if our inventaryproperly stated at LCM includes, among otheesent sale prices, the length of t
merchandise has been held in inventory, quantitiesrious styles held in inventory, seasonalityy@rchandise, expected consideration 1
received from our vendors and current and expéicteide sales trends. We reduce the value of owaritory to its estimated net realizable vi
where cost exceeds the estimated future sellingg pMaterial changes in the factors previously dateuld have a significant impact on
actual net realizable value of our inventory andreported operating results.

Cost of sales includes the cost of merchandise bolying, distribution, and occupancy costs, intibtneight expense, provision for invent
obsolescence, inventory shrink and credits andvalhwes from merchandise vendors. Cost of saletedeta our esommerce orders inclu
charges paid to a third party service providerddiion to the freight expense for delivering menatlise to our customer.

Property and Equipment-Net

Property and equipment is stated at cost. Depieniand amortization of property, equipment andédmld improvements are taken on
straightline method over the shorter of the estimated uskefas of the assets or the applicable lease tefmhses used in computil
depreciation and amortization range from two torttyeyears. Expenditures for maintenance and regagscharged to expense as incu
Expenditures that materially increase values, improapacities or extend useful lives are capitdlizépon sale or retirement, the costs
related accumulated depreciation or amortizatian eliminated from the respective accounts and aswulting gain or loss is included
operations.

We periodically evaluate our lorliyed assets if events or circumstances indicatectrrying value may not be recoverable. The cagryalue
of longdived assets is considered impaired when the aagryalue of the assets exceeds the expected feasreflows to be derived from th
use. Assets are grouped, and the evaluation pezthrat the lowest level for which there are idémtile cash flows, which is generally ¢
store level. If the estimated future cash flowsdatore are determined to be less than the carwglue of the storg’assets, an impairment |
is recorded for the difference between estimatedvédue and carrying value. Assets subject to iinmpant are adjusted to estimated fair v
and, if applicable, an impairment loss is recoritedelling, general and administrative expenses.eétanate the fair value of our lotiged
assets using store specific cash flow assumptimeeuainted by a rate commensurate with the risklirebwith such assets while incorpora
marketplace assumptions. Our assumptions and éesmaed in the evaluation of impairment, includiogrent and future economic trends
stores, are subject to a high degree of judgmeéattual operating results or market condition$edifrom those anticipated, the carrying vz
of certain of our assets may prove unrecoverabdeves may incur additional impairment charges inftitere. Our evaluations resulted in
recording of non-cash impairment charges of $1@@M,$947,000 and $425,000 in fiscal years 20123 20d 2012, respectively.

Insurance Reserves

We self-insure a significant portion of our workecempensation, general liability and employee heecdite costs and also maintain insur:

in each area of risk, protecting us from individaatl aggregate losses over specified dollar valldesteview the liability reserved for our self-
insured portions on a quarterly basis, taking iodosideration a number of factors, including his@lrclaims experience, severity fact
statistical trends and, in certain instances, tadoaassistance provided by independent third parelfinsurance reserves include estimate
claims filed, carried at their expected ultimatélement value, and claims incurred but not yebregd. As of January 31, 2015 and Februa
2014, our selfnsurance reserves totaled $2.9 million for botarge While we believe that the recorded amountsadegjuate, there can be
assurance that changes to
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Shoe Carnival, Inc.
Notes to Consolidated Financial Statements - contired

managemens$ estimates will not occur due to limitations irdr@rin the estimating process. If actual resuksrant consistent with our estime
or assumptions, we may be exposed to losses os dwhcould be material.

Deferred Lease Incentives

All cash incentives received from landlords areorded as deferred income and amortized over thefithe lease on a straigite basis as
reduction of rental expense.

Accrued Rent

We are party to various lease agreements, whichireegcheduled rent increases over the initialdgasm. Rent expense for such leas
recognized on a straiglite basis over the initial lease term beginning dlarlier of the start date of the lease or whenake possession of 1
property. The difference between rent based upbadided monthly payments and rent expense recadjoizea straightine basis is record:
as accrued rent.

Revenue Recognition

Revenue from sales of merchandise at our stordidmsais recognized at the time of sale. We regestenue from our eemmerce sale
including shipping and handling fees, based onstimated customer receipt date. Our sales arededazxclusive of sales tax. In the reg
course of business, we offer our customers sateEntives including coupons, discounts, and freechmerdise. Sales are recorded net of
incentives and returns and allowances. If an ineeribvolves free merchandise, that merchandiseésrded as a zero sale and the cc
included in cost of sales. Gift card revenue igaized at the time of redemption.

Consideration Received From a Vendor

Consideration is primarily received from merchardigendors. Consideration is either recorded aslaction of the price paid for the vendor’
products and recorded as a reduction of our cosats or if the consideration represents a reiggment of a specific, incremental
identifiable cost then it is recorded as an offsghe same financial statement line item.

Consideration received from our vendors includesperative advertising/promotion, margin assistadeeage allowances and rebates e
for a specific level of purchases over a definedogoe Consideration principally takes the form eédits that we can apply against tr
amounts owed.

Consideration received after the related merchantis been sold is recorded as an offset to cosales in the period negotiations
finalized. For consideration received on merchamditll in inventory, the allowance is recordedaagduction to the cost of drand inventor
and recorded as a reduction of our cost of saldéseaime of sale. Allowances received from vendepgesenting a reimbursement of spec
incremental and identifiable costs are offset ® shme financial statement line item. Should thenainces received exceed the increms
cost then the excess consideration is recordedraduetion to the cost of dmand inventory and allocated to cost of sales tar&uperiod
utilizing an average inventory turn rate.

Store Opening and Start-up Costs

Non-capital expenditures, such as advertising, payodl supplies, incurred prior to the opening of @ 8éore are charged to expense ir
period they are incurred.
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Advertising Costs

Print, television, radio, outdoor and digital mediasts are generally expensed when incurred. latgrmoduction costs are expensed w
incurred and external production costs are expemsé#tk period the advertisement first takes plamhertising expenses included in selli
general and administrative expenses were $41.6mil$37.6 million and $37.4 million in fiscal yesa2014, 2013 and 2012, respectively.

Stock-Based Compensation

We recognize compensation expense for stock-basedda based on the fair value of the awards. Shaded awards may include st
options, stock appreciation rights, and restricttatk awards under our stock-based compensatiors.phdditionally, we recognize stock-
based compensation expense for the discount oeskatd to employees through our employee stocghpge plan. This discount repres
the difference between the market price and thel@map purchase price. Stoblased compensation expense is included in sefiegeral an
administrative expense.

We apply an estimated forfeiture rate in calculatihe stockbased compensation expense for the period. Fadedstimates are adjus
periodically based on the extent to which actudkiftures differ, or are expected to differ, fromepious estimates.

Segment Information

We have identified each retail store and owoemerce store as individual operating segments.operating segments have been aggre
and are reported as one reportable segment bas#te aimilar nature of products sold, merchandising distribution processes involv
target customers and economic characteristics.

Income Taxes

We compute income taxes using the asset and tiabilethod, under which deferred income taxes aogiged for the temporary differenc
between the financial reporting basis and the &sisof our assets and liabilities. Deferred tesetssare reduced, if necessary, by a valu
allowance to the extent future realization of thtese benefits are uncertain. We account for ungeitx positions in accordance with cur
authoritative guidance and report a liability fewecognized tax benefits resulting from uncertaingositions taken or expected to be taker
tax return. We recognize interest expense and fesiaf any, related to uncertain tax positiongnicome tax expense.
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Net Income Per Share

The following table sets forth the computation akic and diluted earnings per share as shown ofatleeof the accompanying consolids
statements of income.

Fiscal Year Ende

January 31, 201 February 1, 201 February 2, 201
(In thousands except per share d
Per Per Per
Net Share Net Share Net Share

Basic Earnings per Shai Income Shares Amount Income Shares Amount Income Shares Amount
Net income $25,521 $26,87: $29,33¢
Amount allocated to participating securitir (467) (469) (699)
Net income available for basic comm

shares and basic earnings per share $25,06¢ 19777 $ 127 $26,40: 19,92¢ $ 1.37  $28,64( 19,91 $ 1.44
Diluted Earnings per Shar
Net income $25,527 $26,87: $29,33¢
Amount allocated to participating securit (461) (46¢) (69¢)
Adjustment for dilutive potential common

shares 0 14 1 21 0 61
Net income available for diluted comm

shares and diluted earnings per share $25,06¢ 19,79: $ 1.27 $26,40: 19,94° $ 1.32 $28,64( 19,97 $ 1.4<

Our basic and diluted earnings per share are cadpusing the two-class method. The telass method is an earnings allocation
determines net income per share for each clasermfmon stock and participating securities accordntheir participation rights in dividen
and undistributed earnings or losses. Non-veststticeed stock awards that include nionfeitable rights to dividends are conside
participating securities. During periods of undisited losses however, no effect is given to outigipating securities since they do not sl
in the losses. Per share amounts are computedvidindj net income available to common shareholdsrahe weighted average she
outstanding during each period. No options to pasehshares of common stock were excluded in theuttion of diluted shares for
periods presented.

New Accounting Pronouncements

In April 2014, the Financial Accounting StandardsaBd (“FASB”)issued guidance, which includes amendments thaigehthe requiremer
for reporting discontinued operations and requdditoonal disclosures about discontinued operatidireder the new guidance, only dispo
representing a strategic shift in operations tlaaeh or will have, a major effect on the organmat operations and financial results shoul
presented as discontinued operations. Addition#tig, guidance requires expanded disclosures atiscbntinued operations that will prov
financial statement users with more informationwhtbe assets, liabilities, income, and expensedismontinued operations. The standal
applied prospectively and is effective for publitiges beginning in annual periods after Decentigr2014, and interim periods within th
years, with early adoption permitted. We adoptedghidance in the first quarter of 2014. This adwptid not have a material impact on
consolidated financial position, results of opemasi or cash flows.

In May 2014, the FASB issued guidance on the reitiognof revenue for all contracts with customeesigned to improve comparability ¢
enhance financial statement disclosures. The widgrlprinciple of this comprehensive model is thevenue is recognized to depict
transfer of promised goods or services to custorimen amount that reflects the payment to whiah ¢cbmpany expects to be entitle(
exchange for those goods or services. This
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guidance will take effect for public companies fornual reporting periods beginning after Decemlier2D16, including interim reportil
periods, with early adoption not permitted. We averently in the process of evaluating the impacthis guidance on our consolida
financial position, results of operations and cialvs.

Note 3 — Fair Value Measurements

The accounting standards related to fair value oreasents define fair value and provide a considtantework for measuring fair value un
the authoritative literature. Valuation techniqaes based on observable and unobservable inpuser@ible inputs reflect readily obtaine
data from independent sources, while unobservaiplets reflect market assumptions. This guidancg applies when other standards reg
or permit the fair value measurement of assetsliabdities. The guidance does not expand the dsiiovalue measurements. A fair va
hierarchy was established, which prioritizes thmiis used in measuring fair value into three biesdls.

o Level 1 — Quoted prices in active markets for id=sitassets or liabilities;

« Level 2 — Observable market-based inputs or unebbés inputs that are corroborated by market data;

« Level 3 — Significant unobservable inputs that moé corroborated by market data. Generally, thagevilue measures are modbalse:
valuation techniques such as discounted cash flamg are based on the best information availabtdyding our own data. Fair values
our lon¢-lived assets are estimated using an inc-based approach and are classified within LeveltB@f/aluation hierarch

The following table presents assets that are medsafrfair value on a recurring basis at Januarn2815 and February 1, 2014. We hav
material liabilities measured at fair value on eurging or non-recurring basis.

Fair Value Measuremen

(In thousands Level 1 Level 2 Level 3 Total
As of January 31, 201!
Cash equivalents — money market account $ 5,279¢ $ 0 $ 0 $ 5,27¢

As of February 1, 201«
Cash equivaler— money market accou $ 10,269¢ $ 0 $ 0 $ 10,26¢

The fair values of cash, receivables, accountsipayaccrued expenses and other current liabilggsroximate their carrying values bec:
of their short-term nature. From time to time, weasure certain assets at fair value on a non-iegupasis, specifically lonfived assel
evaluated for impairment. These are typically stepecific assets, which are reviewed for impairmethienever events or changes
circumstances indicate that recoverability of tfogirrying value is questionable. If the expectedrii cash flows related to a st@eissets a
less than their carrying value, an impairment bssild be recognized for the difference betweemestd fair value and carrying value
recorded in selling, general and administrativeesiges. We estimate the fair value of store assatg an incomdsased approach considet
the cash flows expected over the remaining lease ter each location. These projections are primdased on managementestimates
storelevel sales, gross margins, direct expenses, eeedfifuture lease renewal options and resultirsly ¢dows and, by their nature, inclt
judgments about how current initiatives will impdature performance. External factors, such asldleal environment in which the st
resides, including stripaall traffic and competition, are evaluated in teraf their effect on sales trends. Changes in saldsoperating incon
assumptions or unfavorable changes in externabfaacan significantly impact the estimated futuastcflows. An increase or decrease ir
projected cash flow can significantly decreasenorgase the fair value of these assets, which wwaNé an effect on the impairment recorded.

During the fifty-two weeks ended January 31, 2Qtbgived assets held and used with a gross carryinguainof $4.3 million were writte
down to their fair value of $3.3 million, resultimg an impairment charge of
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$1.0 million, which was included in earnings foe thberiod. Subsequent to this impairment, these-loed assets had a remaining unamort
basis of $1.2 million. During the fifty-two weeksded February 1, 2014, lotiged assets held and used with a gross carryinguatnof $4..
million were written down to their fair value of $3million, resulting in an impairment charge o#$9000, which was included in earnings
the period. Subsequent to this impairment, thesg-lived assets had a remaining unamortized b&$i888,000.

Note 4 — Property and Equipment-Net

The following is a summary of property and equipinen

(In thousands January 31, 201 February 1, 201
Furniture, fixtures and equipme $ 142,06( $ 135,05
Leasehold improvements 98,42 85,78t
Total 240,48: 220,84
Less accumulated depreciation and amortization (139,18) (130,65()
Property and equipment — net $ 101,29« $ 90,19¢

Note 5 — Long-Term Debt

On April 10, 2013 we amended our current unsecaredit agreement (the “Credit Agreemerttf)extend the expiration date by five years
renegotiated certain terms and conditions. The iCAgteementcontinues to provide for up to $50.0 million in baadvances and commert
and standby letters of credit with borrowing limiigsed on eligible inventory.

The Credit Agreement contains covenants which ktipu(1) Total ShareholderEquity, adjusted for the effect of any share repases, wi
not fall below that of the prior fiscal yeand; (2) the ratio of funded debt plus rent to EBNplus rent will not exceed 2.5 to 1.0; and, (8pk
dividends for a fiscal year will not exceed 30%cohsolidated net income for the immediately prengdiscal year, and in no event may
total distributions in any fiscal year exceed 25f4h® prior years ending net worth. Should a default condition d&ygorted, the lenders r
preclude additional borrowings and call all loamsl @ccrued interest at their discretion. As of dayp1, 2015, there were $3.1 millior
letters of credit outstanding and $46.9 millionitaae to us for borrowing under the Credit Agreeme

The credit facility bears interest, at our optiah(1) the agent bank’prime rate as defined in the Credit Agreemerd b6 with the prime ra
defined as the lesser of (a) the Federal Fundptas20.50% or (b) the interest rate announced fiiora to time by the agent bank as ifsifme
rate” on commercial loans or (2) LIBOR plus 1.50% to 3,@¥pending on our achievement of certain perfonmamiteria. A commitment fi
is charged at 0.25% to 0.40% per annum, dependinguo achievement of certain performance critesiathe unused portion of the b
group’s commitment. The Credit Agreement expiresilA®, 2018.

Note 6 — Leases

We lease all of our retail locations and certaimipopent under operating leases expiring at varitates through fiscal 2026. Various le
agreements require scheduled rent increases oxénithal lease term. Rent expense for such le@sescognized on a straighie basis ove
the initial lease term beginning the earlier of #hart date of the lease or when we take possessithre property. The difference between
based upon scheduled monthly payments and renhsgpecognized on a straighite basis is recorded as accrued rent. All ineestireceive
from landlords are recorded as deferred incomeaamuttized over the life of the lease on a stralijlet-basis as a reduction of rental expense.
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Certain leases provide for contingent rents thatrext measurable at inception. These contingens @me primarily based on a percentac
sales that are in excess of a predetermined |&helse amounts are excluded from minimum rent aednatuded in the determination of tc
rent expense when it is probable that the expemsebleen incurred and the amount is reasonably agémCertain leases also con
escalation clauses for increases in operating emstsaxes.

We did not assign any store operating leases ddisogl 2014. The last two assignments of operaii@ages covering former store locatit
which we assigned to third parties in prior yeasqired during fiscal 2013.

Rental expense for our operating leases consi$ted o

(In thousands 2014 2013 2012
Rentals for real proper $ 62,72' $ 58,14( $ 53,83:
Contingent ren 59 18¢ 18¢
Equipment rentals 66 83 11C
Total $ 62,85 $ 58,41. $ 54,13:

Future minimum lease payments at January 31, 2@t8 as follows:

(In thousands Operating Lease
2015 $ 61,057
2016 61,29¢
2017 61,94¢
2018 52,91«
2019 47,75
Thereafter to 202 137,61.
Total $ 422,57!

Note 7 — Income Taxes

The provision for income taxes consisted of:

(In thousands 2014 2013 2012

Current:

Federa $ 14,57¢ $ 15,36¢ $ 19,58

State 1,80( 1,80¢ 2,601

Puerto Rico 35C 18E 79
Total current 16,72¢ 17,35¢ 22,26.
Deferred:

Federa (1,229 (139 (2,697)

State _ (115 (13¢) (309

Puerto Rico (1,149 (449 (350
Total deferrec (2,499 (721) (3,34¢)
Valuation allowance 1,94: 0 0
Total provision $ 16,17¢ $ 16,63¢ $ 18,91!

We realized a tax benefit of $69,000, $199,000 &hd million in fiscal years 2014, 2013 and 20¥5pectively, as a result of the exercis
stock options and the vesting of restricted stedkich is recorded in shareholders’ equity.
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Reconciliation between the statutory federal incdaxerate and the effective income tax rate isoflews:

Fiscal year: 2014 2013 2012
U.S. Federal statutory tax re 35.(% 35.(% 35.(%
State and local income taxes, net of federal tavefi 3.1 3.8 4.8
Puerto Ricc 0.2 (0.6) (0.6)
Valuation allowanct 4.7 0.C 0.C
Tax benefit on foreign lossi 4.3 0.C 0.C
Other 0.1 0.C 0.C
Effective income tax rate 38.8% 38.2% 39.2%

We recorded $300,000, $346,000 and $162,000 indédeployment related tax credits in fiscal 202@13 and 2012, respectively.

Deferred income taxes are the result of temporéfgrdnces in the recognition of revenue and expdostax and financial reporting purpo:

The sources of these differences and the tax affezdch are as follows:

(In thousands January 31, 201
Deferred tax asset
Accrued ren $ 4,04¢
Accrued compensatic 5,89¢
Accrued employee benef 523
Inventory 74C
Seltinsurance reserve 592
Lease incentive 12,07:
Net operating loss carry forwa 1,94:
Other 367
Total deferred tax asse 26,17¢
Valuation allowance (1,949
Total deferred tax assets — net of valuatitowaince 24,23¢t

Deferred tax liabilities

Depreciatior 17,761
Capitalized cost 1,28¢
Puerto Rico net operating loss carry forwangact to federal taxe 0
Other 1
Total deferred tax liabilities 19,05:
Net deferred tax ass 5,18¢
Less current deferred income tax benefit (957)
Long-term deferred income taxes $ 4,22

February 1, 201

$ 3,54:
5,62¢
50¢€
411
59:
10,00:
44¢
39¢€
21,52¢
0
21,52¢

15,26¢
1,18(

444

3

16,89.

4,63t

(1,209)

$ 3,42¢

At the end of fiscal 2014, we estimated foreign oerating loss carry forwards of $5.1 million, atiexpire between fiscal 2023 and fit
2024. At January 31, 2015, we had a valuation aloe of $1.9 million. The valuation allowance retato foreign net operating losses
would be realizable only upon the generation diifeitaxable income in the jurisdiction in which theses were incurred.
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Our unrecognized tax liabilities presented beloVateeto tax years encompassing our fiscal year® 1B8ugh 2014 for the tax years 1
remain subject to examination by major tax jurifdits as of January 31, 2015. A reconciliationtef beginning and ending amount for
unrecognized tax positions, which exclude inteagst penalties, is as follows:

(In thousands 2014 2013 2012

©
[e2]

Beginning balanc $
Increase~ tax positions in prior perio
Decrease- tax positions in prior perio
Gross increase current period tax positior
Decreases related to settlements with taxingoaitigs

Ending balance $

(ol lololoNeNe)
IO O O O v

$

©
(o))

As of January 31, 2015, we have recorded no unrezed tax liabilities or related accrued penaliesinterest in Other liabilities on t
Consolidated Balance Sheets. Our policy is to ekaaerest and penalty expense related to incorestas a component of income tax exp
in the Consolidated Statements of Income.

Note 8 — Employee Benefit Plans
Retirement Savings Plans

On February 24, 1994, our Board of Directors apptbthe Shoe Carnival Retirement Savings Plan (Berfestic Savings Plan”)The
Domestic Savings Plan is open to all employees ingrin the continental United States who have bemployed for at least one year, ar
least 21 years of age and who work at least 1,@80@shin a defined year. The primary savings meishaninder the Domestic Savings Plan
401(k) plan under which an employee may contribugeto 20% of annual earnings with us matching ir& #% at a rate of 50%. C
contributions to the participantsiccounts become fully vested when the participaathes their third anniversary of employment wish
Contributions charged to expense were $639,000,8589, and $611,000 in fiscal years 2014, 2013,2812, respectively.

On March 19, 2012, our Board of Directors approtrexiShoe Carnival Puerto Rico Savings Plan (theffewRico Savings Plan”)The Puert
Rico Savings Plan is open to all employees workmBuerto Rico who have been employed for at leastyear, are at least 21 years of
and who work at least 1,000 hours in a defined.yBais plan is similar to our Domestic Savings Rhdrereby an employee may contribute
to 20% of his or her annual earnings, with us matghhe first 4% at a rate of 50%. Contributiofsiged to expense were $12,000
$10,000 in fiscal years 2014 and 2013, respectively

Stock Purchase Plan

On May 11, 1995, our shareholders approved the Slaorival, Inc. Employee Stock Purchase Plan (8teck Purchase Plangs adopted t
our Board of Directors on February 9, 1995. Theclst®urchase Plan reserves 450,000 shares of ouneoratock (subject to adjustment
any subsequent stock splits, stock dividends artdineother changes in the common stock) for isseamnd sale to any employee who has
employed for more than a year at the beginnindhefdalendar year, and who is not a 10% owner ofommon stock, at 85% of the then
market value up to a maximum of $5,000 in any adderyear. Under the Stock Purchase Plan, 11,0000Q@Gnd 11,000 shares of comr
stock were purchased by participants in the plash @moceeds to us for the sale of those shares amrmximately $209,000, $209,000

$201,000 for fiscal years 2014, 2013 and 2012 eetsgely. At January 31, 2015, there were 114,3#5es of unissued common stock rese
for future purchase under the Stock Purchase Plan.
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The following table summarizes information regagdétock-based compensation expense recognizedd@tock Purchase Plan:

(In thousands 2014 2013 2012
Stock-based compensation expense before

the recognized income tax bend®) $ 37 $ 37 $ 36
Income tax benefi $ 14 $ 14 $ 14

‘1) Amounts are representative of the 15% discemyiloyees are provided for purchases under ttek Storchase Plal
Deferred Compensation Plan

In fiscal 2000, we established a ngunalified deferred compensation plan for certaig kenployees who, due to Internal Revenue Se
guidelines, cannot take full advantage of the eggaleponsored 401(k) plan. Participants in the plant on an annual basis to defer, on a pr
tax basis, portions of their current compensatiotil uetirement, or earlier if so elected. Whiletmequired to, we can match a portion of
employeescontributions, which would be subject to vestinguigements. The compensation deferred under this igl credited with earnin
or losses measured by the rate of return on invegsrelected by plan participants. The plan iserily unfunded. Compensation expenst
our match and earnings on the deferred amount$866,000, $1.1 million and $867,000 for fiscal 202@13 and 2012, respectively. The t
deferred compensation liability at January 31, 2848 February 1, 2014 was $9.9 million and $8.2ionil respectively.

Note 9 — Stock Based Compensation
Compensation Plan Summaries

On April 27, 2012, we completed a three-fare stock split of the shares of our common stagkich was effected in the form of a st
dividend. All share and per share amounts refethetow give effect to the stock split and haverbadjusted retroactively for all peric
presented.

The Outside Directors Stock Option Plan (the “Dioes Plan”)was approved by our Board of Directors on March989. The plan reserv
for issuance 37,500 shares of common stock (sulgeatljustment for stock splits, stock dividendsd aprtain other changes to the comi
stock). No grants were made under this plan siisoalf2004, and all awards granted under the QiredPlan have expired or have been -
exercised. On September 10, 2014, the Board otfire approved the termination of the DirectorsPla

The 2000 Stock Option and Incentive Plan (the “2B0h") was approved by our Board of Directors and shadshisleffective June 8, 20C
On June 14, 2012, the 2000 Plan was amended teaiserthe number of shares reserved for issuante3@00,000 to 3,900,000 (subjec
adjustment for subsequent stock splits, stock divits and certain other changes in the common stadk@ 2000 Plan was also amende
revise the provision governing the payment of divids on shares of restricted stock. No furtherdsvaay be made under the 2000 Plan
the later of ten years from date of adoption, antears from the approval of any amendment. Atdgn81, 2015, there were 713,000 shar
unissued common stock reserved for future grardgutine 2000 Plan.

Stock options currently outstanding under the 2BGih typically were granted such that dhi&d of the shares underlying the stock opt
granted would vest and become fully exercisablearh of the first three anniversaries of the dateeogrant and were assigned ayBay tern
from the date of grant. Restricted stock awardsdd to employees under the 2000 Plan are classifieeither performance-based or servic
based. Performandmsed restricted stock awards typically are grastedh that they vest upon the achievement of spddévels of annu
earnings per diluted share during a gear period starting from the grant date. Sholédannual earnings per diluted share criteria ranb
within the six-year period from the grant date, amares still restricted will be forfeited. Serdzased restricted stock awards typically
granted under one of four vesting periods: (a) thiret of the shares would vest on each of the firgte anniversaries subsequent to the d:
the grant; (b) the full award
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would vest at the end of a 5-year service peridibsquent to date of grant; (c) the full award wouddt at the end of aykar service peric
subsequent to date of grant; or (d) for our Dires;tall restricted stock awards are issued to @estanuary 2 of the year following the yee
the grant. Non-vested performance-based restristieek granted before June 14, 2012, and all shafre®n-vested servickased restricte
stock provide non-forfeitable rights to all dividendeclared by the Company. Dividends on non-vegtgtbrmancedased restricted sto
granted after June 14, 2012, are subject to défemid such times as the shares vest and aresetea

Plan Specific Activity and End of Period Balance Senmaries
Stock Options

The following table summarizes the stock optioms$ections pursuant to the stock-based compengatos:

Weighted-
Average
Weighted- Remaining Aggregate
Number of Average Contractual Intrinsic Value
Shares Exercise Pric Term (Years' (in thousands
Outstanding at February 1, 20 31,57: $ 9.0t
Grantec 0
Forfeited or expire 0
Exercised (9,579 8.04
Outstanding and exercisable at
January 31, 2015 21,99¢ $ 9.4¢ 1.4 $ 30z
The following table summarizes information regagdaptions exercised:
(In thousands 2014 2013 2012
Total intrinsic value®) $ 14€ $ 10z $ 2,47¢
Total cash receive $ 77 $ 69 $ 2,21¢
Associated excess income tax benefits reco $ 43 $ 28 $ 465
(1) Defined as the difference between the markietevat exercise and the grant price of stock optmxercisec
The following table summarizes information regagdoutstanding and exercisable options at Januarg@®Ib5:
Options Outstandin Options Exercisabl
Weighted  Weighted Weighted
Number Average Average Number Average
Range of of Options Remaining  Exercise  of Options  Exercise
Exercise Prict Outstanding Life Price Exercisabl Price
$7.63-10.36 21,99¢ 148  $  9.4¢ 21,99¢ $  9.4¢

No stock options have been granted since fisca8 280 outstanding options had vested as of the @frfiscal 2011, therefore no unrecogni
compensation expense remains.
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Restricted Stock Awards

The following table summarizes the restricted shanesactions pursuant to the 2000 Plan:

Weighted-

Average Grant

Number of Share Date Fair Value
Restricted stock at February 1, 2( 525,25¢ $ 19.8¢
Grantec 213,56( 25.5(
Vestec (16,849 20.8¢
Forfeited (16,400 21.71
Restricted stock at January 31, 20 705,57¢ $ 21.4¢

The total fair value at grant date of restrictedcktawards that vested during fiscal 2014, 2013 20iR2 was $351,000, $2.6 million ¢
$160,000, respectively. The weightaderage grant date fair value of stock awards gchdtiring fiscal 2013 and fiscal 2012 was $20.84
$19.51, respectively.

The following table summarizes information regagdétock-based compensation expense recognizeddwicted stock awards:

(In thousands 2014 2013 2012
Stock-based compensation expense before

the recognized income tax ben $ 90¢€ $ 2,98t $ 3,66:
Income tax benefi $ 351 $ 1,141 $ 1,43¢

The $906,000 of expense recognized in fiscal 2044 eomprised of stodkased compensation expense of $3.2 million, pbrtidfset by a
expense reversal of $2.3 million. The reductiomxpense was attributable to the third quarter salesf the cumulative prior period expe
for performance-based awards, which were deemedamagement as not probable of vesting prior ta gwiration.

As of January 31, 2015, there was approximatelyb $7illion of unrecognized compensation expense neimg related to both o
performance-based and servizased restricted stock awards. The cost is expectdoe recognized over a weighted average perit
approximately 3.3 years. This incorporates ourentrassumptions with respect to the estimated séquservice period required to achieve
designated performance conditions for performarased stock awards.

CashSettled Stock Appreciation Rights (SARS)

Our outstanding Cash-Settled Stock AppreciationhRidSARS) were granted to certain non-executivpleyees such that orthird of the
shares underlying the SARs would vest annually. $ARs were assigned a fiyear term from the date of grant, after which angxercise
SARs will expire. Each SAR entitles the holder, nmxercise of their vested shares, to receive itaah amount equal to the closing pric
our stock on the date of exercise less the exeprise, with a maximum amount of gain defined. SARRse granted during the first quarte
fiscal 2012 and issued with a defined maximum g#ir$6.67 over the exercise price of $17.17. In edance with current authoritati
guidance, cash-settled SARs are classified as Q#ilities on the Consolidated Balance Sheets.
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The following table summarizes the SARs activity:

Weighted-
Average
Weighted- Remaining
Number of Average Contractual
Shares Exercise Prict Term (Years
Outstanding at February 1, 20 78,75( $ 17.13
Grantec 0 0.0
Forfeited 0 17.1
Exercisec (38,379 17.1%
Outstanding at January 31, 2015 40,37" $ 17.15 2.C
Exercisable at January 31, 2015 40,37t $ 17.15 2.C

The fair value of liability awards are remeasunesing a trinomial lattice model, at each reportggiod until the date of settlement. Increi
or decreases in stock-based compensation experessignized over the vesting period, or immediatetywested awards.

The fair value was estimated using a trinomialdattmodel with the following assumptions:

January 31, 201

Risk free interest rate yield cur 0.01%- 1.18%
Expected dividend yiel 1.C%
Expected volatility 37.8%
Maximum life 2.0 Year
Exercise multiple 1.31
Maximum payou $ 6.67
Employee exit rat 2.2%- 9.0%

The risk free interest rate was based on the Ur&shiry yield curve in effect at the end of theoripg period. The expected dividend i
was based on our quarterly cash dividends in fi2€dl4, with the assumption that quarterly dividemasuld continue at the current r¢
Expected volatility was based on the historicahtitity of our stock. The exercise multiple and dayee exit rate are based on historical of
data.

The following table summarizes information regagdétock-based compensation expense recognized\iRs:S

(In thousands 2014 2013 2012
Stock-based compensation expense before

the recognized income tax bent $ 121 $ 272 $ 34¢
Income tax benefi $ 47 $ 104 $ 137

As of January 31, 2015, no unrecognized compensatipense remained related to non-vested SARs.
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Shoe Carnival, Inc.
Notes to Consolidated Financial Statements - contired

Note 10 — Business Risk

We purchase merchandise from approximately 160Meat vendors. In fiscal 2014, two suppliers eaatoanted for 10% or more of our
sales and together accounted for approximately dDétir net sales. A loss of any of our key suppliercertain product categories could f
a material adverse effect on our business. Asrisnton in the industry, we do not have any long-teomtracts with suppliers.

Note 11 — Litigation Matters

The accounting standard related to loss contingsnprovides guidance in regards to our disclosnck racognition of loss contingenci
including pending claims, lawsuits, disputes wiklird parties, investigations and other actions #n& incidental to the operation of
business. The guidance utilizes the following dediterms to describe the likelihood of a futuresiqd) probable the future event or evel
are likely to occur, (2) remote — the chance offthtare event or events is slight and (3) reasgnpbksible -the chance of the future even
events occurring is more than remote but less likaly. The guidance also contains certain requaeta with respect to how we accrue for
disclose information concerning our loss contingesicWe accrue for a loss contingency when we colgckhat the likelihood of a loss
probable and the amount of the loss can be reaoestimated. When the reasonable estimate ofas®ik within a range of amounts, ant
amount in the range constitutes a better estinteate any other amount, we accrue for the amourteatow end of the range. We adjust
accruals from time to time as we receive additiongdrmation, but the loss we incur may be sigrifidy greater than or less than the am
we have accrued. We disclose loss contingenciégiié is at least a reasonable possibility thasa has been incurred. No accrual or disclc
is required for losses that are remote.

From time to time, we are involved in certain legaedceedings in the ordinary course of conductimglusiness. We cannot provide assur
as to the ultimate outcome of any litigation invaly us. The following is a description of pendiriightion that falls outside the scope
litigation incidental to the ordinary course of dursiness. On October 31, 2013, a putative clasmdawsuit was filed against us in the Un
States District Court for the Northern Districtliinois (the “District Court”) captionedNicaj v. Shoe Carnival, Indhe complaint alleged tt
we violated certain provisions of the Fair and Aete Credit Transactions Act of 2003 (FACTA), whizimended the Fair Credit Repori
Act, by printing the month of the expiration dafeoar customerstredit cards on transaction receipts. The plaistiight, among other thin
the designation of this action as a class actinrgveard of monetary damages of between $100 a@d@her violation, counsel fees and c«
and such other relief as the court deemed apptepria

On January 16, 2014, the District Court grantedroation and dismissed the plaintgfaction with prejudice and denied his motion tdifyea
class as moot, finding that our actions did notate FACTA and that our conduct, even if it didlate FACTA, was not willful. On Februe
12, 2014, the plaintiff filed a notice of appealtbé District Courts order with the Seventh Circuit Court of Appe#&isSeptember 2014, t
Seventh Circuit entered an order affirming the istCourt’s order. The plaintiff petitioned the United SsaSupreme Court for certiorari, ¢
the Supreme Court denied that petition on Febr@arn2015. The Supreme Court’s order concludeditigation.

Note 12 — Related Party Transactions
Our Chairman and principal shareholder and his wene previously shareholders of PL Footwear, Inistdiically, PL Footwear, In
represented us, on a commission basis, as an iragertt in dealings with shoe factories in mainl@tdna, where most of our private la

shoes are manufactured. During fiscal 2012, PL Weat, Inc. ceased operations. Commissions paid_t&ddtwear, Inc. were $726,000
fiscal 2012.
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Shoe Carnival, Inc.
Notes to Consolidated Financial Statements - contired

Note 13 — Quarterly Results (Unaudited)

Quarterly results are determined in accordance thighaccounting policies used for annual data anllide certain items based upon estin
for the entire year. All fiscal quarters in 20141013 include results for 13 weeks.

(In thousands, except per share data)

Fiscal 201¢ First Quartel Second Quarte Third Quartel Fourth Quarte
Net sales $ 235,77( $ 222,07: $ 254,68 $ 227,63:
Gross profit 69,58 62,21¢ 76,76¢ 65,11:
Operating incom 15,20¢ 4,26¢ 17,79: 4,58¢
Net income 9,151 2,58¢ 10,817 2,97¢
Net income per shar Basic(?) $ 0.4¢ $ 0.12 $ 0.54 $ 0.1f
Net income per shar Diluted (1) $ 0.4t $ 0.12 $ 0.5¢ $ 0.1f

Fiscal 201: First Quarte! Second Quarte Third Quartel Fourth Quarte
Net sales $ 232,28 $ 216,41 $ 235,77( $ 200,31
Gross profit 68,61: 62,51: 71,01: 57,18:
Operating incom 15,24¢ 9,55¢ 17,81¢ 1,04¢
Net income 9,51¢ 5,83¢ 10,91¢ 59¢
Net income per shar Basic(?) $ 0.47 $ 0.2¢ $ 0.5¢ $0.03
Net income per shar Diluted (1) $ 0.47 $ 0.2¢ $ 0.5¢ $ 0.02

(1) Per share amounts are computed independently ¢br&fahe quarters presented. The sum of the gsariay not equal the total year |
to the impact of changes in weighted shares owtstgrand differing applications of earnings under twc-class methoc

Note 14 — Subsequent Events

On March 17, 2015, the Board of Directors approtrexipayment of a cash dividend to our shareholidetise first quarter of fiscal 2015. T
quarterly cash dividend of $0.06 per share wilpbél on April 20, 2015 to shareholders of recordfahe close of business on April 6, 2015.

The declaration and payment of any future dividesmdsat the discretion of the Board of Directord waill depend on our results of operations,
financial condition, business conditions and ofaetors deemed relevant by our Board of Directors.
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SHOE CARNIVAL, INC.
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS

(In thousands) Balance at Balance at
Beginning of Charged to Cost  Credited to Cos End of

Reserve for sales returns and allowar Period and Expense and Expense Period
Year ended February 2, 20 $ 10¢ $ 94,37¢ $ 94,377 $ 111
Year ended February 1, 20 $ 111 $ 97,39¢ $ 97,37¢ $ 131
Year ended January 31, 20 $ 131 $ 104,51: $ 104,49! $ 147

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL

DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES
Management’s Report on Internal Control Over Finandal Reporting

The Companys management is responsible for establishing andtair@ing adequate internal control over financegorting as defined in Rt
13a45(f) under the Securities Exchange Act of 193#erimal control over financial reporting is a prazegsigned by, or under the supervi
of, the Company’s principal executive and princifiahncial officers and effected by the Companlbard of directors, management and «
personnel to provide reasonable assurance regattangpliability of financial reporting and the peration of financial statements for exte
purposes in accordance with generally accepteduatiog principles and includes those policies aratedures that:

. Pertain to the maintenance of records thagéasonable detail accurately and fairly reflecttthesactions
and dispositions of the assets of the Comp

. Provide reasonable assurance that transactione@veded as necessary to permit preparation ofidiahstatements in accorda
with generally accepted accounting principles, #rad receipts and expenditures of the Company @iregbmade only in accordar
with authorizations of management and directorthefCompany; an

. Provide reasonable assurance regarding preventiotimely detection of unauthorized acquisition, use disposition of th
Compan’s assets that could have a material effect onitlamdial statement:

Because of inherent limitations, internal contreéofinancial reporting may not prevent or detetdstatements. Projections of any evalug
of effectiveness to future periods are subjecthi risks that controls may become inadequate becafushanges in conditions, or that
degree of compliance with the policies or procesunay deteriorate.

Management assessed the effectiveness of the Cghspaaternal control over financial reporting as afdary 31, 2015. In making t
assessment, management used the criteria setbfpttre Committee of Sponsoring Organizations (“COS@ the Treadway Commission
Internal Control-Integrated Framework (2013). Basedts assessment, management believes that tim@&ys internal control over financ
reporting was effective as of January 31, 2015.

The Companys internal control over financial reporting as ahdary 31, 2015 has been audited by its indepemdgistered public accounti
firm, Deloitte & Touche LLP, as stated in their ogp which is included herein.
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Conclusion Regarding the Effectiveness of DiscloserControls and Procedures and Changes in Internal @trol over Financial
Reporting

Our Chief Executive Officer and Chief Financial ©&r have concluded, based on their evaluatiorf as o

January 31, 2015, that our disclosure controlspandedures are effective to ensure that informataguired to be disclosed by us in the rey
filed or submitted by us under the Securities ErgjgaAct of 1934, as amended, is recorded, process@tmarized and reported within
time periods specified in the Securities and ExgeaBommissiors rules and forms, and include controls and proesddesigned to ensi
that information required to be disclosed by ussirth reports is accumulated and communicated ton@magement, including the Ct
Executive Officer and Chief Financial Officer, ggeopriate to allow timely decisions regarding riega disclosure.

There has been no significant change in our inteoatrols over financial reporting that occurreatridg the quarter ended January 31, :
that has materially affected, or is reasonablylyike materially affect, our internal control oviamancial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Shoe Carnival, Inc.
Evansville, Indiana

We have audited the internal control over finanoggdorting of Shoe Carnival, Inc. and subsidiafiée “Company”)as of January 31, 20:
based on criteria establishedlimernal Control — Integrated Framework (201i8sued by the Committee of Sponsoring Organizatairthe
Treadway Commission. The Compasiyhanagement is responsible for maintaining effedtiternal control over financial reporting and fis
assessment of the effectiveness of internal comtvel financial reporting, included in the accompag Managemens Report on Intern
Control Over Financial Reporting. Our responsibilg to express an opinion on the Comparninternal control over financial reporting ba
on our audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversight @ nited States). Those stand:
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordgrar financial reporting, assessing the
that a material weakness exists, testing and etiafuthe design and operating effectiveness ofriratiecontrol based on the assessed risk
performing such other procedures as we considezedssary in the circumstances. We believe thaawdit provides a reasonable basis fol
opinion.

A companys internal control over financial reporting is agess designed by, or under the supervision ofctingpany's principal executi
and principal financial officers, or persons pemforg similar functions, and effected by the compsiiypard of directors, management,
other personnel to provide reasonable assuranegdieg the reliability of financial reporting antdet preparation of financial statements
external purposes in accordance with generally@edeaccounting principles. A company's internaitoa over financial reporting includ
those policies and procedures that (1) pertaiheéanaintenance of records that, in reasonablel dataurately and fairly reflect the transacti
and dispositions of the assets of the companypi@jide reasonable assurance that transactionee@weded as necessary to permit prepar
of financial statements in accordance with gengi@dcepted accounting principles, and that receiptsexpenditures of the company are t
made only in accordance with authorizations of ngenzent and directors of the company; and (3) peov@&hsonable assurance regar
prevention or timely detection of unauthorized asigion, use, or disposition of the company's as#leat could have a material effect on
financial statements.

Because of the inherent limitations of internal tcohover financial reporting, including the positip of collusion or improper managem
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of ¢
evaluation of the effectiveness of the internaltominover financial reporting to future periods abject to the risk that the controls r
become inadequate because of changes in conditiotigt the degree of compliance with the policeprocedures may deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting as of January 31, 2015, b.

on the criteria established Internal Control — Integrated Framework (201i8sued by the Committee of Sponsoring Organizatimnthe
Treadway Commission.
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We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@nited States), the consolida
financial statements and financial statement sdieeals of and for the year ended January 31, 201Beo€ompany and our report dated A
16, 2015 expressed an unqualified opinion on tliosécial statements and financial statement sdieedu

Indianapolis, Indiana
April 16, 2015
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ITEM 9B. OTHER INFORMATION

None

PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this Item concerning @irectors, nominees for Director, Code of Ethidesignation of the Audit Committ
financial expert and identification of the Audit @mittee, and concerning any disclosure of delingdéers under Section 16(a) of |
Exchange Act, is incorporated herein by refereceur definitive Proxy Statement for the 2015 Arindeeting of Shareholders, to be fi
with the Securities and Exchange Commission putsttaRegulation 14A within 120 days after the ericbor last fiscal year. Informatic
concerning our executive officers is included unither caption “Executive Officersit the end of PART I, ITEM 1. BUSINESS of this Arad
Report on Form 10-K. Such information is incorpetiherein by reference, in accordance with Gerestfuction G(3) to Form 18- anc
Instruction 3 to Item 401(b) of Regulation S-K.

We have adopted a Code of Business Conduct andsHthie “Code”that applies to all of our Directors, officers amployees, including o
principal executive officer, principal financial ffer, principal accounting officer and controllefhe Code is posted on our websit
www.shoecarnival.com. We intend to disclose any radmeents to the Code by posting such amendmentsupnvebsite. In addition, al
waivers of the Code for our Directors or executifficers will be disclosed in a report on Form 8-K.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item concerninghumeration of our officers and Directors and infatimn concerning material transacti
involving such officers and Directors and CompeiosatCommittee interlocks, including the CompensatiGommittee Report and 1
Compensation Discussion and Analysis, is incorgatdtterein by reference to our definitive Proxy &tant for the 2015 Annual Meeting
Shareholders which will be filed pursuant to Retiala14A within 120 days after the end of our lastal year.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this Item concerning #tock ownership of management, five percent igakbwners and securities authori
for issuance under equity compensation plans @rpurated herein by reference to our definitivexigrBtatement for the 2015 Annual Mee!
of Shareholders which will be filed pursuant to Rlegion 14A within 120 days after the end of owstlfiscal year.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this Item concerningtaia relationships and related transactions armd itidependence of our Directors
incorporated herein by reference to our definitirexy Statement for the 2015 Annual Meeting of 8halders, which will be filed pursuant
Regulation 14A within 120 days after the end of last fiscal year.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item concerningnpipal accountant fees and services is incorpdratrein by reference to our definit

Proxy Statement for the 2015 Annual Meeting of 8halders, which will be filed pursuant to Regulati4A within 120 days after the enc
our last fiscal year.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

1.

Financial Statements:

The following financial statements of Shoe Carnivat. are set forth in PART II, ITEM 8 of this rexp:

Report of Independent Registered Public Accounfimgn

Consolidated Balance Sheets at January 31, 2016ebmdary 1, 2014

Consolidated Statements of Income for the yearseéddnuary 31, 2015, February 1, 2014, and Feba&§13

Consolidated Statements of Sharehold&iglity for the years ended January 31, 2015, Feprlia2014, and February
2013

Consolidated Statements of Cash Flows for the yeaated January 31, 2015, February 1, 2014, andi&sb2, 2013
Notes to Consolidated Financial Statemt

Financial Statement Schedule:

The following financial statement schedule of SB@enival, Inc. is set forth in PART II, ITEM 8 diit report.
Schedule Il Valuation and Qualifying Accounts

Exhibits:

A list of exhibits required to be filed as parttbfs report is set forth in the Index to Exhibitghich immediately preced
such exhibits, and is incorporated herein by refese
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SIGNATURES

Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatyp authorized.

Shoe Carnival, Inc.

Date: April 16, 2015 By: /s/ Clifton E. Sifford
Clifton E. Sifford
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed belpithe following persons on behalf of
registrant and in the capacities and on the datisdted.

Signature Title Date
/sl J. Wayne Weave Chairman of the Board and Director April 16, 2015
J. Wayne Weave
/s/ Clifton E. Sifford President, Chief Executive Officer, Chief April 18)15
Clifton E. Sifford Merchandising Officer and Director (Principal

Executive Officer)
/s/ James A. Aschlem: Director April 16, 2015
James A. Aschleme
/sl Kent A. Kleeberge Director April 16, 2015
Kent A. Kleeberge
/sl Gerald W. Schoc Director April 16, 2015
Gerald W. Schoc
/sl Joseph W. Woa Director April 16, 2015
Joseph W. Woo
/s| W. Kerry Jackso Senior Executive Vice President - Chief Operating prilkl6, 2015
W. Kerry Jacksol and Financial Officer and Treasurer (Principaldficial Officer)
/sl Kathy A. Yearwoo( Senior Vice President — Controller and Chief Ap6l 2015
Kathy A. Yearwooc Accounting Officer (Principal Accounting Officer)
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INDEX TO EXHIBITS

Incorporated by Reference To

Exhibit Filing Filed
No. Description Form Exhibit Date Herewith
3-A Amended and Restated Articles of Incorporation e§iRtrant 8-K 3-A 6/14/2013
3-B By-laws of Registrant, as amended to date 8-K 3-B 6/14/2013
4-A Credit Agreement, dated as of January 20, 2010 nhgnRRegistrant, the financ  8-K 4.1 1/26/2010
institutions from time to time party thereto as Bsnand Wachovia Bank, Natiol
Association, as Agent
4-B First Amendment to Credit Agreement dated as ofilA@, 2013, by and amo  10-K 4-B 4/15/2013
Registrant, the financial institutions from timetime party thereto as Banks, i
Wells Fargo Bank, N.A., as successorfhgrger to Wachovia Bank, Natio
Association, as Agent
10-A Lease, dated as of February 8, 2006, by and betWagistrant and Bighoe 10-K 10-A  4/13/2006"
Properties, LLC
10-B Lease, dated as of June 22, 2006, by and betwegstiR@t and Outback Holding  8-K 10-D  6/28/2006"
LLC
10-C* Summary Compensation Sheet X
10-D* Non-competition Agreement dated as of January 15, 1888yeen Registrant a  S-1 10-1 2/4/1993
J. Wayne Weaver
10-E* Employee Stock Purchase Plan of Registrant, as @eden 10-Q 10-L  9/15/1997"
10-F* 2006 Executive Incentive Compensation Plan, as deten 8-K 10-B 6/17/2011
10-G* 2000 Stock Option and Incentive Plan of Registrastamended 8-K 10-L 6/15/2012
10-H* Form of Notice of Grant of Stock Options and Optiagreement for incentiv  8-K 10-A 9/2/2004*
stock options granted under the Regis’s 2000 Stock Option and Incentive P
10-I* Form of Notice of Grant of Stock Options and Optigreement for nomualifiec  8-K 10-B 9/2/2004*
stock options granted under the Regis’s 2000 Stock Option and Incentive P
10-J* Form of Award Agreement for restricted stock grdnteder the Registraist200(  8-K 10-C  3/24/2005"
Stock Option and Incentive Plan
10-K* Form of Award Agreement for timeased restricted stock with cliff vesting grar  8-K 10.2 10/19/2012

under the Registrant’s 2000 Stock Option and IriceriRlan
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INDEX TO EXHIBITS - Continued

Incorporated by Reference To

Exhibit Filing Filed
No. Description Form Exhibit Date Herewith

10-L* Form of Award Agreement for performanbased restricted stock with defer 10-Q 10.1 6/13/13
cash dividends granted under the RegistsaB000 Stock Option and Incent
Plan

10-M* Amended and Restated Employment and Noncompetifigneement date 8-K 10.2 12/17/2008
December 11, 2008, between Registrant and Timo#keB

10-N* Amended and Restated Employment and Noncompetifigneement date 8-K 10.3 12/17/2008
December 11, 2008, between Registrant and Cliftdsifford

10-O* Amended and Restated Employment and Noncompetifigneement date 8-K 10.4 12/17/2008
December 11, 2008, between Registrant and W. Kiatison

10-P* Employment and Noncompetition Agreement dated Apr2011, between 10-K 10-X 4/14/2011
Registrant and Kathy A. Yearwood

10-Q* Employment and Noncompetition Agreement dated Beg 4, 2012, between 10-K 10-U 4/15/2013
Registrant and Carl N. Scibetta

10-R* Shoe Carnival, Inc. Deferred Compensation Plaanaesnded 10-K 10-S 4/10/2014

21 A list of subsidiaries of Shoe Carnival, Inc. X

23 Written consent of Deloitte & Touche LLP X

31.1 Certification of Chief Executive Officer Pursuait Rule 13a-14(a)/15d4(a) o X
the Securities Exchange Act of 1934, as Adoptedirnt to Section 302 of t
Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer Pursuamt Rule 13a-14(a)/15d4(a) o X
the Securities Exchange Act of 1934, as Adoptedirant to Section 302 of {
Sarbanes-Oxley Act of 2002

32.1 Certification of Chief Executive Officer Pursuamt 18 U.S.C. Section 1350, X

Adopted Pursuant to Section 906 of the SarbanesyOxtt of 2002
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Incorporated by Reference To

Exhibit Filing Filed
No. Description Form Exhibit Date Herewith
32.2 Certification of Chief Financial Officer Pursuard 18 U.S.C. Section 1350, X
Adopted Pursuant to Section 906 of the SarbanesyOxtt of 2002
101 The following materials from Shoe Carnival, IncAsanual Report on Form 1B- X
for the year ended January 31, 2015, formatted BRIX (Extensible Busine
Reporting Language): (1) Consolidated Balance Sheef2) Consolidate
Statements of Income, (3) Consolidated StatemenS$hareholdersEquity, (4
Consolidated Statements of Cash Flows, and (5)dNmeConsolidated Financ
Statements.
. The indicated exhibit is a management contract,psreatory plan or arrangement required to be Biettem 601 of Regulation S-
K.
+ SEC File No. 000-21360.
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Exhibit 10-C
SUMMARY COMPENSATION SHEET

The following summarizes certain compensation dewess taken by the Compensation Committee (the "Citteet) and/or the Board
Directors ("Board") of Shoe Carnival, Inc. (the 'Bpany"), with respect to the compensation of thenBany's named executive officers ¢
directors.

1. 2015 Base Salary
The Committee increased the base salary of Mr.e8eilio reflect his increased responsibilities, hisdachievements related to success

managing our inventories and our new product itivéss. The following base salaries are effectivetfee Companys named executive office
for fiscal 2015:

Base
Name Title Salary
Clifton E. Sifford President, Chief Executive @&r and Chief Merchandising $ 575,00(
Officer
W. Kerry Jackson Senior Executive Vice Presid€higf Operating and Financial $ 520,00(
Officer and Treasure
Timothy T. Baker Executive Vice President - $ 500,00(
Store Operation
Carl N. Scibett: Executive Vice Presider General Merchandise Manag $ 400,00(
Kathy A. Yearwooc Senior Vice Presider Controller and Chief Accounting Offici $ 225,00(

2. Grants of Restricted Stock and Stock Options

The Committee approved grants of restricted stocéllt of the Company's named executive officers atigr key personnel under the S
Carnival, Inc. 2000 Stock Option and Incentive Plarants to the Company's named executive offiaere as follows:

Name Shares Awarde
Clifton E. Sifford 30,868
W. Kerry Jacksol 20,579
Timothy T. Bakel 16,433
Carl N. Scibett: 16,433
Kathy A. Yearwooc 8,232

The restricted shares will vest upon the achievemgspecified levels of annual earnings per didugbare during a six-year period.
3. Annual Incentive Compensation for Fiscal 2015
The Committee established the performance crit@nich targets for the fiscal 2015 bonus payable soafi 2016 under the Company's 2

Executive Incentive Compensation Plan. The perfogaacriterion is operating income before bonus Bgpe Subjective factors based oi
executive's individual performance can reduce atative's




bonus. As Chief Executive Officer, Mr. Sifford'srhs target is 80% of his salary but he can eartouf?5% of his salary if all performar
targets are met. The bonus target for Messrs. Bdkekson, and Scibetta is 60% of their salarythey can earn up to 100% of their sala
all performance targets are met. The bonus tagget. Yearwood is 40% of her base salary but sireearn up to 60% of her salary if
performance targets are met.

4. Director's Compensation

The Company pays to na@mployee Directors an annual cash retainer of $46,ommittee chairs receive an additional annaahaetaine
as follows: $15,000 for the Audit Committee and38D, each for the Compensation Committee and theifNdimg and Corporate Governa
Committee. The Company’s Lead Director receivestanil annual compensation of $3,000. All amoyagd to the noremployee Directo
are to be paid quarterly in arrears. The Compasg aimburses all Directors for all reasonable afypocket expenses incurred in connec
with meetings of the Board.

Non-employee Directors will annually receive restrictires valued at $45,000 as of the date of gratgrithe 2000 Plan. The restrictions
the shares lapse on January 2nd of the year falpitie year in which the grant was made.




Exhibit 21

SUBSIDIARIES OF SHOE CARNIVAL, INC.

Subsidiary State of Incorporation/Organizatit Percentage of Ownersh
SCHC, Inc. Delaware 100%
SCLC, Inc. Delaware 100% Owned by SCHC, In
Shoe Carnival Ventures, LL Indiana 100%



EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statements on Form S-8 (Nos. 333-483333-153421, 333-
117231, and 333-60114) relating to the 2000 Stoa#o® and Incentive Plan of Shoe Carnival, Ince, Registration Statements
on Form S-8 (Nos. 33-74050 and 333-44047) relabrtge 1993 Stock Option and Incentive Plan of Shamival, Inc., the
Registration Statement on Form S-8 (No. 33-809€R)ing to the Employee Stock Purchase Plan of Slaoeival, Inc., and the
Registration Statement on Form S-8 (No. 333-828dla}ing to the Outside Directors Stock Option Ri@shoe Carnival, Inc. of
our reports dated April 16, 2015, relating to tbaesolidated financial statements and financiakstant schedule of Shoe
Carnival, Inc. and subsidiaries (the “Company”) #mel effectiveness of the Company’s internal cdrdver financial reporting,
appearing in this Annual Report on Form 10-K of @@mnpany for the year ended January 31, 2015.

Indianapolis, Indiana
April 16, 2015



Exhibit 31.1

SHOE CARNIVAL, INC.
CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

[, Clifton E. Sifford, certify that:

1. I have reviewed this annual report on Form 16fishoe Carnival, Inc.;

2. Based on my knowledge, this report does not cordainuntrue statement of a material fact or omistede a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, @her financial information included in this repdfairly present in all materi
respects the financial condition, results of opgerstand cash flows of the registrant as of, amgtfe periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatatnal control over financial reporting (as definin Exchange Act Rules 135(f)
and 15d-15(f)) for the registrant and have:

(&) Designed such disclosure controls and procedurmesaosed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known tc
by others within those entities, particularly dgrihe period in which this report is being prepared

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@@orting to be designed un
our supervision, to provide reasonable assurangardieng the reliability of financial reporting artle preparation of financi
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registrantsl@isire controls and procedures and presentedsimgport our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in the regmdnternal control over financial reporting tleaicurred during the registrant's n
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thatrhaterially affected, or is reasone
likely to materially affect, the registrant's imet control over financial reporting; and

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatiamterhal control over financial reportit
to the registrant's auditors and the audit commitiferegistrant's board of directors (or persorréopming the equivalent functions):

(a) All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and refieaincial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registran
internal control over financial reporting.

Date: April 16, 2015 By: /s/ Clifton E. Sifford
Clifton E. Sifford

President, Chief Executive Officer and
Chief Merchandising Office




Exhibit 31.2

SHOE CARNIVAL, INC.
CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, W. Kerry Jackson, certify that:

1. I have reviewed this annual report on Form 16fishoe Carnival, Inc.;

2. Based on my knowledge, this report does not cordainuntrue statement of a material fact or omistede a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, @her financial information included in this repdfairly present in all materi
respects the financial condition, results of opgerstand cash flows of the registrant as of, amgtfe periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatatnal control over financial reporting (as definin Exchange Act Rules 135(f)
and 15d-15(f)) for the registrant and have:

(&) Designed such disclosure controls and procedurmesaosed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known tc
by others within those entities, particularly dgrihe period in which this report is being prepared

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@@orting to be designed un
our supervision, to provide reasonable assurangardieng the reliability of financial reporting artle preparation of financi
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registrantsl@isire controls and procedures and presentedsimgport our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in the regmdnternal control over financial reporting tleaicurred during the registrant's n
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thatrhaterially affected, or is reasone
likely to materially affect, the registrant's imet control over financial reporting; and

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatiamterhal control over financial reportit
to the registrant's auditors and the audit commitiferegistrant's board of directors (or persorréopming the equivalent functions):

(a) All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and refieaincial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registran
internal control over financial reporting.

Date: April 16, 2015 By: /s/ W. Kerry Jackson
W. Kerry Jackson
Senior Executive Vice President
Chief Operating and Financial Officer and Treas!




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C.
SECTION 1350,
AS ADOPTED PURSUANT TO SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Shoe Caahivnc. (the "Company") on Form I0for the period ending January 31, 2015 as
with the Securities and Exchange Commission ondtite hereof (the "Report"), I, Clifton E. SifforBresident, Chief Executive Officer ¢
Chief Merchandising Officer of the Company, certipursuant to 18 U.S.C. Section 1350, as adoptesupat to Section 906 of the Sarbane:
Oxley Act of 2002, that:

1. The Report fully complies with the requiremenftsection 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of
Company.

Date: April 16, 2015 By: /s/ Clifton E. Sifford
Clifton E. Sifford

President, Chief Executive Officer and
Chief Merchandising Office



Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C.
SECTION 1350,
AS ADOPTED PURSUANT TO SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Shoe Caahivnc. (the "Company") on Form 30for the period ending January 31, 2015 as
with the Securities anBExchange Commission on the date hereof (the "R§pditV. Kerry Jackson, Senior Executive Vice Pdesit, Chie
Operating and Financial Officer and Treasurer ef @mpany, certify, pursuant to 18 U.S.C. Secti®8b0] as adopted pursuant to Section
of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requiremenftsection 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of
Company.

Date: April 16, 2015 By: /s/ W. Kerry Jackson
W. Kerry Jackson

Senior Executive Vice President
Chief Operating and Financial Officer and Treas!



