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SAFE HARBOR STATEMENT

This Quarterly Report on Form 10-Q (the “Report”) contains forward looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995. Discussions containing such forward looking statements may be

found in Items 2 and 3 of Part I and Item 1 of Part II of this Report, as well as within this Report generally. The words
“believes,” “anticipates,” “thinks,” “expects,” “estimates,” “plans,” “intends,” and similar expressions are intended to identify
forward looking statements. In addition, any statements which refer to expectations, projections or other
characterizations of future events or circumstances are forward looking statements. We undertake no obligation to
publicly disclose any revisions to these forward looking statements to reflect events or circumstances occurring
subsequent to filing this Report with the Securities and Exchange Commission (the “SEC”). These forward looking
statements are subject to risks and uncertainties, including, without limitation, those discussed in this section and

Items 2 and 3 of Part I, as well as in Part II, Item 1A, “Risk Factors” of this Report, and in Part I, Item 1A, “Risk Factors”
and in Part I, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our
Annual Report on Form 10-K for the fiscal year ended August 29, 2015. In addition, new risks emerge from time to

time and it is not possible for management to predict all such risk factors or to assess the impact of such risk factors on
our business. Accordingly, future results may differ materially from historical results or from those discussed or

implied by these forward looking statements. Given these risks and uncertainties, the reader should not place undue
reliance on these forward looking statements. These risks and uncertainties include, but are not limited to:

99 ¢

general economic conditions in the markets in which the Company operates;
risks associated with the integration of acquired businesses;

risk of delays in expanding our customer fulfillment centers;

current economic, political, and social conditions;

changing customer and product mixes;

competition;

industry consolidation and other changes in the industrial distribution sector;
volatility in commodity and energy prices;

the outcome of potential government or regulatory proceedings or future litigation;
credit risk of our customers;

risk of cancellation or rescheduling of customer orders;

- work stoppages or other business interruptions (including those due to extreme weather conditions) at transportation
centers or shipping ports;
risk of loss of key suppliers, key brands or supply chain disruptions;

- dependence on our information systems and the risks of business disruptions arising from changes to our
information systems and disruptions due to catastrophic events, power outages, natural disasters, computer system or
network failures, computer viruses, physical or electronics break-ins and cyber-attacks;
retention of key personnel;

failure to comply with applicable environmental, health and safety laws and regulations;
goodwill and intangible assets recorded as a result of our acquisitions could be impaired; and
disclosing our use of “conflict minerals” in certain of the products we distribute could raise reputational and other

risks.
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PART I. FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements
MSC INDUSTRIAL DIRECT CO., INC.
Condensed Consolidated Balance Sheets

(In thousands, except share data)

ASSETS

Current Assets:

Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of $13,735 and $11,312,
respectively

Inventories

Prepaid expenses and other current assets

Deferred income taxes

Total current assets

Property, plant and equipment, net

Goodwill

Identifiable intangibles, net

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities:

Revolving credit note

Current maturities of long-term debt

Accounts payable

Accrued liabilities

Total current liabilities

Long-term debt, net of current maturities

Deferred income taxes and tax uncertainties

Total liabilities

Commitments and Contingencies

Shareholders’ Equity:

Preferred stock; $0.001 par value; 5,000,000 shares authorized; none issued and
outstanding

November
28,

2015
(Unaudited)

$ 37,879
387,561

492,450
42,275
44,643
1,004,808
292,693
623,313
115,519
33,190

$ 2,069,523

$ 118,000
32,446
103,043
122,739
376,228
203,221
131,132
710,581

56

August 29,

2015

$ 38,267
403,468

506,631
39,067
44,643
1,032,076
291,156
623,626
119,805
34,543

$ 2,101,206

$ 188,000
25,515
114,328
94,494
422,337
214,789
131,210
768,336

56
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Class A common stock (one vote per share); $0.001 par value; 100,000,000 shares
authorized; 56,403,008 and 56,400,070 shares issued, respectively

Class B common stock (ten votes per share); $0.001 par value; 50,000,000 shares 13 13
authorized; 13,295,747 shares issued and outstanding

Additional paid-in capital 608,922 604,905
Retained earnings 1,260,792 1,232,381
Accumulated other comprehensive loss (18,367) (17,252)
Class A treasury stock, at cost, 8,119,876 and 8,037,696 shares, respectively (492,474) (487,233)
Total shareholders’ equity 1,358,942 1,332,870
Total liabilities and shareholders’ equity $ 2,069,523 $ 2,101,206

See accompanying notes to condensed consolidated financial statements.
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MSC INDUSTRIAL DIRECT CO., INC.
Condensed Consolidated Statements of Income

(In thousands, except per share data)

(Unaudited)
Thirteen Weeks Ended
November November
28, 29,
2015 2014
Net sales $ 706,819 $ 731,091
Cost of goods sold 387,847 400,942
Gross profit 318,972 330,149
Operating expenses 228,584 236,178
Income from operations 90,388 93,971
Other (expense) income:
Interest expense (1,556) (944)
Interest income 163 5
Other income, net 63 177
Total other expense (1,330) (762)
Income before provision for income taxes 89,058 93,209
Provision for income taxes 34,029 35,792
Net income $ 55,029 $ 57,417
Per share information:
Net income per common share:
Basic $ 0.89 $ 092
Diluted $ 0.89 $ 091
Weighted average shares used in computing net income per common share:
Basic 61,296 61,246
Diluted 61,408 61,542
Cash dividend declared per common share $ 0.43 $ 3.40

See accompanying notes to condensed consolidated financial statements.
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MSC INDUSTRIAL DIRECT CO., INC.

Condensed Consolidated Statements of Comprehensive Income

(In thousands)

(Unaudited)

Net income, as reported
Foreign currency translation adjustments
Comprehensive income

Thirteen Weeks

Ended

November November

28, 29,

2015 2014

$ 55,029 $ 57,417
(1,115) (3,948)

$ 53914 $ 53,469

See accompanying notes to condensed consolidated financial

statements.
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MSC INDUSTRIAL DIRECT CO., INC.

Condensed Consolidated Statement of Shareholders’ Equity
Thirteen Weeks Ended November 28, 2015

(In thousands)

(Unaudited)

Class A Class B

Common Common Accumulatedlass A Treasury

Stock Stock Additional Other Stock

Paid-In Retained Comprehensive Amount at

Shares Amoun$hares AmounEapital Earnings Loss Shares Cost Total
Balance at
August 29,
2015 56,400 $ 56 13,296 $ 13 $ 604,905 $ 1,232,381 $ (17,252) 8,038 $ (487,233) $ 1,332,870
Exercise of
common stock
options,
including
income tax
deficiencies of
$143 7 — — — 125 — — — — 125
Common
stock issued
under
associate
stock
purchase plan — — — — 271 — — (15) 555 826
Issuance of
restricted
common
stock, net of
cancellations (4) — — — — — — — — —
Stock-based
compensation — — — — 3,621 — — — — 3,621
Purchase of
treasury stock — — — — — — — 97 (5,796) (5,796)
Cash — — — — — (20,790) — — — (20,790)
dividends on
Class A

11



Edgar Filing: MSC INDUSTRIAL DIRECT CO INC - Form 10-Q

common stock

Cash

dividends on

Class B

common stock — — — — — (5,717) — — — (5,717
Dividend

equivalent

units declared — — — — — (111) — — — (111)
Foreign

currency

translation

adjustment — — — — — — (1,115) — — (1,115)
Net income — — — — — 55,029 — — — 55,029
Balance at

November 28,

2015 56,403 $ 56 13,296 $ 13 $ 608,922 $ 1,260,792 $ (18,367) 8,120 $ (492,474) $ 1,358,942

See accompanying notes to condensed consolidated financial statements.

12
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MSC INDUSTRIAL DIRECT CO., INC.
Condensed Consolidated Statements of Cash Flows
(In thousands)

(Unaudited)

Cash Flows from Operating Activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization

Stock-based compensation

Loss on disposal of property, plant, and equipment
Provision for doubtful accounts

Deferred income taxes and tax uncertainties

Excess tax benefits from stock-based compensation
Changes in operating assets and liabilities:
Accounts receivable

Inventories

Prepaid expenses and other current assets

Other assets

Accounts payable and accrued liabilities

Total adjustments

Net cash provided by operating activities

Cash Flows from Investing Activities:
Expenditures for property, plant and equipment
Net cash used in investing activities

Cash Flows from Financing Activities:

Purchases of treasury stock

Payments of regular cash dividends

Payment of special cash dividend

Payments on capital lease and financing obligations
Excess tax benefits from stock-based compensation

Proceeds from sale of Class A common stock in connection with associate stock purchase

plan

Proceeds from exercise of Class A common stock options
Borrowings under financing obligations

Borrowings under Credit Facility

Payment of borrowings under Credit Facility

Net cash used in financing activities

Thirteen Weeks Ended

November November

28, 29,

2015 2014

$ 55,029 $ 57,417
17,925 17,012
3,621 5,039
247 230
2,997 480
(78) —
(154) (1,791)
12,567 (10,137)
13,832 (44,790)
(3,226) (4,797)
583 72
18,767 39,017
67,081 335
122,110 57,752
(15,575) (13,358)
(15,575) (13,358)
(5,796) (3,590)
(26,391) (24,563)
— (184,218)
(161) (767)
154 1,791
826 942
268 6,381
453 530
35,000 235,000
(111,250)  (76,250)
(106,897)  (44,744)

13
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Effect of foreign exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents

Cash and cash equivalents—beginning of period

Cash and cash equivalents—end of period

Supplemental Disclosure of Cash Flow Information:

Cash paid for income taxes

Cash paid for interest

See accompanying notes to condensed consolidated financial statements.

(26)

(388)

38,267
$ 37,879

$ 4,495
$ 1,247

(100)

(450)

47,154
$ 46,704

$ 5,523
$ 837

14
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MSC INDUSTRIAL DIRECT CO., INC.

Notes to Condensed Consolidated Financial Statements
(Dollar amounts and shares in thousands, except per share data)

(Unaudited)

Note 1. Basis of Presentation

The accompanying condensed consolidated financial statements include MSC Industrial Direct Co., Inc. (“MSC”) and
all of its subsidiaries (hereinafter referred to collectively as the “Company”). All intercompany balances and transactions
have been eliminated in consolidation.

The unaudited condensed consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States for interim financial information and with the instructions to
Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and notes
required by accounting principles generally accepted in the United States for complete financial statements. In the
opinion of management, all adjustments considered necessary for a fair presentation (consisting of normal recurring
adjustments) have been included. Operating results for the thirteen week period ended November 28, 2015 are not
necessarily indicative of the results that may be expected for the fiscal year ending September 3, 2016. For further
information, refer to the financial statements and notes thereto included in the Company’s Annual Report on

Form 10-K for the fiscal year ended August 29, 2015.

The Company’s fiscal year ends on the Saturday closest to August 31 of each year. Unless the context requires
otherwise, references to years contained herein pertain to the Company’s fiscal year. The Company’s 2016 fiscal year
will be a 53-week accounting period that will end on September 3, 2016 and its 2015 fiscal year was a 52-week
accounting period that ended on August 29, 2015.

Note 2. Net Income per Share

The Company’s non-vested restricted stock awards contain non-forfeitable rights to dividends and meet the criteria of a
participating security as defined by Accounting Standards Codification ("ASC") Topic 260, “Earnings Per Share”.
Under the two-class method, net income per share is computed by dividing net income allocated to common
shareholders by the weighted average number of common shares outstanding for the period. In applying the two-class
method, net income is allocated to both common shares and participating securities based on their respective weighted
average shares outstanding for the period.

15
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The following table sets forth the computation of basic and diluted net income per common share under the two-class
method for the thirteen weeks ended November 28, 2015 and November 29, 2014, respectively:

Net income as reported

Less: Distributed net income available to participating securities

Less: Undistributed net income available to participating securities

Numerator for basic net income per share:

Undistributed and distributed net income available to common shareholders
Add: Undistributed net income allocated to participating securities

Less: Undistributed net income reallocated to participating securities

Numerator for diluted net income per share:
Undistributed and distributed net income available to common shareholders

Denominator:

Weighted average shares outstanding for basic net income per share
Effect of dilutive securities

Weighted average shares outstanding for diluted net income per share

Thirteen Weeks
Ended

November November
28, 29,

2015 2014

$ 55,029 § 57,417
(89) (1,238)
(163) —

$ 54,777 $ 56,179
163 —
(162) —

$ 54,778 $ 56,179

61,296 61,246
112 296
61,408 61,542

16
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MSC INDUSTRIAL DIRECT CO., INC.

Notes to Condensed Consolidated Financial Statements
(Dollar amounts and shares in thousands, except per share data)

(Unaudited)

Net income per share Two-class method:
Basic $089 $ 092
Diluted $ 089 $ 091

Antidilutive stock options of 1,058 were not included in the computation of diluted earnings per share for the thirteen
week period ended November 28, 2015. There were no antidilutive stock options excluded from the computation of
diluted earnings per share for the thirteen week period ended November 29, 2014.

Note 3. Stock-Based Compensation

The Company accounts for all share-based payments in accordance with ASC Topic 718, "Compensation—Stock
Compensation" ("ASC 718"). The stock based compensation expense related to the stock option plans and the
Associate Stock Purchase Plan included in operating expenses was $1,256 and $1,732 for the thirteen week periods
ended November 28, 2015 and November 29, 2014, respectively. Tax benefits related to these expenses for the
thirteen week periods ended November 28, 2015 and November 29, 2014 were $451 and $627, respectively.

The fair value of each option grant is estimated on the date of grant using the Black Scholes option pricing model with
the following assumptions:

Thirteen Weeks

Ended

November November

28, 29,

2015 2014
Expected life (in years) 39 3.9
Risk-free interest rate 1.09 % 109 %
Expected volatility 21.82 % 2449 %
Expected dividend yield 240 % 170 %

Weighted-average grant-date fair value $ 8.03 $ 14.06

A summary of the Company’s stock option activity for the thirteen week period ended November 28, 2015 is as
follows:

17
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Weighted-Average
Exercise Price ~ Weighted-Average Remaining Contractual

Options per Share Term (in years)
Outstanding on August 29,
2015 1,274 $ 73.10
Granted 586 58.90
Exercised @) 39.42
Canceled/Forfeited (18) 80.75
Outstanding on November 28, 1.835 S 68.61 51
2015
l;gle;cmable on November 28, 774 $  68.42 35

Aggregate
Intrinsic
Value

$ 3,249

$ 1,872

The unrecognized share based compensation cost related to stock option expense at November 28, 2015 was $10,464
and will be recognized over a weighted average period of 3.2 years. The total intrinsic value of options exercised,
which represents the difference between the exercise price and market value of common stock measured at each
individual exercise date, during the thirteen week periods ended November 28, 2015 and November 29, 2014 was

$165 and $1,980, respectively.

10

18
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MSC INDUSTRIAL DIRECT CO., INC.

Notes to Condensed Consolidated Financial Statements
(Dollar amounts and shares in thousands, except per share data)

(Unaudited)

A summary of the non vested restricted share award (“RSA”) activity under the Company’s 2005 Omnibus Incentive Plan
and 2015 Omnibus Incentive Plan for the thirteen weeks ended November 28, 2015 is as follows:

Weighted-Average Grant-Date
Shares Fair Value

Non-vested restricted share awards at August 29, 2015 391 $ 75.39
Granted 1 62.31
Vested 94) 65.66
Canceled/Forfeited ®)) 77.64
Non-vested restricted share awards at November 28, 2015 293 $ 78.44

The fair value of each RSA is the closing stock price on the New York Stock Exchange of the Company’s Class A
common stock on the date of grant. Upon vesting, a portion of the RSA award may be withheld to satisfy the
minimum statutory withholding taxes. The remaining RSAs will be settled in shares of the Company’s Class A
common stock after the vesting period. Stock based compensation expense recognized for the RSAs was $1,726
and $2,767 for the thirteen week periods ended November 28, 2015 and November 29, 2014, respectively. The
unrecognized compensation cost related to RSAs at November 28, 2015 was $13,815 and will be recognized over a
weighted average period of 2.8 years.

A summary of the Company’s non-vested Restricted Stock Unit (“RSU”) award activity for the thirteen weeks ended
November 28, 2015 is as follows:

Shares Weighted- Average Grant- Date Fair Value

Non-vested restricted stock unit awards at August 29, 2015 62 $ 55.09
Granted 188 58.90
Vested — —

Canceled/Forfeited ) 58.90

Non-vested restricted stock unit awards at November 28, 2015 249 $ 5795

19
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The fair value of each RSU is the closing stock price on the New York Stock Exchange of the Company’s Class A
common stock on the date of grant. Upon vesting, a portion of the RSU award may be withheld to satisfy the
minimum statutory withholding taxes. The remaining RSUs will be settled in shares of the Company’s Class A
common stock after the vesting period. These awards accrue dividend equivalents on outstanding units (in the form of
additional stock units) based on dividends declared on the Company’s Class A common stock and these dividend
equivalents convert to unrestricted common stock on the vesting dates of the underlying RSUs. The dividend
equivalents are not included in the RSU table above. Stock based compensation expense recognized for the RSUs was
$639 and $540 for the thirteen week periods ended November 28, 2015 and November 29, 2014, respectively. The
unrecognized compensation cost related to the RSUs at November 28, 2015 was $10,050 and is expected to be
recognized over a weighted average period of 3.9 years.

Note 4. Fair Value

Fair value accounting standards define fair value as the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. The following fair value
hierarchy prioritizes the inputs used to measure fair value into three levels, with Level 1 being of the highest priority.
The three levels of inputs used to measure fair value are as follows:

Level 1—Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active markets.

11

20



Edgar Filing: MSC INDUSTRIAL DIRECT CO INC - Form 10-Q
MSC INDUSTRIAL DIRECT CO., INC.

Notes to Condensed Consolidated Financial Statements
(Dollar amounts and shares in thousands, except per share data)

(Unaudited)

Level 2—Include other inputs that are directly or indirectly observable in the marketplace.
Level 3—Unobservable inputs which are supported by little or no market activity.

In connection with the construction of the Company’s new customer fulfillment center in Columbus, Ohio, the
Company entered into an arrangement with the Columbus-Franklin County Finance Authority (“Finance Authority”)
which provides savings on state and local sales taxes imposed on construction materials to entities that finance the
transactions through them. Under this arrangement, the Finance Authority has issued taxable bonds to finance the
structure and site improvements of the Company’s customer fulfillment center. The taxable bonds were approximately
$27,023 at both November 28, 2015 and August 29, 2015. The taxable bonds are classified as available for sale
securities in accordance with ASC Topic 320. The securities are recorded at fair value in Other Assets in the
Consolidated Balance Sheet. The fair values of these securities are based on observable inputs in non-active markets,
which are therefore classified as Level 2 in the hierarchy. The Company did not record any significant gains or losses
on these securities during the thirteen week period ended November 28, 2015. The outstanding principal amount of
each bond bears interest at the rate of 2.4% per year. Interest is payable on a semiannual basis in arrears on each
interest payment date.

In addition, based on borrowing rates currently available to the Company for borrowings with similar terms, the
carrying values of the Company’s capital lease obligations also approximate fair value. The fair value of the Company’s
long-term debt, including current maturities, is estimated based on quoted market prices for the same or similar issues
or on current rates offered to the Company for debt of the same remaining maturities. The carrying amount of the
Company’s debt at November 28, 2015 approximates its fair value.

The Company’s financial instruments, other than those presented in the disclosure above, include cash, receivables,
accounts payable, and accrued liabilities. Management believes the carrying amount of the aforementioned financial
instruments is a reasonable estimate of fair value as of November 28, 2015 and August 29, 2015 due to the short-term
maturity of these items.

During the thirteen weeks ended November 28, 2015 and November 29, 2014, the Company had no measurements of
non-financial assets or liabilities at fair value on a non-recurring basis subsequent to their initial recognition.

Note 5. Debt and Capital Lease Obligations

21
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Debt at November 28, 2015 and August 29, 2015 consisted of the following:

Credit Facility:
Revolver
Term loan
Capital lease and financing obligations
Total debt
Less: current portion of Credit Facility
Less: current portion of capital lease and financing obligations
Long-term debt

12

November
28, August 29,
2015 2015

(Dollars in thousands)

$ 118,000 $ 188,000
206,250 212,500
29,417 27,804

$ 353,667 $ 428,304
(149,250)  (213,000)
(1,196) (515)

$ 203,221  § 214,789

22
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MSC INDUSTRIAL DIRECT CO., INC.

Notes to Condensed Consolidated Financial Statements
(Dollar amounts and shares in thousands, except per share data)

(Unaudited)

Credit Facility

In April 2013, in connection with the acquisition of the Class C Solutions Group (“CCSG”), the Company entered into a
$650,000 credit facility (the “Credit Facility”’). The Credit Facility, which matures in April 2018, provides for a
five-year unsecured revolving loan facility in the aggregate amount of $400,000 and a five-year unsecured term loan
facility in the aggregate amount of $250,000.

The Credit Facility also permits the Company, at its request, and upon the satisfaction of certain conditions, to add one
or more incremental term loan facilities and/or increase the revolving loan commitments in an aggregate amount not
to exceed $200,000. Subject to certain limitations, each such incremental term loan facility or revolving commitment
increase will be on terms as agreed to by the Company, the Administrative Agent and the lenders providing such
financing.

Borrowings under the Credit Facility bear interest, at the Company’s option, either at (i) the LIBOR (London Interbank
Offered Rate) rate plus the applicable margin for LIBOR loans ranging from 1.00% to 1.375%, based on the
Company’s consolidated leverage ratio; or (ii) the greatest of (a) the Administrative Agent’s prime rate in effect on such
day, (b) the federal funds effective rate in effect on such day, plus 0.50% and (c) the LIBOR rate that would be
calculated as of such day in respect of a proposed LIBOR loan with a one-month interest period, plus 1.00%, plus, in
the case of each of clauses (a) through (c), an applicable margin ranging from 0.00% to 0.375%, based on the
Company’s consolidated leverage ratio. The Company is required to pay a quarterly undrawn fee ranging from 0.10%
to 0.20% per annum on the unutilized portion of the Credit Facility based on the Company’s consolidated leverage
ratio. The Company is also required to pay quarterly letter of credit usage fees ranging between 1.00% to 1.375%
(based on the Company’s consolidated leverage ratio) on the amount of the daily average outstanding letters of credit,
and a quarterly fronting fee of 0.125% per annum on the undrawn and unexpired amount of each letter of credit. The
applicable borrowing rate for the Company for any borrowings outstanding under the Credit Facility at November 28,
2015 was 1.32% which represents LIBOR plus 1.125%. Based on the interest period the Company selects, interest
may be payable every one, two, three or six months. Interest is reset at the end of each interest period. The Company
currently elects to have loans under the Credit Facility bear interest based on LIBOR with one-month interest periods.

The Credit Facility contains several restrictive covenants including the requirement that the Company maintain a
maximum consolidated leverage ratio of total indebtedness to EBITDA (earnings before interest expense, taxes,
depreciation, amortization and stock based compensation) of no more than 3.00 to 1.00, and a minimum consolidated
interest coverage ratio of EBITDA to total interest expense of at least 3.00 to 1.00, during the term of the Credit
Facility. Borrowings under the Credit Facility are guaranteed by certain of the Company’s subsidiaries.
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During the thirteen week period ended November 28, 2015, the Company borrowed $35,000 under the revolving loan
facility and repaid $105,000 and $6,250 of the revolving loan facility and the term loan facility, respectively. At
November 28, 2015 and August 29, 2015, the Company was in compliance with the operating and financial covenants
of the Credit Facility.

Capital Lease and Financing Obligations

In connection with the construction of the Company’s new customer fulfillment center in Columbus, Ohio, the Finance
Authority holds the title to the building and entered into a long-term lease with the Company. The lease has a 20-year
term with a prepayment option without penalty between 7 and 20 years. At the end of the lease term, the building’s title
is transferred to the Company for a nominal amount when the principal of and interest on the bonds have been fully
paid. The lease has been classified as a capital lease in accordance with ASC Topic 840. At November 28, 2015 and
August 29, 2015, the capital lease obligation was approximately $27,023.

From time to time, the Company enters into capital leases and financing arrangements with vendors to purchase
certain equipment. The equipment acquired from these vendors is paid over a specified period of time based on the
terms agreed upon. During the thirteen week period ended November 28, 2015, the Company entered into a capital
lease and various financing obligations for certain information technology equipment totaling $1,321 and $453,
respectively. During the fiscal year ended August 29, 2015, the Company entered into various financing obligations
for certain information
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technology equipment totaling $530. The gross amount of property and equipment acquired under these capital leases
and financing agreements at November 28, 2015 and August 29, 2015 was approximately $33,778 and $32,535
respectively. Related accumulated amortization totaled $4,897 and $4,815 as of November 28, 2015 and August 29,
2015, respectively.

Note 6. Shareholders’ Equity

The Company paid regular cash dividends of $0.43 per common share totaling $26,391 for the thirteen weeks ended
November 28, 2015. For the thirteen weeks ended November 29, 2014, the Company paid cash dividends of $208,781
which consisted of a special cash dividend of $3.00 per common share and regular cash dividends of $0.40 per
common share totaling $184,218 and $24,563, respectively. On December 16, 2015, the Board of Directors declared
a quarterly cash dividend of $0.43 per share payable on January 26, 2016 to shareholders of record at the close of
business on January 12, 2016. The dividend will result in a payout of approximately $26,452, based on the number of
shares outstanding at December 28, 2015.

The Board of Directors established the MSC Stock Repurchase Plan (the “Repurchase Plan’) which allows the
Company to repurchase shares at any time and in any increments it deems appropriate in accordance with Rule 10b-18
under the Securities Exchange Act of 1934, as amended. During the thirteen week period ended November 28, 2015,
the Company repurchased 97 shares of its Class A common stock for $5,796, which is reflected at cost as treasury
stock in the accompanying condensed consolidated financial statements. Approximately 31 of these shares were
repurchased by the Company to satisfy the Company’s associates’ tax withholding liability associated with its
share-based compensation program. As of November 28, 2015, the maximum number of shares that can be
repurchased under the Repurchase Plan was 1,677 shares.

Note 7. Product Warranties

The Company generally offers a maximum one-year warranty, including parts and labor, for some of its machinery
products. The specific terms and conditions of those warranties vary depending upon the product sold. The Company
may be able to recoup some of these costs through product warranties it holds with its original equipment
manufacturers, which typically range from thirty to ninety days. In general, many of the Company’s general
merchandise products are covered by third party original equipment manufacturers’ warranties. The Company’s
warranty expense for the thirteen week periods ended November 28, 2015 and November 29, 2014 was minimal.

Note 8. Income Taxes

During the thirteen week period ended November 28, 2015, there were no material changes in unrecognized tax
benefits.
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Note 9. Legal Proceedings

There are various claims, lawsuits, and pending actions against the Company incidental to the operation of its
business. Although the outcome of these matters is currently not determinable, management does not expect that the
ultimate costs to resolve these matters will have a material adverse effect on the Company’s consolidated financial
position, results of operations, or liquidity.

Note 10. Recently Issued Accounting Standards
Deferred Taxes

In November 2015, the FASB issued Accounting Standards Update ASU (“ASU”) 2015-17, Balance Sheet
Classification of Deferred Taxes. This update requires an entity to classify deferred tax liabilities and assets as
noncurrent within a classified balance sheet. ASU 2015-17 is effective for annual reporting periods, and interim
periods therein, beginning after December 15, 2016. This update may be applied either prospectively to all deferred
tax liabilities and assets or retrospectively to all periods presented. Early application is permitted as of the beginning
of the interim or annual
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reporting period. The Company does not expect adoption of ASU 2015-17 to have a material impact on its financial
position, results of operations or cash flows.

Simplifying the Measurement of Inventory

In July 2015, the FASB issued ASU No. 2015-11, Simplifying the Measurement of Inventory (Topic 330), which
requires an entity to measure inventory at the lower of cost or net realizable value, which consists of the estimated
selling prices in the ordinary course of business, less reasonably predictable cost of completion, disposal, and
transportation. For public entities, the updated guidance is effective for fiscal years beginning after December 15,
2016, including interim periods within those fiscal years. The guidance is to be applied prospectively with earlier
application permitted as of the beginning of an interim or annual reporting period. The Company does not expect
adoption of ASU 2015-11 to have a material impact on its financial position, results of operations or cash flows.

Presentation of Debt Issuance Costs

In April 2015, the FASB issued ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs (Subtopic
835-30), which requires that debt issuance costs related to a recognized debt liability be presented in the balance sheet
as a direct deduction from the carrying amount of that debt liability. For public business entities, the ASU is effective
for financial statements issued for fiscal years beginning after December 15, 2015, and interim periods within those
fiscal years. Entities should apply the new guidance on a retrospective basis, wherein the balance sheet of each
individual period presented should be adjusted to reflect the period-specific effects of applying the new guidance.
Upon transition, entities are required to comply with the applicable disclosures for a change in an accounting
principle. The Company does not expect adoption of ASU 2015-03 to have a material impact on its financial position,
results of operations or cash flows.

Revenue from Contracts with Customers

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606), which
requires an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of promised
goods or services to customers. The ASU will replace most existing revenue recognition guidance in GAAP when it
becomes effective. The new standard is effective for the Company for its fiscal 2019 first quarter. Early application is
permitted. The standard permits the use of either the retrospective or cumulative effect transition method. The
Company is evaluating the effect that ASU 2014-09 will have on its condensed consolidated financial statements and
related disclosures. The Company has neither selected a transition method, nor determined the impact that the
adoption of the pronouncement may have on its financial position, results of operations or cash flows.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following is intended to update the information