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PART IFINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

Prestige Brands Holdings, Inc.
Consolidated Statements of Operations and Comprehensive Income

(Unaudited)
Three Months Ended
June 30,
(In thousands, except per share data) 2016 2015
Revenues
Net sales $208,770 $191,287
Other revenues 805 845
Total revenues 209,575 192,132
Cost of Sales
Cost of sales (exclusive of depreciation shown below) 87,984 79,896
Gross profit 121,591 112,236
Operating Expenses
Advertising and promotion 27,635 26,422
General and administrative 19,457 17,589
Depreciation and amortization 6,832 5,720
Loss on sale of assets 55,453 —
Total operating expenses 109,377 49,731
Operating income 12,214 62,505
Other (income) expense
Interest income (57 ) (27
Interest expense 21,184 21,911
Loss on extinguishment of debt — 451
Total other expense 21,127 22,335
(Loss) income before income taxes (8,913 ) 40,170
(Benefit) provision for income taxes (3,382 ) 13,997
Net (loss) income $(5,531 ) $26,173
(Loss) earnings per share:
Basic $(0.10 ) $0.50
Diluted $(0.10 ) $0.49
Weighted average shares outstanding:
Basic 52,881 52,548
Diluted 52,881 52,958
Comprehensive (loss) income, net of tax:
Currency translation adjustments (5,824 ) (405 )
Total other comprehensive loss (5,824 ) (405 )

Comprehensive (loss) income $(11,355) $25,768

See accompanying notes.
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Prestige Brands Holdings, Inc.
Consolidated Balance Sheets
(Unaudited)

(In thousands)

Assets

Current assets

Cash and cash equivalents

Accounts receivable, net

Inventories

Deferred income tax assets

Prepaid expenses and other current assets
Assets held for sale

Total current assets

Property and equipment, net
Goodwill

Intangible assets, net

Other long-term assets
Total Assets

Liabilities and Stockholders' Equity
Current liabilities

Accounts payable

Accrued interest payable

Other accrued liabilities

Total current liabilities

Long-term debt

Principal amount

Less unamortized debt costs
Long-term debt, net

Deferred income tax liabilities
Other long-term liabilities
Total Liabilities

Commitments and Contingencies — Note 17

Stockholders' Equity

Preferred stock - $0.01 par value
Authorized - 5,000 shares
Issued and outstanding - None
Common stock - $0.01 par value
Authorized - 250,000 shares

Issued - 53,247 shares at June 30, 2016 and 53,066 shares at March 31, 2016

Additional paid-in capital

Treasury stock, at cost - 331 shares at June 30, 2016 and 306 shares at March 31, 2016

June 30,
2016

$28,877
88,437
92,867
10,702
18,730
41,745
281,358

15,080
356,525
2,223,559
1,918
$2,878,440

$35,012
9,216
55,913
100,141

1,602,500
(25,086
1,577,414

460,557
2,847
2,140,959

532
451,075
(6,558

March 31,
2016

$27,230
95,247
91,263
10,108
25,165

249,013

15,540
360,191
2,322,723
1,324
$2,948,791

$38,296
8,664
59,724
106,684

1,652,500
) (27,191
1,625,309

469,622
2,840
2,204,455

530
445,182
) (5,163

)

)
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Accumulated other comprehensive loss, net of tax (29,349 ) (23,525 )
Retained earnings 321,781 327,312
Total Stockholders' Equity 737,481 744,336
Total Liabilities and Stockholders' Equity $2,878,440 $2,948,791

See accompanying notes.
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Prestige Brands Holdings, Inc.
Consolidated Statements of Cash Flows
(Unaudited)

(In thousands)
Operating Activities
Net (loss) income

Adjustments to reconcile net (loss) income to net cash provided by operating activities:

Depreciation and amortization

Loss (gain) on sale of assets

Deferred income taxes

Amortization of debt origination costs
Stock-based compensation costs

Loss on extinguishment of debt

Changes in operating assets and liabilities, net of effects from acquisitions
Accounts receivable

Inventories

Prepaid expenses and other current assets
Accounts payable

Accrued liabilities

Net cash provided by operating activities

Investing Activities

Purchases of property and equipment

Proceeds from the sale of property and equipment
Net cash used in investing activities

Financing Activities

Term loan repayments

Borrowings under revolving credit agreement

Repayments under revolving credit agreement

Payments of debt origination costs

Proceeds from exercise of stock options

Proceeds from restricted stock exercises

Excess tax benefits from share-based awards

Fair value of shares surrendered as payment of tax withholding
Net cash used in financing activities

Effects of exchange rate changes on cash and cash equivalents
Increase in cash and cash equivalents

Cash and cash equivalents - beginning of period

Cash and cash equivalents - end of period

Interest paid
Income taxes paid

See accompanying notes.
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Three Months
Ended June 30,
2016 2015

$(5,531) $26,173

6,832 5,720
55,453 (36 )
(9,660 ) 11,536
2,231 2,138
1,940 3,047

— 451
5,151 2,578
4,327 ) 211 )
5,697 (1,522 )
(3,401 ) 783
(3,634 ) (7,136 )
50,751 43,521
@895 ) (@80 )
— 344
895 ) 436 )

(50,000 ) (25,000 )

— 15,000
— (35,000 )
C ) (4,172 )
3405 6328

— 544

550 1,600

(1,395 ) (2,187 )
(47,449 ) (42,887 )

(760 ) 82
1,647 280
27,230 21,318
$28,877 $21,598
$18,337 $22,444
$1,357 $1.914
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Prestige Brands Holdings, Inc.
Notes to Consolidated Financial Statements (unaudited)

1.Business and Basis of Presentation

Nature of Business

Prestige Brands Holdings, Inc. (referred to herein as the “Company” or “we”, which reference shall, unless the context
requires otherwise, be deemed to refer to Prestige Brands Holdings, Inc. and all of its direct and indirect 100% owned
subsidiaries on a consolidated basis) is engaged in the marketing, sales and distribution of over-the-counter (“OTC”)
healthcare and household cleaning products to mass merchandisers, drug stores, supermarkets, and club, convenience,
and dollar stores in North America (the United States and Canada) and in Australia and certain other international
markets. Prestige Brands Holdings, Inc. is a holding company with no operations and is also the parent guarantor of
the senior credit facility and the senior notes described in Note 10 to these Consolidated Financial Statements.

Basis of Presentation

The unaudited Consolidated Financial Statements presented herein have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”) for interim financial reporting and the
instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information
and footnotes required by GAAP for complete financial statements. All significant intercompany transactions and
balances have been eliminated in these Consolidated Financial Statements. In the opinion of management, these
Consolidated Financial Statements include all adjustments, consisting of normal recurring adjustments, that are
considered necessary for a fair statement of our consolidated financial position, results of operations and cash flows
for the interim periods presented. Our fiscal year ends on March 315t of each year. References in these Consolidated
Financial Statements or related notes to a year (e.g., “2017”’) mean our fiscal year ending or ended on March 3!lof that
year. Operating results for the three months ended June 30, 2016 are not necessarily indicative of results that may be
expected for the fiscal year ending March 31, 2017. These unaudited Consolidated Financial Statements and related
notes should be read in conjunction with our audited Consolidated Financial Statements and notes thereto included in
our Annual Report on Form 10-K for the fiscal year ended March 31, 2016.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements, as well as the reported amounts of revenues and expenses during the reporting
period. Although these estimates are based on our knowledge of current events and actions that we may undertake in
the future, actual results could differ from those estimates. As discussed below, our most significant estimates include
those made in connection with the valuation of intangible assets, stock-based compensation, fair value of debt, sales
returns and allowances, trade promotional allowances and inventory obsolescence, and the recognition of income
taxes using an estimated annual effective tax rate.

Cash and Cash Equivalents

We consider all short-term deposits and investments with original maturities of three months or less to be cash
equivalents. Substantially all of our cash is held by a large regional bank with headquarters in California. We do not
believe that, as a result of this concentration, we are subject to any unusual financial risk beyond the normal risk
associated with commercial banking relationships. The Federal Deposit Insurance Corporation (“FDIC”) and Securities
Investor Protection Corporation (“SIPC”) insure these balances up to $250,000 and $500,000, with a $250,000 limit for
cash, respectively. Substantially all of the Company's cash balances at June 30, 2016 are uninsured.

Accounts Receivable
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We extend non-interest-bearing trade credit to our customers in the ordinary course of business. We maintain an
allowance for doubtful accounts receivable based upon historical collection experience and expected collectability of
the accounts receivable. In an effort to reduce credit risk, we (i) have established credit limits for all of our customer
relationships, (ii) perform ongoing credit evaluations of customers' financial condition, (iii) monitor the payment
history and aging of customers' receivables, and (iv) monitor open orders against an individual customer's outstanding
receivable balance.

Inventories

Inventories are stated at the lower of cost or market value, with cost determined by using the first-in, first-out
method. We reduce inventories for diminution of value resulting from product obsolescence, damage or other issues
affecting marketability, equal to the difference between the cost of the inventory and its estimated market

value. Factors utilized in the determination of estimated market value include: (i) current sales data and historical
return rates, (ii) estimates of future demand, (iii) competitive pricing pressures, (iv) new product introductions, (v)
product expiration dates, and (vi) component and packaging obsolescence.

5.
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Assets Held for Sale

We classify assets or disposal groups to be sold as held for sale in the period in which all of the following criteria are
met: (i) management, having the authority to approve the action, commits to a plan to sell the asset or disposal group,
(ii) the asset or disposal group is available for immediate sale in its present condition subject only to terms that are
usual and customary for sales of such assets or disposal groups, (iii) an active program to locate a buyer and other
actions required to compete the plan to sell the asset or disposal group have been initiated, (iv) the sale of the asset or
disposal group is probable, and transfer of the asset or disposal group is expected to qualify for recognition as a
completed sale within one year, except if events or circumstances beyond our control extend the period of time
required to complete the sale of the asset or disposal group beyond one year, (v) the asset or disposal group is being
actively marketed for sale at a price that is reasonable in relation to its current fair value, and (vi) actions required to
complete the plan indicate that it is unlikely that significant changes to the plan will be made or that the plan will be
withdrawn.

We measure an asset or disposal group that is classified as held for sale at the lower of its carrying value or fair value
less any costs to sell. Any loss resulting from this measurement is recognized in the period in which the held-for-sale
criteria are met. Conversely, gains are not recognized on the sale of a long-lived asset or disposal group until the date
of sale. We assess the fair value of a long-lived asset or disposal group less any costs to sell each reporting period it
remains classified as held for sale and report any subsequent changes as an adjustment to the carrying value of the
asset or disposal group, as long as the new carrying value does not exceed the carrying value of the asset at the time it
was initially classified as held for sale.

Upon determining that an asset or disposal group meets the criteria as held for sale, the Company ceases depreciation
and reports both long-lived assets and/or the current assets and liabilities of the disposal group, if material, in the line
item assets held for sale in our consolidated balance sheet. Refer to Note 3 below for further discussion.

Property and Equipment
Property and equipment are stated at cost and are depreciated using the straight-line method based on the following
estimated useful lives:

Years
Machinery 5
Computer equipment and software 3
Furniture and fixtures 7
Leasehold improvements *

*Leasehold improvements are amortized over the lesser of the term of the lease or the estimated useful life of the
related asset.

Expenditures for maintenance and repairs are charged to expense as incurred. When an asset is sold or otherwise
disposed of, we remove the cost and associated accumulated depreciation from the respective accounts and recognize
the resulting gain or loss in the Consolidated Statements of Operations and Comprehensive Income.

Property and equipment are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of such assets may not be recoverable. An impairment loss is recognized if the carrying amount of
the asset exceeds its fair value.

Goodwill
The excess of the purchase price over the fair market value of assets acquired and liabilities assumed in business
combinations is classified as goodwill. Goodwill is not amortized, although the carrying value is tested for

12
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impairment at least annually in the fourth fiscal quarter of each year, or more frequently if events or changes in
circumstances indicate that the asset may be impaired. Goodwill is tested for impairment at the product group level,
which is one level below the operating segment level.

Intangible Assets

Intangible assets, which are comprised primarily of trademarks, are stated at cost less accumulated amortization. For
intangible assets with finite lives, amortization is computed using the straight-line method over estimated useful lives,
typically ranging from 10 to 30 years.

Indefinite-lived intangible assets are tested for impairment at least annually in the fourth fiscal quarter of each year, or
more frequently if events or changes in circumstances indicate that the asset may be impaired. Intangible assets with
finite lives are reviewed for impairment whenever events or changes in circumstances indicate that their carrying
amounts may exceed their fair values and may not be recoverable. An impairment loss is recognized if the carrying
amount of the asset exceeds its fair value.

- 6-
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Debt Origination Costs

We have incurred debt origination costs in connection with the issuance of long-term debt. These costs are amortized
over the term of the related debt, using the effective interest method for our term loan facility and the straight-line
method for our revolving credit facility.

Revenue Recognition

Revenues are recognized when the following criteria are met: (i) persuasive evidence of an arrangement exists, (ii) the
selling price is fixed or determinable, (iii) the product has been shipped and the customer takes ownership and
assumes the risk of loss, and (iv) collection of the resulting receivable is reasonably assured. We have determined that
these criteria are met and the transfer of the risk of loss generally occurs when the product is received by the customer,
and, accordingly, we recognize revenue at that time. Provisions are made for estimated discounts related to customer
payment terms and estimated product returns at the time of sale based on our historical experience.

As is customary in the consumer products industry, we participate in the promotional programs of our customers to
enhance the sale of our products. The cost of these promotional programs varies based on the actual number of units
sold during a finite period of time. These promotional programs consist of direct-to-consumer incentives, such as
coupons and temporary price reductions, as well as incentives to our customers, such as allowances for new
distribution, including slotting fees, and cooperative advertising. Estimates of the costs of these promotional
programs are based on (i) historical sales experience, (ii) the current promotional offering, (iii) forecasted data, (iv)
current market conditions, and (v) communication with customer purchasing/marketing personnel. We recognize the
cost of such sales incentives by recording an estimate of such cost as a reduction of revenue, at the later of (a) the date
the related revenue is recognized, or (b) the date when a particular sales incentive is offered. At the completion of a
promotional program, the estimated amounts are adjusted to actual results.

Due to the nature of the consumer products industry, we are required to estimate future product returns. Accordingly,
we record an estimate of product returns concurrent with recording sales, which is made after analyzing (i) historical
return rates, (ii) current economic trends, (iii) changes in customer demand, (iv) product acceptance, (v) seasonality of
our product offerings, and (vi) the impact of changes in product formulation, packaging and advertising.

Cost of Sales

Cost of sales includes product costs, warehousing costs, inbound and outbound shipping costs, and handling and
storage costs. Warehousing, shipping and handling and storage costs were $10.5 million for the three months ended
June 30, 2016 and $8.7 million for the three months ended June 30, 2015.

Adpvertising and Promotion Costs

Advertising and promotion costs are expensed as incurred. Allowances for new distribution costs associated with
products, including slotting fees, are recognized as a reduction of sales. Under these new distribution arrangements,
the retailers allow our products to be placed on the stores' shelves in exchange for such fees.

Stock-based Compensation

We recognize stock-based compensation by measuring the cost of services to be rendered based on the grant-date fair
value of the equity award. Compensation expense is recognized over the period a grantee is required to provide
service in exchange for the award, generally referred to as the requisite service period.

Income Taxes

Deferred tax assets and liabilities are determined based on the differences between the financial reporting and tax
bases of assets and liabilities using the enacted tax rates and laws that will be in effect when the differences are
expected to reverse. A valuation allowance is established when necessary to reduce deferred tax assets to the amounts
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expected to be realized.

The Income Taxes topic of the Financial Accounting Standards Board (“FASB”) Accounting Standards Codification
(““ASC”) 740 prescribes a recognition threshold and measurement attributes for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return. The guidance only allows the recognition
of those tax benefits that have a greater than 50% likelihood of being sustained upon examination by the various
taxing authorities. As a result, we have applied such guidance in determining our tax uncertainties.

We are subject to taxation in the United States and various state and foreign jurisdictions.

We classify penalties and interest related to unrecognized tax benefits as income tax expense in the Consolidated
Statements of Operations and Comprehensive Income.

-7
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Earnings Per Share

Basic earnings per share is calculated based on income available to common stockholders and the weighted-average
number of shares outstanding during the reporting period. Diluted earnings per share is calculated based on income
available to common stockholders and the weighted-average number of common and potential common shares
outstanding during the reporting period. Potential common shares, composed of the incremental common shares
issuable upon the exercise of outstanding stock options and unvested restricted stock units, are included in the
earnings per share calculation to the extent that they are dilutive. In loss periods, the assumed exercise of
in-the-money stock options and restricted stock units has an anti-dilutive effect and therefore, these instruments are
excluded from the computation of diluted earnings per share.

Recently Issued Accounting Standards

In May 2016, the FASB issued Accounting Standards Update ("ASU") 2016-12, Revenue from Contracts with
Customers. The amendments do not change the core principle of the guidance in FASB ASC 606. Rather, the
amendments in this update affect only certain narrow aspects of FASB ASC 606. The effective date and transition
requirements for the amendments in this update are the same as the effective date and transition requirements of ASU
2014-09 described below. We are evaluating the impact of adopting this guidance on our Consolidated Financial
Statements.

In April 2016, the FASB issued ASU 2016-10, Revenue from Contracts with Customers. The amendments in this
update clarify the implementation guidance on identifying performance obligations and licensing in FASB ASC 606.
The effective date and transition requirements for the amendments in this update are the same as the effective date and
transition requirements of ASU 2014-09 described below. We are evaluating the impact of adopting this guidance on
our Consolidated Financial Statements.

In March 2016, the FASB issued ASU 2016-09, Improvements to Employee Share-Based Payment Accounting. The
amendments in this update involve several aspects of accounting for share-based payment transactions, including
income tax consequences, classification of awards, and classification on the statement of cash flows. For public
business entities, the amendments in this update are effective for annual periods beginning after December 15, 2016,
and interim periods within those annual periods. We are evaluating the impact of adopting this guidance on our
Consolidated Financial Statements.

In March 2016, the FASB issued ASU 2016-08, Revenue from Contracts with Customers. The amendments in this
update clarify the implementation guidance on principals versus agent considerations in FASB ASC 606. The
effective date and transition requirements for the amendments in this update are the same as the effective date and
transition requirements of ASU 2014-09 described below. We are evaluating the impact of adopting this guidance on
our Consolidated Financial Statements.

In February 2016, the FASB issued ASU 2016-02, Leases. The amendments in this update include a new FASB ASC
Topic 842, which supersedes Topic 840. The core principle of Topic 842 is that a lessee should recognize the assets
and liabilities that arise from leases. For public business entities, the amendments in this update are effective for fiscal
years beginning after December 15, 2018, including interim periods within those fiscal years. Early application is
permitted for all entities as of the beginning of interim or annual reporting periods. We are evaluating the impact of
adopting this guidance on our Consolidated Financial Statements.

In November 2015, the FASB issued ASU 2015-17, Balance Sheet Classification of Deferred Taxes. The amendments
in this update require that deferred tax liabilities and assets be classified as noncurrent in a classified statement of
financial position. The amendments in this update may be applied either prospectively to all deferred tax liabilities and
assets or retrospectively to all periods presented. For public business entities, the amendments in this update are
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effective for financial statements issued for annual periods beginning after December 15, 2016, and interim periods
within those annual periods. Early application is permitted for all entities as of the beginning of interim or annual
reporting periods. We are evaluating the impact of adopting this guidance on our Consolidated Financial Statements.

In July 2015, the FASB issued ASU 2015-11, Simplifying the Measurement of Inventory. The amendments in this
update more closely align the measurement of inventory in GAAP with the measurement of inventory in International
Financial Reporting Standards, under which an entity should measure inventory at the lower of cost or net realizable
value. Net realizable value is the estimated selling price in the ordinary course of business, less reasonably predictable
costs of completion, disposal, and transportation. For public business entities, the amendments are effective for fiscal
years beginning after December 15, 2016, including interim periods within those fiscal years. The adoption of ASU
2015-11 is not expected to have a material impact on our Consolidated Financial Statements.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers - Topic 606, which supersedes
the revenue recognition requirements in FASB ASC 605. The new guidance primarily states that an entity should
recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to

8-
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be entitled in exchange for those goods and services. In August 2015, the FASB issued ASU 2015-14, which deferred
the effective date of ASU 2014-09 from annual and interim periods beginning after December 15, 2016 to annual and
interim periods beginning after December 15, 2017. Earlier application is permitted only as of annual reporting
periods beginning after December 15, 2016, including interim periods within that reporting period. We are evaluating
the impact of adopting this guidance on our Consolidated Financial Statements.

2. Acquisitions

Acquisition of DenTek

On February 5, 2016, the Company completed the acquisition of DenTek Holdings, Inc. ("DenTek"), a privately-held
marketer and distributor of specialty oral care products. The closing was finalized pursuant to the terms of the merger
agreement, announced November 23, 2015, under which Prestige agreed to acquire DenTek from its stockholders,
including TSG Consumer Partners, for a purchase price of $228.3 million. The acquisition expands Prestige's portfolio
of brands, strengthens its existing oral care platform and increases its geographic reach in parts of Europe. The
Company financed the transaction with a combination of available cash on hand, available cash from its Asset Based
Loan revolver, and financing of an additional unsecured bridge loan. The DenTek brands are primarily included in the
Company's North American and International OTC Healthcare segments.

The DenTek acquisition was accounted for in accordance with the Business Combinations topic of the FASB ASC
805, which requires that the total cost of an acquisition be allocated to the tangible and intangible assets acquired and
liabilities assumed based upon their respective fair values at the date of acquisition.

We prepared an analysis of the fair values of the assets acquired and liabilities assumed as of the date of acquisition.
The following table summarizes our preliminary allocation of the assets acquired and liabilities assumed as of the
February 5, 2016 acquisition date.

February
(In thousands) 5.2016
Cash acquired $1,359
Accounts receivable 9,187
Inventories 14,304
Deferred income taxes 3,303
Prepaids and other current assets 6,728
Property, plant and equipment, net 3,555
Goodwill 76,529
Intangible assets, net 206,700
Total assets acquired 321,665
Accounts payable 3,261
Accrued expenses 16,488
Deferred income tax liabilities - long term 73,573
Total liabilities assumed 93,322
Total purchase price $228,343

Based on this preliminary analysis, we allocated $179.8 million to non-amortizable intangible assets and $26.9 million
to amortizable intangible assets. We are amortizing the purchased amortizable intangible assets on a straight-line basis
over an estimated weighted average useful life of 18.5 years. The weighted average remaining life for amortizable
intangible assets at June 30, 2016 was 18.2 years.

18



Edgar Filing: Prestige Brands Holdings, Inc. - Form 10-Q

We also recorded goodwill of $76.5 million based on the amount by which the purchase price exceeded the fair value
of the net assets acquired. Goodwill is not deductible for income tax purposes.

The pro forma effect of this acquisition on revenues and earnings was not material.
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3. Assets Held for Sale

Assets Held for Sale

Late in the first quarter of fiscal 2017, the Company was approached and discussed the potential to sell certain assets.
Prior to these discussions, the Company did not contemplate any divestitures, and the Company did not commit to any
course 