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Item 1.01. Entry into a Material Definitive Agreement.

     On October 18, 2010, Big 5 Corp. (the “Company”), a wholly-owned subsidiary of Big 5 Sporting Goods Corporation (the “Parent”), Big 5 Services
Corp., a wholly-owned subsidiary of the Company (“Big 5 Services” and, together with the Company, the “Borrowers”), and the Parent (together with the
Borrowers, the “Obligors”), entered into a Credit Agreement (the “Credit Agreement”) with, among others, Wells Fargo Bank, National Association (“Wells
Fargo”), as Administrative Agent and Collateral Agent and Swing Line Lender, and the other lenders party thereto.

     The Company borrowed $67.4 million under the Credit Agreement on October 18, 2010 and used the proceeds from such borrowing to, among other
things, repay all of its outstanding indebtedness under its existing financing agreement with The CIT Group/Business Credit, Inc., as agent for itself and other
lenders party thereto, and terminate all commitments to lend and other obligations thereunder (other than obligations such as indemnification obligations,
which by the terms of the financing agreement continue after the termination of the financing agreement), and all liens securing obligations thereunder were
released.

     Availability

     The Credit Agreement provides for a revolving credit facility (the “Credit Facility”) with an aggregate committed availability of up to $140 million, which
amount may be increased at the option of the Company up to a maximum of $165 million. The Company may also request additional increases in aggregate
availability, up to a maximum of $200 million, in which case the existing lenders under the Credit Agreement will have the option to increase their
commitments to accommodate the requested increase. If such existing lenders do not exercise that option, the Company may (with the consent of Wells Fargo,
not to be unreasonably withheld) seek other lenders willing to provide such commitments. The Credit Facility includes a $50 million sublimit for issuances of
letters of credit and a $20 million sublimit for swingline loans.

     The Company may borrow under the Credit Facility from time to time, provided the amounts outstanding will not exceed the lesser of the then aggregate
availability (as described above) and the Borrowing Base (such lesser amount being referred to as the “Loan Cap”). The “Borrowing Base” generally is
comprised of the sum, at the time of calculation of (a) 90% of eligible credit card accounts receivable of the Borrowers; plus (b)(i) during the period of
September 15 through December 15 of each year, the cost of eligible inventory of the Borrowers, net of inventory reserves, multiplied by 90% of the
appraised net orderly liquidation value of eligible inventory (expressed as a percentage of the cost of eligible inventory); and (ii) at all other times, the cost of
eligible inventory of the Borrowers, net of inventory reserves, multiplied by 85% of the appraised net orderly liquidation value of eligible inventory
(expressed as a percentage of the cost of eligible inventory); plus (c) the lesser of (i) the cost of eligible in-transit inventory of the Borrowers, net of inventory
reserves, multiplied by 85% of the appraised net orderly liquidation value of eligible in-transit inventory (expressed as a percentage of the cost of eligible in-
transit inventory) of the Borrowers, or (ii) $10,000,000, minus (d) certain reserves established by Wells Fargo in its role as the Administrative Agent in its
reasonable discretion.

     Interest and Letter of Credit Fees

     Generally, the Borrowers may designate specific borrowings under the Credit Facility as either base rate loans or LIBO rate loans, except that swing line
loans may only be designated as base rate loans. In
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each case, the applicable interest rate will be a function of the daily average, over the preceding fiscal quarter, of the excess of the Loan Cap over amounts
outstanding under the Credit Facility (such amount being referred to as the “Average Daily Excess Availability”).

     Those loans designated as LIBO rate loans shall bear interest at a rate equal to the then applicable LIBO rate plus an applicable margin as shown in the
table below.

     Those loans designated as base rate loans shall bear interest at a rate equal to the applicable margin for base rate loans (as shown below) plus the highest of
(a) the Federal funds rate, as in effect from time to time, plus one-half of one percent (0.50%), (b) the LIBO rate, as adjusted to account for statutory reserves,
plus one percent (1.00%), or (c) the rate of interest in effect for such day as publicly announced from time to time by Wells Fargo as its “prime rate”.

     The applicable margin shall be as set forth for Level II in the table below from October 18, 2010 through January 2, 2011. Thereafter, the applicable
margin for all loans will be as set forth below as a function of Average Daily Excess Availability for the prior fiscal quarter.
           
  Average Daily  LIBOR  Base Rate
Level  Excess Availability  Applicable Margin  Applicable Margin

I  Greater than 50% of the Loan Cap   2.00%   1.00%
II  Less than or equal to 50% of the Loan Cap   2.25%   1.25%

     Letters of credit fees shall be payable on the maximum amount available to be drawn under each outstanding letter of credit at a rate per annum equal to
(a) with respect to standby letters of credit, the applicable margin (as shown above) from time to time applicable to LIBO rate loans, and (b) with respect to
documentary (commercial) letters of credit, the applicable margin (as shown above) from time to time applicable to LIBO rate loans less 0.50%. Such fees
will be payable quarterly in arrears.

     If any amount payable under the Credit Facility is not paid when due (without regard to any applicable grace periods), whether at stated maturity, by
acceleration or otherwise, such amount shall thereafter generally bear interest at a default rate equal to the interest rate otherwise applicable plus 2% per
annum. So long as any other event of default exists, the lenders have the right to raise the applicable interest rate on all outstanding amounts to the above
described default rate.

     Maturity; Prepayment

     All amounts outstanding under the Credit Facility will mature and become due on October 18, 2014.

     The Borrowers may prepay any amounts outstanding at any time, subject to payment of certain breakage and redeployment costs relating to LIBO rate
loans. The commitments under the Credit Facility may be irrevocably reduced or terminated by the Borrowers at any time without premium or penalty.
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     If at any time the aggregate amount of the loans outstanding under the Credit Facility, together with letters of credit, exceeds the Loan Cap as of that date,
then the Borrowers must immediately repay loans and, if necessary thereafter, cash collateralize letters of credit in an aggregate amount equal to such excess.

     General

     The Credit Agreement contains covenants that limit the ability of the Obligors to, among other things: (i) incur liens; (ii) incur additional indebtedness;
(iii) transfer or dispose of assets; (iv) merge, consolidate or alter their line of business; (v) guarantee obligations; (vi) pay dividends or make other
distributions or repurchase its stock; and (vii) make advances, loans or investments.

     In addition, if at any time the excess of the Loan Cap over amounts outstanding under the Credit Facility (the “Excess Availability”) falls below 12.5% of
the Loan Cap, the Borrowers must maintain a minimum consolidated fixed charge coverage ratio (as defined in the Credit Agreement), calculated monthly on
a trailing twelve months basis, of not less than 1.0:1.0, until such time as Excess Availability has equaled or exceeded 12.5% of the Loan Cap at all times for
sixty (60) consecutive calendar days.

     The Credit Agreement contains customary events of default, including, without limitation, failure to pay when due principal amounts in respect of the
Credit Facility; failure to pay any interest or other amounts under the Credit Facility for 5 days after becoming due; failure to comply with certain agreements
or covenants contained in the Credit Agreement; failure to satisfy certain judgments against the Company; failure to pay when due (or any other default which
does or may lead to the acceleration of) certain other material indebtedness in principal amount in excess of $5 million; and certain insolvency and
bankruptcy events.

     Obligations under the Credit Facility are secured by a general lien and security interest in substantially all of the assets of the Obligors, including accounts
receivable, documents, equipment, general intangibles and inventory. The Parent has guaranteed the obligations of the Borrowers under the Credit Facility.

     The terms of the Credit Agreement were established in an arms-length negotiation in which Wells Fargo acted as agent for the various lenders. There are
no material relationships between the Agent and the other lenders under the Credit Agreement and the Parent or the Borrowers, other than that certain lenders
under the Credit Agreement were lenders under the Borrowers’ prior financing agreement and certain lenders or their affiliates now provide, and may in the
future provide, cash management and other services to the Company. The Agent will receive customary fees in connection with its services as agent under the
Credit Agreement.

     The above description of the Credit Agreement does not purport to be a complete statement of the parties’ rights and obligations under the Credit
Agreement and is qualified in its entirety by reference to the Credit Agreement, which the Company expects to file with its next Quarterly Report on Form
10-Q. Any information disclosed in this Current Report on Form 8-K or the exhibits hereto shall not be construed as an admission that such information is
material.

Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

     To the extent applicable, the contents of Item 1.01 above are incorporated into this Item 2.03 by this reference.
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Item 7.01. Regulation FD Disclosure

     On October 19, 2010, the Parent issued a press release regarding the execution of the Credit Agreement, a copy of which is furnished as Exhibit 99.1 to
this report.

Item 9.01. Financial Statements and Exhibits.

 (c)  Exhibits.
   
Exhibit No.  Description
   
99.1  Press Release, dated October 19, 2010
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SIGNATURES

     Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
       
  BIG 5 SPORTING GOODS CORPORATION
  

 

(Registrant)     
       
Date: October 19, 2010       
       
  /s/ Barry D. Emerson     
  

 
    

  Barry D. Emerson     
 

 
Senior Vice President, Chief Financial Officer and
Treasurer  

 
 

 

 



Exhibit 99.1

Contact:
Big 5 Sporting Goods Corporation
Barry Emerson
Sr. Vice President and Chief Financial Officer
(310) 536-0611

ICR, Inc.
John Mills
Senior Managing Director
(310) 954-1105

BIG 5 SPORTING GOODS CORPORATION ANNOUNCES ENTRY INTO NEW
CREDIT AGREEMENT

EL SEGUNDO, Calif., October 19, 2010 — Big 5 Sporting Goods Corporation (NASDAQ: BGFV), a leading sporting goods retailer, today announced it has
entered into a new credit agreement, arranged by Wells Fargo Capital Finance, with Wells Fargo Bank, as Administrative Agent and Collateral Agent, Bank
of America, as Documentation Agent, PNC Bank and Union Bank.

The new credit agreement provides for a revolving credit facility with aggregate availability of up to $140 million, which amount may be increased at the
option of the Company up to a maximum of $165 million. The Company may also request additional increases in aggregate availability, which the lenders
have the option to provide, up to a maximum of $200 million. The credit facility includes a $50 million sublimit for the issuance of letters of credit and a
$20 million sublimit for swingline loans. In each case, the availability will be subject to a borrowing base calculation under the agreement.

Loans under the new credit facility will bear interest based on LIBO rates or a specified base rate (generally Wells Fargo’s prime rate), plus a margin that is
determined based on the remaining availability under the credit line. The margin for LIBO rate loans ranges from 2.00% to 2.25%, and the margin for base
rate loans ranges from 1.00% to 1.25%.

The Company used the proceeds from the initial borrowings under this new credit facility to repay in full all of its outstanding indebtedness under its prior
financing agreement with The CIT Group/Business Credit, Inc. and a syndicate of other lenders.

“We are pleased with the terms of the new credit facility and believe they reflect the strength of our business model and strong cash flow,” said Barry
Emerson, the Company’s Chief Financial Officer. “We feel this facility, along with our healthy financial condition, will

 



 

provide our business with financial flexibility to support continued long-term growth. We are fortunate to have partnered in this effort with such a solid bank
group, led by the experience and resources of Wells Fargo Capital Finance.”

The initial termination date of the new credit facility is October 18, 2014. The Company will be filing with the Securities and Exchange Commission a
Current Report on Form 8-K, which will include additional details about the agreement.

About Big 5 Sporting Goods Corporation

Big 5 is a leading sporting goods retailer in the western United States, operating 391 stores in 12 states under the “Big 5 Sporting Goods” name. Big 5
provides a full-line product offering in a traditional sporting goods store format that averages 11,000 square feet. Big 5’s product mix includes athletic shoes,
apparel and accessories, as well as a broad selection of outdoor and athletic equipment for team sports, fitness, camping, hunting, fishing, tennis, golf,
snowboarding and in-line skating.

Except for historical information contained herein, the statements in this release are forward-looking and made pursuant to the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. Forward-looking statements involve known and unknown risks and uncertainties and other factors that may
cause Big 5’s actual results in current or future periods to differ materially from forecasted results. Those risks and uncertainties include, among other things,
continued or worsening weakness in the consumer spending environment and the U.S. financial and credit markets, the competitive environment in the
sporting goods industry in general and in Big 5’s specific market areas, inflation, product availability and growth opportunities, seasonal fluctuations,
weather conditions, changes in cost of goods, operating expense fluctuations, disruption in product flow, changes in interest rates, credit availability, and
higher costs associated with sources of credit resulting from uncertainty in financial markets and economic conditions in general. Those and other risks and
uncertainties are more fully described in Big 5’s filings with the Securities and Exchange Commission, including its Annual Report on Form 10-K/A for the
fiscal year ended January 3, 2010 and Quarterly Report on Form 10-Q for the fiscal quarter ended July 4, 2010. Big 5 conducts its business in a highly
competitive and rapidly changing environment. Accordingly, new risk factors may arise. It is not possible for management to predict all such risk factors, nor
to assess the impact of all such risk factors on Big 5’s business or the extent to which any individual risk factor, or combination of factors, may cause results
to differ materially from those contained in any forward-looking statement. Big 5 undertakes no obligation to revise or update any forward-looking statement
that may be made from time to time by it or on its behalf.

# # #

 


