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AucusT

Cabela's SLA (Super Large Asbor) fly
reel is named Best of the Best by Field &

Stream magazine.

Cabela's cnters a dealer agreement with
Kawasaki. allowing Cabela’s to offer AT Vs

and Mule utility vehicles at select retail stores,

Cabela's opens its second store of the year in
Boise, Idaho.

SEPTEMBER

Cabela's opens its third stare of the year,
and 1ts second in Wisconsin, in Richfield, a
suburb of Milwaukee.

OcTOBER

Dick Cabela, cofounder and Chairman
of the Board of Cabela's, is inducted into
the Direct Marketing Association Hall of
Fame. The DMA Hall of Fame henors
direct-marketing professionals’ outstanding
career contributions to the practice, growth
and stature of the directmarketing discipline.

NOVEMBER

Cabela’s opens its fourth store of 2006 in
La Vista, Nebraska, a suburb of Omaha.
Cabela’s now operates 18 retail stores
throughout the United States.

DECEMBER

A strong fourth quarter propels Cabela's
to a recotd-breaking year, as the company
exceeds $2 billion in sales. Total revenue for
fiscal 2006 increased 14.7% 1o $2.06 billion
compared to $1.80 billion in fiscal 2005,
and net icome increased 18.2% to a record
$85.8 million compared to $72.6 million in
the prior year.

Cabela’s ends the year with plans to open
eight retail stores in 2007.
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YEAR IN KEVIEW

January
Cabela’s begins 2006 with the rollout of

several new initiatives intended to tmprove
operating cfficiencies across all channels.
These initiatves include an intensive sales
training and product knowledge program
for sales-related employces, the replacement
order/purchase  fulfillment
systems with a new replenishment system
and implementation of Plan-O-Gramming
software to improve the metchandising
process for Cabela's retail stores.

FEBRUARY

Cabela’s sells $215 million of senior notes in

of existing

a private placement to qualified institutional
buyers. Proceeds from the offering were
retaal  store

used for expansion,

including capital expenditures, purchase of

new

economic development bonds and general
corporate purposes.

MARCH

Cabela's is honored with the 2006 Grace
Abbott Award, presented by the Nebraska
Children
exceptional service and commitment to
helping Nebraska children and families.
Criteria for the business award also include
a commitment to helping employees balance
work and family life.

World's Foremost Bank celebrates the five-
year anniversary of its founding. Starting in
2001 with only 97 employees, WEB has
grown to 485 employees.

and Pamilies Foundation, for

APRIL
The U.S. Sportsmcn's Alliance unveils the
Cabela Lifetime Business Achievement

Award, which will honor future contributors
to America’s sporting heritage while honoring
Jim, Dick and Mary Cabela, cofounders
of Cabela's.

CABELA’S 2006 ANNUAL REPORT

May

Cabela's partners with U.5. Bank to
intraduce the Cabela's Visa Check Card,
which rewards cardholders with Cabela's
points for signature {non-PIN) based
purchases. These points are then redeemable
for merchandise at Cabela's.

Jury

Cabela's opens its first store of the year in
Glendale, Arizona, a suburb of Phoenix.

Cisco Systems announces a benchmark
study of new trends in enline shopping sites.
Cabela's earns high marks for best shopping
experience, edging out other retail giants such

as Best Buy, Costco, Target and Wal-Mart.

Cabela's is presented the Take Me Fishing
Retatler of the Year award by the American
Sportfishing Assoctation and the Recreational
Boating and Fishing Foundation.

Cabela's® is the world's largest direct marketer, and a leading specialty retailer, of hunting, fishing, camping and related

outdoor merchandise. Since our founding in 1961, Cabela’s has grown to become one of the most wellknown outdoor

recreation brands in the world, and has long been recognized as the World's Foremost Outfitter®. Through our well-

established direct business and our growing number of destination retail stores, we offer a wide and distinctive selection of

high-quality outdoor products at competitive prices while providing superior customer service. We also issue the Cabela’s
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LETTER TO SHAREHOLDERS

Dear Cabela's Shareholders:

Congratulations! You are part of our $2
billion company. We had a tremendous
year in 2006, reaching $2.06 billion in
- total revenue. This impoertant milestone is
the result of our successful multichannel
retailing model, which continues to provide
a significant advantage no competitor
¢an match.

In fiscal 2006, we earned a record $85.8
., million, or $1.29 per diluted share, as
compared to $72.6 million, or $1.10 per
diluted share, in fiscal 2005. Total revenue
for 2006 increased 14.7% to $2.06 billion.
Revenue from our direct business (catalog
and Internet) increased a solid 4.2% to $1.09
billion, primarily due to growth in sales
through our website, Cabelas.com. Retail
revenue increased 32.3% to $820.3 million,
Ted by the opening of four new stores as well
as a 1.3% increase in'‘comparable store sales.
Financial services revenue increased 29.9%
for the year as we continued to grow our
Cabela’s CLUB Visa credit card business.
It is important to note that over half of
our new credit card accounts are originated
from our retail stores. Additionally, in fiscal
2006, 20.3% of our merchandise sales were
generated by customers using their Cabela’s

CLUB Visa credit card.

The past year was a banner one for Cabela's
in other ways. For one, we opened four new
destination retail stores, bringing our total
store count to 18. I am proud to say all these
stores opened on schedule and we are very
pleased with their initial performance.

Qur Cabelas.com website received very
high marks in a Cisco Systems benchmark
study for “best shopping experience,”
edging out other top retailers. More
recently, a Business Week magazine
special report ranked the top 25 Customer
Service Champs in the country, and, not
sutprisingly, Cabela’'s was among them,
ranked 15th. Qur high rankings in both
studies are great examples of the success
we had in 2006 and, as shareholders, you
should be pleased to hear these rankings.

As for operational milestones, we
spent considerable time during the year
implementing new technology initiatives to
further improve our operations, including:

. Imp]ementing 4 new Wa.fehousﬂ
management system in out distribution
centers. In 2007, we will complete the
installation of this system resulting in
improved inventory tracking and
order fulfillment. '

* Installing a new replenishment system
for our distribution centers and retail
stores. We look forward to improved
inventory levels at our distribution
centers and retail stores in the second

half of 2007 as we add vendors
to the system.

* Installing the first phase of JDA's
merchandise management system. This
system allows us to better support our
multi-channel business. We will be
working on the installation of the final
phase throughour 2007.

* Installing a new learning management
system for outfitters in our retail stores.
This system will help our outfitters gain
a greater understanding of the products
we offer, and we expect it to increase
sales and enhance customer service.

During the coming year, we will continue
to work on these and other importa.nt
initiatives to maximize the efficiency of our
operations and improve operating margins.

In closing, I can assure you that all of us at
Cabela’s are excited about reaching the $2
billion revenue mark, but consider it just
that, a mark we have passed on the way
to bigger and better things. We remain
determined to achieve our goals through
growth and superior customer service while

temaining committed to the values instilled
by our founders Jim and Dick Cabela.

As Jim and Dick have done for the past
46 years, | would like to give credit for our
incredible growth to our employees who
come to work every day ready and willing
to give 100 percent. Because of them
- and our reputation for quality, selection,
service and value — we will continue to
increase our matket share and maximize
shareholder value.

Thank you for believing in us.
Sincerely,

Lt
Dennis Highby
President and Chief Executive Officer -

Dennis Highby and Ruby, his 8~week-old
man Wiredhaired Pointer, on her first
“South:Dakota pheasant hunt.
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PART I .
ITEM 1. BUSINESS

Special Note Regarding Forward-Looking Statements

This report contains “forward-looking statements™ that are based on our beliefs, assumptions and expectations
of future events, taking into account the information currently available to us. All statements other than statements
of current or historical fact contained in this report are forward-looking statements within the meaning of the
Private Securities Litigation Reform Act. The words “believe,” “may,” “should,” “anticipate,” “estimate,” “expect,”
“intend,” “objective,” “seek,” “plan,” and similar statements are intended. to identify forward-looking statements.
Forward-looking statements involve risks and uncertainties that may cause our actual results, performance or
financial condition to differ materially from the expectations of future resuits, performance or financial condition
we express or imply in any forward-looking statements. These risks and uncertainties include, but are not limited to:
the ability to negotiate favorable purchase, lease and/or economic development arrangements; expansion into new
markets, market saturation due to new destination retail store openings; the acceleration of new destination retail
store openings; the rate of growth of general and administrative expenses associated with building a strengthened
corporate infrastructure to support our growth initiatives; increasing competmon in the outdoor segment of thé
sporting goods industry; the cost of our products; supply and delivery shortages or interruptions caused by system
changes or other factors; adverse weather conditions, unseasonal weather conditions which impact the demand
for our products; fluctuations in operating results; adverse economic conditions causing a decline in discretionary
consumer spending; the cost of fuel increasing; delays in road construction and/or traffic planning around our new
destination retail stores; road-construction around our existing destination retail stores; labor shortages or increased
labor costs; changes in consumer preferences and demographic trends; increased government regulation; inadequate
protection of our intellectual property; decreased interchange fees received by our financial services business as a
result of credit card industry litigation; other factors that we may not have currently identified or quantified; and
other risks, relevant factors and uncertainties identified in the “Risk Factors” section of this report. Given the risks
and uncertainties surrounding forward-looking statements, you should not place undue reliance on these statements.
Our forward-locking statements speak only as of the date of this report. Other than as required by law, we undertake
no obligation to update or revise forward- lookmg statements, whether as a result of new information, future events
or otherwise.

LY

Overview

We are the world’s largest direct marketer, and a leading specialty retailer, of hunting, fishing, camping and
related outdoor merchandise. Since our founding in 1961, Cabela’s has grown to become one of the most well-known
outdoor recreation brands in the world, and we have long been recognized as the World's Foeremost Outfitter. Through
our well-established direct business and our growing number of destination retail stores, we believe we offer the
widest and most distinctive selection of high-quality outdoor products at competitive prices while providing superior
customer service. We also issue the Cabela’s CLUB Visa® credit card, which serves as our primary customer loyalty
rewards program. - o

" We were initially incorporated as a Nebraska corporation in 1965 and were reincorporated as a Delaware
.corporation in January 2004. In June 2004, we completed our initial public offering of commeon stock. Our common
stock is listed on the New York Stock Exchange under the symbol “CAB.”

Direct Business

Our direct business uses catalogs and the Internet as marketing tools to generate sales orders via the Internet,
telephone and mail. Qurdirectbusiness generated $1,088.5 millioninrevenue in fiscal 2006, representing approximately
57.0% of our total revenue from our direct and retail businesses. See Note 17 to our consolidated financial statements
and our “Management’s Discussion and Analysis of Financial Condition and Results of Operanons for additional
financial mf‘ormanon regarding our direct business.




We have been marketing our products through our-print catalog distributions to our customers and potential
customers for over 45 years. We believe that our catalog distributions have been one of the primary drivers of the
growth of our goodwill and brand name recognition and serve as an important marketing tool for our destination
retail stores. In fiscal 2006, we mailed more than 135 million catalogs with 86 separate titles to all 50 states and to
more than 170 countries. Qur general catalogs range from 300 to 1,450 pages-and our specialty catalogs range from
30 to 240 pages. Our specialty catalogs offer products focused on one outdoor activity, such as fly fishing, archery
or waterfowl.

We use the customer database generated by our direct business to ensure that customers receive catalogs
matching their merchandise preferences, to identify new customers and to cross-sell merchandise to existing
customers. The costs of providing our catalogs continue to increase as postage and printing prices increase. We
utilize our marketing knowledge base to determine optimal circulation strategies to decrease our catalog costs while
continuing to grow our business.

We also market our products through our website which has a number of features, including product information
and ordering capabilities and general information on the outdoor lifestyle. This cost-effective medium is designed to
offer a convenient, highly visual, user-friendly and secure onlme shopping option for new and existing customers. In
addition to the ability to order the same products available in our catalogs, our website gives customers the ability o
purchase gift certificates, research outdoor activities, purchase rare and highly specialized merchandise, and choose
from other services we provide. The number of visits to our website increased by 32.1% in fiscal 2006 compared
to fiscal 2005. Our website was the most visited sports and fitness website in fiscal 2006 according to Hitwise
Incorporated, an online measurement company.

Many of our customers read and browse our catalogs, but order products through our website. Based on our
customer surveys, we believe that our customers wish to continue'to receive catalogs even though they purchase
merchandise and services through our website. Accordingly, we remain committed to marketing our- products
through our catalog distributions and wew our catalogs and the lnternel as a unified selling and marketing tool.

We have acquired sefected other businesses that comprise a part of our direct business WhICh we belleve are
an extension of our core competencies. These businesses include Dunn’s, which offers huntmg-dog equipment ; and
high-end hunting accessories, Van Dyke’s Restorers, which offers home restoration products, Van Dyke’s Taxldermy,
which offers taxidermy supplies, Antique Home and Hardware, which offers home decorating items, Wild Wings,
which offers wildlife prints and other collectibles, and the Ducks Unlimited catalog, which offers waterfowl products.
In 1996, we acquired the assets of the Gander Mountain direct business and integrated them into our business.

Retail Business . t

We currently operate 18 destination retail stores in twelve states. Qur retail operations generated $820.3 million
in revenue in fiscal 2006 representing 43.0% of our total revenue from our direct and retail businesses. See Note 17
to our consolidated financial statements and our “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” for additional financial information regarding our retail business.

v

Store Format and Atmosphere. We have developed a destination retail store concept that is designed to appeal
to the entire family and draw customers from a broad geographic and demographic range. Our destination retail
stores range in size from 35,000 to 247,000 square feet and our large-format destination retail stores are 150,000
square feet or larger. Our large-format destination retail stores have been recognized in some states as one of
the top tourist attractions, often attracting the construction and development of hotels, restaurants and other retail
establishments in areas adjacent to these stores. The large size of our destination retail stores allows us to offer a
broad selection of products, helps to provide us with flexibility to respond 1o seasonal needs and merchandise trends
and enables us to manage the flow of customer traffic.

Our large-format destmatlon retail stores are des1gned to simulate an outdoor llfestyle environment by mcludmg
numerous amenities and interactive areas so that customers can test our products before makmg a purchase decision.
These attributes differentiate our destination retail stores making them appeal to entire families and we belleve
increase the average shopping time customers spend in our stores. The design, durability and styte of our destination
retail stores also allow us to keep our remodeling costs low.




New Store Site Selection. We have identified locations that may be suitable for new destination retail stores -

as part of-our retail expansion strategy. With only 18 destination rétail stores in operation at the present time, we
believe opening additional destination retail stofes provides a significant growth opportunity. Through our extensive
customer database generated by our direct business and additional demographic and competitive research; we
can identify geographic areas with a hlgh concentration of customers that represent potential new markets for our
destination retail stores. We bcheve that there are many additional markets throughout North America that could
potentrally support one of our large format destmatlon retail stores. We also believe that our customer database
gives us a competmve advantage in tarlormg product offerings in each of our destination retail stores to reflect our

customers’ regronal preferences. Addltronally, we beheve that smaller format destination retall stores provide further

opportunities for future retail expansron . . y

We -successfully opened four destination. retall stores in 2006, increasing our total retail square footage by
607,537 feet or 29%. Our four destination retail stores opened in-2006 are’located in Glendale, Arizona, Boise;
Idaho, Richfield, Wisconsin and LaVista, Nebraska. We have begun locating our stores closer to major metropolitan
areas to make our stores easier to reach for more of our customers. ’

7

* 'Store Locations and Ownership. We currently own 17 of our'18'destination retail stores, However, in connection
with some of the economic development packages received from state:or local governments where our stores are
located; we have entered into agreements grantinig'ownership of the taxidermy, diorama or other portions of our
stores to these state and local'governments.- See Itei 2=*“Properties” for a listing of locations of our stores.

[ R ' L e voous T . Tt
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We offer our customers a comprehensive selection of high-quality, competitively priced, national and regional

brand products, including our own Cabela’s‘brand. Our product-offering includes hunting, fishing and marine,

camping merchandise, casual and outdoor apparel and footwear; optlcs vehicle accessories; taxidermy products

grfts ‘and home furnishings with an outdoor theme and furniture restoratlon related merchandise. s

\
r

" As of fiscal year end 2006, we had 48 product categortes whlch we have combmed into five general product
categories that are summarized below. The following chart sets forth the percentage of revenue contributed by each
of the five product categories for our direct and retail businesses and in total in fiscal years 2006, 2005 and 2004.

. Direct L .. .Retail . . Total
2006 2005 2004 2006 2005 . 2004 -._2006 2008 2004

Hunting Equipment ., . 27.1%  264% _ 266% . 35.6% . 338%  322% .30.7% .. 29.1% 28.4%

.o

Fishing & Marine . . . .. 12.5% 12.5% 12. 4% 16.7%  160% "16.2% 14.3% 13.8%,. 13.7% °

Camping Equrpment . 14.8% 14.8%  143% 12.1%  12.0% 11.1% 13.7% 13.8% 13.2%
Clothing & Footwear .. 36.7%  37.4% 382%  29.1%  31.5% ,34 2%  335% 35 2% 36, 9%
Gifts & Furnishings ... 8.9%  8.9%  85%  635% ' 67%  63% . 78%  81% 8%

Hunting equipment.- We provide equipment, -accessories and consumable supplies for almost every type
of hunting and sport shooting. Our hunting ‘products. are supported by services such.as gun bore sighting, scope
mounting and bow tuning to serve the complete needs of our customer. We also provide items necessary for. the

completion of any taxidermy ]Jl’O_]eCt through Van Dyke’s Taxidermy. .

Fishing and marine equmem We provide products for fresh water fishirig, ﬂy-ﬂshmg, salt water fishmg and
ice-fishing. In addition, out fishing and marine equipmient offermg features a wrde selection of clectromcs boats and
accessories, canoes, kayaks and other floatation accessories.

Camping equipment. We primarily focus on outdoor gear for the outdoor enthusiast, augmented with gear for
family camping and the weekend hiker. In addmon we mclude all terram vehicles (“ATVS”) as well as accessorles
for automobrtes anid ATVs'in this general category '

v .
N r

. Clothing and Jootwear. Our clothing and .footwear merchandise includes both technical gear and hfestyle
apparel and footwear for the active outdoor enthusiast as well as apparel and footwear for the casual customer: . .




. Gifts and home furnishings. Our gifts and home furnishings merchandise includes gifts, games, food
assortments, books, jewelry, restoration products and home furnishings with an outdoor theme. Qur home restoration
products, distributed by Van Dyke’s Restorers, include unusual and hard-to-find anthue furniture and vintage home
restoration supplies.

Cabela’s Branded Products. In addition to national brands, we offer our ‘exclusive Cabela’s branded merchandlse
We have a significant penetration of Cabela s branided meérchandise in casua] apparel and footwear as well as in
selected hard godds categories such as campmg, fishing and optics. Where posmble we seek to protect our Cabela’s
branded prodiicts by applying for trademark or patent protection for these products. Our Cabela’s branded products
typically generate higher gross profit marginis compared to our other brandéd products. In fiscal 2006 our Cabela’s
branded merchandise accounted for approximately 37% of our merchandise revenue. By having dn appropnate mix
of Cabela’s branded and other branded merchandise, we strive to meet the expectations and needs of our customers
and expand the recognition of the Cabela’s brand. | A

Marketing S : - I ) b

- Our marketing strategy focuses on using our multi-channel modelsto build the strength and recognition of
our brand by communicating our wide and distinctive offering of quality products to our customers and potential
customers in a cost effective manner. Our largest marketing effort consists of distributing over 135 million catalogs
annually in order to attract customers to our direct and retail businesses. We have also established our website to
market our products to customers and potential customers who shop via the Internet. We use both our catalogs and
our website to cross-market our destination retail stores. Our marketing strategy is designed to convey our outdoor
11festyle image, enhance our brand and emphasize our posmon in our target markets.

- . A 7

In addmon to the use of our catalogs-and our website, we also use a combmatlon of promotional events,
traditional advertising and media programs as marketing tools, We sponsor numerous fishing tournaments; engage
in promotional activities related to Professional Bull Riding, or “PBR;” as well as sponsoring Pheasants Forever, the
National Wild Turkey Federation, Ducks Unllmlted Delta Waterfowl, the Rocky Mountain Elk Foundatlon and other
conservatlon act1v1t1es

Competition

We compete in a number of large and hnghly fragmented and intensely competitive markets, including the
outdoor recreation and casul apparel and footwear markets. The outdoor recreation market is comprised of several
categories including hunting, fishing and w1ld11fe watching, and we believe it crosses over a wide range of geographlc
and demographlc segmems ‘

We compete dlrectly or indirectly with' other broad line merchants, large-format sporting goods stores and
chains, mass merchandisers, warehouse clubs, discount stores and department stores, small specxalty retallers and
catalog and Internet-based retailers,

- We believe that we compete effectively with our competitors on the basis of our wide and distinctive merchandise
selection- and the superior customer service associated with the' Cabela’s brand, as well as our commitment to
understanding and providing merchandise that is relevant to our targeted customer base. We cater to’'the outdoor
enthusiast and the casual customer, and believe we have an appealing store environment. We also believe that our
multi-channel model enhances our abitity to compete by allowing our customers to choose the most convenient sales
channel This model also allows us to reach a broader audlence in existing and new markets and to continue to bu11d
on our nationaily recognized Cabela’s brand.

’ i

Customer Service ' : . . o .

" Since our founding in 1961, we have been decp]y committed to SErving our customers by selling high-quality
products through sales associates that deliver excellent customer service and in-depth product knowledge. We strive
to provide superior customer service at the time of sale and after the sale through our 100-percent money-back
guarantee. Qur customers can always access well-trained, knowledgeable associates.to answer their product use and




merchandise selection questions. We believe that our ability to establish and maintain long-term relationships with
our customers and encourage repeat visits and purchases is due, in part, to the strength of our customer support and
service operations. : ’

Financial Services Business . : ) .

" Through our wholly-owned subsidiary, World’s Foremost Bank, we issue and manage the Cabela’s CLUB
Visa card and related customer loyalty rewards program. We believe the Cabela’s CLUB Visa card loyalty rewards
program is an effective vehicle for strengthening our relationships with our customers, enhancing our brand name
and increasing our merchandise revenue. The primary purpose of our financial services business is to provide our
merchandise customers with a rewards program that will enhance revenue, profitability and customer loyalty in our
direct and retail businesses. '

Our bank subsidiary is an FDIC-insured, special purpose, Nebraska state-chartered bank. Our bank’s charter is
limited to issuing credit cards and selling brokered certificates of deposit of $100,000 or more and it does not accept
demand deposits or make non-credit card loans. During fiscal 2006, we had an average of 853,187 active accouqts
with an average balance of $1,591. See Note 17 to our consolidated financial statements and our “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” for financial information regarding our
financial services business.

The Cabela’s CLUB Visa card loyalty program is a rewards-based credit card program, which we believe
has increased brand loyalty among our customers and has helped reduce customer attrition in our merql{aﬁdising
businesses. Qur rewards proéram is a simple loyalty program that allows customers 1o earn points whenever and
wherever they use their credit card and then redeem earned points for products and services through our direct
business or at our destination retail stores. Our rewards program is integrated into our store point of sale’ system
which adds to the convenience of the rewards program as our employees can inform customers of their number of
acqumhlated points when making purchases at our stores. . ) e

Financial Services Marketing. We adhere to a low cost, efficient and tailored credit card marketing program
that leverages the Cabela’s brand name. We market the Cabela’s CLUB Visa card-through a number of channels,
including inbound telemarketing, retail locations, catalogs and the Internet. Customer service representatives at our
customer care centers offer the Cabela’s CLUB Visa card to qualifying customers. This card is marketed throughout
our catalogs and offers are inserted in purchases when shipped to a customer. Qur customers can apply for the
Cabela’s CLUB Visa card at our destination retail stores through our instant credit process and, if approved, receive
reward points available for use on merchandise purchases the same day. '

Underwriting and Credit Criteria. We underwrite high-quality credit customers and have historically
maintained attractive credit statistics compared to industry averages. We adhere to strict credit policies and target

consistent profitability in our financial services business. The scores of the Fair Isaac & Company, or FICO, are a .

widely-used tool for assessing a person’s credit rating. As of the end of fiscal 2006, our cardholders had a median
FICO score of 785, which is well above industry averages. We had net charge-offs as a percent of total outstanding
balances of approximately 1.86% in 2006, compared to a 2005 industry average of 5.62%, which we believe is due
to our credit and operating practices. ' ) -

The table below illustrates the historically high credit quality of our managed credit card portfolio, presenting
additional data on our credit card portfolio’s performance in 2006 and 2005 compared with 2005 industry averages.

As a Percentage of Managed Loans 2006 2005 lndu;tryl 200}5.(1-)
DelinqUENCIES . o . v v v e e 0.75%  0.67% - 417%
Gross charge-offs . .. .. RN 229%  2.54% 6.39%
Net charge-offs. ... .. J e e C186%  215%  5.62%

(1} Source: 2005 data from The Nilson Report, February 2006; industry includes all Visa and MasterCard accounts,
This report is not available for 2006 until March 2007. - . .




~ Third Party Card Programs. Our bank has issued co-branded Visa credit cards for fans of International
Speedway Corp. and for customers of Woodworker’s Supply Inc., a retailer of tools for woodworking enthusiasts.
These third party programs represented only 0.7% of the total net purchases made on our co-branded Visa cards
issued by the bank in fiscal 2006. In addition, at the end of December 2006 they represented $17.3 million of
credit card loans receivable, as currently our securitization program does not accept these co-branded third party
receivables. In December 2006, we terminated the agreement with International Speedway Corp. and, subsequent
to the end of 2006, converted those cardholders into Cabela’s CLUB Visa cardholders. We also expect to sell the
Woodworker’s Supply Inc. portfolio in 2007 Neither of these transactions had nor will have a material impact on
our Fnancral posmon

Disti’ibution and Fulﬁllment'

We operate four distribution centers located in Sidney, Nebraska, Prairie du Chien, Wisconsin, Mitchell, South
Dakota and Wheeling, West Vlrgmla These distribution centers comprise nearly 3,072,000 square feet of warehouse
space and house our inventory. We ship merchandise to our direct customers via United Parcel Service and the
United States Postal Service. We use common carriers and typically deliver inventory two to three times per week
to our destination retail stores.

Management Information Systems

Our management information and operational systems manage our direct, retail and financial services
businesses. These systems are desngned to process customer orders, track customer data and demographics, order,
monitor and maintain sufficient amounts of i inventory, facilitate vendor transactions and provide financial reporting.
We contmually evaluate, modify and update our information technology systems supporting the product pipeline,
including our de5|gn sourcmg, merchandise plannmg, forecasting and purchase order, inventory, distribution,
transportation and price management systems. We are making modifications to our technology that will involve
updating or replacing certain systems with successor systems during the course of several years, including
improvements to our customer relationship management system and improvements to our systems.for multi- channel
tracklng and processing of inventory.

Employees

As of January 27, 2007, we employed approximately 11,700 employees, approximately 6,300 of whom were
employed full time. We use part-time and temporary workers to supplement our labor force at peak times during
our third and fourth quarters. None of our employees are represented by a labor union or are parties to a collective

bargaining agreement. We have not experienced any work stoppages and consider our relationship with our employees
to be good. ' . : -

Seasonality

) We experlence seasonal fluctuations in our revenue and operating results. Due to buymg patterns around the
holidays and the opening of hunting seasons, our merchandise revenue is traditionally higher in the third and fourth
fiscal quarters than in the first and second fiscal quarters, and we typically earn a dlsproportmnate share of our
operating income in the third and fourth fiscal quarters. See Item 7 “Management’s Discussion and Analysis of
Financial Condition and Results of Operations--Quarterly Results of Operations for Flscal Years 2006 and 2005 and
Seasonal Inﬂuences

Government Regulation

Régulation of our Bank Subsidiary. Our wholly-owned bank subsidiary is a Nebraska state-chartered bank
with deposits insured by the Bank Insurance Fund of the Federal Deposit Insurance Corporation, or the FDIC. Our
bank subsidiary is subject to comprehensive regulation and periodic examination by the Nebraska Department of
Banking and Finance, or NDBF, and the FDIC. We also are registered as a bank holding company with the NDBF
and as such are subject to periodic examination by the NDBF, . .




Our bank subsidiary does not qualify as a “bank” under the Bank Holding Company Act of 1956, as amended,
or the BHCA, because it is in compliance with a.credit card bank exemption from the BHCA. If it failed to meet
the credit card bank exemption criteria, its status as an insured depository institution would make us subject to
the provisions of the BHCA, including restrictions as to the types of business activities in which a bank holding
company and its affiliates may engage. We could be required to either divest our bank subsidiary or divest or cease
any activities not permissible for a bank holding company and its affiliates, including our direct and retail businesses.
While the consequences of being subject to regulation under the BHCA would be severe, we believe that the risk of
being subject to the BHCA is minimal as a result of the precautions we have taken in structuring our business.

There are va;!ric')us federal and Nebraska law regulations relating to minimum regulatory capital requirements
and requirements concerning the payment of dividends from net profits or surplus, restrictions governing transactions
between an insured depository institution and its affiliates, and general federal and Nebraska regulatory oversight
to prevent unsafe or unsound practices. At the end of 2006, our bank subsidiary met the requirements for a “well
capitalized” institution, the highest of the Federal Deposit Insurance Corporation Improvement Act’s (“FDICIA”) five
capital ratio levels. A “well capitalized” classification should not necessarily be viewed as describing the condmon
or future prospects of a depository institution, including our bank subsidiary. . .

FDICIA also requires the FDIC to implement a system of risk-based premiums for deposit insurance pursuant
to which the premiums paid by a depository institution will be based on the probability that the FDIC will incur a
loss in respect of that institution. The FDIC has since adopted a system that imposes insurance premmms based upon
a matrix that takes mto account an institution’s capital level and superv:sory rating.

Subject to certain limitations, federal bank agencies may also require banking organizations such as our bank
subsidiary to hold regulatory capital agamst the full nsk—welghted amount of its retained securitization interests. We
understand that these’ federal bank agenc1es continue to analyze interests in sectiritization transactlons under their
rules to determine the 9ppropr1ate capltal treatment. Any such determination could require our bank subsndlary to
hold sngmﬁcant]y hlgher levels of regulatory capital agamst such interests.

)

The activities of our bank subsidiary as a consumer lender also are subject to regulation under the various
federal laws, including the Truth-in-Lending Act, the Equal Credit Opportunity Act, the Fair Credit Reporting Act,
the USA Patriot Act, the Fair and Accurate Credit Transactions Act of 2003, the Community Reinvestment Act,
the Service members, Civil Rehef Act and the Gramm-Leach-Bliley Act {“GLB™), as well,as various state laws.
The Truth-in- Lendmg Act requires disclosure of the “finance charge” and the “annual percentage rate” and certain
costs and terms of credn The Equal Credit Oppertunity Act prohibits discrimination against an applicant for credn
because ofage sex, marllal status, religion, race, color, national origin or receipt of public assistance. The Fair, Credit
Reporting Act establi: es procedures for correcting mistakes in a person’s credit record and generally requires that
the records be kept conf' dentla] The USA Patriot Act, among other things, regulates money laundering and prohibits
structurmg financial transactions to evade reporting requirements. The Community Reinvestment Act requires
federal agencies to encourage depository financial institutions to help meet the credit needs of their communities. The
Service members’ Civil Relief Act provides for temporary suspension of legal proceedings and financial transactions
that may adversely af‘f‘é‘ct the civil rights of service members during military service. We spend significant amounts
of time ensuring we arein compliance with these laws and work with our service providers to ensure that actions they
take in connection with services they perform for us are in compliance with these laws. Depending on the underlying
issue and applicable law, regulators are often authorized to impose penalties for violations of these statutes and, in
some cases, to order our bank subsidiary to compensate injured borrowers. Borrowers may also have a private right
of action to brmg actions for some violations. Federal bankruptcy and state debtor relicf and collection Iaws also
affect the ability of our bank subsidiary to collect outstanding balances owed by borrowers. The GLB Act requires
our bank subsndlary to disclose its privacy policy to customers and consumers, and requires that such customers and
consumers be given a‘choice (through an opt-out ‘notice) to forbid the sharing of non-public personal mformatmn
about them with non- -affiliated third persons. We have a written Privacy Notice posted on our website which is
delivered to each of our customers when the customer relationships begin, and annually thereafter, in compliance
with the GLB Act.

Taxation Applicable to Us. We pay applicable corporate income, franchise and other taxes, to states in which
our destination retail stores are physically located. Upon entering a new state, we apply for a private letter ruling from
the state’s revenue department stating which types of taxes our direct and retail businesses will be required to collect




and pay in such state, and we accrue and remit the applicable taxes based upon the private letter ruling. As we open
-more destination retail stores, we will be subject to tax in an increasing number of state and local taxing jurisdictions.
Although we believe we have properly accrued for these taxes based on our current interpretation of the tax code and
prior private letter rulings, state taxing authorities may challenge our interpretation, attempt to revoke their private
letter rulings or amend their tax laws. 1f state 1axing authorities are successful, additional taxes, interest and related
penalties may be assessed. See “Risk Factors — Our use tax collection policy for our direct business may subject us
to liabilities for unpaid use taxes on past sales” and “—Qur destination retail store expansion strategy may result in
our direct business establishing nexus with additional states which may cause our direct business to pay additional
income and use taxes and have an adverse effect on the profitability and cash flows of our direct business.”

Other Regulations Applicable to Us. We must comply with federal, state and local regulations, including the
federal Brady Handgun Violence Prevention Act, which require us, as a federal firearms licensee, to perform a pre-
sale background check of purchasers of hunting rifles and other firearms.

We also are subject to a variety of state laws and regulations relating to, among other things, advertising,
pricing, and product safety/restrictions. Some of these laws prohibit or limit the sale, in certain states and locations,
of certain items we offer such as black powder firearms, ammunition, bows, knives and similar products. State and
local government regulation of hunting can also affect our business.

We are subject to certain federal, state and local laws and regulations relating to the protection 6f the environment
and human health and safety. We believe that we are in substantial compliance with the terms of environmental laws
and that we have no liabilities under such laws that we expect to have a material adverse effect on our business,
results of operations or financial condition. :

QOur direct business is subject to the Mail or Telephone Order Merchandise Rule and related regulations
promulgated by the Federal Trade Commission, or FTC, which affect our catalog mail order operations. FTC
regulations, in general, govern the solicitation of orders, the information provided to prospective customers and the
timeliness of shipments and refunds. In addition, the FTC has established guidelines for advertising and labeling
many of the products we sell.

Intellectual Property

Cabela’s®, Cabela’s CLUB®, Cabelas.com'®, World’s Foremost Outfitter®, World’s Foremost Bank®, Bargain
Cave®, Dunn’s®, Van Dyke's®, Wild Wings® and Herters® are among our registered service marks or trademarks
with the United States Patent and Trademark Office. We have numerous pending applications for trademarks. In
_ addition, we own several other registered and unregistered trademarks and service marks involving advertising
slogans and other names and phrases used in our business. We own certain patents associated with various products.
We also own trade secrets, domain names and copyrights, which have been registered for each of our catalogs.

We believe that our trademarks are valid and valuable and intend to maintain our trademarks and any related
registrations. We do not know of any material pending claims of infringement or other challenges to our right to use
our marks in the United-States or elsewhere. We have no franchises or other concessions which are material to our
operations.

Available Information

Our website address is www.cabelas.com. There we make available, free of charge, our annual reports on Form
10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and any amendments to those reports, as soon
as reasonably practicable after we electronically file such material with or furnish it to the Securities and Exchange
Commission (“SEC”). Our SEC reports can be accessed through the investor relations section of our website. The
information on our website, whether currently posted or in the future, is not part of this or any other report we file -
with or furnish to the SEC. : ‘ Co o




ITEM 1A. RISK FACTORS - S . ' ,
Risk Factors ‘ ‘

Rlsks Related to Our Merchandlsmg Business

If we cannot successfully implement our destmatwn retall store expansmn strategy, our growth and
profitability would be adversely impacted.

Since January 1, '1998, we have increased the number of our destination retail steres from' two, totaling
124,000 square feet, to 18, totaling 2.7 million square feet."We currently plan to open eight additional destination
retail stores by the end of 2007. - We continue to actively seek additional locations to open new destination retail
stores. Our ability to open new destination retail stores in a timely manner and operate them proﬁtably depénds on a
number of factors, many of which are beyond our control, including: ‘ T

s our ability to manage the financial and operational aspects of our retail growth strategy; o

e  our ability to identify suitable locations, including our ability to gather and assess demographlc and
marketing data to determme consumer demand for our products in the locations we select;

e our abthly to negotlate and obtain economic development packages with local and state governments
where our new destination retail stores would be located,

e our ability to properly assess the implications of economic development packages and customer density
to project the prof" tability of potential new destination relall store locations;

e ourability to secure required governmenta] permits and approvals
e our ability to hire and train skilled store operatmg personnel, especially management personnel;

e the availability of construction materials and labor and the absence of significant construction delays or
cOst overruns;

e our ability to provide a satisfactory mix of merchandise that is reSponsiv: to the needs of our customers
living in the areas where new destination retail stores are built;

e - our ability to supply new destination retail stores with inventory in a timely manner;

e ourability to'properly assess operational and regulatory challenges involved in opening and successfully
- " operating destination retail stores in Canada;

e our competitors building or leasmg stores near our destination retail stores or in locations we have
identified as targets for a new destination retail store; ’

e general economic and business conditions affecting consumer confidence and spendmg and the overall
strength of our business; and

* ' the availability of fmancmg on favorable terms.

We may not be able to sustain the growth in the number of our destination retall stores, the revenue growth
historically achieved by our destination retail stores or to maintain consistent levels of profitability in our retail
business, particularly as we expand into markets now served by other large-format sporting goods retailers and
mass merchandisers. In particulaf, new destination retail stores typically generate lower operating margins because
pre-opening costs are fully expensed in the year of opening and because fixed costs, as a percentage of revenue,
are higher. In addition, the substantial management time and resourceés which our destination retail store expansion
strategy requires may result in disruption to our existing business operations which may harm our profitability.




Our continued retail expansion will result in a higher number of destination retail stores, which could
adversely affect the desirability ‘of our destination retail stores, harm the operating results of our retail
business and reduce the revenue of our direct business.’

As the number of our destination retail stores increases, our stores will become more highly concentrated in
the geographlc regions we serve. As a result, the number of customers and related revenue at individual stores may
decline and the average amount of sales per'squate foot at our stores may be reduced. In addition, as we ~open more
destination retail stores and as our competitor$ open stores with similar formats, our destination retail store format
may become less unique and may be less attractive to customers as tourist and entertainment shopping locations. If
either of these events occurs, the operating results of our.retail business could be adversely affected. The growth in
the number of our destination retail stores may also draw customers away from our direct business. If we are unable
to properly manage the relationship between our direct business and our retail business, the revenue of our direct
business could be adversely affected. o e

‘

Our failure to successfully manage our direct business could have a material adverse effect on our
operatmg results and cash flows,

Durmg ﬁscal 2006 our direct business accounted for 57 O% of the total revenue in our direct and retail
businesses. Our direct business is subject to a number of risks and uncerta1nt1es some of Wth]‘l are beyond our
control, including the following: ' o

¢ our inability to properly adjust the ﬁxed costs of a catalog mailing to reflect subsequent sales of the
- products marketed in the catalog, ' '

[ T

s  lower and less predlctable response rates for catalogs sent to prospectlve customers
i

*  increases in U.S. Postal Servtce rates paper costs and prmtmg costs resultmg in hi gher catalog production
costs and lower profits for our direct business; '

"o+ “failures to properly design, print and mail Gur catalogs in a timely manner;

e failures to introduce new catalog t1tles

# et [ ' .. R S . .

. fallures 10 tlmely fill customerorders Ce Co

¢  changes in consumer preferences, willingness to purchase goods through catalogs or the Internet, weak

economlc condltlons and economic uncettamty, and unseasonable weather in key geographic markets;
i

*  increasesin software filters that may inhibit our ablllty 10 market our products through e-mail messages
to our customers and increases in consumer prlvacy concerns relatmg to the Internet;

]

»  changes in applicable federal and state regulatlon such as the Federal Trade Comm1ss1on Act the
Children’s Oniine Prlvacy Act, the Falr Cred1t Reportmg Act and the Gramm-Leach- Bliley Act;

i
. breaches of Internet securlty, and

. failures in our Internet infrastructure or the failure of systems of third parties, such as telephone or
electric power service, resulting in we'osxte downt\me customer care center closures or other problems.

+

Any one or more of these factors could result in !ower-than -expected revenue for our direct busmess These
factors could also result in increased costs, increased merchandise returns, slower turning inventories, inventory
" write-downs and working capital constraints. Because our direct business accounts for a significant portion of our
total revenue, any performance shortcomings experienced by our direct business would likely have a material adverse
effect on our operating results.and cash flows. = . - . . \ ‘

.. . .
[ o R
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Competition in the outdoor recreation and casual apparel and footwear markets could reduce our revenue
and profitability. ' ' -

- ot

The outdoor recreation and casual apparel and footwear markets are highly fragmented and competitive. We
compete dlrectly or mdlrect]y with the following categones of compames

o otherspecialty retailers that compete with us across a significant portion of our merchandising categories
through direct or retail businesses, such as Bass Pro Shops, Gander Mountain, Orvis, The Sportsman’s
Guide and Sportsman’s Warehouse;

o largé-format sporting goods stores and chains, such as The Sports Authority, Dick’s Sporting Goods and
~ Big 5 Sporting Goods;

LI retallers that current]y compete with us through retail businesses that may enter the direct busmess

* * mass merchandisers, warehouse clubs, discount stores and department stores, such as Wal- Mart and
Target; and e T - o . . , ,
l‘o' ) ‘ casual outdoor apparel and footwear retallers such as L. L Bean Land’s End and REl i

Many of our competitors have a larger number of stores, and some of them have substantially greater market
presence, name recognition and financial, distribution, marketing and other resources than we have. [n addition, if
our'competitors reduce their prices, we may have Lo reduce our prices in order to compete. Furthermore, some of our
competitors have been aggressively building new stores in locations with high concentrations of our direct business
customers, As a result of this competition, we may need to spend more on advertising and promotion. Some of our
mass merchandising competitors, such as Wal-Mart, do not currently compete in many of the product lines we offer.
If these competitors were to begin offering a broader array of competing products, or if any of the other factors listed
above occurred, our revenue could be reduced or our costs could be increased, resulting in reduced profitability.

If we fail to maintain the strength and value of our brand, our revenue is likely to decline. o

- Our success depends on the value and strength of the Cabela’s brand. The Cabela’s name is integral to our
business as well as to the implementation of our strategies for expanding our business. Maintaining, promoting
and positioning our brand will depend largely on the success of our marketing and merchandising efforts and our
ability to provide high'quality merchandise and a consistent, high quality customer-experience. Qur brand could be
adversely affected if we fail to achieve these objectives or if our public image or reputation were to be tarnished by
negative publicity. Any of these events could result in decreases in revenue.

We are implementing substantial systems changes in support of our direct business and destination retail
store expansion that might disrupt our supply chain operations.

Our success depends on our ability to source merchandise efficiently through appropriate management
information and operational systems and procedures. We regularly evaluate our information technology systems and
are implementing modifications to our technology that will involve updating or replacing our systems with successor
systems during the course of several years, including changes to our merchandising systems and improvements to
our customer relationship management $ystem. There are inherent risks associated with replacing or modifying
these systems, including supply chain disruptions that could affect our ability to deliver products to our stores and
our customers in an efficient manner. In addition, in updating and replacing our systems, we may be unable to
accurately capture and transfer data. We may be unable to successfully launch these new systems, the launch of these
new systems could result in supply chain disruptions or the actual cost may exceed the estimated cost of these new
systems, any of which could have an adverse effect on-our financial condition and results of operations., Addlttonally,
there is no assurance that successfully implemented new systems will deliver value to us.

We depend on vendors and service providers to operate our business and any disruption of thelr supply
of products and services could have an adverse lmpact on our revenue and profitability.

We depend on a number of vendors and serv1ce providers to operate our busmess, including:
¢ .vendors to supply our merchandise in sufficient quantities at competitive prices in a timely | manner;

*  outside printers and catalog productton vendors to print and mail our catalogs and to convert our catalogs
to dlgltal format for website posting; «
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»  shipping companies, such as United Parcel Service, the U.S. Postal Service and common carriers, for
timely delivery of our catalogs, shipment of merchandise to our customers and delivery of merchandise
from our vendors to us and from our distribution centers to our destination retail stores; :

e telephone companies to provide telephone service to our in-house customer care centers;

e ° communications providers to provnde our Internet users with access to our website and a web51te hosting
service provider to host and manage our website; and

e  software providers to provide software and related services to run our operatmg systems for our direct
and retail businesses.

Any disruption in these services could have a negative impact on our ability to market and sell our products,
and serve our customers. '‘Our ten largest vendors collectively represented 17.1% of our total purchases in fiscal
2006. If we are unable to acquire suitable merchandise or lose one or more key vendors, we may not be able to offer
products that are important to our merchandise assortment. We also are subject to risks, such as the unavailability
of raw materials, labor disputes, union organizing activity, strikes, inclement weather, natural disasters, war and
terrorism, and adverse general economic and political conditions that' might limit our vendors’ ability to provide us
with quality merchandise on a timely basis. We have no contractual arrangements providing for continued supply
from our key vendors and our vendors may discontinue selling to us at any time. We may not be able to develop
relationships with new vendors, and products from alternative sources; if any, may be of a lesser quality and more
expensive than those we currently purchase. Any delay or failure in offering products to our customers could have an
adverse impact on our revenue and profitability. In addition, if the cost of fuel rises, the cost to deliver merchandise to
the customers of our direct business and from our distribution centers to our destination retail stores may rise which
could have an adverse impact on our profitability. ' .

Political and economic uncertainty and unrest in foreign countries where our vendors are located could
adversely affect our operating results.

In fiscal 2006, approximately 58.2% of our merchandise was obtained directly from vendors located in foreign
countries, with approximately 41.9% of our merchandise being obtained from vendors located. in China, Mexico,
Taiwan, Japan and Viet Nam. In addition,. we believe that a significant portion. of our. other vendors obtain their
products from foreign countries that may also be subject to political and economic uncertainty. We are subject to
risks and uncertainties associated with changing economic and political conditions in foreign countries where our
vendors are located, such as: .

. increased import duties, tariffs, trade.restriction_s and quotas; ) v,
e work stoppages; ' '

e  economic uncertainties (including inflation);

¢ adverse foreign government regulations; - . .
e wars, fears of war and terrorist attacks and organizing activities;

o .. adverse fluctuations of tioreign currencies; and , ‘ o .

. pohtical unrest.

We cannot predict when, or the extent to Wthh the countries in which our products are manufactured w1ll
experience any of the above events. Any event causing a disruption or delay of imports from foreign locations would
likely increase the cost or reduce the supply of- merchandise available to us and would adversely affect our operating
results, particularly if imports of our Cabela’s branded merchandlse were adversely affected as our margins are
higher on our Cabela’s branded merchandise.

Our ability to source our merchandlse profltably or at all could be hurt lf new trade restrictions are
imposed or existing trade restrictions become more burdensome.

Trade restrictions, including increased tariffs, safeguards or quotas, on apparel and accessories could increase
the cost or reduce the supply of merchandise .available to us. Under the World Trade Organization (*WTO™)
Agreement, effective January 1, 2005, the United States and other WTO member countries removed quotas on

14




goods from WTO members, which in certain instances affords us greater-flexibility in importing textile and apparel
products from WTO countries from which we source our merchandise. However, as the removal of quotas resulted in
an import surge from China, the United States in May 2005 imposed safeguard quotas on seven categories of goods
and apparel imported from China. Effective January 1, 2006, the United States imposed quotas on approximately
twelve categories of goods and apparel from China, and may impose additional quotas in the future. These and other
trade restrictions could have a significant impact on our sourcing patterns in the future.,Trade restrictions, including
increased tariffs or quotas, embargoes, safeguards and customs restrictions against apparel items, as well as U.S.
or foreign labor strikes, work 'stoppages or boycotts could increase the cost or reduce the supply of merchandise
available to us or may require us to modify our current business practices, any of which could hurt our profitability.

Due to the seasonality of our business, our annual operating results would be adversely affected if our
revenue durmg the third and fourth Tiscal quarters were substantially below expectatmns

We experience seasonal fluctuations in our revenue and operating results Hlstorlcally, we have realized a
significant portion of our revenue and substantially all of our.earnings for the year during the third and fourth fiscal
quarters, with a majority of the revenue and earnings for these quarters realized in the fourth fiscal quarter. In
fiscal 2006, we generated 23.8% and 37.8% of our revenue, and 17.5% and 62.2% of our net income, in the third and
fourth fiscal quarters, respectively. We incur significant additional expenses in the third and-fourth fiscal quarters
due to higher customer purchase volumes and increased staffing. If we miscalculate the demand for our products
generally or for our product mix during these two quarters, our revenue could decline, which would harm our
financial performance. In addition, abnormally warm weather conditions during the third and fourth fiscal quarters
can reduce sales of many of the products normally sold during this time period and inclement weather can reduce
store-traffic or cause us to temporarily close stores causing a reduction in revenue. Because a substantial portion of
our operating income is derived from our third and fourth fiscal quarter revenue, a shortfall in expected third and
fourth fiscal quarter revenue would cause our annual operating results to suffer significantly.

A declme in discretionary consumer spending could reduce our revenue.

' Ly

Our revenue depends on discretionary consumer spending, which may decrease due to a variety of factors
beyond our control, including: .

e  unfavorable general business conditions;
. increases.in interest rates, .
. increases in inflation; ‘
, . wars, fears of war and terrorist attacks and organizing activities;
. increasés in consumer debt levels and decreases in the availability of consumer credit;
. adverse or unseasonable weather conditions or events; |
.. . ® - increases in gasoline prices reducing the willingness to travel to our destination retail stores;
. adverse changes in applicable laws and regulations;
. increasqs in taxatioq; )
. adverse unemployment trends; and . i
»  other factors that adversely influence consumer confidence and spendihg.:

Our customers’ .purchases of discretionary items, including our products, could decline during periods when
disposable income is lower or periods of actual or perceived unfavorable economic conditions. If this occurs, our
revenue would decline.

If we lose key management or are unable to attract and retain the talent required for our business, our
operating results could suffer. :

Our future success depends to a significant degree on the skills, experience and efforts of Dennis Highby,
our President and Chief Executive Officer, and other key personne!l including our senior executive management
and merchandising teams, With the exception of our Chairman, Richard N. Cabela, and our Vice Chairman, James
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W. Cabela, none of our senior management .or-directors has-employment agreements other than our Management -
Change of Control Severance Agreements. We do not carry key-man life insurance on-any of our executives or
key management personnel. In addition, our corporate headquarters is located in a-sparsely populated rural area
which may make it difficult to attract and retain qualified individuals for key management positions. The loss of the
services of any of these individuals or the inability to attract and retain qualified md:vnduals for our key management
positions could cause our operating results to suffer

Our business depends on our ability to meet our lahor needs, and if we are unable to do so, our destmatmn
retail store expansion strategy may be delayed and our revenue growth may suffer.

Our success depends on hiring, training, managing and retammg quality managers, sales associates and
employees in our destination retail stores and customer care centers. Our corporate headquarters dlstrlbu‘uon
centers, return center and some of our destination retail stores are located in sparsely populated rural areas. It may
be difficult to attract and retain qualified personnel, especially management and technical personnel, in these areas.
Competition for qualified management and technical employees could require us to pay higher wages or grant above
market levels of stock compensation to attract a sufficient number of employees. if we are unable to attract and retain
qualified personnel as needed, the 1mp]ementatlon of our destination retail store expansion strategy may be delayed
and our revenue growth may suffer.© .. . ' 5

Our use tax collectmn pollcy for our dlrect busmess may subject us to llabllltles for unpaid use taxes on
past sales. '

Many states have attempted to require that out-of-state direct marketers, whose only contacts with the state are
solicitations and delivery to their residents of products purchased through the mail or the Internet, collect use taxes
on the sale of these preducts. In addition, a private litigant, purportedly on behalf of various states, has initiated
litigation against several out-of-state direct marketers alleging that the failure to collect and remit use tax violates
‘various state false claims laws. The U.S. Supreme Court has held that states, absent congressional legislation, may not
impose tax collection obligations on out-of-state direct marketers unless the out-of-state direct marketer has nexus
with the state. Nexus generally is created by the physical presence of the direct marketer, its agents or its property
within the state. Our use tax collection policy for our direct business is to collect and remit use tax in states where our
direct business has established nexus. Prior to the opening of a destination retail store, we have historically sought a
private letter ruling from the state in which the store will be located as to whether our direct business will have nexus
with that state as a result of the store opening. Some states have enacted legistation that requires use tax collection
by direct marketers with no physical presence in that state. In some instances, the legislation assumes nexus exists
because of the physical presence of an affiliated entity engaged in the same line of business. We have received a use
tax assessment from a state. In addition, a competitor has commenced an action against us in another state, alleging
that our failure to collect and remit use tax in certain states constitutes unf'air competition. We presently intend to
vigorously contest the assessment and the action, but we may not prevail. If we do not prevall we could be held liable
for use taxes on prior direct business sales which could be substantial. ‘

Our destination retail store expansion strategy may result in our direct business establishing nexus with
additional states which may cause our direct business to pay additional .income and use taxes and have an
adverse effect on the profitability and cash flows of our direct business.

As we open destination retail stores in additional states, the relationship between the retail stores and the
direct business may be deemed by state tax authorities to create nexus for state income and use taxation of our direct
business in these states. In addition, our direct business may establish or be-deemed to_have established nexus in
states where we have previously opened destination retail stores and in states where competitors have not established
nexus. The establishment of nexus and imposition of use taxes by states on sales of our direct business could:

v " ..

e create administrative burdens for us; ,

®  increase the tax collecnon and payment obllganons of our direct business;

ot oo [

*  increase the total cost of our products to our customers relative to our competltors that do not collect use
taxes; and , . O

fal [
. decrease the sales of our direct busmess or cause us to reduce the underlymg pl‘lCCS for the products sold
through our direct business. !

' - *

These events could have an adverse effect on the profitability and cash flows of our direct business.
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We must successfully order and manage our inventory to reflect customer demand and anticipate changing
consumer preferences and buying trends or our revenue and profitability will be adversely affected.

. L

Our success depends upon our ability to successfully manage our inventory and to anticipate and respond
to merchandise trends and customer demands in a timely manner. We cannot predict consumer preferences with
certainty and they. may change over time. We usually must order merchandise well.in advance of the applicable
selling season. The extended lead times for many of our purchases may make it difficult for us to respond rapidly
to new or changing product trends or changes in prices. If we misjudge either the market for our merchandise or
our customers’ purchasing habits, our revenue may decline significanitly and we may not have sufficient quantities
of merchandise to satisfy customer demand or we may be required to mark down excess inventory, either of which
would result in lower profit margins. In addition, as we implement our “destination’ retail store expansion strategy, we
will need to construct additional dlstnbutlon centers or expand the size of our ex15tmg distribution centers to support
our growing number of destination retail stores. If we are unable to F nd suitable locanons for new dlslnbunon
centers or to timely integrate new or expanded distribution centers into our inventory comrol process, we may not be
able to deliver i ifiventory to our destmatlon retail stores in a timely manner, which could have an adverse effect on the
revenue and cash flows of our retail busiriess.

A natural disaster or other disruption at our distribution centers or return facility could cause us to lose
merchandlse and be unable to eﬂ'ectwely deliver to our dlrect customers and destmatmn retail stores

We currently rely on distribution centers in Sldney, Nebraska Mltche]l South Dakota, Prairie du Chien,
Wisconsin and Wheeling, West Virginia to handle our distribution needs. We operate a return center in Oshkosh,
Nebraska, and our Wheeling, West Virginia distribution center also processes returns. Any natural disaster or other
serious disruption to these centers due to fire, tornado or any other calamity could damage a significant portion of
our inventory, and materially impair'our ability to adequately stock our destination retail stores, deliver merchandise
1o customers and process returns to vendors and could tesult in lost revenue, increased costs and reduced profits.

Qur failure to obtain or negotiate economic development packages with local and state governments could
cause us to significantly alter our destination retail store strategy or format and/or delay the construction of one
or more of our destination retail stores and could adversely affect our revenue, cash flows and profitability.

We have received economic development packages from many of the local and state governments where our
destination retail stores are located. In some locations, we have experienced an increased amount of government
and citizen résistance and critical review of pending and existing economic development packages. This resistance
and critical review may cause local and state government officials in future locations to deny or limit economic
development packages that might otherwise be available to us. The failure {o obtair 51m11ar economic development
packages in the future for any of these reasons could cause us to significantly alter our destination retail store strategy
or format. As a result, we could be forced to invest less capital in our stores which could have an adverse effect on
our ability to construct the stores as attractive tourist and entertainment shopping destinations, pOSSIbly leadmg toa
decrease in revenue or revenue growth. In addition, the failure to obtain similar economic development packages for
stores built in the future would have an adverse impact on our cash flows and on the return on investment in these
stores.

The failure of properties to generate sufficient taxes to amortize economic development bonds owned
by us that relate to the development of such prnpertles would have an adverse 1mpact on.our cash flows and
profitability.

We often purchase economic development bonds issued by state or local governmental entities in connection with
the development of our destination retail stores. The proceeds of these bonds are then used to fund the construction
and equipping of new destination retail stores and related infrastructure development, The repayments of principal
and interest on these bonds are typically tied to sales, property or lodging taxes generated from the related destination
retail store and, in some cases, from other businesses in the surrounding area, over periods which range between
20 and 30 years. However, the governmental entity from which we purchase the bonds is not otherwise liable for
repayment of principal and interest on the bonds to the extent that the associated taxes are insufficient to pay the
bonds. At the time we purchase these bonds, we make estimates of the discounted-future cash flow streams they are
expected to generate in the form of interest and principal payments. Because these cash flows are based primarily on
future property or sales tax collections at our destination retail stores and other facilities (which in many cases may




not be.dperating at the time we make our estimates); thesé estimates are inherently subjective and the probability of
ultimate realization is highly uncertain. If'sufficient tax revenue is not generated by the subject properties, we will
not receive the full amount of the expected payments due under the bonds, which would have an adverse impact on
our cash flows, and proﬁtablltty

Our failure to comply with the terms of current econemic development agreements could result in our
repayment of grant money or other adverse-consequences that would affect our cash flows and profitability.

"The ecanomic development packages Wthh we have recetved in connection wrth the construction of our current
stores have, in some mstances contamed forfelture prov1s10ns and other remedres in the event we do not fully comply
with the terms of the economic development agreements Among the terms which could trigger these remedies are the
failure to maintain certain employment and wage levels failure to timely open and operate a destination retail store
and fatlure to develop property adjacent toa destmatton retall store As of the end of fiscal 2006, ‘the total amount of
grant fundmg subject to repayment pursuant toa specrﬁc contractual remedy was $14.4 million. Other remedies that
have been included in some economic development agreements are loss of prlonty 1o tax paymenls supporting the
repayment of bonds held by us, Where specific remedies are not set forth the local governments would be entitled
to pursue general contract remedies. A default by us under these economic development agreements could have an

- +

-adverse effect on our cash flows and profi tabtl:ty A T :

We may incur costs from litigation or increased regulation relating to products that we sell, particularly
tree stands and firearms, which ¢ould adversely affect our revenue and profitability.

o

We may incur damages due to lawsuits relatmg to products we sell. We are currently a defendant in eight -
product ltabthty lawsuits, mcludmg ﬁve lawsuits relating to tree stands Tree stands are seating platforms used by
hunters to elevate’ themselves in‘a tree. 'In addition, sales “of frrearms and ammunmon represented approximately

6.6% of our merchandtse revenue during fiscal 2006. We" may incur losses due to lawsuits, including potential class
actions, relating to our performance of background ‘Checks on firearms purchases and compliance with other sales
laws as mandated by state and federal:-law. We may also incur losses from lawsuits relating to the improper use of
firearms or ammunition sold by s, including lawsuits by municipalities or other organizations attempting to recover
costs from manufacturers and retailers of firearins and ammunition: Qur insurance coverage and the insurance
provided by our vendors for certain products they sell to us may be inadequate to cover claims and liabilities related
to products that we sell. Tn addttton claims or lawsuits rélated to products that we sell or the unavailability of
msurance for product ltabrlrty clalms could result in the eltmmatton of these products from our product line reduemg
revenue If one or more successful claims agamst us are not covered by or, exceed our insurance coverage, or if
lnsurance coverage'is no longer avallable our avarlable workmg Capllal may be’ lmpatred and our operating results
could be adversely affected Even unsuccessful clalms could result in the expendlture of funds and management time
and ‘could have a neganve tmpact on our prof tablltty and’on future premmms we would be required to pay on our
msurance polrcres

- -
4 v . i

Current and future government regulatton may negatwely lmpact demand for our products and our
ability to conduct our business. "1 . - : ‘ R

Federal, state and local laws and regulations can affect our business and the demand for products. These laws
and regulations.include: RN . . : S

N
«

: : T TR . . L . :
¢ Federal Trade Commission regulations governing the manner in which orders may be solicited and
prescribing other obligations in fulfilling orders and consummating sales;

e lawsand regulations that prohibit or limit the'sale, in certaln states and localities, of certain items we offer
such as f rearms black powder ﬁrearms ammumtton bows knives and srmrlar products;

e the Bureauof Alcohol Tobacco, Firearms and Exploswes governing the manner in which we sell ﬁrearms
and ammunition; - . o

¢’ lawsand regulations governing hunting' and fishing;

¢ - laws and regulations relating to the‘collecting and sharing of non-public customer information; and

* US customs laws and regulattons pertammg to proper item classifi cation, quotas payment of duttes
‘and tariffs, and maintenance of documentation and internal control programs which relate to importing
taxidermy which we display in our destination retail stores.
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Changes in these laws and regulations or additional regulation could cause the demand for and sales of our
products to decrease. Moreover, complying with increased or changed regulations could cause our operating expenses
to increase. This could adversely affect our revenue and profitability.

Qur inability or failure to protect our intellectual property could have a negative impact on our operating
results. - . ) :

Qurtrademarks, service marks, copyrights, patents, trade secrets, domain names and other intellectual property
are valuable assets that are critical to our success. Effective trademark and other intellectual property protection
may not be available in every country in which our products are made available. The unauthorized reproductton or
other misappropriation of our intellectual property could diminish the value of our brands or goodwill and cause a
decline in our revenue. Any infringement or other intellectual property claim made agamst us, whether or not it has
merit, could be time-consuming, result in costly litigation, cause product delays or require us to enter into royalty or
licensing agreements. As a result, any such claim could have an adverse effect on our operating results.

Failure to successfully integrate any business we acquire could have an-adverse impact onr our
profitability. \ : " .

We may from time to time acquire businesses which we believe to be complementary to our business. Acquisitions
may result in difficulties in assimilating acquired companies and may result in the diversion of our capital and our
management’s attention from other business issues and opportunities. We may not be able to successfully integrate
operations that we acquire, including their personnel, financial systems, distribution, operations and general operating
procedures. If we fail to successfully integrate acquisitions, we could experience increased costs associated with
operating inefficiencies, which could have an adverse effect on our profitability.

Risks Relatéd to Qur Financial Services Business

We may experience limited availability of financing or.variation in funding costs for our financial
servnces business, which could limit growth of the business and decrease our profitability.

Our financial services business requires a significant amount of cash to operate. These cash requlrements will
increase if our credit card originations increase or if our cardholders’ balances or spending increase. Historically, we
have relied upon external financing sources to fund these operations, and we intend to continue to access external
sources to fund our growth. A number of factors such as our financial results, changes within our organization,
disruptions in the capital markets, our corporate and regulatory structure, interest rate fluctuations, general
economic conditions and accounting and regulatory changes and relations could make such financing more difficult
or impossible to obtain or more expensive. . - T ‘ -

We have been, and will continue to be, particularly reliant on funding from securitization transactions for
our financial services business. Securitization funding sources include both a commercial paper conduit facility
and fixed and floating rate term securitizations. Our commercial paper conduit famllty renews annually in July.
A failure to renew this facility, to resecuritize the term securitizations as.they mature or to add additional term
securitizations and commercial paper conduits on favorable terms as it becomes necessary could increase our
financing costs and potentiatly limit our ability to grow our financial services business. Unfavorable conditions'in
the asset-backed securities markets generally, including the unavailability of commercial bank liquidity support or
credit enhancements, such as financial guaranty insurance, could have a similar effect. -

Furthermore, even if we are able to securitize our credit card loans consistent ‘with past practice, poor
performance of our securitized l0oans, including increased delinquencies and credit losses, lower payment rates or
a decrease in excess spreads below certain thresholds, could result in a downgrade or withdrawal of the ratings on
the outstanding securities issued in our securitization transactions, cause early amortization of these securities or
result in higher required credit enhancement levels. This could jeopardize our ability to complete other securitization
transactions on acceptable terms, decrease our liquidity and force us to rely on other potentially more expensive
funding sources, to the extent available, which would decrease our profitability.
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We may have to reallocate capital from our direct and retail businesses to meet the capital needs of our
financial services business, which could alter our destination retail store expansion program.

Our bank subsidiary must satisfy the capital maintenange requirements of government regulators and its
agreement with Visa US.A,, Inc., or Visa. A variety of factors could cause the capital requirements of our bank
subsidiary to exceed our ability to generate capital internally or from third party sources. For example, government
regulators or Visa could unilaterally increase their minimum capital requirements. Also, we have significant potential
obligations in the form of the unused credit lines of our ¢ardholders. As of the end of fiscal 2006, these unfunded
amounis were appr0x1mately $9.5 billion. Draws on these lines of credit could materially exceed predicted line usage.
In addition, the occurrence of certain events, such as mgmficanl defaults in payment of securitized loans or failure
to comply with the terms of securitization covenants, may cause previously completed securitization transactions
to amortize earlier than scheduled or be reclassified as a liability for financial accounting purposes, both of which
would have a significant effect on our ability to meet the capital maintenance requirements of our bank subsidiary,
as affected off-balance sheet loans would immediately be recorded on our consolidated balance sheet and would be
subject to regulatory capital requirements, If any of these factors occur, we may have to contribute capital to our bank
subsidiary, which may require us to raise additional debt or equity capital and/or divert capital from our direct and
retail businesses, which in turn could significantly alter our destination retail store expansion strategy.

. It may be difficult to sustain the historical growth and profitability of our financial services business,
and we will be subject to various risks as we attempt to grow the business. :

We may not be able to retain existing cardholders, grow account balances or attract new cardholders and the
profits from our financial services business could decl:ne, for a varlety of reasons, many of which are beyond our
control, including: :

e  credit risk related to the loans we make to cardholders and the charge-off levels of our credit card

accounts;
¢ tack of growth of potential new customers generated by our direct and retail businesses; !
* liquidity and funding risk relating to our ability to create the liquidity necessary to extend credit to our
' cardholders and provide the capital necessary to meet the requirements of government regulators and
Visa; and :

+  operational risk related to our ability to acquire the necessary operational and organizational mfrastructure
manage expenses as we expand, and recruit management and operations personnel with the expenence to
run an increasingly complex and highly-regulated business.

Economic downturns andsocial and other factors could cause our creditcard charge-offs and delinquencies
to increase, or credit card balances to decrease, which would decrease our profitability.

Economic downturns generally lead to increased charge-offs and credit losses in the consumer finance industry,
which would cause us to experience increased charge-offs and delinquencies in our credit card loan portfolio. An
economic downturn can hurt our financial performance as cardholders default on their balances or carry lower
balances. A variety of social and other factors also may cause changes in credit card use, payment patterns and the
rate of defaults by cardholders. These social factors include changes in consumer confidence levels, the public’s
perception of the use of credit cards, changing attitudes about incurring debt and the stigma of personal bankruptcy.
Additionally, credit card accounts tend to exhibit a rising trend in credit loss and delinquency rates between: 18 to
30 months after they are issued. [fthe rate of growth in new account generation slows, the proportion of accounts in
the portfolio that have been open for between 18 to 30 months will increase and the percentage of charge-offs and
delinquencies may increase. Our underwriting criteria and product design may be insufficient to protect the growth
and profitability of our financial services business during a sustained period of economic downturn or recession or a
material shift in social attitudes, and may be insufficient to protect against these additional negative factors. '

- . . . *
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The perfermance of our financial services busmess may be negatwely affected by thie performance nf our
merchandising businesses. ~ ' = PR '

~-; r - I SR ’

. Negative . developments in our dlrect and retall busmesses could affect our ablllty to grow or maintain our
ﬁnanmal services business. We believe our ability to maintain cardholders and attract new cardholder_s is highly
correlated with customer loyalty to our merchandising businesses and to the strength of the Cabela’s brand. In
addition, transactions on cardholder accounts produce loyalty points which the cardholder may..apply to future
purchases from us. Adverse changes in the desirability of products we sell, negative trends in retail customer service
and satisfaction or the termination or modification of the loyalty program could have a negative impact on our bank

subsidiary’s ability to grow its account base and to attract desirable co-branding opportunities with third parties.

Our financial services business faces the risk of a complex and changing regulatory and legal
environment,.

Our financial services business operates in a heavily regulated industry and is therefore subject to a wide array
of banking and consumer lending laws and regulations. Failure to comply with these laws and regulations could
result in financial, structural and operational penalties being imposed. In addition, as a Visa member bank, our bank
subsidiary must comply with rules and regulations imposed by Visa. For example, our bank subsidiary could be
fined by Visa for failing to comply with Visa’s data security standards.

Changes in interest rates could have a negative impact on our earnings.

In connection with our financial services business, we borrow money from institutions and accept funds by
issuing certificates of deposit, which we then lend to cardholders. We earn interest on the cardholders’ account
balances, and pay interest on the certificates of deposit and borrowings we use to fund those loans. Changes in these
two interest rates affect the value of the assets and liabilities of our financial services business. If the rate of interest
we pay on borrowings increases more (or more rapidly) than the rate of interest we earn on loans, our net interest
income, and therefore our earnings, could fall. Our earnings could also be adversely affected if the rates on our
credit card account balances fall more quickly than-those on our borrowings. In addition, as of the end of fiscal 2006,
approximately 36.4% of our cardholders did not maintain balances on their credit card accounts. We do not earn any
interest from these accounts but do earn other fees from these accounts such as Visa interchange fees. In the event
interest rates rise, the spread between the interest rate we pay on our borrowings and the fees we earn from these
accounts may change and our profitability may be adversely affected.

Credit card industry litigation could adversely impact the amount of revenue generated by our financial
services business.

Our financial services business faces possible risk from the outcomes of certain credit card industry litigation.
For example, a number of entities, each purporting to represent a class of retail merchants, have sued Visa and several
member banks, and other credit card associations, alleging, among other things, that Visa and its member banks have
violated U.S. antitrust laws by conspiring to fix the level of interchange fees. To date, we have not been named as a
defendant in any credit card industry lawsuits. If the interchange fees that are charged to merchants are reduced as
a result of the interchange lawsuits or if the credit card industry is adversely affected by other credit card industry
litigation, the financial condition and results of operations of our fmanc1al services business may be negatively
impacted,

Fluctuations in the value of our interests in our securitizations relating to our financial services business
may adversely affect our earnings.

In connection with our securitizations relating to our financial services business, we retain certain interests
in the assets included in the securitization. These interests are carried on our consolidated financial statements and
include our retained interest, or a “transferor’s interest,” in the securitized loans; an “interest-only strip,” which
represents our right to receive excess cash available after repayment of all amounts due to the investors; servicing
rights; and in some cases cash reserve accounts and Class B securities which are subordinate to the investors’
certificates and notes. The value of these retained interests depends upon income earned on these interests which
is affected by many factors not within our control, including the performance of the securitized loans, interest paid
to the holders of securitization securities, credit losses and transaction expenses. The value of our interests in the
securitizations will vary over time as the amount of loans in the securitized pool and the performance of those loans
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fluctuate. The performance of the loans included in our securitizations is subject to the same risks and uncertainties
that affect the toans that we have not securltlzed including, among others increased delmquenmes and credit losses,
economic downturns and social factors, interest rate fluctuations, changes in government policies and regulations,
competition, expenses, dependence upon thlrd—party vcndors fluctuations in accounts and account balances, and

mdustry nsks
ITEM 1B. UNRESOLVED STAFF COMMENTS ’ oo . N

None' e . ' C ' -t T
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ITEM2. PROPERTIES ' ) ' . '

' Inaddjtion to our destination retail stores listed below, we also operate a corporate headquarters, administrative
offices, four distribution centers, a merchandise return center, five customer care centers and a taxidermy
manufacturing facility. The following table provides information regardmg the general location, use and approximate

size of our non-retail principal properties:. . ' } .
" Total Segment That
Property Location Square Feet Uses Property
Corporate Headquarters and Customer Care Center.. ... " Sidney, NE ’ 294,000  Qther, Retail, Direct and
) Co — : Financial Services
Administrative Ofﬁces. s SEREY N Sidney, NE —28,000 Other
Distribution Center. . .. .. .. ... ... i iniirnuns Sidney, NE 752,000  Other
Distribution Center. . ... ... ...t iinianens Praitie du Chien, Wi 1,071,00¢  Other
Distribution Center ...........c.i0iieirnrniennnnns Mitchell, SD 84,000  Direct
Merchandise Return Center, . ........... R ‘. . +Oshkosh, NE * 152,000  Other -
Customer Care Center ................: A . North Platte, NE ' 12,000  Direct
Administrative Offices and Customer Care Center . . ... Kearney, NE 151,000  Direct
Customer CareCenter .. ........ovviirinnnirnrnnns Grand Island, NE(1) 12,000 * Direct
Customer Care Center and Administrative Officels e Lincoln, NE . 76,000  Direct, Financial |
) . ‘ , ) . Services and Qther
Manufacturmg and Admmlstratlve Off'ces e . Woonsocket, SD 145,000  Direct
Distribution Center. . . . . . . P PR Wheeling, WV(1) ' ],165,.000 Other .

(1) "We own all of these properties éxcept the Grand Island, Nebraska customer i:'are‘ center and Wheeling, West
Virginia distribution center, which we lease. o ‘

" We own all of our destination retail stores except Boise, Idaho which is leased. Also, in connection with some
of the economic development packages received from state or local governments where our stores are located, we
have entered into agreements granting ownership of the taxidermy, diorama, or other portions of our stores to these
state and local governments. The following table shows the location, opening date, and approximate total square
footage of our destination retail stores used in our retail segment:

* 1

- Total Square
S 'Location - Opening Date Footage

Kearney, NE........... e e October, 1987 35,000
Sidney, NE ... ... ...t July, 1991 104,000
Owatonna, MN. ... ... .. ... . ... . i .. March, 1998 159,000
Prairie DuChien, WI .. ........ ... .. ... ...... September, 1998 53,000
East Grand Forks, MN . . ... ... .. ... ... ... September, 1999 59,000
Dundee, MI. . .... e e March, 2000 228,000
Mitchell, SD .. ... ... August, 2000 84,000
Kansas City, KS . ......... ..o it August, 2002 186,000
Hamburg, PA ... ... .. ... .. .. i September, 2003 247.000
Wheeling, WV ... .. ... ... .. o August, 2004 176,000
Fort Worth, TX . .. ... . i e May, 2005 234,000
Buda, TX........... .. ivivnn.. e June, 2005 192,000
Lehi, UT-. ... i i i i August, 2005 : 170,000
Rogers, MN. ... ... ... .. .. o i i, October, 2005 185,000
Glendale, AZ. . ..ot July, 2006 166,000
Boise, ID. ... i August, 2006 132,000
Richfield, WI ..... ... . ... . . i, September, 2006 166,000
LaVista, NE. .. ... ... ... ... . . October, 2000 129,000

At the end of fiscal 2006, the total net book value of our property and equipment was $600.1 million. As of
December 30, 2006, we believe that our 'prqperties and equipment are suitable for their intended use.
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ITEM3. LEGAL PROCEEDINGS

We are party to certain lawsuits in the ordinary course of our business. The subject matter of these proceédings
primarily include commercial disputes, employment issues and product liability lawsuits, including the product
liability lawsuits regarding tree stands-described on page 18. We do not believe that the ultimate dispositions of
these proceedings, individually or in the aggregate, will have a material adverse effect on our consolidated financial
position, results of operations or liquidity.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS -

No matters were submitted to a vote of sécurity holders during the fourth quarter of fiscal 2006.

1
|

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

Tty

Price Range of Common Stock . e

We have common stock and non-voting common stock. Our common stock began trading on June 25, 2004 én
the New York Stock Exchange (“NYSE”) under the symbol “CAB”. Prior to that date, there was no public market
for our common stock. Our non-voting common stock is not listed on any exchange and not traded over the counter.
As of February 19, 2007 there were 935 holders of record of our common stock and seven holders of record of our
non-votmg common stock. This does not include persons who hold our common stock in nominee Jor “street name”
accounts through brokers or banks.

(L PR

The following table sets forth, for the perlods mdlcated the hlgh and low sales prices per share of our common
stock as rcported on the NYSE

e . oo Vo
. “

Fiscal 2006 ' Fiscal 2005

" ) ' High " Low - High' v Low
First QUarter. .. .....oo ettt ' $21.19 $16.06 $2341 ' $20.15
SecondQuarter ...............coivunirnn.n, $20.78 $16.73 $22.90 $i8.56
ThirdQuarter . ......o.oviiiiiiee ... $2225 - $1679  $23.09 $18.00

FourthQuarter ..................... T $26.00 $21.04 . $1875 $15.34
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Stock Performance Graph

The following stock performance graph and table show Cabela’s cumulative total shareholder return on a )
quarterly basis since the beginning of our first full fiscal quarter following the date of our initial public offering. The
graph also shows the cumulative total retums of the S&P 500 Retailing Index and the S&P 500 Index. The graph
assumes that $100 was invested on July 2,2004. .
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712104 _ 1OI1I‘04 12]31/04 4/1/05 711/05 9/30/05 ° 12/30/05 3/31/06  6/30/06 9/29/06 12/29/06
I—Q—Cabela's Inc. —=— S&R 500 Retailing Index —a— S&P 500 Index
4
arket closi ice at closest date tg e f Cabela’s fisc L quarter:
July2, -Oct.1, Dec.31, Apr.1, Julyl, Sept.30, Dec.30, Mar.31, June30, Sept'29, Dec.29,
2004 2004 2004 2005 2005 2005 2005 2006 2006 2006 2006
Cabela’sInc. ....... $100.005 87775 84.54% 76.06 5 78.44 % 68295 61.71 % 76288 71.603 80.78 § 89.70
S&P 500 : : .
Retailing Index .. 100.00 103.61 "116.56 106.98 111.36. 110.56 115.17 119.49 113.91 118.77 125.95
S&P 500 Index_. . ... 100.00. 10054 107.69 10422 106.14 109.19 11092 115.06 1i2.87 118.70 126.03

Dividend Policy I

We have never declared or paid any cash dividends on our common stock and do not anticipate paying any cash
dividends on our common stock in the foreseeable future. In addition, our revolving credit facility and our senior
notes restrict our ability to pay dividends to our stockholders based upon our prior year’s consolidated EBITDA
and our consolidated net worth, respectively. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Liguidity and Capital Resources — Credit Facilities and Other Indebtedness” regarding
dividend restrictions and defining EBITDA.

Equity Compensation Plans

For information on securities authorized for issuance under our equity compensation plans, see “liem 12 -
Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.””
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ITEM 6.

SELECTED FINANCIAL DATA

&

You should read the selected historical consolidated financial and other data set forth below in conjunction
with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our audited
consolidated financial statements and the related notes included elsewhere in this report. In the opinion of managemént,
the audited consolidated financial statements reflect all adjustments which are necessary to summiarize fairly our
financial position and our results of operations and cash flows for the periods presented. We have derived the historical
consotidated statement of operations data for our fiscal years 2006, 2005 and 2004 and the historical consolidated
balance sheet data as of the end of our fiscal years 2006 and 2005 from our audited consolidated financial statements
included elsewhere in this report. We have derived the historical consolidated statement of operations data for our
fiscal years 2003 and 2002 and the historical consolidated balance sheet data as of the end of our fiscal years 2004,
2003 and 2002 from our audited historical consolidated financial statetnents that are not included in this report. The
historical results presented below are not necessarily indicative of the results to be expected for any future period.

(Dollars in Thousands Except Ezrnings per

i?iseal Year (1)

Share and Average Sales per Gross Square Foot) 1006 2005 2004 - 2003 2002
Statement of Operations Data:
Revenue: :
Directrevenue ..., .........c.ccvnnnn. $1,088,480 $1,044,167 b 976,157 $ 928,949 $ 871,553
Retaillrevenue . ... ... ... ..., 820,321 620,105 498,258 407,961 305,486
Financial services revenue.............. 137,423 105,831 69,060 49,823 40,699
Otherrevenue (2)..................... 17,300 29,558 12,499 5,690 6,843
Towalrevenue. .. .................. 2,063,524 1,799,661 1,555,974 1,392,423 1,224,581
Costofrevenue. ............coiveeennnnn 1,204,399 1,064,322 925,665 827,528 735,445
Selling, general and administrative expenses 715,380 620,376 533,094 479,964 413,135
Operatingincome. . ......ooovnieenann. 143,745 114,963 97,215 84,931 76,001
Interestincome .. ............ocveonn.. 1,821 672 601 408 443
Interest expense . ... ......... ... ..., (17,947} (1 0,928') (8,178) (11;158) (8,413)
Otherincome{3) ..................... 9,637 10,663, 10,443 5,612 4,708
Income before provision for income taxes. . .. 137.256 115,370 100,081 79,793 72,739
Provision for income taxes ............... 51,471 42,801 35,085 28,402 25817
Net income availablg to common :
stockholders. ....................... $ 85,788 § 72,569 $ 64,996 $ 51,391 § 46,922
Basic earnings pershare . ................ 3 1.32 3 112 '$ 1.06 3 0.99 $ 0.94
Diluted earnings pershare ............... 5 1.29 $ 1.10 g 1.03 $ 0.93 $ 0.88
Weighted average basic shares : ' '
outstanding (000's) .................. 65,221 64,669 61,277 52,060 49,899
Weighted average diluted shares . . .
outstanding (000s) .................. 66,644 66,268 ‘63,277 55,307 53,400
Selected Balance Sheet Data (as of end of period): -
Cash and cash equivalents @) ............. $ 172,903 $ 86,923 $ 123,934 ° 8§ 112,656 $§ 135761
Short-term investments ... .......-<...... . — — 124,250 ' 79,925 42,875
Workingcapital ........ ... ... ... ...... 335,387 145,559 274,746 228,580 188,229
Totalassels ... ... . ... iiiiiiinnninn 1,751,230 1,366,280 1,228,231 963,553 854,968
Totaldebt ... ... . ... ... ... .. ... 317,873 119,826 148,152 142,651 161,452
Total stockholders’ equity ........... ... 733,858 639,853 566,354 372,515 259,530
Selected Cash Flow Data: :
Net cash flows from operating activities . ... 54,957 72,564 46,659 63,253 54,797
Net cash flows from investing activities . . . . . (144,696) (80,617) (171,136) (126,785) (126,490)
Net cash flows from financing activities . ... 175,719 (28,938) 135,755 40,427 97,699
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(Dollars in Thousands Except Earnings per

- Fiscal Year.(1)

Share and Average Sales per Gross Square Foot) ' 2006 - e 2005 - 20047 2003 2002

Other Data; : ' B '

Number of catalogs mailed (000%s) ....... . 135,326 . 121,606 . 120,383 ., 103,976 96,723

Number of destination retail stores ) Coae L, . :

(atendofperiod) .................... 18 14 jLI 9 8
Total gross square footage ' ‘

{atend of the period) ................. 2,705,377 2,097,840 © 1,317,060 " 1,140,709 893,810
Average sales per gross square foot(5) ... ... $ 48§ 367 3 399 7§ 389§ 384
Comparable store sales growth (6}, .. ... ... ) 1.3% (6.2Y% - (0.8Y% 06% . 3%
Depreciation and amortization .. ............ % 45559 %, 34912 .35 29843 . § 20,715, § 23,539
Capital expenditures .................... 179,238 194,659 52,568 72,972 . 53,387
Purchases of marketable securities(7) ...... 23,397 65,077 74,492 . 18,201 32,821
EBITDA(B) ... .. i 198,941 160,538 137,501 117,258 104,248
EBITDA margin(9) .............. s _ 9.6% 8.9% 8.8% 8.4% 8.5%
(I} Our fiscal years are based on the 52-53 week period ending on the Saturday closest to December 3i. Our fiscal

yéars 2006, 20035, 2004 and 2002 consisted of 52 weeks and our fiscal year 2003 consisted of 53 weeks.

(2)  Other revenue consists primarily of revenue from our real estate and travel busmesses

(3) Otherincome consists primarily of interest earned on economic development bonds, gains on sales of marketable
securities and equity in undistributed net earnings (losses) of equity method investees..

4)." At fiscal years ended 2006, 2005, 2004, 2003 and 2002, cash and cash equivalents at World’s Foremost Bank
were $52.8 million, $80.6 million, $58.1 million, $77.2 million and $35.0 million, respectively, which is included
in our consolidated cash ‘and cash equivalents. Due to regulatory restrictions, our ability to use this cash for
non-banking operations, including for working capital for our direct or retail businesses or for destination
retail store expansion, may be limited. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operation — Bank Dividend Limitations and Minimum Capital Requirements” for additional
information.

5) Average sales per gross square foot includes sales and square footage of stores that are open at the beginning of
the period and at the end of the period.

{6) A store is included in our comparablé store sales base the first day of the month following the fifteen month
anniversary of its opening or expansion by greater than 25% of total square footage. The percentages shown
are based on a 52 to 52 week comparison.

(7) This amount consists primarily of purchases of economic development bonds, the proceeds of which are used to
construct our destination retail stores and related infrastructure. See “Management’s Discussion and Analysis
of Financial Condition and Results of Operations — Liquidity and Capital Resources — Retail Store Expansion”
for additional information.

(8) When we use the term “EBITDA,” we are referring to net income minus interest income, plus (i) interest

expense, (ii) income taxes and (iil) depreciation and amortization, all as presented in the consolidated statements
of income. ~Interest income and interest expense of WFB are not adjusted in calculating EBITDA as these
amounts are included in financial services revenue in the tonsolidated statements of income. We present
EBITDA because we consider it an important supplemental measure of our performance. We also use EBITDA
to determine our compliance with some of the covenants under our revolving credit facility.

EBITDA has limitations as an analytical tool and you should not consider it in isolation or as a substitute for

net income, operating income, cash flows from operating, investing or financing activities or any other measure
calculated in accordance with generally accepted accounting principles. Some of these limitations are:

e  EBITDA does not reflect our cash expenditures or future requirements for capital expenditures or capital
commitments;
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e - EBITDA does not reflect changes in, or cash requirements for, our working capital needs;

*  EBITDA does not reﬂect the interest-expense or cash requirements necessary to service interest or
principal payments on our debt;

s although depreciation and amortization are non-cash charges, the assets being depreciated and amortized
will often have to be replaced in the future, and EBITDA does not reflect any cash requirements for such
replacements; and

e other companies in our industry may calculate EBITDA differently than we do, limiting its usefulness as
a comparative measure.

Because of these limitations, EBITDA should not be considered as a measure of discretionary cash available
to us to invest in the growth of our business and we rely prlmarlly on our generally accepted accounting prmCIples

‘results and use EBITDA only supplementally.

The followmg table reconciles EBITDA to net income:

Fiscal Year (1)

2006 2005 " 2004 2003 2002
) Co . : (In Thousands) .
Netincome ., ........................ $ 85,785 $ 72,569, § 64,996 $ 51,391 $ 46,922
Deprecation and amortization . ..... .. 45 559 34912 29843 26,715 23539
Interest income. . ........ P too(1,82 1.) ‘ (67Zj (6011) - (408) (443)
Interest expense . . ... L 17,947 . - 10,928 . 8,178 11,158 8,413
Income taxes ...... e 51,471 - 42,801 35,085 28,402 25817
EBJTDA ........... e . 5198941 . $160,538 - $137,501 . §117,258 $104.,248

(%) . EBITDA margin: is defined as our consolidated EBITDA as a percentage of é;)ur' consolidated revenue.

+
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
<y RESULTS OF OPERATIONS

The following discussion ard analysis of financial condition, results of operations, liquidity and capital resources
should be read inconjunction with our audited consolidated financial statements and notes thereto appearing
elsewhere in this report. This discussion contains forward-looking statements that involve risks and uncertainties,
including information with respect to our plans, intentions and strategies for our businesses. Sce “Special Note
Regarding Forward -Looking Statements.” For additional information regarding some of the risks and uncertainties
that affect our business and the industries in which we operate, please see “Risk Factors. * Qur actual results may
differ matertally from those estlmated or prOJected in any of these forward- lookmg statements.

Overview PR : .

We are the’world’s largest direct marketer, and a leading specialty retaller of hunting, fishing, camping and
related outdoor merchandise. We serve people ‘who enjoy the outdoor lifestyle through our well-established direct
business and our growing number of destination retail stores. Additionally, we benefit from our credit card operation
that strategically supports our merchandising business by reinforcing our brand and incréasing customer loyalty. To
best reflect our operations, we organize the reporting of our business into the following segments:

. Direct, which consists of our catalogs and website;
. Iietali_lm, which consists of por destination retail stores;

e  Financial Services, which consists of our-credit card business managed and administered by cur wholly-
owned bank subsidiary, World’s Foremost Bank; and

e Other, which consists of aggregated non- merchandlsmg outfitter services, our real estate land sales and
corporate and other expenses.

"In the followmg drscussron where we refer to our “merchandising business” we mean our Direct and Retail
segment operations, collectively. Where we make reference to our “bank,” we are referrmg to the operations of our
Fmanc1al Services’ segment : : - . :

We had mgmﬁcant increases in revenue, net income and earmngs pcr share in f“tscal 2006 compared to fiscal
2005. Total revenue increased $263.9 million, or 14.7%, to $2.06 billion; net income increased 18.2% to $85.8 millton;
and diluted earnings per share increased 17.3% to $1.29 per diluted share. Revenue from our three main business
segments increased in fiscal 2006 compared to fiscal 2005. Dlrect revenue increased 4.2% to $1.09 billion; Retail
revenue 1ncreased 32.3% to $820.3 million, wrth a comparable store sales increase of 1.3%; and F1nanc1al Services
revenue 1ncreased $3L.6 mllhon or,29.9%, to $137.4 million.

3

Accomplishments in Fiscal 2006

During fiscal 2006, we focused our efforts on expanding our merchandising business, increasing exposure
to our. loyalty programs, increasing comparable store sales, 1mprovmg our operating margin and enhancing our
systems Our accompllshments as a result of these efforts were as follows

. Our total revenue exceeded $2.0 billion — as we contmued to leverage our multi- channel model to drive
sales in all three of our primary segments.

+

e Retail revenue increased by $200.2 million, or 32.3%, as we opened four new destination retail stores —
increasing our retail square footage by 29% and our geographical diversification across the United
States.

»..  Our Direct business continued on a strong steady growth pattern as revenue increased $44.3 million, or
4.2%, to nearly $1.1 billion. The number of active customers, which we define as those customers who
have purchased merchandrse from us in the last twelve months, mcreased by 4.6%.

. Our bank continued to build brand loyalty with our Cabela’s CLUB Vlsa card Total managed credit
,card loans exceeded $1.6 billion at the end of fiscal 2006 and average active accounts totaled 853,187 for
2006.

v R - C !

29




Business Strategy

Internet visits increased by 32:1% over fiscal 2005, and our website was the most visited sports and fitness
website in fiscal 2006 according to Hitwise Incorporated, an online measurement company. In add1t1on
Cabela’s website oytranked major retailers as a leader in providing the best online shopping experience,
according to a. study done by Cisco® Systems Internet Business Soluttons Group, a business consultmg

group. L o ‘ o o

We were awarded an RIS News Fusion Award for “Customer Experience” for our “out-of-thé-box thinking
in differentiating ourselves while delivering results in sales profits and market share” ‘and for addmg
“technical expertise, service and educatron to our products h '

e
b : o~

We improved our operating income margm by 60 basis pomts from 6. 4% in 2005 to7. 0% in 2006

We completed plans to open eight new destination retail stores in 2007.

Our comparable store salés increased by $6.7 n‘lllllOI‘l or 1. 3% ', St T ,'._.'"

We implemented the second phase of a new warehouse management system that allows us to _more

-accurately and timely route customer orders based on available inventory and proXimity to’the closest
distribution location. This system w1ll be rolled out to our destination retail stores in the first half of 2007,
to complete the implementation. :

We completed the first phase of implementing our merchandise management system which consolidates
information related to our item master, vendor master‘and purchasé order system and provrdes the
foundation for how we account for and manage our merchandise process. , -,

We installed software to help us improve our retail stock position and enhiance our store merchandising,
We improved the infrastructure of our lnternet site by adding customer ratmgs and revrews

We expanded our electronic trading program with over 850 of our largest vendors al]owmg us to receive
advanced ship notices, invoices and shipping labels electromcally AT

We deployed a company-wide on-line learning management system 0 tram our employees which mcludes
training on topics such as product mformanon sa]es training and general ofﬁce software apphcanons

We completed a 574 000 square foot expansron to our Wheelrng, West Vrrgrma dlstrrbutron center.

We worked with local municipalities to retire $53.0 million of principal on econgmic development bonds
related to our Wheeling, West Virginia retail store and dlStl’Ibuthﬂ center This is part of our $trategy of
monetizing economic development bonds to incréase our-retirn on mvestment of related facilities. In
addition, we received notice from the bond trustee that it intends to retire an additional $42.9 million of
principal in 2007

t N .,

We completed the private placement of $215.0 million of long-term debt to support our Retail expansron

Our bank completed a $500 0 million securitization of credit cards under favorable terms whlch replaced
a maturing securitization of $250.0 million and securitized an additional $250.0.million in credit card
loans. Our bank also successfully replaced the provider of i 1ts $300 D mrlllon commercral paper conduit
program with another provider at favorable rates.

We expanded our customer loyalty programs by launchmg a deb1t card and a loyalty rewards card to reach
a more diverse customer base. = ¢

s . vt . 1e ' . v

We continue our legendary focus on customer servrce quahty and- se]ection as our multl channel business

strategy emphasizes the following key components

Continue to open new destination retall stores We have increased our destmatron retall store base from ]
four'stores in 1998:to 18 in 2006, representing 2.7 million square feet of retail space We currently plai to open eight
destination retail stores in 2007, all of which have been announced: Through ‘ur extensive customer database and
analysis of historical sales data generated by our direct business, we are able to identify geographic areas with a high
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concentration of customers that represent potential new markets for our destination retail stores. We beheve that
there are many additional markets throughout North America that could potentially support one of our destination
retail stores. Addltlonally, we believe that smaller—format destination retail stores could provide further opporiunities
for future expansion: Qur stores require large capital investments. We are actively seeking ways to improve their
operatmg efficiencies, layout and customer friendly design to mcrease our average customer transaction and improve
our return on investment, 1ncludmg leasmg retail store space.

‘i

Expand our Direct busmess. We plan to expand our Direct business through several 1mtratwes surroundmg
existing and new customers. We will seek to increase the amount each customer spends on our merchandise through
enhanced customer targeting, continued introduction of new catalog titles and the development and marketing of

new products. We have taken advantage of web-based techriologies such as targeted ‘promotional e-mails, on-line .

shopping engines and Internetaffiliate programs to increase sales. We also'aré improving our customer relationship
management system, which we expect’will allow us to better manage our customer relationships and more effectively
tailor our 'marketing programs.” We will use our expandmg retall business to capitalize on addltlonal customer
purchase history and information, ** - :

Expand our customer loyalty programs. We intend to increase the penetration of our loyalty programs,
in¢luding programs for our 'Cabela’s CLUB Visa credlt card, our third party debit card and our Cabela’s CLUB
Rewards ‘loyalty card to attract a more diverse group of customners. Based upon historical results, we believe these
programs will remforce our customer loyalty and reténtion and théteby increase revenue and net income. o

i

Lo e

Improve our operatmg eﬂ‘iclencles As we continue to grow our business through opening new destination
retail stores and building our direct business, we are focused on improving our operating efficiencies by optimizing
and investing in our management information systems and distribytion and logistics capabrhtles We also are
analyzing our catalog costs and inventory turns and concentrating on our sales training,.

Expand the reach of our brand and target market through complementary opportunities. We focus on
increasing consumer awareness of our company and maintaining and enhancing our outdoor lifestyle image by using
consistent branding in all of our distribution channels. We also will continue to effectively broaden the application
of our brand through: opportunistic acquisitions of complementary businesses; internal development of relevant
businesses and product categories; and continued involvement and sponsorship of sporting and hunting events.
In addition, we will continue to leverage our brand recognition through conservation, corporate relationships and
alliances. - . .

e N

TrendsandOpportumtles ' | ,7 . e .

Improving Comparable Store Sales. Our comparable store sales improved 1.3% in fiscal 2006 over fiscal 2005,
We continue to focus initiatives on improving comparable store sales. We experienced declines at some stores in
our comparable store base due to gasoline prices as discussed below and due to our own cannibalization of market
share.

Catalog production and circulation costs. Costs of providing our catalogs ‘continue to increase as postage and
printing prices increas¢. Catalog costs increased by 0.2% as a percentage of Direct revenue in fiscal 2006 over 2005.
We are mitigating these cost increases by éntering into long-term contracts for paper and printing and enhancing our
in-house production capabilities. We continue to refine our customer contacts strategy through advanced analytic
concepts to maximize total sales across all channels while minimizing processing and distribution costs.

Growth of our credit card business. We anticipate that Financial Services revenue will increase as our
portfolio of managed loans matures, and we will seek to further increase Financial Services revenue by attracting
new cardholders through low cost targeted marketing at our destination retail stores. We will continue to control
costs in our Financial Services segment by managing default rates, delinquencies and charge-6ffs by continuing our
underwriting and account management standards and practices. We anticipate that we will continue to sell our credit
card loans in the securmzatlon markets and manage those customer accounts at the bank. e

. . Effect of Retail expanswn on. Dzrect busmess When we open a destination retail store in a new market, our
Direct revenue in that market. generally experiences a decline during the first 12 months after the new store opening
despite a substantial increase in our Retail revenue in that market due to the presence of our destination retail store,
The new retail store serves as a marketmg tool in that geographic area. As a result, approximately 12 months after the
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opening of the destination retail store, Direct revenue in that market has historically résumed its'growth rate priot to
the new retail store opening. We were very pleased with the continued growth rate of our Direct business in fiscal
2006, a year in which we increased our Retail sales by $200.2 mllhon and also mcreased our Dlreet business by $44. 3

million, or 4.2%, to reach nearly $1.1 brllron in sales ' : C _‘ v 1

Effect of system enhancements on our operanons Through the complenon of syslem enhancements over the
past several years, we expect to see 1mprovements in 1nvent0ry turns, replemshment and fill rates, produet avar]abﬂlty
and delivery. : : o

Gasoline prices. Increases in gasoline prices may affect our Retail sales more negatively than our other retail
_ competition. We rely on destination retail store formats where some of our,customers must drive hundreds of miles
to visit our stores. If gasoline prices increase, customers may opt to shop at competitors located closer to large
populations. Our new retail store locations in 2006, as well as future planned locations, are primarily, located closer
to larger metropolitan areas, which we believe will help mmgate the impact of gasoline price increases on our Retail
sales. Our Direct business has historically been less affected by gasoline price increases. Our multi-channel strategy
helps mitigate our exposure to increases in gasolme prices.

D e

Land sales. In fiscal 2006 the amount of land sales decreased by $15 1 million to $10 5 m:lhon compared to
$25.6 million in fiscal 2005. These land sales are included in other revenue and pertain to sales of land around our
destination retail stores. The cost of the land is reflected i in cost of other revenue as this land was held for sale. The
timing of the land sales and the varying gross profit of these land sales can have an impact on our annual and quarterly
results of operations.. The margin on thesales 'of land can vary significantly dependingon the circumstances and
developmem plan for each location. In fiscal>2006, land sales contributed $4.9 million of gross profit on $10.5
million in sales, a 46.6% gross margm on land sales,' compared: to $4.8 mmillion of gross profit on $25.6 million in
land sales for fiscal 2005, an 18.9% gross margin on land sales. The sale of land around our destination retail stores
creates an opportunity for increased revenues and return on our overall destination retail concept. |

»
. . -’|
Revenue

4 . - ¢ . . Y

Revenue consists of sales of our products and services. Direct revenue includes sales from orders placed over
the phone, by mail and through our website and includes customer shipping charges. Retail revenue includes all
sales made at our destination retail stores and is driven by sales at new stores and changes iri comparable store sales.
A store is included in our comparable store sales base on the first day of the month following the fifteen month
anniversary of its opening or expansion by greater than 25% of total square footage. Financial Services revenue
includes securitization income, interest income and interchange and other fees net of reward program costs, interest
expense and credit losses from our credit card operations. Other revenue consists primarily of land sales around our
destination retail stores and our non-merchandising outfitter services. e

. n il A a4 '

Cos;t of Revenue

Cost of revenue for our merchandising t busmess mcludes cost of merchandise, shipping costs, inventory shrmk
and other miscellaneous costs. However, it does not include occupancy costs, depreciation and amortization, dlrect
labor or warehousmg costs, which are included in selling, general and, admmrstratrve expenses. Our Financial
Services segment does not have costs classified as cost of revenue.. Other,cosl of revenue includes the basis in land
that we have sold. . _ o T R

Selling, General and Administrative Expenses ' - S AR

s Al X} v

Sellmg, general and administrative expenses mclude dlrectly rdentrflable operatmg costs.and other expenses,
as well as depreciation and amortization. For our Direct segment, these operating costs primarily consist of catalog
development, production and circulation costs, Internet advertising costs and order processing costs. For our Retail
segment, these costs primarily consist of payroll, store occupancy, utilities.and advertlsmg costs. For our Fmancml
Services segment, these costs primarily consist of advertising costs, marketing fees paid to our other segments, third
party data processing costs associated with servicing accounts, payroll and' other administrative fees. Our Other
expenses include shared-service costs, general and administrative expenses and the costs-of operating our vafious
other small businesses described above which are not included in any of our segments Shared-service costs include
costs for services shared by two or more of our business segments (principally our Direct and Retail segments) and
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include receiving, distribution and storage costs, merchandising, quality assurance costs and corporate occupancy
costs. General and administrative expenses include costs associated with general corporate management and shared
departmental services such as ‘management information systems, finance, human resources and legal.

Operating Income and Gross Profit

‘Operating income is defined.as revenue less cost of revenue and selling, general and administrative expenses.
Given the variety of segments-we report and the different cost classifications inherent in each of their respective
businesses, it is difficult to compare our consolidated results on the basis of gross profit, or the difference between
revenue and cost of revenue. We believe that operating income presents a more meaningfu) measure of our consolidated
operatmg performance than gross profit because of the following factors:

e our Fmancxal -Services segment does not have costs classified as cost of revenue which results in a
disproportionate gross profit contribution for this segmeént;

. ~:».  we do not include occupancy costs,-depreciation, direct labor or warechousing costs in cost of revenue,
which affects comparability to other retailers who may account differently for some or all of these costs;
and :

"o we have historically attempted to price our customer shipping charges to generally match our shlppmg
- expenses, which reduces gross profit as a percentage of Direct revenue.

Consequently, we believe that operating income is the best metric to compare the performance and profitability
of our segments to each other and to Judge our consolidated performance because it includes all applicable revenue
and cost items.

Results of Operations

*."_Our fiscal year ends on the Saturday closest to December 31. All fiscal years presented consisted of 52 weeks.
Our operating results for fiscal years 2006, 2005 and 2004, expressed as a percentage of revenue, were as follows:

Fiscal Years

-

_ , 2006 2005 2004
REVENUE . ...\ vveaenecnnnn P © 0 100.00% 100.00% 100.00%
COSt OF FEVEIUE . . v\ e e et ettt ettt e et 58.37 ' 59.14 59.49

Gross profit (exclusive of depreciation and amomzatlon) ......... 41.63 40.86 - 40.51
Selling, general and administrative expenses. .... ... .. it 34.67 3447 34.26
Operating income .............. R e e 6.96 6.39 6.25

INtETeSt NCOME . . .\« vvvvveeeeeeeeeeeennnn e 0.09 0.04 0.03

INLETESt EXPENSE « . v vt vvme e e cie et (0.87) (0.61) (0.53). -

Other income (net)........... e 0.47 0.59 0.67
Total other income (expense). . A L © (031 0.02 0.17
Income before provision for income taxes ... 1. .. .. Lot 665 T 64l 6.42
Incometaxexpense............f.'.'....'...':....'..'.f ....... P 249 2.38 2.25

NI COMIE . & i it sttt e e e e e e e et e s 4.16% 4.03% 4.17%

L o G e
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Segment Information oo : .

The following table sets forth the revenue . and operatmg income of each of our segments for ﬁscal years 2006
2005 and 2004.

. Fiscal Years 7
2006 2005 2004
. . . (Dollars in Thousands)

Directrevenue. . ......... ..ot iiininnineenns e $1,088480 . $1,044,167 § 976,157
Retail revenue. . ... .. .. 820,321 620,105 498,258
Financial servicesrevenue . .. .......coiit it nnns 137,423 . 105,831 69,060
Otherrevenue . . ... ... i e e e 17,300 29,558 12,499

Totalrevenue....... ... ... ... it $ 2,063,524 $1,799,661 $1,555,974
Direct operating income. . ..........cvn..... e L $ 179,182 $ 171,908 $ 156,974
Retail operating income .. ..... S e e NN 124,122 85,895 78,454
Financial services operating income . ...................., 30,061 23,060 9,257
Other operating income (loss) ............... e (189,620) . (165,900) (147,470)

Total operating inCome . .......cootvvieiieninneennn.. $ 143,745 $ 114,963 $ 97215
As a Percentage of Total Revenue: ‘ :
Directrevenue. .. ...t e 52.7% 58.0% 62.7%
Retailrevenue. ....... .. ... ... . i 39.8 345 320
Financial servicesrevenue .. ......... . .ooiiiv e, 6.7 59 4.4
Otherrevenue ........ ...ttt 0.8 1.6 - .09

Totalrevenue. . ... ... .. .. .., e 100.0% 100.0% _100.0%
As a Percentage of Segment Revenue: - v
Direct operating income. . .. .........ouunirrieenennnnna. 16.5% 16.5% 16.1%
Retail operatingincome . .. ....... ... ... i, 15.1% 13.9% 15.7%
Financial services operating income .. ... ................ 21.9% 21.8% 13.4%

Total operating income (1) .............. e 7.0% 6.4% 6.2%

4

(1) The percentage of total operating income is a percentage of total consolidated revenue.

Fiscal Year 2006 Compared to Fiscal Year 2005

Revenue

Revenue increased by $263.8 million, or 14.7%, to $2,063.5 million in fiscal 2006 from $1,799.7 mllllon in
fiscal 2005 as we experienced revenue growth in our three major segmeénts. Qur land sales decreased in fiscal 2006
as compared to fiscal 2005, which was the primary contributor to the revenue decline in our Other se_gment of $12.3
miilion.

Direct Revenue. Direct revenue increased by $44.3 million, or 4.2%, to $1,088.5 million in fiscal 2006 from
$1,044.2 million in fiscal 2005 primarily due to growth in sales through our website. Circulation of our catalogs
increased by 1.6 billion pages, or 4.5%, to 36.8 billion pages in fiscal 2006 from 35.2 billion pages in fiscal 2005.
The number of active customers, which we define as those customers who have purchased merchandise from us in
the last twelve months, increased by 4.6%. The general product category that contributed the largest dollar volume
increase to our fiscal 2006 Direct revenue growth was hunting equipment.

Retail Revenue. Retail revenue increased by $200.2 million, or 32.3%, to $820.3 million in fiscal 2006 from
$620.1 million in fiscal 2005 driven by increased new store sales of $194.4 million. Revenue for stores in our
comparable base increased by $6.7 million, or 1.3%, compared to fiscal 2005. Revenue increases are attributable to
operational improvements in assortment and replenishment as well as increased efforts in advertising, The general
product category that contributed the largest dollar volume increase to our Retail revenue growth in fiscal 2006 was
hunting equipment.
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Financial Services Revenue. On a generally accepted accounting principles (“GA AP”) basis, Financial Services
revenue increased by $31.6 million, or 29.9%, to $137.4 million in fiscal 2006 from $105.8 million in fiscal 2005. We
measure the results of our Financial Services business on a non-GA AP managed basis as presented in the following
table labeled Managed Financial Services Revenue Presented on a non-GAAP Basis.

Interest income measured on a non-GAAP managed basis increased $42.6 million. The increase in interest
income was due to an increase in interest rates and managed credit card loans. Interchange income, net of reward
costs, increased by $8.6 million, or 20.3%. Interchange income is driven by net purchases, which increased by 21.4%.
Other income increased by $3.3 million due to the fair value change of the interest-only strips on our securitized
loans The increases in interest income, interchange income and other income were offset by an increase in interest
expense of $23.3 million due to increases in securitized credit card loans, borrowings and interest rates. Compared
to fiscal 2005, the number of average active accounts in fiscal 2006 grew by 17.5% to 853,187 and the average balance
per active account grew by 5.5% to approximately $1,591.

For credit card loans securitized and sold, the loans are removed from our consolidated balance sheet and the net
earnings on these securitized assets after paying outside investors are reflected as a component of our securitization
income on & GAAP basis. The following table summarizes the results of our Financial Services segment for fiscal
years 2006, 2005 and 2004 on a GA AP basis with interest and fee income, interest expense and provision for loan
losses for the credit card loans receivable we own reported in net interest income. Non-interest income on a GAAP
basis includes servicing income, gains on sales of loans and income recognized on our retained interests, as well as
interchange income on the entire managed portfolio.

Financial Services Revenue as Reported on a GAAP Basis:

Fiscal Years

2006° 2005 2004

(In Thousands)
Interest and fee income, net of provision for loan losses ............. $ 23,973 $ 17,196 $ 12,735
Interest EXPEnSE L. .ttt {5,008) (3,241) {3,063)
Net interest income, net of prowsmn for loan losses ...... T Lo 18,965 13,955 9,672
Non-interest income: o ' '
Securltnzatlon income [0 T e 169,173 133,032 96,466
" Other non-interest mcome e e .. . 39,381 31,836 24,905
Total non- mterest income. . . A, e _ 208,554 164,868 121,371
Less: Customer rewards COSS . . .....vooeeernernnnnn.. U (90,096) (72,992) (61,983)
Financial Services revenue. . ... ..ottt ittt it et e e $137,423 $105,831 $ 69,060

(1), For the f“ scal years ended 2006 2005 and 2004 we tecognized gains on sale of credit card loans of $17.4
- million, "$17.0 million and $8.9 million, respecnvely, which are reflected as a component of securitization

income. . : .
LI v . . ' [

Our managed credit card loans represent credit card loans receivable we own plus securitized credit card Joans.
Since the financial performance of the managed portfolio has a significant impact-on the earnings we will receive
from servicing the portfolio, we believe the following table on a managed basis is important information to analyze
our revenue in the Financial Services segment.” This non-GAAP presentation reflects the financial performance of
the credit card loans receivable we own plus those that have been sold for the fiscal years ended 2006, 2005 and 2004
and includes the effect of recording the retained interest at fair value. Interest income, interchange income (net of
customer rewards) and fee income on both the owned and securitized portfolio are recorded in their respective line
items. Interest paid to outside investors on the securitized credit card loans is included with other interest costs and
included in interest expense. Credit losses on the entire managed portfolio are included in provision for loan losses.
Although our financial statements are not presented in this manner, management reviews the performance of its
managed portfolio in order to evaluate the effectiveness of its origination and collection activities, which ultimately
affects the income we will receive for servicing the portfolio. The securitization of credit card loans primarily
converts interest income, interchange income, credit card fees, credit losses and other income and expense related to
the securitized loans into securitization income.
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Managed Financial Services Revenue Presented on a non-GAAP Basis:

Fiscal Years
2006 2005 2004
{Dollars in Thousands) '

Interest INCOME . . ot i ettt e et et i e e $ 145425 $ 102,824 $ 71,309
Interchange income, net of customer reward costs . ........ - 51,086 42,468 27,449
Otherfeeincome . ... ... .. ... ... ............ e 22,829 20,738 16,841
INEETESt EXPENSE . . .\ ittt i ettt e (64,910) " (41,654) (26,750)
Provision forloanlosses. ............... ... veenn.. L. - (26,064) - - (24,254) (20,208)
(0110 S SRR 9,057 5,709 419
Managed Financial Servicesrevenue. . ................0.... $ 137423 % 105,831 $ 69,060
As a Percentage of Average Managed Credit Card Loans
Managed Financial Services Revenue: .
Interestincome . ... .......viviinan... e, 10.7% 9.4% R.0%
‘Interchange income, net of customer rewardcosts ............ ’ 38 39 " 3.1
Other feeincome .. ............. R, I 1.7 - 1.9 2.0
Interest expense ............ A P e (4.8) (3.8) (3.0)
Provision forloan losses. . ........ ... . it (1.9 (2.2) 2.3)
Other. ..o i e 0.6 0.5 0.0
Managed Financial Servicesrevenue. ...................... 10.1% 9.7% 7.8%
Average reported creditcard loans. . ......... . ... ...l $ 133,712 $ 106,115 $ 82,526
Average managed creditcardloans . ... ... o oLl $1,357,671 $1,095,580 $ 888,730

Gross Profit

Gross prof"t increased by $123 & million, or 16.8%, to $859.1 million in fiscal 2006 from $735.3 million in flSCEl]
2005. As a percentage of revenue, gross profit increased to 41.6% for fiscal 2006 compared to 40.9% for fiscal 2005,
Our Financial Services revenue growth of $31.6 million, which does not have any corresponding i increase ln cost of
revenue, provided for an increase of 0.5% to gross profit as a percentage of revenue. In our Other segment, ‘sales of
land at higher gross profit margins than the prior year provided for an increase of 0. 4% in gross profit as a percentage
of revenue. However, these increases were offset by a decline in merchandising gross profit of 0.2% of merchandise
revenue as discussed below.

Merchandumg Business. The gross profit of our merchandising business increased by $88 8 million, or 14.3%,
to $709.0 million in fiscal 2006 from $620.2 million in fiscal 2005. As a percentage of merchandise revenue, gross
profit declined by 0.2% to 37.1% in fiscal 2006 from 37.3% in fiscal 2005. We saw improvements in our gross margin

‘due to better merchandising practices, increased sales of our Cabela’s branded merchandise and improvements in

operations, which have reduced our shrink costs and our obsolete inventory levels. These improvements in our gross
margin were largely offset by an increase in sales discounts of 0.7% of merchandise revenue. These discounts were
related to our promotional gift card campaign in our Retail segment and a new promotional campaign in the Direct
business. Our shipping margin — the shipping income we collect less the cost we pay to ship merchandise to our
customers - declined by 0.3% of merchandise revenue. The primary reason for the decline in shipping margin was
caused by the implementation of our new warehouse management software, which caused us to ship more packages
per order due to the inability to transfer products between distribution centers while the software was being phased-
in. That issue was resolved in October 2006. -
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Selling, General and Administrative Expenses

- Selling; general and administrative expenses increased by $95.0 million, or 15.3%, to $715.4 millicn in fiscal

2006 compared.to $620.4 million in fiscal 2005. Selling, general and administrative expenses were 34.7% of revenue
in fiscal 2006 compared to'34.5% of revenue in fiscal 20035, We recognized $3.6 million of stock based compensation
expense in fiscal 2006, which accounted for 0.175% of the 0.20% increase in selling, general and administrative
expenses as a percentage of total revenue. The most significant factors comnbutlng to the increase in sellmg, general
and administrative expenses by segment included: . : '

A}

Other selling, general and administrative expenses attributed to shared services increased by $27.2
million over the prior year primarily as a result of costs for strategic initiatives to expand and improve
our infrastructure. Wages and benefits increased by $17.2 million primarily due to increases in personnel

in our distribution centers as out merchandise revenue continues to grow including $2.4 million of stock
based compensation expense attributed to this segment included in wages and benefits. Depreciation

expense increased by $5.6 million due to two system upgrades 1mp]cmented at the end of 2005, new
systems put in service during 2006 and new equipment purchases in our distribution centers. Contract
labor costs increased by $3.1 million due to consulting costs on various company projects related to
system upgrades and expansion. Equipment and software expenses increased $1.3 million primarily
related to increased software licenses. Other selling, general and administrative costs as a percentage of
consolidated revenue increased to 9.8% from 9.7%. . ’ .

Direct selling, géneral and administrative expenses increased by $9.2 million due to several factors.
Increases in selling, general and administrative costs included an increase in catalog costs of $8.4
million. Catalog costs increased to $160.3 million in fiscal 2006 from $151.9 million in fiscal 2005.
As a percentage of Direct revenue, catalog costs increased to 14.7% in fiscal 2006 from 14.5% in fiscal
2005. This increase in catalog costs as a percentage of our Direct revenue was due to higher postage
and print rates and three catalogs that were not circulated in the prior year. In addition, there were
increases in salary, wages and related benefits of $3.0 million due to positions added to support our
growth, tncreases in incidental equipment and software expenses of $3.3 million, specifically related
to our website. Advertising.increased by $2.5 million over the prior year. The increase in advertising
was primarily driven by a new posteard promotion. Credit card discount fees increased by $0.7 million,
however as a percentage of total Direct revenue these costs were flat, These increases were largely offset
by an increase in the marketing fee paid to the Direct segment from the Financial Services segment of

© $9.0 lTll”lOl‘l or 0.8% of Direct revenue.

Retail selling, general and administrative expenses comprised $34.0 million of the total increase in selling,

‘general and administrative expense. New store operating costs related to our stores that were not open in the

comparable period of 2005 increased by $37.4 million. Total selling, general and administrative expenses
as a percentage of comparable store sales decreased by 0.5%, or $1.4 million. This decrease was primarily
driven by savings in salaries and 3 wages and related benefits as the stores have been concentrating on labor
schedulmg practices. Pre-opening costs were primarily flat compared to fiscal 2005 as we opened the
same amount of stores in both years. Retail corporate overhead costs, net of marketmg reimbursements,

"as a percentage of Retail revenue decreased by 0.4%, or 81. 9 million, compared to fiscal 2005 as increases

in salaries and related benefits were offset by an increase in the markctmg fee pald to the Retall segment
from the Financial Services segment of $6.5 million, or 0.8% of Retail revenue.

Financial Services selling, general and administrative expenses comprised $24.6 million of the total
increase in selling, general and administrative expense. This was primarily due to increased marketing
fees of $15.5 million paid to our other segments. Advertising and promotional costs increased by $6.7
million due to increases in new account acquisition costs and increases in Visa assessments, which
are driven by increases in credit_ card transactions. Third party data processing services related to our
credit card processing increased by $1.5 million as the number of credit card accounts and credit card
transactions increased. Postage increased $0.8 million due to increases in the number of accounts and

. postage rate increases. . ‘ .

P . . -t !
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Operating Income S S e

Operating income increased by $28.7 million, or 25.0%, to $143.7 million in fiscal 2006 from $115.0 million in
fiscal 2005. Operating income as a percentage of revenue increased to 7.0% in fiscal 2006 from 6.4% in fiscal 2005,
Operating income from our Direct segment was flat at 16.5% in both fiscal 2006 and 2005. Our Retail segment
operating income improved to 15.1% from 13.9% as the continued expansion helps offset overhead costs and our
comparable store operating costs have improved with more efficient labor scheduling. Financial Services operating
income is up 0.1% to 21.9% from 21.8% as growth in our customer loyalty program continues to contribute positive
returns in this segment.
. -

Other Income ' . e,

Other income decreased by $1 0 million to $9. & million in fiscal 2006 from $10.6 million in fiscal 2005 primarily
due to a decrease in interest earned from economic development bonds of $1.0 million in fiscal 2005. Economic
development bonds classified as “available-for-sale” on our balance sheet decreased by $27.5 million as we retired
more bonds than were purchased in the period. o '

lnterest Expense o t i o

) 3
Interest expense increased by $7 0 ‘million in fiscal 2006 to $17.9 miltion as compared with $10.9 million in
fiscal 2005. The interest expense increase was primarily due to the $215.0 million private placement of notes that
was completed in February.of 2006. This was partlally offset by an increase in mterest income earned on invested

cash of $1.1 million in 2006.

Income Taxes

QOur effective tax rate was 37.5% in fiscal 2006 compared to 37.1% in fiscal 2005. The increase in our effective
tax rate is primarily a result of us entering additional states during 2006. We expect that our effectwe tax rate will
continue to increase as we enter more states with our destination reta:! stores.

Fiscal Year 2005 Compared to Fiscal Year 2004 - ..

o1 'r
Revenue ‘ " C

Revenue mcreased by $243. 7 million, or 15.7%, to $1,799.7 million in fiscal 2005 from $1,556.0 mllhon in fiscal
2004 as we experienced revenue growth in each of our segments. We sold a 31gn1f1cam amount of land in fiscal 2005
as compared to fiscal 2004, which was the pnmary contrlbutor to the revenue growth in our Other segrment of $17.1
mllllon :

Direct Revenue. Diréct revenue increased by $68.0 million, or 7.0%, to $1 044. 2 million in fiscal 2005 from
$976.2 million in fiscal 2004 primarily due to growth in sales through our website. The number of customer packages -
shipped increased by 8.0% to 8.9 million in fiscal 2005. erculatlon of our catalogs increased by 0.8 billion pages,
or 2.3%, to 35.3 billion pages in fiscal 2005 from 34.5 billion pages in fiscal 2004, The number of active customers,
which we define as those customers who have purchased merchandise from us in the last twelve months, increased
by 4.8% to approximately 4.4 million in fiscal 2005 over fiscal 2004. The product categories that contributed the
largest dollar volume increase to our fiscal 2005 Direct revenue growth included huntmg equipment, footwear and
camping.

Retail Revenue. Retail revenue increased by $121.8 mi.llion, or 24.5%, to' $620.1 ‘million in fiscal 2005 from
$498.3 million in fiscal 2004 due to increased new store sales of $154.9 million. Revenue for stores in our comparable
base decreased by $28.8 million, or 6.2%, compared to fiscal 2004. We attribute the decrease in comparable store
sales to the addition of our Hamburg, Pennsylvania store in'the comparable store base, higher gasoline prices,
unemployment related to the industries near our Dundee, Michigan store and cannibalization of sales from our
Owatonna, Minnesota store related to the opening of our Rogers, Minnesota store. Qur Hamburg store was very
successful in 2004 making comparable store sales challenging. Hurricanes in the southern part of the United States
may have had some impact on our two new stores in Texas; however the primary impact was the hurricanes’ effect
on gasoline prices. The product categories that contributed the largest dollar volume increase to our Retail revenue
growth in fiscal 2005 included hunting equipment, camping and footwear.
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Financial Services Revenue. Financial Services revenue increased by $36.8 millien, or 53:3%, to $105.8 million
in fiscal 2005. We measure the results of our Financial Services business on a non-GA AP managed basis as presented
in the table on page 36. Interest income measured on a managed basis increased $31.5 million. The increase m
interest income was due to an increase in interest rates and managed credit card loans. Interchange income, net of
reward costs, increased by $15.0 million, or 54.7%. Interchange income is driven by net purchases which increased
by 22.2%. In addition, our participation in a new reward program with Visa increased our interchange income
by $5.7 million for the fiscal year. Customer reward costs, which are netted against Financial Services revenue,
generally increase at the same rate as Visa net purchases. However, in fiscal 2005, customer reward costs increased
only $11.0 million, or 17.8% over fiscal 2004. .The decrease in the growth rate of customer reward costs as compared
to Visa net purchases was caused by changes in some of our promotional event campaigns and the implementation of
the instant credit program in our destination retail stores in the second fiscal quarter of 2005. Instant credit allows
customers to find out within minutes if they are approved for credit. Changes in our customer rewards program
implemented in connection with instant credit have reduced the customer rewards costs related to the acquisition of
new accounts. Other income increased by $5.3 million due to the fair value change of the interest-only strips on the
securitized loans. The increases in interest income, interchange income and other income were offset by an increase
in interest expense of $14.9 million due to increases in securitized credit card loans, borrowings and interest rates.
Compared to fiscal 2004, the number of average active accounts in fiscal 2005 grew by 17.3% t0.726,214 and the
average balance per active account grew by 5.1% to approximately $1,509, ‘ :

Gross Profit . v -

Gross profit increased by $105.0 million, or 16.7%, to $735.3 million in fiscal 2005 from $630.3 million in
fiscal 2004. As a percentage of revenue, gross profit increased to 40.9% for fiscal 2005, compared to 40.5% in fiscal
2004. Our Financial Services revenue growth of $36.8 million, for which there is no corresponding increase in cost
of revenue, provided for an increase of 0.9% to gross profit as a percent of revenue. However, this was offset by a
decline in merchandising gross profit of 0.4% of merchandise revenue, as discussed below, and a decline of 0!1% in
gross profit as a percent of revenue on our other revenue due to sales of land at relatively low gross profit.

Merchandising Business. The gross profit of our merchandising business increased by $64.0 million, or 11.5%,
to $620.2 million in fiscal 2005 from $556.2 million in fiscal 2004. As a percentage of merchandise revenue,
gross profit declined by 0.4% to 37.3% in fiscal 2005 from 37.7% in fiscal, 2004. The decline was attributable to
increased freight costs due to higher fuel prices., Freight costs increased by 0.6% of merchandise revenue to 2.9%
of merchandise revenue in fiscal 2005 compared to 2.3% of merchandise revenue in fiscal 2004. Declines in gross
profit due to freight costs were offset by improved merchandising practices and less discounting as a percentage of
merchandise revenue over the prior year.
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Selling, General and Administrative Expenses

Selling, general and administrative expenses increased by $87.3 million, or 16.4%, to $620.4 million in fiscal
2005 from $533.1 million in fiscal 2004. Selling, general and administrative expenses were 34. 5% of revenue in
fiscal 2005, compared to 34.3% in fiscal 2004. The most mgmﬁcant factors contributing to the increase in sellmg,
general and administrative expenses included: -

Other selling, genera] and administrative expenses attributed to shared services comprised $22.6 million
of the total increase in selling, general and administrative expense and increased primarily as a result of
the addition of new employees, which increased salary and wages, relatéd taxes, insurance and benefits,
and 401(k) matching expense by $10.6 million. The additional new employees were hired primarily
in the distribution department, relating to expansion of retail distribution and increases in the direct
business. In addition, we hired additional personnel in management information systems, finance, legal
and human resources to support our growing infrastructure. Bonuses increased by $4.5 million due in
part to our improved performance, but also due to the elimination of extended vesting on executive bonus
compensation whereby deferred bonuses of $1.7 million were fully expensed in 2005 rather than expensed
over a two-year period in accordance with the previous-plan. Depreciation expense increased $2.8 million
as the Wheeling distribution center was in service for a full year in 2003 compared to a partial year in
2004. In addition, there were system related projects put in service for the distribution centers tracking
of inventory and for various corporate projects. Furniture and fixtures were pul in service for various
corporate expansion projects. Supplies expense increased $2.0 million related to increased supplies in
the distribution area and additicnal new employees. Repairs and maintenance costs increased by $1.7
million due to increased infrastructure and software maintenance costs.  Property taxes increased by
$1.7 million due to a credit for an estimated rebate on a state tax program recorded in fiscal 2004,

Direct selling, general and administrative expenses comprised $8.6 million of the total increase in selling,
general and administrative expense. Catalog production costs increased by $7.8 million, or 5.3%. Catalog
costs increased to $154.2 million, or 14.8% of Direct revenue in fiscal 2003, from $146.4 million, or 15.0%
of Direct revenue in fiscal 2004. This decrease in catalog costs asa percent of our Direct revenue was
primarily due to the strong Direct révenue increase and the focus on achieving the optimal circulation
program. Salary and related benefits increased by $5.0 ‘million due in part to additional employees in
our promotional area and due to an increase in health insurance of $1.5 million. The increase in health
insurance was partly due 1o an increase in standard insurance rates charged to some of our smaller
subsidiaries as the number of their employees increased. Advertising increased by $2.7 million as a result
of Internet advertising fees. Our credit card discount fees increased by $1.9 million. As a percentage of
revenue these fees increased 0.1% as interchange rates have increased. Repairs and maintenance costs
increased by $0.6 million related to a software and equipment maintenance agreement for our customer
relations department. These increases in selling, general and administrative expenses were partially
offset by an increase in the marketing fee allocated to our Direct segment from our Financial Services
segment of $9.7 million, or 0.9% of Direct revenue.

Retail selling, general and administrative expenses comprised $33.1 million of the total increase in
selling, general and administrative expense primarily due to having more stores and to increased new
store development and pre-opening costs. We break these costs into three categories. The first category is
pre-opening and new store development costs, which are all costs that we incur prior to a store’s opening.
The second category is the selling, general and administrative costs of new stores after they have opened,
but before they are included in the comparable store base. The final category is the selling, general and
administrative expenses that are incurred by the stores in our comparable store base. In fiscal 2005, our
new store development and pre-opening costs increased by $7.6 million related to our retail expansion
efforts. We also had four new stores that accounted for an increase of $35.8 million in selling, general

.and administrative expenses. The increases in selling, general and administrative expenses related to

new stores were partially offset by a reduction of $5.9 million in the selling, general and administrative
expenses of stores in our comparable store base, compared to those same stores in the prior year, and by
an increase in the marketing fee allocated to our Retail segment from our Financial Services segment of
$4.3 million, or 0.7% of Retail revenue.
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e Financial Services selling, general and administrative expenses compnsed $23.0 million of the total
increase in sellmg, general and administrative expense, This was primarily due to increased marketlng
fees of $14.0 million allocated to our other segments, Advertising and promotion costs, including new
account acquisition costs, increased by $3.9 million due to increases in Visa éssessm_ents, new account
acquisition costs and account retention tools. Third-party data processing services increased by $1.8
million, as the number of credit card accounts and transactions increased. Salary and related benefits
increased $1.5 million with the growth of the bank. Professional fees increased $0.9 million due to
consulting services for industry data research. Bad debt expense increased by $0.7 million primarily due
to an increase in counterfeit fraud. Our bad debts relating to fraud are less than industry standards.-

v E
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Operating Income

Operating income increased by $17.8 million, or 18.3%, to $115.0 million in ﬁscal 2005 from $97.2 million in
fiscal 2004 primarily due to the factors discussed above.

Other Income

Other income increased by $0.2 million to $10.6 million in fiscal 2005 from $10.4 mitlion in fiscal 2004
primarily due to an increase in interest earned from economic development bonds of $3.5, m11110n in fiscal 2005,
This increase was offset by decreases in gain on sale of investment and equity recognized. for.an unconsohdated
subsidiary of $3.3 million related to the sale of our investment in Great Wolf Lodge, LLC in fiscal 2004..

. '
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Interest Expense )

' N . o - + . ' N

Interest expense increased by $2.7 million in fiscal 2005 to $10.9 million as compared with $8.2 million in
fiscal 2004. The interest expense increase was primarily due to increased borrowings on our revolvmg line of credit.
In fiscal 2004, we were able to utilize the proceeds from our mmal public offering rather than incurring interést on
our revolvmglme of credit. ‘ . . T

Income Taxes

Our effective tax rate was 37.1% in fiscal 2005 compared to 35.1% in fiscal 2004. The increase in our effective
tax rate is a result of us entering additional states during 2005, changing our estimated rate on deferred taxes and
truing up-our prior year’s tax provision. We expect that our effective tax rate will continue to increase as we enter
more states with our destination retail stores. e - . .

st
-
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Quarterly Results of Operations for Fiscal Years 2006 and 2005 and Seasonal Influences

Dueg to holiday buying patterns.and hunting and fishing season openings across the country, merchandise -

revenue is typically higher in the third and fourth quarters than in the first and second quarters We anticipate our
revenue will continue to be seasonal in nature. o IS S

The following table sets forth unaudited financial and operating data in each quarter during fiscal years 2006
and 2005. This quarterly information has been prepared on a basis consistent with our audited financial statements
and includes all normal recurring adjustments that we consider necessary for a fair presentation of the information
shown. This information should be read in conjunction with our selected financial data and audited' consolidated
financial statements and the notes thereto appearing elsewhere in this report. Our quarterly operating results may
fluctuate significantly as a result of these and a variety of other factors, and operating results for any quarter are not
necessarily indicative of results for a full fiscal year. See “Risk Factors.” ‘

+
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Fiscal 2006 Fiscal 2005

. ' IR First Second . | Third Fourth. | . First, Second | Third, Fourth
(Unaudited) ) " Quarter Quarter Quarter Quarter Quarter Quarter " Quarter Quarter
N ' " ' (Dollars in Thousands Except Earnings Per Share) ‘

NelTevenue. .. ................ $404,805  $387,263 ~ $490,453  $781,003 -$350,580  $333.872 - S429,753  $675,447
Opcrating income.........~...7 " 14,203 14,545 26,851 88,146 11023 - 8,822 + 26,260 68,858
Netincome ........... DR L. © 5,083 8356 " 14,994 53352 - 7,167 6,016 ° 16,275 42,511
Earnings per share—basic (1) .. .. $ S04 0§ 0137 .5 023 0§ 082 0§ 012 0% 00 §4025 5§ 066
Earnings per share—diluted (1) .. 014 .8 013 'S .023 0§ 080 $ 012 % 005 § 025 5 0.64
As a percentage of full year resu!rs : I T P . o

Revenue ......... Pl e - 196% 18.8% 238%-. - 378% A9.5% .. ¢ 191 % - - 23.9% 37.5%
Operating income. ... .......... 29% 10.1% 18.7 % 613% 9.6% 1.7% 228% 59.9%
Netincome .. ........covvuevnns 10.6 % 9.7 % 17.5% 622% 10.7 % 83% 224% . 58.6%

(1) Basic and dilutéd earnings per share are corlriputed'i'ndependently for eachi of thé'quai:'ters presented.

. .
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Bank Asset Quality - 2

R we securitize a majorlty of our credit card loans, On a quarterly basis, We transfer eligible credit’card loans
into a securitization trust. We are required to own at least a minimum twenty day average of 5.0% of the interests in
thé securitization trust. Therefore, these retained loans have the same characteristics as those loans sold to outside
investors. Certain accounts are ineligible for securitization-because they are delinquent at the time of sales'to the
trust, originated from sources other than Cabela’s CLUB Visa credit cards and various other requirements. The total
amount of ineligible loans and receivables were $19.1 million and $14.1 million at fiscal year end 2006 and fiscal year
end 2005, respectively.

' The quality of ourmanaged credit card loan portfolioat any time reflects, among other factors, the creditworthiness
of the individual cardholders, general economic conditions, the success of our account management and collection
activities, and the life cycle stage of the portfolio. Our financial results are sensitive to changes in delinquencies and
net charge-offs of this portfolio. During periods of economic weakness, delinquencies and net charge-otfs are more
likely to increase. We have sought to manage this sensitivity by selecting a customer base that has historically shown
it to be very creditworthy based on charge-off levels, credit bureau scores such as FICO scores and behavior scores.
The median FICO scores of our securitized loans were 785 and 778 in 2006 and 2005, respectively. .

Our average managed credit card loans outstanding increased by $262.1 million, or 23.9%, to $1,357.7 million
in fiscal 2006 from $1,095.6 million in fiscal 2005. We believe that as credit card dccounts mature they are less likely
to charge-off and less likely to be closed. The following table shows our managed loans outstandmg at the end of
fiscal 2006 and 2005 by months since the account opened.

. 4 B . e T e
2006 2005
T Loans  Percentage - Loans Percentage of

: R . S : - Qutstanding of Total ‘Quistanding * * * Tetal
Moenths Since Account Opened (Dollars in Thousands) :
6 momhs orless ...l T $ 105,101 6.3% $ 87394 6.5%
7- 12 months e e ..... 105296 . 6.3 ) 83,531 , 6.2
13 -24 months . . .. T U e 223209 . 133 -_ - 170,864 . 12.7
25-36 anf[hs e eeae e e . 193,384 11.6 170,886 .12.8. .
37—48months . .. ... e 186,078 11.1 178,980 133
49 - 60 months . .., ................. P T T 191,372 11.4 190,011, 14.2
61-72Zmonths . ... cier i, e S 197,928 11:8 - . 240,743 . 18.0
T3—B4months . ...... .. .ot e 247,771 14.8 83,701 6.3
85+months ... ... .. e 223,925 13.4 134,710 10.0

L+ ) 51,674,064  100.0% $1,340,820 100.0%
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Delinquencies . ’

We consider the entire balancé of an account, including any accrued interest and fees, delinquent if the
minimum payment is not received by the payment due date. Qur aging methodology is based on the number of
completed billing cycles during which a customer has failed to make a required payment. Delinguencies not only
have the potential to reduce earnings by increasing the unrealized loss recognized to reduce the loans 1o market
value and reducing securitization income, but they also result in additional operating costs dedicated to resolving the
delinquencies. The following chart shows the percentage of our managed loans that have been delinquent as of the
end of fiscal 2006, 2005 and 2004,

Fiscal Year
Number of days delinquent 2006 2005 2004
Greaterthan 30 days. .. ................... C0.75%. 0.67% 0.71%
Greaterthan 60 days.. ... ................ 0.44% 0.38% 041%
Greaterthan 90 days. .. .................. 0.18% 0.16% 0.19%

Charge-offs

Gross charge-offs reflect the uncollectible principal, interest and fees on a customer’s account. Recoveries
reflect the amounts collected on previously charged-off accounts. Most bankcard issuers charge off accounts at 180
days. We charge off accounts on the 24™ day of the month after an account becomes 115 days contractually delinquent,
except in the case of cardholder bankruptcies and cardholder deaths. Cardholder bankruptcies are charged off 30
days after notification, and delinquencies caused by cardholder deaths are charged off on the 24" day of the month
after an account is 60 days contractually delinquent. As a result, our charge-off rates are not directly comparable to
other participants in the bankcard industry. Our charge-off aclmty for the managed portfolio for fiscal years 2006,
2005 and 2004 is summarized below:

Fiscal Year
2006 2005 2004
. (Dollars in Thousands)
Gross charge-offs.............. B $31,068  $27.829 $23,134
R COVeIIS. . o\ ottt e e e 5,869 4,227 3,477
Netcharge-offs. . . ... .. .. .. . . 25,199 23,602 19,657
Net charge-offs as a percentage of average managed-loans. . ... .. 1.86% 2.15% 221%

Liquidity and Capital Resources

Overview

r

Qur merchandising business and our Financial Services segment have significantly different liquidity and capital
needs. The primary cash requirements of our merchandising business relate to capital for new destination retail stores,
purchases of economic development bonds related to the construction of new destination retail stores, purchases of
inventory, investments in our management information systems and other infrastructure, and other general working
capital needs. We historically have met these requirements by generating cash from our merchandising. business
operations,. borrowing under revolving credit facilities, issuing debt.and equity securities, obtaining economic
development grants from state and local-governments in connection with developing our destination retail stores,
collecting principal and interest payments on our economic development bonds and from the retirement of economic
development bonds. The cash flow we generate from our merchandising business is seasonal, with our peak cash
requirements for inventory occurring between May and November. While we have consistently generated overall
positive annual cash flow from our operating activities, other sources of liquidity are generally required by our

merchandising business during these peak cash use periods. These sources historically have included short-term
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borrowings under our revolving credit facility and access to debt markets, such as the private placement of long-term
debt securities we completed in February 2006. Whije we generaily have been able to manage our cash needs during
peak periods, if any disruption occurred to our funding sources, or if we underestimated our cash needs, we would
be unable to purchase inventory and otherwise conduct our merchandising busmess fo its maximum effectiveness,
which wouid resuit in reduced revenue and profits.

The primary cash requirements of our Financial Services segment relate to the generation of credit card loans
and the purchase of points used in the Cabela’s CLUB Visa customer loyalty rewards program from our merchandising
business. The bank obtains funds for these cash requirement purposes through various financing activities, which
include funding from securitization transactions, borrowing under federal funds bank credit facilities, accepting
certificates of deposit and generating cash from operations. Qur bank’s charter is limited to issuing credit cards and
accepting brokered certificates of deposit of one hundred thousand doliars or more, and it does not accept demand
deposits or make non-credit card loans. Consequently, our bank cannot lend money to Cabela’s incorporated or
our other affiliates. The bank is subject to capital requirements imposed by Nebraska banking law and the Vlsa
membership rules, and its ability to pay dividends is limited by Nebraska and federal banking law.

We continue to monetize our economic development bonds for future retail destination store expansion. In the
second quarter of fiscal 2006, $53.0 million in bonds we owned related to our Wheeling, West Virginia retail store
and distribution center were retired in connection with a transiction whereby we took a subordinate position on the
remaining bonds we hold related to this location. These remaining bonds are classified on our consolidated balance
sheet as marketable securities witha value of approximately $42.9 million. We have received notification from the
bondholders that they intend to retire the remainder of this issuance in 2007.

H

We are also focused on improving our inventory position in relation to sales growth through technological
investments. Inventory at our comparable stores declined 9.7% at the end of fiscal year 2006 compared to 2005.
We are optimistic that we will continue to see our inventory growth slow in relation to our merchandise sales growth
as we continue to enhance our multi-channei merchandising systems.

We believe that we will have sufficient capital available from current cash on hand, expected future operations,
additional monetization of our economic development bonds, our revolving credit facility and other borrowing
sources to fund our existing operations and growth plans for the next 12 to 18 months.

Operating, Investing and Financing Activities

The following table presents changes in our cash and cash equivalents for the fiscal years ended:

2006 2005 2004
{In Thousands)
Net cash provided by operating activities .= %........ § 54,957 § 72,564 3 46,659
. Net cash used in investing activities ............... $(144,696)  $(80,617) $(171,136)
Net cash provided by (used in) financing activities. ... $ 175,719 $ (28,958) $ 135,755

Cash provided by operating activities decreased $17.6 million for fiscal 2006 compared to fiscal 2005. This
net decrease was primarily due to a $51.0 million net decrease between years related to the bank’s funding from
securitization transactions. For fiscal 2006, the bank used cash for credit card originations (net of cash received from
collections, proceeds from new securitizations and changes in retained interests) of $71.2 million compared to $20.2
million in 2005, Cash used for inventory increased $4.1 miillion over 2005 as we added four new destination retail
stores. Cash used for income taxes payable also increased by $7.3 million over 2005 due to the timing of federal
and state income tax payments and the increased profitability of the Company. In addition, increases totaling $17.0
million comparing fiscal 2006 over 2005 relate to the use-of cash from accounts receivable, land held for sale and
other assets. Partially offsetting these decreases to cash from operating activities was a net increase of $40.8 million
in net income adjusted for non-cash expenditures for deferred income taxes, depreciation and amortization, stock-
based compensation and other items. - Cash provided' from prepaid expenses and deferred catalog costs increased
by $12.1 million over 2005 primarily due to the timing of catalog production costs. Cash was also provided from
various liabilities and accruals that increased by a net of $3.7 miilion over 2005. In addition, accounts payable
increased by $5.3 million from 2005 due to net increases in inventory payables of $10.3 million over 2005, partially
offset by decreases of $3.9 million in the payable to the third party processor for the bank’s credit card transactions
and $1.1 million in payables for catalog costs. The decreases are related to third party processer timing issues from
2005 and the timing in the catalog production work.
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Cash provided by operating activities totaled $72.6 million in fiscal 2005 compared to $46.7 million in fiscal
2004. This increase in cash over 2004 is partly attributable to an increase in accounts payable of $42.7 million. The
increase in accounts payable was primarily due to a difference in accrued payment for our third party processor of
$£30.0 million at our bank. The increased activity on our credit cards and timing of the last day of the year being on-a
Saturday resulted in the amount of the third party processor payable increase. Accrued costs related to our catalogs
also increased accounts payable by $5.9 million due to timing of production work on catalogs. Cash increased due
to the sale of interests in credit card loans in connection with securitization transactions in excess of cash used to
originate credit card loans by $22.3 mllllon Cash used for income taxes payable increased by $20.3 million. This
was partially offset by an increase in our deferred income tax balance Sales of land held for sale increased our
cash by $8.4 million in fiscal 2005 compared to fiscal 2004. Accrued compensation and benefits increased by $7.5
million over 2004 attributed to increases in retail payroll'and ttming of when it was paid. In addition, gift certificates
and credit card reward points increased by $7.2 million over 2004. These increases were partially offset by increases
in uses of cash. Cash used for inventory increased by $33.4-million related to the stocking of four new destination
retail stores. Cash used for other current assets increased by-$12.9 million primarily due to an increase in the prepaid
amount for Visa interchange funding and an increase in prepaid expenses of $11.5 million primarily related to the
timing of catalog production costs. . ) E

The following table highlights the growth of our destination retail stores and the activity of e'conomié
development bonds related to the construction of these stores and related projects for the fiscal years ended: -

2006 2005 . L2004
) L . . _(Dollars in Thousnnds}
Capital expenditures. ................ e s L. $(179,238)  $(194,659)  $(52,568)
Purchases ofmarketable SECUFILIES ...\t $ (23;397) $ (65,077) S (74,492)
Proceeds from retirements and maturities of marketable securities . . . . . $ 54065 . § 66,188 § 4,959
Number of new destination retail stores opened during fiscal year,.: ... .4 - 4 -1
Number of destination retail stores leased at end of fiscal year .. ... ... 1 None .None .

Cash used in investing activities increased $64.1 million in-fiscal 2006 compared to fiscal 2005. The net
increase in cash used was primarily due to the purchases, net of matufities, of short-term investments of $124.3 milliofi_
during 2006 compared to 2005. Partially offsetting this increase were net decreases in the purchases of marketable
securities of $41.7 million and’in capital expenditures of $15.4 million. The decrease in the purchases of marketable
securities is related to the timing on the opening of certain new destination retail stores and the incentives related
to'those stores.” In addition, we continue to monetize our economic development bonds for future retail destination
store expansion. In fiscal 2006, $53.0 million in bonds we owned related to our Wheeling, West Virginia retail store
and distribution center were retired in connection with a transaction whereby we took a subordinate position on the
remaining bonds we hold refated to this location, These remaining bonds are classified on our consolidated balance
sheet as marketable securities withta value of approximately $42.9 million. We have received notification from the
bond trustee that it intends to retire the remainder of this issuance in 2007. We opened four retail destination stores
in both fiscal years 2006 and 2005. One of our retail stores that opened in 2006 is leased with funding coming from
economic development bonds or marketable securities. As of December 30, 2006, we had entered into material
commitments totaling approximately $195.0 million for fiscal 2007 and $970 million for fiscal 2008 primarily
for estimated capital expenditures and the purchase of future economic development bonds in connection with the
construction and development of new destination retail stores. This does not include any amounts for contractual
obligations associated with our Lacey, Washington; Hammond, Indiana; Adairsville, Georgia; and Montreal, Canada;
destination retail stores, which are in the process of negotiations. Certain contractual aspects of these locations are
still being negotiated and will be subject to customary conditions to closing. We expect the total cost of each of these
destination retail stores, including the cost of economic development bonds, to fall in the estimated range of $30 to
$50 million each. We expect to incur the majority of the costs for these locations in 2007 and 2008. In addition, we
are obligated to fund the remaining $1.8 million of economic development bonds and construction costs-related to
the expansion of our distribution center in Wheeling, West Virginia. We are also committed to fund $3.6 million of
economic development bonds related to our fiscal 2005 stores. When the bonds are funded, we will be reimbursed
for the qualifying construction costs we have incurred. '

, -
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* Cash used in irivesting activities was $80.6 million in fiscal 2005 as compared with $171.1 million in fiscal
2004. The decrease in cash used was primarily due to a reduction in purchases of short-term investments of $135.8
million and an increase in sales of short-term investments of $32.8 million. In addition, local governments retired the
bonds we owned related to our Kansas City, Kansas store and bonds related to our Prairie Du Chien, Wisconsin store
for $60.1 million in principal. The cash provided by these investing activities was offset by an increase in capltal
expenditures of $142.1 million due to our retail expansion efforts.

Cash provided by fmancmg activities totaled $175.7 million in fiscal 2006 compared with cash .used of $29. 0
million in fiscal 2005. This et mcrease in cash was  primarily due to the debt issuance of $215.0 niiltion i in February
2006 to support our destination retall store expansmn and the net increase of $13.9 million in short-term borrowmgs
and inventory financing. Partlally offsetting this mcrease were decreases in time dep051ts of $16.1 million and
change in unpresented check§ net of bank balance of $8.7 million due to tlmlpg of wheo checks cleared our bank.

Cash used in financing activities was-$29.0 million in fiscal 2005 as compared with cash provided of $135.8
million in fiscal 2004. The difference in cash used was primarily the proceeds from our initial public offering, which
raised net proceeds of $114.2'million in fiscal 2004. In fiscal 2005, our first prircipal installment of $25.0 million
was due on our private placement of debt that was issued in 2002. The change in unpresented checks net of bank
balance used cash of $10.9 million due to tlmmg of when checks cleared our bank. The change in bank time deposits
also used cash of $10.1 mllhon as we had more tlme deposits mature than i in fiscal 2004,

Retail Store Expansion

Significant amounts of cash will be needed in order to open new destination retail stores and |mplement our
retail growth strategy. Dependmg upon the location and a variety of other factors, mcludmg ‘store size and the amount
of public improvements necessary, and based upon our prior experience, opening a single destination retail store may
require expenditures of $30 million to $50 million. This amount includes the cost of real estate, site work, public
improvements such as utilities and roads, buildings, equipment, ﬁxtures {(including taxndermy) and mventory

ey

Historically, we have been able to negotlate economic development arrangements relatmg to the construction of
a number of our new destination retail stores, including free land, monetary grants and the recapture of incremental
sales, property or other taxes through economic development bonds, with many local and state governments. We
design our destination retail stores to provide exciting tourist and entertainment shopping experiences for the.entire
family. Qur destination retail stores also employ tnany people from the local community, draw customer traffic from
a broad geographic range and serve as a catalyst for the opening of additional retail businesses such as restaurants,
hotels and gas stations in the surrounding areas., We believe these factors increase the revenue for the state and the
local municipality where the destination retail store is located, making us a compelling partner for community
development and expansion. Where appropriate, we intend to continue to utilize economic development arrangements
with state and local governments to offset some of the construction costs and improve. the return on investment of
our new retail stores. The stores we opened in 2005 and 2006 are located closer to larger populations. We believe this
strategy will make our stores more convenient for our customers and Wl]l increase our market share. :

We successfully opened four destination retail stores in 2006, increasing our total retail square footage by
607,537 feet or 29%. Our four destination retail stores opened in 2006 aré located in Glendale, Arizana, Boise,
Idaho, Richfield, Wisconsin and LaVista, Nebraska. We have also announced plans for destination retail stores in
Reno, Nevada: Hazelwood, Missouri; East Hartford, Connecticut; Hoffman Estates, Illinois; Lacey, Washington;
Gonzales, Louisiana; Hammond, Indiana; Post Falls, ldaho Adalrswlle Georgla Montreal, Canada; Wheat Rldge
Colorado and East Rutherford New Jersey. !

]

- In addition to the cash commltmems for capital expenditures and economic developmem bonds as dlscussed in
the analysns of cash flows section, we have entered into certain lease agreements for retail locations. We have entered
into four leases as of December 30, 2006. One of these leases is a capital lease and is anticipated to be recorded
in fiscal 2007 when the lease commences, - The other three leases are operating leases. In fiscal 2006, we began
recognizing rent expense for two of these leases, which is included in selling, general and administrative expenses.
Certain of these leases include tenant allowances that will be amortized over the life of the lease. We will receive
tenant allowances in the amounts of $15.0 million and $25.7 million-2007 and 2008, respectively. These long-term
leases include options to renew with total terms, including extensions, varying from 10 to 70 years. Some of these
leases for construcied assets contain customary conditions of performance by other parties.
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Grants. Under various grant programs, state or local governments provide funding for certain costs associated
with developing and openirig a new destination retail store. We generally have received grant funding in exchange
for commitments, such as assurance of agreed employment and wage levels at our destination retail stores or that the
destination retail store will remain open, made by us to the state or locat government providing the funding. - The
commitments typically phase out over approximately five to 10 years. If we fail.to maintain the commitments during
the applicable period,.the funds we received may have to be repaid or other adverse consequences may arise, which
could affect our cash flows and profitability. As of December 30, 2006 and December-31, 2005, the total amount of
grant fundmg subject toa SpBlelC contractual remedy was $14. 4 million and $16 6 mllhon respectively.

Economic Development Bonds Through economic development bonds, the state or local government sells
bonds to provide funding for land acquisition, readying the site, building infrastructure and related eligible expenses
associated with the construction and equipping of .our destination retail stores. Generally, we have been the sole
purchaser of these bonds. The bond proceeds that are received by the governmental entity are then used to fund
the construction and -equipping of new destination retail stores and related infrastructure development, While
purchasing these bonds involves an initial cash outlay by us in connection with a new store, some or all of these
costs can be recaptured through the repayments of the bonds. The payments of principal and interest on the,bonds
are typically tied to sales, property or lodging taxes generated from the store and, in some cases, from businesses
in the surroundmg area, over periods which range between 20 and 30 years. In addition, some of the bonds that
we have purchased may be repurchased for par value by the governmental entity prior to the matunty date of the
bBonds. * However, the governmental entlty from which we purchase the bonds is not otherwise liable for repayment
of prmc1pal and interest on the bonds to the extent that the associated taxes are insufficient to pay the bonds. In
one location, the bonds will become subordinated to other bonds associated with the development if we’ fall to
continue to operate the'store over a prescribed period. After purchasing the bonds we typically carry them on our
consolidated balance sheet as “available for sale” marketable securities and value them based upon management’s
projections of the amount of tax revenue expected to be generated to support principal and interest payments on
the bonds. We have limited experience in valuing these bonds and, because of the unique features of each project,
there is no independent market data for valuation of these types of bonds. If sufficient tax revenue is not generated
by the subject propetties,.we will not receive scheduled payments and will be unable to realize the full value of
the bonds carried-on our consolidated balance sheet. See “—Critical Accounting Policies and Use of Estimates —
Economic Development Bonds™ and “Risk Factors —Risks Related to our Merchandising Business—The failure
of properties to generate sufficient taxes to amortize.the economic development bonds owned by us that relate
to the development of suchproperties would have an adverse impact on our cash flows and profitability.” As of
December 30, 2006 and December 31, 2003, we carried $116.2 million and $144 5 million, respectlve]y, of economlc
development bonds on our consolidated balance sheet.

r 1

The negotiation of these economic development arrangements has been lmpnrtant to our destination retail store
expansion in the past, and we believe these arrangements will continue to be.an important factor in-our destination
retail store expansion strategy. because they allow us to avoid or recapture a portion of the costs involved with
opemng a new store. If similar packages are unavailable in the future or the terms are not as favorable to us, our
return on investment in new stores would be adversely affected

Securitization of Credit Card Loans

Our Financial Services segment historically has funded most of its growth in credit card loans through an
asset securitization program. Asset securitization is a practice commonly used by credit card issuers to fund credit
card loans at attractive rates. The bank enters into asset securitization transactions, which involve the two-tier sale
of a pool of credit card ioans from the bank to a wholly owned special purpose entlty, and from that wholly owned
special purpose entity to a second special purpose entity that is organized as a trust. The trust is admmlstered by
an independent trustee. Because the-trust quallﬂes as a “qualified special purpose entity” within the meaning of
Statement of Financial Accounting Standards No. 140, Accounting for Transfers and Servicing of Financial Assets
and Extinguishments of Liabilities (“FAS 140”) its assets and liabilities are not consolidated in our balance sheet in
accordance with FAS'140.

The trust issues to outside investors various forms of certificates and notes each of which has an undivided
interest in the assets of the trust. The trust pays to the holders of the certificates and notes a portion of future
scheduled cash flows under preset terms and conditions, the receipt of which is dependent upon cash flows generated
by the underlying performance of the assets of the trust.
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We retain a “transferor’s interest” in the securitized loans, which ranks equal with the investor certificates
and notes; an “interest-only strip,” which represent the right to receive excess cash available after repayment of all
amounts to the investors; servicing rights; cash reserve accounts in some cases and Class B securities in one of the
securitizations. Neither the investors nor the trust have recourse against us beyond the assets of the trust, other than
for breaches of certain customary representations, warranties and covenants and minimum account balance levels
which must be maintained to support our retained interests. These representations, warranties, covenants, and the
related indemnities, do not protect the trust or the outside investors against credit-related losses on the loans.

. In accordance with FAS 140, we record our interest-only strips as an asset at fair value, which is an amount
equal to the estimated present value of cash flows to be received by us over the expected outstanding period of the
loans. These cash flows essentially represent finance charges and late fees in excess of the amounts paid to certificate
and note holders, credit losses, and servicing and administration fees. We use certain valuation assumptions related
to the average lives of the loans sold and anticipated credit losses, as well as the appropriate market discount rate,
in determining the estimated present value of the interest-only strips. Changes in the -average life of the loans
sold, discount rate, and credit-loss percentage could adversely impact the actual value of the interest-only strips.
Accordingly, actual results could differ materially from the estimates, and changes in circumstances could result in
significant future changes to the assumptions currently being used.

Gains on securitization transactions, fair value adjustments and earnings on our securitizations are included in
consolidated revenue in the consolidated statement of income and the cash reserve accounts, Class B securities and
the interest-only strips are included on our consolidated balance sheet as “retained mterests in securitized loans.”

"All of the bank’s securitization transactions are currently accounted for as sale transactions. As a result, the loans
relating to those pools of assets are not reflected on our consolidated balance sheet other than our transferor’s
interest, cash reserve accounts, Class B securities and mteresl—on]y strips.

A credit card loan represents a financial asset. Unlike a mortgage or other closed-end loan account, the terms
of a credit card account permit a customer to borrow additional amounts and to repay each month an amount the
customer chooses, subject to a monthly minimum payment requirement. The credit card account remains open aftér
repayment of the balance and the customer may continue to use it to borrow additional amounts. We reserve the
fight to change the credit card account terms, including interest rates and fees, in accordance with the terms of the
credit card agreement and applicable law. The credit card account is, therefore, séparate and distinct from the loan,
In a credit card securitization, the credit card account relationships are not sold to the securitization entity. We retain
ownership of the credit card account relationship, mcludmg the right to change the terms of the credit card account,

We sell our credit card loans in the ordinary course of business through a commercial paper conduit program
and longer term fixed and floating rate securitization transactions. In a conduit securitization, our credit card loans
are converted into securities and'sold to commercial paper issuers, which pool the securities with those of other
issuers. The amount securitized in a conduit structure is allowed to fluctuate within the terms of the facility, which
may provide greater flexibility for liquidity needs. The total amounts and maturities for our credit card securitizations
as of the end of fiscal year 2006 were as follows;

Initial
Series Type Amount Interest Rate Expected Final Maturity
(Dollars in Thousands)

Series 2003-1 Term ' $300,000 Floating (1) January 2008

Series 2004-1 Term $ 75,000 Fixed March 2009

Series 2004-11 Term $ 175,000 Floating ~ March 2009

Series 2005-1 Term $ 140,000 Fixed " October 2010 !
Series 2005-1 Term ~§ 110,000 Floating October 2010

Series 2006-111 Term - $250,000 Fixed ~ October 2011

Series 2006-111 Term - $250,000 Floating October 2011

Series 2006-1 ~ Variable Funding $300,000 Floating July 6, 2007

(1) The trust has entered into an agreement to convert the floating rate certificate into a fixed rate obligation.

s
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We have been, and'will continue to be, particularly reliant on funding from securitization transactions for
our Financial Services segment. A-failure to renew existing facilities or to add additional capacity on favorable
terms as it becomes necessary could increase our financing costs and potentially limit our ability to grow our
Financial Services business. Unfavorable conditions in the asset-backed securities markets generally, including the
unavallablllty of commercial bank liquidity support or credit enhancements, such as financial guaranty insurance,
could have a similar effect.

Furthermore, poor performance of our securitized credit card loans, including increased delinquencies
and credit losses, lower payment rates or a decrease in excess spreads Below certain thresholds, could result in a
downgrade or withdrawal of the ratings on the outstanding securities issued in our securitization transactions, cause
early amortization of these securities or result in higher required credit enhancement levels. This could jeopardize
our ability to complete other securitization transactions on acceptable terms, decrease our liquidity and force us
to rely on other potentially more expensive funding sources, to the extent available, which would decrease our
proﬁtablllty :

i . ¢

Certlﬁcates of Deposnt o : iy ‘

We utilize certificates of deposit to partially finance the operating activities of our bank. Qur bank issues
certificates of deposn in a mmxmum amount of $100, 000 in various maturities. As of December 30, 2006, we
had $102.2 million of certificates of deposit outstanding with maturities ranging from January 2007 to April 2016
and with a weighted average effective annual fixed rate of 4.92%, Certificate of deposit borrowings are subject to
regulatory capital requirements. S

[ . Y

Credit Facilities and Other lndebtedness \

We are party to a credit agreement that provxdes for a $325. 0 million unsecured revolving credit facility that
expires on June 30, 2010, The credit facility may be increased to $450.0 million upon our request and the consent
of the banks party to the credit agreement. The credit agreement permits the issuance of up-to $150.0 million in
letters of credit and standby letters of credit, the nominal amount of which are applied against the overall credit
limit available under the credit facility. During the term of the facility, we are required to pay a quarterly facility
fee, which ranges from 0.10% to 0.25% of the average daily unused principal balance on the line of credit. Interest
on advances is calculated at the greater of (i) U.S. Bank National Association’s prlme rate, (ii) the average rate on
the federal funds rate in effect for the day plus one- halfof one percent or (lll) the Eurodollar rate of interest plus a
margin (which ad]usts based upon certain financial ratios we achleve) and ranges from 0. 65% to 1.35%. The weighted
average interest rate for borrowings on the line of credit was 5. 84% durmg fiscal year 2006. There were no principal
borrowings outstanding under the credit facility as of December 30,2006. The average outstanding amount of letters
of credit during fiscal 2006 was $54.6 million. The average principal amount outstanding during fiscal 2006 was $6.9
million. Our total remaining borrowing capacity under the credit facility as of December 30, 2006, afier subtracting
outstanding letters of credit of $41.3 million, and standby letters of credit-of $13.3 mithon, was $270.4 million. The
credit agreement requires that we comply with several financial and other covenants, including requlrements that we
maintain the following financial ratios as-set forth in the credit agreement; .

e A fixed charge coverage ratio of no less than 1.50 to 1.00 as of the last day of any fiscal quarter. The fixed
charge coverage ratio is defined as (a) EBITR minus the sum of any cash dividends, tax expenses paid
in cash, in each case for the twelve month period ending on the last day of the fiscal quarter, and to the
extent not included, or previously included, in the calculation of EBITR, any cash payments with respect
to contingent obligations, to (b) the sum.of interest expense, all required principal payments with respect
to coverage indebtedness and operating lease obligations, in each case for the twelve month period ending
on the last day of the fiscal quarter. Our credit agreement defines EBITR as net income before deductions
fori income taxes, interest expense and operating lease obligations.

e A cash flow leverage ratio of no more than 3.00 to 100 as of the last day of any ﬁscal quarter for the
twelve month period ending on that day. The cash flow leverage ratio is'defined as adjusted coverage
indebtedness (average indebtedness of the Company on a consolidated basis for the preceding four fiscal
quarters determined in accordance with GAAP excluding: (a) liabilities of WFB, (b) long term deferred
compensation, (c} long term deferred taxes, (d) any current liabilities (other than coverage indebtedness),
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and (e) deferred grant income) to EBITDA. Our credit agreement defines EBITDA as net income before
. deductions for income taxes, interest expense, depreciation and amortization, all as determined on a
consolidated basis in accordance with GAAP. . . :

s A minimum tangible net worth of no less'than $350 million plus 50% of positive consolidated net income
on a cumulative basis for each fiscal year begmmng with the fiscal year ended 2006 as of the last day of
any fiscal quarter. Tangible net worth is equity less intangible assets.

The credit agreement also contains cross default prov1snons to other outstanding debt. In the event we fail to
comply with these covenants, a default is trlggered In the event of default, all outstandmg letters of credit and all
prmc1pal and outstanding interest would 1mmed:ately become due and payable

. In addition, our new credit agreement includes a limitation that we may not pay dividends to our stockholders
in excess of 50% of our prior year’s consolidated EBITDA: and a provision that permits acceleration by the lenders
in the event there is a change in control. Qur credit agreement defines “EBITDA” to mean our net income before
deductions for income taxes, interest expense, depreciation and amortization. Based upon this EBITDA calculation
for fiscal 2006, dividends would not be permissible in 2007 in excess of $99.5 million. Our credit agreement defines
a “change in control” to mean any of the following circumstances: (a) we cease to own, directly or indirectly, 100%
of the shares of each class of the voting stock or other equity interest of each other borrower that has or has had total
assets in excess of $10.0 million; (b) the acquisition or ownership, directly or lﬂdlreCtly, beneficially or of record, by
any person or group (within the meaning of the Securities Exchange Act of 1934 and the rules of the Securities and
Exchange Commission thereunder as in effect on July 15, 2005), of equity interests representing more than 25.0% of
the aggregate ordinary voting power represented by our issued and outstanding equity interests (other than equity
interests held by Richard N. Cabela or James W. Cabela or a group controlled by Richard N. Cabela or James W.
Cabela); or (c) occupation of a majority of the seats (other than vacant seats) on our board of directors by persons
who were neither (i) nominated by our board of directors nor (ii) appointed by directors so nominated. Our credit
agreement provides that all loans or deposits from us or any of our subsidiaries to our bank cannot exceed $75.0
million in the aggregate at any time when loans are outstanding under the revolving credit facility.

We are party to inventory financing agreements that allow certain vendors providing boat and all terrain
* vehicle merchandise to give us extended payment terms. The vendors are responsible for all interest payments for
the financmg period and the financing company holds a security interest in the specific inventory we hold. Our
revolving credit facility limits this security interest to $20.0 million. We record this merchandise in mventory with
an offsetting liability in accounts payable in the consotidated balance sheet. The loans and payments are reflected
in the financing section of our consolidated eash flow statements as advances and payments on lines of credit.
The extended payment terms to the vendors do not exceed one vear. The outstanding hablhty under the inventory
fmancmg agreements was $9.8 million at the end of flscal 2006 )

Our bank has an unsecured uncommitted federal funds purchase agreement with a f" nancial institution.
The maximum amount of funds that can be outstanding is $25.0 million of which no amounts were outstanding at
December 30, 2006, Our bank also has an unsecured uncommitted federal funds purchase agreement with another
financial institution. The maximum amount of funds which can be outstanding is $60.0 million of which $6.5
mllhon was outstanding at December 30, 2006.

In addition to our credit facilities, we have accessed the pnvate placement debt markets. Al the end of fiscal
2006, we-had three such note issuances outstandmg. On February 27, 2006, we issued $215.0 million in unsecured
notes, with principal payable in full in ten years and interest payable semiannually at a rate of 5.99%. These notes
require that we comply with several financial and other covenants, including requirements that we maintain the
following financial ratios as set forth in the note purchase agreements: ) . :

"« A consolidated adjusted net worth in an amount not less than the sum of (i) $350 million plus (ii) 25% of
positive consolidated net earnings oni a cumulative basis for each fiscal year beginning with fiscal year
2005. : “ -

A fixed charge coverage ratio (the ratio of consolidated cdsh flow to consolidated fixed charges for each
period of four consecutive fiscal quarters) of no less than 2.00'to 1.00 as of the last day of any fiscal
quarter. o ' R

s A consolidated funded debt to total funded.capitalization of no more than 60%.
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In 2002, we issued $125.0 million in senior unsecured notes bearing interest at a fixed rate of 4.95% and
payable in annual installments of $25.0-million, - The principal balance on these notes at December 30, 2006, was
$75.0 million, As of December 30, 2006, we were in compliance with all financial covenants under our credit

+

agreements and unsecured notes. o )

We may or may not engage in future long-term borrowing transactlons to fund our operatlons or our growth
plans. Whether or not we undertake such borrowings will depend on a variety of factors, including prevailing interest
rates, our retail growth plans, our financial strength, alternative sources and costs of funding and our management’s
assessment of potential returns on investment that may be realized from the proceeds of such borrowings.

Impact of Inflation

We do not believe that our operating results have been materially affected by inflation during the precedmg
three fiscal years. We cannot assure, however, that our operatmg results w1ll nol be adversely affected by inflation
in the future.

Contractual Obligations and Commercial Commitments

The following tables provide summary information concerning our future contractual obligations and
commercial commitments as of fiscal year end 2006. . T o

Contractual Obligations

2007 2008 2009 2010 o011 Thereafter Total
. (In Thousands) i

Long-termdebt ................ $ 26,636 § 26,573 $26463 § 548 § 499 § 216,715 § 297434
Interest payments(l). ............ 17,880 16,515 15,142 13,810 13,767 76,052 153,166
Capital lease obligation(2)........ 1,000 1,000 1,000 1,000 1,000 24,382 29,382
Operating leases(3) ............. 5,089 3,092 2320 1,976 1,997 29,504 43,978
Time deposits by maturity. ....... 33,401 15,300 14,695 19,300 19,000 500 102,196
Obligations under new store and . : - T

expansion arrangements(4) . . .. 209,863 103,164 3,639 3818 2847 . 28,404 351,735
Purchase obligations(5} ......... 370,794 70,582 30,778 1,835 567 — 474,556
Deferred compeqsation_ .......... 110 36 — — . — 5,028 5,174

Total ............ LERERTErS $664,773 $2362262 $94,037 $42.287 $39.677 § 380,585 § 1,457,621

g
(I) These amounts do not include esumated interest payments due under our revolving crcdlt facility descr:bed

below in ¢ Other Commercial Commitments” because the amount that wnil be borrowed under this faCIIlty in
future years is uncertain, o .

‘ ' . B "

(2) The capital lease obligation is for the lease of our Wheelmg, West Virginia distribution center Wthh runs
through June 2036. ' : : v

(3) Includes amounts due under operating leases for our Boise, Idaho destination retail store that opened in f" scal
2006 and another destination retail store that will be opened in fiscal 2007.

@) Obligations under new store and expansion arrangements include approximalely $292.0 million of contractual
obligations, including the purchase of bonds, associated with eight of our destination retail stores scheduled to
open in 2007 and 2008, obligations under economic development bonds and the estimated future obligations of
a capital lease. ' '

- '

(5)  Our purchase obligations relate primarily to purchases of inventory, shipping and other goods and services in
the ordmary course of business under binding purchase orders or contracts. The amount of purchase obligations
shown is based on assumptions regarding the legal enforceability agamst us of purchase orders or contracts
we had outstanding as of fiscal year end 2006. Under different assumptions regarding our rights to cancel our
purchase orders or different assumptions regarding the enforceability of the purchase orders under applicable
laws, the amount of purchase obligations shown in the preceding table would be less.

[N
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The preceding table does not include. any amounts for contractual obligations associated with our Lacey,
Washington; Hammeond, Indiana; Adairsville, Georgia; and Montreal, Canada; destination retail stores, which are in
the process of negotiations. Certain contractual aspects of these locations are still being negotiated and will be subject
to customary conditions to closing. We expect the total cost of each of these destination retail stores, including the
cost of economic development bonds, to fall in the estimated range of $30 to $50 million each. We expect to incur the
majority of the costs for these locations in 2007 and 2008

.. Other Commercml Commltments .
N © 2007 2008 2009 2010 2011 Thereafter “Total

{In Thousands)

Revolving line of credit(1). . .............. § — — — — — — 35 . —
Revolving line of credit for boat S
" and ATV inventory(2) ................ 9829 — '— — — — ‘9829
Bank — federal funds(3).............. L 6,491 — — — — — 6,491
Lettersofcredit .. ...................... 41,257 — — — — — 41,257
Standby letters of eredit. ... .............. | 13,325 — — — — — 13325

Total .............................. $70,902 — — — — — $70,502

{1) Our credit agreement allows for maximum borrowings of $325.0 million including lender letters of credit
and standby letters of credit. As of fiscal year end 2006, the total amount available for borrowing under this
. revolving line of credit, mcludmg lender letters of credit and standby letters of credit, was $270.4 million.

(2) Theline of credit for boat and ATV findncing is limited by the aforementloned $325.0 million revolvmg line of
credit to $20.0 million of secured collateral.’ :

(3) The maximum amount that can be borrowed on the federal funds agreements is $85.0 million.

Off-Balance Sheet Arrangé_ﬁl.ents ' .

Operating Leases. We lease various items of office equipment and buildings. Rent expense for these operating
leases Is recorded in selling, general and administrative expenses of the consolidated statements of income. Future
obligations are shown in the preceding contractual obligations table.

- Credit Card Limits. The-bank bears off-balance sheet risk in the normal course of its business. One form of
this risk is through the bank’s commitment to exiend credit to cardholders up to the maximum amount of their credit
limits. The aggregate of such potential funding requirements totaled $9.5 billion as of December 30, 2006 and $7.5
billion as'of December 31, 2005, which amounts were in addition to existing balances cardholders had at such dates.
These funding obligations are not included on our consolidated balance sheet: While the bank has not experienced,
and does not anticipate that it will experience, a significant draw down of unfunded credit lines by customers, a
significant draw down would create a cash need at the bank which likely could not be met by our available cash and -
funding sources. The bank has the right to reduce or cancel these available lines of credit at any time.

Securitizations. As previously described under “-Securitization of Credit Card Loans,” all of the, bank’s
securitization transactions have been accounted for as sales transactions and the credit card loans relating to those
pools of assets are not reflected in our consolidated balance sheet.

Bank Dividend Limitations and Minimum Capital Requirements

The ability of the bank to pay dividends to us is limited. Such dividends, which would only be made at the
discretion of our board of directors and the bank’s board of directors, may be limited by a variety of factors, such
as regulatory capital requirements, dividend restriction statutes, broad enforcement powers possessed by regulatory
agencies and requirements imposed by membership in Visa. Under the Nebraska Banking Act, dividends may only
be paid out of “net profits on hand,” which the Nebraska Banking Act defines as the remainder of all earnings from
current operations plus actual recoveries on loans and investments and other assets, after deducting from the total
thereof all current operating expenses tosses and bad debts, accrued dividends on preferred stock, if any, and federal
and state taxes for the present and two immediately preceding calendar years.
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Based on these various restrictions, and assuming the same net profit levels in 2007 as in 2006, the bank would
not be permitted to pay us more than $46.5 million in dividends during 2007. The bank had $74.4 million in retained
earnings at the end of 2006. Due to minimum capital requirements under banking laws and the Visa membership
rules, we may be required from time to time to infuse additional capital into the bank so the bank can continue to
fund its credit card portfolio growth, - <

Shelf Registration

On September 2, 2005, we filed a Form S-3 Registration Statement to register 6,252,768 shares of common
stock. We will not receive any of the proceeds from the sale of shares of common stock in this offering. The timing
and amount of any sale are within the sole discretion of the selling stockholders named in the prospectus contained
in the Form S-3 Registration Statement or any amendment to the Form $-3 Registration Statement or supplement to
the prospectus contained in the Form S-3 Registration Statement.

.

Critical Accounting Policies and Use of Estimates : c

Our consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America. The preparation of these financial statementsrequires us to make estimates
and judgments that affect the reported amounts of assets, liabilities, revenue and expenses and related disclosures of
contingent assets and liabilities. The estimates and assumptions are evaluated on a periodic basis and are based on
historical experience and various other factors that are believed to be reasonable under the circumstances. Actual
results may differ significantly from these estimates. s ’

Our significant accounting policies are described in Note 1 to our consolidated financial statements. The
accounting policies discussed below are the ones we believe are the most critical to understanding our édnéolidateq
financial statements. .
Merchandising Revenue Recognition - o

Revenue is recognized for retail sales at the time of the sale in the store. For direct sales, revenue.is recognized
when the merchandise is delivered to the customer, with the time of delivery being based on our estimate of shipping
time from our distribution facility to the customer. We record a reserve for.estimated product returns in each reporting
period. The amount of this reserve is based upon our historical return experience and our future expectations. If our
estimates for these returns are too low, and we receive more returns than we estimated, we would have a significant
mismatching of revenue and expenses in the following period. Shipping fees chdrged to customers .are included in
revenue and shipping costs are included in cost of revenue. Gift-certificates and gifi cards (“gift instruments™) are
recorded in revenue as the gift instruments are redeemed for merchandise. The gift instruments are recorded as a
liability prior to their redemption. The Company records breakage as revenue related to its gift instruments using
a specific identification approach. Breakage is recognized as revenue when the probablhty of redemption, which is
based on Company historical gift instrument redemption patterns, is remote.

Inventories

Merchandise inventories, net of allowances for shrink, returned or damaged goods and obsolescence, are stated
at the lower of cost or market. Cost is determined using the last-in first-out.method, or LIFO, for all inventories
except for those inventories owned by our wholly-owned subsidiaries Van Dyke Supply Company, Inc. and Wild
Wings, LLC, which use the ﬁrst-m first-out method. We use a dollar value, link chain method in calculating LIFO.
Cutrent year pnces are determined using an internally developed index applymg the first purchase price method. We
estimate a prowsmn for shrink based on h1st0r1cal cycle count adjustments and periodic physical inventories. These
estimates may vary sngmflcantly ductoa vanety of mternal and external factors. The allowance for damaged goods
from returns is estimated based on historical experience. Most items that are returned and slightly damaged are sent
to our Retail segment, marked down and sold. We also reserve our inventory for obsolete or'slow moving inventory
based on mventory aging reports and, jn certain cases, by specific identification of slow moving or obsolete inventory.
The aged inventory is grouped and analyzed in various categories, with particular attention given to fashion-sensitive
categories. All categories that are subject to obsolescence aré reserved for based upon managemem ] estlmates which
estimates reflect past experience and management’s assessment of future merchandising trends. Our most fashion-
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sensitive categories of merchandise are apparel and footwear. However, a significant percentage of our inventory has
a low fashion component, such as hunting, camping, and fishing gear. Slow moving inventory is marked down and
sold in'the Bargain Cave section of our merchandising business.

Catalog Amortization

Prepaid catalog expenses consist of internal and third party incremental direct costs incurred in the
development, production and circulation of our direct mail catalogs. These costs are primarily composed of creative
design, prepress/production, paper, printing, postage and mailing costs relating to the catalogs. All such costs are
capitalized as prepaid catalog expenses and are amortized over their expected period of future benefit or twelve
months, whichever is shorter. Such amortization is based upon sales lag pattern forecasts, which are developed
using similar prior catalog offerings as a guide. Prepaid catalog expenses are evaluated for realizability at each
teporting period by comparing the carrying amount associated with each catalog to actual sales data and to the

_estimated probable remaining future revenue (net revenue less merchandise cost of goods sold, selling expenses and

catalog completions costs) associated with that catalog. If the carrying amount is in excess of the estimated probable
remaining future revenue, the excess is expensed in the reporting period. At the end of fiscal years 2006 and 2005,
we had $34.9 million and $37.0 million, respectively, capilalized for catalog costs.

Economic Development Bonds .

Debt and equity securities with readily determinable fair values are classified as “available-for-sale” and
recorded at fair value, with unrealized gains and losses, net of related income taxes, excluded from earnings and
reported in accumulated other comprehensive income (loss). Declines in the fair value of available-for-sale securities
below cost that are deemed to be other than temporary are reflected in earnings as realized losses. At the time we
purchase these bonds we make estimates of the discounted future cash flow streams they are expected to generate in
the form of interest and principal payments. Because these cash flows are based primarily on future property or sales
tax collections at our facilities and other facilities (which in many cases may not yet be operating), these estimates are
inherently subjective and the probability of ultimate realization is highly uncertain. Any excess of par value over fair
value of bonds acquired as part of the destination retail store construction are allocated to the basis of the store. Each
reporting period we review the assumptions underlying the recorded valuation of these bonds to determine whether
changes in actual or anticipated tax-collections or other factors suggest that the bonds have become permanently
impaired. Future property tax revenue is estimated using management’s current knowledge and assessment of known
construction projects and the likelihood of additional development or land sales at the relevant sites. Future sales tax
revenue is estimated generally using historical same store sales and projected increases for similar retail stores. Any
declines in the fair value of held-to-maturity and available-for-sale bonds and securities below cost that are deemed
to be other than temporary are reflected in carnings as realized losses. Gains and losses on the sales of securities are
recorded on the trade date and determined using the specific identification method.

Asset Securitization

We use securitization of our credit card loans as one source to meet our funding needs for our Financial
Services business. We account for our securitization transactions in accordance with FAS 140. When we securitize
credit card loans, we retain certain interests in the loans, including an interest-only strip receivable; transferor’s
interest; servicing rights; and in some cases cash reserve accounts and Class B securities. The interest-only strip
receivable represents the contractual right to receive from the trust interest and other revenue less certain costs over
the estimated life of the securitized loans. The most significant estimates of the bank related to the interest-only
strips on the securitized loans. :

We estimate the fair value of the interest-only strip receivable based on the present value of expected future
revenue flows (“excess spread”) based upon certain assumptions and estimates of our management. Quoted market
prices for the intérest-only strip receivable are not available and we have limited experience in performing this type of
valuatlon Ourassu mptions and estimates include projections concerning interest income and late fees on securitized
loans recovenes on charged-off securitized loans gross credit losses on securitized loans, contractual servicing
fees and the interest rate paid to investors in a securitization transaction. These projections are used to determine
the excess spread we expect to earn over the estimated life of the securitized loan principal. The other assumptions
and estimates we use in estimating the fair value of the mterest—only strip receivable’ include projected loan payment
rates, which are used to determine the estimated life of the securitized loan principal, and an appropriate discount
rate. ; ' ' ’
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The assumptions and estimates used to estimate the fair value of the interest-only strip receivable at each
reporting period reflects management’s judgment as to the expected excess spread to be earned and payment rates
to be experienced on the securitized loans. These estimates are likely to change in the future, as the individual
components of the excess spread and payment rates are sensitive to market and economic conditions. For example,
the rates paid to investors in our securitization transactions are primarily variable rates subject to change based on
changes in market interest rates. Changes in market interest rates can aiso affect the projected interest income on
securitized loans, as we could reprice the portfolio as a result of changes in market conditions. Credit loss projections
could change in the future based on changes in the credit quality of the securitized-loans, our account management
and collection practices, and general economic conditions. Payment rates could fluctuate based on general economic
conditions and competition. Actual and expected changes in these factors may result in future estimates of the excess
spread and payment rates being materially different from the estimates used in the periods covered by this report.

On a quarterly basis, we review and adjust as appropriate, the assumptions and estimates used in determining
the fair value of the interest-only strip receivable recognized in connection with our securitization transactions.
If these assumptions change, or actual results differ from projected results, the interest-only strip receivable and
securitization income would be affected. If management had made different assumptions for the periods covered by
this report that raised or lowered the excess spread or payment rate, our financial position and results of operations
could have differed matenally

Note 2 to our audited consolidated financial statements provides further detail regardmg the assumpuons
and estimates used in determmmg the fair value of the interest-only strip receivable and its sensitivities to adverse
changes. . : : : : : ‘ ) ‘

Impact of Recently Issued Accounting Pronouncements

Effective January 1, 2006, we adopted the provisions of FAS No. 123 (revised 2004), Share-Based Payment
{“"FAS 123R"), which requires the measurement and recognition of compensation expense in the financial statements
for all share-based payment awards to employees and directors including employee stock option awards and employee
stock purchases under an employee stock purchase plan. We adopted FAS 123R using the modified prospective
transition method, therefore, prior fiscal year amounts will not be restated. Under this method, in accordance with
the provisions of FAS 123R, we are recognizing compensation expense for (i) equity awards issued after January 1,
2006, based on grant date estimated fair value on a straight-line basis over the requisite service period for the entire
award, and (b) all awards granted prior to, but not yet vested as of January 1, 2006, based on the grant date fair
value estimated in accordance with the original provisions of Accounting Principles Board (“APB’") Opinion No, 25,
Accounting for Stock Issued to Employees. The cumulative effect of the adoption of FAS 123R related to estimating
forfeitures of outstanding awards was not significant. In addition to the recognition of expense in the consolidated
financial statements, FAS 123R also requires that the cash retained resulting from tax deductions in excess of the
cumulatwe compensation cost recogmzed for share-based arrangements be presenled asa ﬁnancmg activity inflow
m the consolidated statements of cash flows on a prospective ba51s

As aresult of the adoption of FAS 123R, our consolidated netincome for fiscal year 2006 includes compensation
expense of approximately $3.6 million ($2.3 million after-tax, or $.03 per diluted share). This share-based compensation
expense is recorded as a component of selling, general and administrative expenses in the consolidated statement of
income. For fiscal 2006, the excess tax benefit from stock option exercises totaling $495 is presented in financing
activities in the consolidated statement of cash flows.

Prior to January 1, 2006, as permitted by FAS 123, decounting for Stock-Based Compensation (“FAS 123”), we
accounted for stock-based payments under the provisions of APB Opinion No. 25 and related interpretations We also
had adopted the disclosure-only provisions of FAS 123, whereby we disclosed the pro forma net income and earnings
per share as if the Company had applied the fair value recognition provisions to its share-based payment awards. .

In fiscal 2006, SEC Staff Accounting Bulletin No. 108, Considering the Effects of Prior Year Misstatements
when Quantifying Misstatements in Current Year Financial Statements {“SAB 108”) became effective for the
Company. SAB 108 requires that registrants quantify errors using both a balance sheet approach and an income
statement approach and then evaluate whether either approach results in a misstated amount that, when all reievant
quantitative and qualitative factors are considered, is material. The adoption of this bulletin did not have a material
effect on the Company’s financial position or results of operations.
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In June 2006, the E1TF Task Force reached a consensus on Issue No. 06-3, How Taxes Collected From Customers
and Remitted to Governmental Authorities Should Be Presented in the Income Statement (That Is, Gross versus Net
Presentation). EITF 06-3 concluded that entities should present taxes imposed concurrently on a specific revenue-
producing transaction between a seller and a customer in the income statement on either a gross or a net basis based
on their accounting policy. Disclosure is required if such taxes are significant and presented on a gross basis. This
disclosure is effective for financial statement presentations beginning after December 15, 2006, or beginning in
fiscal 2007 for the Company. We do not believe that this statement will have a matenal cffect on the Company ]
financial position or results of operauons

On July 13, 2006, the FASB issued Interpretation No. 48, Accounting for Uncerrainty in VlncomebTa.rés ~an

- Interpretation of FASB Statement No. 109 (“FIN 48") which prescribes a recognition threshold and measurement

attribute, as well as criteria for subsequently recognizing, derecognizing and measuring uncertain tax positions for

financial statement purposes. FIN 48 also requires expanded disclosure with respect to the uncertainty in income tax

assets and liabilities. FIN 48 is effective for fiscal years beginning after December 15, 2006, or beginning in fiscal

2007 for the Company. We have determined that this statement will not have a material effect on the Company’s
financial position or results of operations. '

In February 2006, the FASB issued FAS No. 155, Accounting for Certain Hybrid Financial Instruments — an
amendment to FASB Statements No. 133 and {40 {“FAS 1557) to address issues which had arisen related to FAS
No.133, Accounting for Derivative Instruments and Hedging Activities. FAS 155 allows, among other. provisions, a
company to elect fair value measurement of instruments in cases in which a derivative would otherwise have to be
bifurcated. FAS 155 is effective for all financial instruments acquired, issued or subject to a remeasurement (new
basis) event after the beginning of an entity’s first fiscal year beginning after September 15, 2006, or beginning in
fiscal 2007 for the Company. We do not believe that the adoption of the provisions of this statement Wl“ have a
material effect on the Company’s financial position or results of operations.

In March 2006, the FASB issued FAS No. 156, Accounting for Servicing ofF'manc:al' Assets — an amendmem
of FASB Statement No. 140 (“FAS 1567). FAS 156 requires that an ‘entity separately recognize a servicing asset
or servicing liability when it undertakes an obligation to service a financial asset under a servicing contract in
certain situations. Such servicing assets or servicing liabilities are required to be initially measured at fair value, if
practicable. FAS 156 also allows an entity to choose one of two methods when subsequently measuring its servicing
assets and servicing liabilities: (1) the amortization method or (2) the fair value measurement method This statement
is effective as of the beginning of an entity’s first fiscal year that begins after September 15, 2006, or beginning
in fiscal 2007 for the Company. We do not believe that the adoption of the provisions of this statement will have a
material effect on the Company’s financial position or results of operanons

In September 2006, the FASB issued FAS No. 157, Fair Value Measurements (“FAS 157"). This statement
enhances existing guidance for measuring and disclosing the fair value of assets and liabilities for more consistency
and comparability, FAS 157 provides a single definition of fair value, together with a framework for measuring it,
and requires expanded disclosures to provide information about the extent to which fair value is used to measure
assets and liabilities, the methods and assumptions used to measure fair value, and the effect of fair value measures
on earnings. FAS 157 is effective for financial statements issued in fiscal years beginning after November 15, 2007.
We do not believe that the adoption of the provisions of this statement will have a material effect on the Company’s
financial position or results of operations. :

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to interest rate risk through our bank’s operations and, to a lesser extent, through our
merchandising operations. We also are exposed to foreign currency risk through our merchandising operations.

»

Financial Services Interest Rate Risk

Interest rate risk refers to changes in earnings or the net present value of assets and off-balance sheet positions
less liabilities {termed “economic value of equity™) due to interest rate changes. To the extent that interest income
collected on managed loans and interest expense do not respond equally to changes in interest rates, or that rates do
not change uniformly, securitization earnings and economic value of equity could be affected. Qur net interest income
on managed credit card loans is affected primarily by changes in short term interest rate indices such.as LIBOR and
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prime rate. The variable rate credit card loans are indexed to the prime rate. Securitization certificates and notes
are indexed to LIBOR-based rates of interest and are periodically repriced. Centificate of deposits are priced at the
current prevallmg market rate at the time of issuance. We manage and mitigate our interest rate sensitivity through
several techniques, but primarily by modifying the contract terms with our cardholders, including interest rates
charged, in response to changing market conditions. Additional techniques we use include managing the maturity,
repricing and distribution of assets and liabilities by issuing fixed rate securitization certificates and notes and by
entering into interest rate swaps to hedge our fixed rate exposure from interest strips. The table below shows the mix
of account balances at each interest rate at fiscal year end 2006, 2005 and 2004,

Fiscal Year
' 2006 2005 2004

As a percentage of total balances outstanding

Balances carrying interest rate based upon the national pnme lendmg Tate. ... .. P 60.2% 58.0% 57.2%
Balances carrying an interest rate 0f 9.99%. . ... ... ... Ll e . 33%  3.0%  31%
Balances carrying an interestrate of 0.00% .. ........... .. ... ... ... e ©01%  01%  0.1%
Balances not carrying interest because their previous month’s balance was paid in full ., 36.4% 38.9% 39.6%

Charges on the credit cards issued by our Financial Services segment are priced at a rflarg‘in over the defined
national prime lending rate, subject to certain interest rate floors, except purchases of Cabela’s merchandise, certain
other charges and balance transfer programs, which are financed at a fixed interest rate of 9.99%. No interest is
charged if the account is paid in full within 20 days of the billing cycle.

Management has performed an interest rate gap analysis to measure the effects of the timing of the repricing
of our interest sensitive assets and liabilities. Based on this analysis, we believe that if there had been an immediate
100 basis point, or 1.0%, increase in the market rates for which our assets and liabilities are indexed during the next
twelve months, our projected operating results would not be materially affected. Management also has performed
a projected interest rate gap analysis for the same future twelve month period to measure the effects of a change
in the spread between the prime interest rate and the LIBOR interest rate. Based on this analysis, we believe
that an immediate 50 basis point, or .5%, decrease or increase in this spread would cause a decrease or increase,
respectively, of $5.3 million on the projected pre-tax income of our Financial Services segment over the next twelve
months, which could have a material effect on our operating resulis.

Merchandising Business Interest Rate Risk

One of our economic development bond agreements is priced at a variable interest rate with its base rate tied to
the prime rate and adjusted annually in November. However, portions of these bonds were retired in June 2006 and
the interest rates were renegotiated. The remainder of these particular economic deveiopment bonds had a balance
0f $42.9 million at the end of fiscal 2006. We have received notification from the bond trustee that it intends to retire
the remainder of this issuance in 2007. We expect this issuance to be retired prior to November 2007 and therefore
do not believe that a decrease in the prime rate will have a material effect on our pre-tax income,

The interest payable on our line of credit is based on variable interest rates and therefore affected by changes in
market interest rates. [ interest rates on existing variable rate debt increased 1.0%, our interest expense and results
from operations and cash flows could be materially affected.

Foreign Currency Risk

We purchase a significant amount of inventory from vendors outside of the United States in transactions that
are primarily U.S. dollar transactions, A small percentage of our international purchase transactions are in currencies
other than the U.S. dollar. Any currency risks related to these transactions are immaterial to us. A decline in the
relative value of the U.S. dollar to other foreign currencies could, however, lead to increased merchandise costs.
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ITEMS8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

“The mformatmn under the heading “Quarterly Results of Operations for Fiscal Years 2006 and 2005 and
Seasonal Influences” in Itern 7 of Part I1 of this report under “Management’s Discussion and Analysw of Financial
Condmon and Results of Operations” is mcorporated herein by reference. , O
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Cabela’s Incorporated and Subsidiaries
Sidney, Nebraska

We have audited the accompanying consolidated balance sheets of Cabela’s Incorporated and Subsidiaries (the
“Company™) as of December 30, 2006 and December 31, 2005, and the related consolidated statements of income,
stockholders’ equity, and cash flows for each of the three years in the period ended December 30; 2006. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audits. |

We, conducted our audits in accordance with the standards of the Public Company Accountmg Over51ght Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
~ whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion,

In our opinion, such consolidated financial statements present fairty, in all material respects, the financial position
of Cabela’s Incorporated and Subsidiaries as of December 30, 2006 and December 31, 2005, and the results of their
operations and their cash flows for each of the three years in the period ended December 30, 2006, in conformity
with accounting principles generally accepted in the United States of America. '

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (Umted
States), the effectiveness of the Company’s internal control over financial reporting as of December 30, 2006, based
on the criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated February 26, 2007 expressed an unqualified
opinion on management’s assessment of the effectiveness of the Company’s internal control over financial reporting
and an unqualified opinion on the effectiveness of the Company’s internal control over financial reporting.

/s/ Deloitte & Toughe LLP . - ’
DELOITTE & TOUCHE LLP

Omaha, Nebraska : !
ngrpary 26, 2007

59




CABELA’S INCORPORATED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
{Dollars in Thousands Except Par Value)
December 30, December 31,
2006 2005
ASSETS
CURRENT ASSETS: ) .
Cash and cash equivalents. ......................... e $§ 172903 % 86,923
Accounts receivable, net of allowance for doubtful accounts of $1,932 and $1,404 . ... ... ' 43,676 35,342
Credit card leans held for sale (Note 2). ........ e e 136,072 77,690
Credit card loans receivable, net of allowances of $699 and $536 {(Note 2). . ............. 16,611 11,968
|V RTZ30 1 n) o =3 A Yo 484,414 396,635
Prepaid expensés and deferred catalog costs. ... ... v i i e e 42,502 42,725
Other CUITENME ASSEIS . . o oo vttt vttt ettt ee et et et ee e ee e eaaeeeas e 58,043 42,744
Total CUITENT ASSELS « o . ottt ettt e e e e e e e et i et et ee et e U 954,221 694,027
PROPERTY AND EQUIPMENT,NET (Note3) ................... e P 600,065 459,622
OTHER ASSETS: . -

" Land held for sale or development ....................... e e 20,947 T 12,599
Retained interests in securitized loans (Note 2) .......... RO e 35,033 34,465
Marketable securities (NOtE4) ... ... ittt e i e 117,360 145,744
OIET . .ottt e e e e e DR 19,604 19,823

Total otherassets. .. ... ... it TR e 196,944 212,631
Totalassets .................. e $ 1,751,230 § 1,366,280
LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES: .
Accounts payable. . .. ... e § 239285 § 162,305
Unpresented checks net of bank balance. . ........... oo L — 21,652
Accrued expenses and other liabilities ........ e e e e 72,124 55,941
Gift centificates and credit card reward points (Note 1) ... .. .. .. DA 144,210 121,120
Accrued employee compensation and benefits .. ........ ... L ool 61,275 - 60,247
Time deposits (NOE 5) . ..o i e i i e e 33,401 62,683
Short-term borrowing (NOte 6) . .. ... L. s 6,491 —
Current maturities of long-termdebt (Note 7) ......... ... oo 26,803 29,049
Income taxes payable .. .................... A 17,267 31,477
Deferred income taxes (Note 9. . . oottt et e e 17,978 3,994
Total current lHabilities. . . .. ... e e, 618,834 548 468
LONG-TERM LIABILITIES: .
Long-term debt, less current maturities (Note 7) ... ... ..o 284,579 90,777
Long-term time deposits (Note 5) . .. .. ... . e 68,795 46,805
Deferred COMPENSAtioN . . .. ... .ttt e taiir e 5,174 7,169
Deferred grant iNCOME. . ... ..ttt i e i e it i 9.550 13,018
Deferred incometaxes (NO @) ... i i i it 30,440 20,19¢
Total long-term Habilities ... .. ... ot e e 398,538 177,959

COMMITMENTS AND CONTINGENCIES (Notes 6, 7, 11 and 13)
STOCKHOLDERS’ EQUITY: (Notes 14 and 15)
Preferred stock, $0.01 par value; 10,000,000 shares authorized, no shares issued or outstanding. . — —_

Common stock, $0.01 par vaiue:
Class A Voting, 245,000,000 shares authorized; 59,556,431 and 56,691,249 shares

issued and outstanding .. ... ... e 596 568
Class B Non-voting, 245,000,000 shares authorized: 5,807,305 and 8,073,205 shares
issued and outStanding ... ... ..o 58 80
Additional paid-incapital . .. .. . . L e 247,741 239,868
Retained earnings . . .. .. .ottt i i i e 485,148 399,363
Accumulated other comprehensive income (loss), net. .. ... o i i 315 (26)
Total stockholders’ equity . ... ... i e 733,858 639,853
Total liabilities and stockholders™equity. .. ... ... .. i $ 1,751,230 $ 1,366,280

See notes to consolidated financial statements.
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CABELA’S INCORPORATED 'AND SUBSIDIARIES
" CONSOLIDATED STATEMENTS OF INCOME ..
(Dollars in Thousands Except Earnings Per Share)

Fiscal Years

‘ T 2006 2005 2004
REVENUE: ; . L
Merchandise sales ... ........... R .. % 1,908,801 $ 1,664,272  $ 1,474,415
Financial servicesrevenue..................... S 137,423 105,831 69,060 ‘
Other TEVENUE. . .. ..\ o it ee e et 17,300 29,558 12,499 I
) Total revenue ... ..o e 2,063,524 1,799,661 1,555,974 '
COST OF REVENUE: _
Cost of merchandisesales ........................... 1,199,851 1,044,028 918,206
- Costofotherrevenue. . . ......... .. ............. L . 4,548 . 20294 7,459
Total cost of revenue (exclusive of depreciation and ;
AMOTtZAtION). . ..ot e L 1,204,399 1,064,322 925.665
SELLING, GENERAL AND ADMINISTRATIVE _ .
EXPENSES ... ... . 715,380 620,376 533,094
OPERATINGINCOME . ... ... . i YL 143,745 .- 114,963 97,215
OTHER INCOME (EXPENSE): !
INtereSt iNCOME. . . o\ oo e eeeeee s e 1,821 672 601 .
INtErest EXPense . .. .. vevevenneennnnnnn s R (17,947) (10,928) (8,178)
Other income, net (Note 8) ... .......... ... ..o, 9,637 10,663 10,443
Total other income (expense)...................... (6,489). 407 2,866 !
INCOME BEFORE PROVISION FOR INCOME TAXES . . .. 137,256 115,370 100,081 '
PROVISION FOR INCOME TAXES (Note9).............. 51,471 42,801 35,085
NETINCOME. .. .. ... i $ 85,785 $ 72,569 $ 64,99
EARNINGS PER COMMON SHARE (Note 1): _ ; ‘ _
BaSIC. ot e $ 13 s 1128 1.06.
Diluted . ... ... e $ 129§ 1.10 $ 1.03
WEIGHTED AVERAGE SHARES OUTSTANDING (Note 1): - ‘
Basic............... R 65,221,339 64,668,973 61,277,352
Diluted . ..................... e e - 66,643,856 66,268,374 63,277,400 "

See notes to consolidated financial statements.
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CABELA’S INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE INCOME

(Dollars in Thousands)

! Accumulated
Common ~ Additional Other
, Stock Common  Paid-In  Retained Comprehensive Comprehensive
Shares Stock Capital Earnings Income (Loss) Total Income
BALANCE, beginning of fiscal 2004 .. ....... 56,604,810 3566 $109,437 $261,798 £ 74 $372,515
Comprehensive income (Note 15): :
Netincome, ........... i — — _ 64,996 — 64,996 $64,996
Unrealized gain on marketable securities,. .
net of taxes of $1,216............ . - —_ — —_ 2,207 2,207 2,207
Derivative adjustment, net of tax !
benefitof $113 ....ooviinn.. .. — - — — (205) (205) (205)
Total comprehensive income. .. .. R $66,998
Issuance of common stock, net of n,
transaction costs. . . ... 6,250,000 63 114,156 — — 114,219
Répurchase of commonstock. ............ ’ (95,420} (1) (1,272) — — (1,273)
Stock based compensation (Note 14) . .. .. .. — —_ 1674 " — — 1,674 '
Employée stock purchase plan issuances . . .. "22,824 — 494 — — 494
Exercise of employee stock options . .. ..... 1,785,966 18 9,747 — — 9,765
Tax benefit of employee stock option .
) EXBICISES. « o v v vs st rr e, — _ 1,962 — — 1,962
BALANCE, end of fiscal 2004. .. ............ 64,568, 180 646 236,198 326,794 2,716 566,354
Comprehensive income (Note 15): . : .
Netincome..........cooviiiivvennas n i — — — 72,56% — 72,569 . $72,569
Unrealized loss on marketable securities, Lo ) P ! } » EE T
net of tax benefitof $1,428. .. ..... — — — — (2,584) (2,584) (2,584)
Derivative adjustment, net of ' ) i
tax benefit of $88 .+ ... i ...l — — — — (158) (158) o (158)
Total comprehensive income. . . .. ' : $69,827
Stock based compensation (Note 14) ....... . — — 941 — — 941
Emmployee stock purchase plan issuances . . - 106,897 I 1,772 — — 1,773
Excreise of employee stock options . .. - . .. . 89,377, i - 745 — — 746
Tax benefit of employee stock option o e i
EXEICiSes. .. ...vunnan .. e — — 212 — — 212
BALANCE, end of fiseal 2005............... . 64,764,454 648 239,868 399,363 (26) 639,853
Comprehensive income (Note 15): ‘
NELINCOME. ot v v eeae s — — — 85,785 — 85,785 $85,785
Unrealized gain on marketable securities,
netof taxes of $187. .. ....... ... — — — — 31l 3l 311
Derivative adjustment, net of
taxesof $19. .. ...... ... ..., — — — — 30 30 30
Total comprehensive income. . . .. $86,126
Stock based compensation {Note 14)..... .. —_ —_ 3,462 — _ 3462
Employee stock purchase plan issnances . . . . 101,336 ol 1,643 — — 1,644
" Exercise of employee stock options . ....... 497,946 5 2,183 — — 2,188
Tax benefit of emplovee stock option
BXBICISES, v v v eee icnee e — — 585 — — 585
BALANCE, end of fiscal 2006............... 65,363,736 5654 $247,741  $485,148 $ 318 $733,858

See notes to consolidated financial statements.
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CABELA’S INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

63

(Dollars in Thousands)
St PPN . Fiscal Years
2006 2005 2004
CASH FLOWS FROM OPERAT[NG ACTIVITIES: o . - : . K
b2 0 1 Ty o1+ e $ B5,785 $ 72,569 $ 64,996
Adjustments to reconcile net income to net cash flows from operating activities: VLo
LT =TT T+ , 44,665 33,898 28,385
AMOMiZation .............. PUTURRIRR PP 894 1,014 1,458
Stock based compensation. .. ...... .. i e e 3615 941 1,674
Deferred income (axes. .. ............ it et -24,030 T 11,308 '(2,379)
Other,net............. e S : 1,188 (354) ©11(2,599)
Change in operating assets and liabilities: L . , . . , .
Accountsreceivable, ... s {11,506) o (3,803)  (2,749)
Proceeds from new securitizations .................. PO L " 267,000 237,000 169,000
Origination of credit card loans held for sale, net of collections. . .................. (325,382)  (250,671) : {205,006)
 Retained interests in securitized loans. .. ..... G e (12,818) (6,492) (359)
INVEIOTIES . . .. v o t'seeassaenens e SUUUR S POV (81,779) (83,633) (50,239)
Prepaid expenses and deferred catalog eosts® . . /... .0 oL L . 390 {11,724) {259)
OUher CUITEIL ASSEES - . . . v . ot o et e e e et e e ee e e ee s e aaaae e enns T +(15,364) (10,973) ' 1,966
Land held forsale ordevelopment ..., ... oo 602 5,554 (2,875)
Accounts payable. .. ... .o e A ' 57,240 51,960 ‘9,302
Accrued expenses and other liabilities, . .. . ... T S e ' 15,821 5,961 . " 15,985
Gift centificates and credit card reward points................ e e . 23,000 23,878 . 16,672
Accrued employee compensationand benefits .. ... L Ll ' 875 5,322 . (2,209)
[ncome taxes pa)'rab]e.' ............................ e (14,120) (6,862) 1 3,413
Deferred compensation ......... sy e e e e e - (1,995) (1,445) | 1,366
Deferred grant income............. B .. (1,274} (884) ) 1,116
Net cash provided by operating activities . e 54,957 “72,564 46,659
CASH FLOWS FROM [INVESTING ACT]V[TIES . - " -
Capital expenditures . . ........0 . oot it N (179,238) (194,659) ' (52,568)
Purchases of marketable securities. . .... ... ... ... ey . {23,397) (65,077) . (74,492
Proceeds from retirements of marketable securities. . .. .......... ... .. . ... . 53,000 60,053 —
Maturities of marketable securities. . ............... e e e 1,065 6,135 4959
Purchases of short-1erm inVestmMents . ... .. ..ot inee it it iiiaiianns (131,225) (21,000) * »  (156,825)
Proceeds from sales or maturities of short-term mvestmenls i e e ‘ 131,225 145,250 112,500
Change in credit card loans receivable, net ........ e L . (5,308) (7,479) (5,313)
' Change in cash reserves for retained interests . R, ] ! ' 8,250 750 - (7,500)
L0 Tt T TR 932 {4,590) v 8,103
Net cash used in investing activities ... ... {144,696) {80,617) (171,136)
CASH FLOWS FROM FINANCING ACTIVITIES: e ' o R '
Change in unpresented checks net ofbank balance . ........... R, Lo Fo (21,652) - (13,001) - (2,1358)
Change in time deposits, DBL. . . . .. ..o\ttt o e ettt i e a e e e ‘ (1292 .., 8829 . 18,995
Borrowings on lines of credit, inventory fi nancmg and shorl-lerm borrowmg ............ 398,080 ) 554,137 . 53,106 ,
Repayments on lines of credit, inventory financing and short- term borrowmg ........... (383,203) (553,116} " (53,106)
Proceeds from issuance of long-term debt 2. .. ... e P © 215,000 - - " 98
Payments on long-termdebt. .................. e s e : (29,093) (28,326) (3,325)
Proceeds from exercise of employee stock options, stock purchase plan and' o R
2004 recapitaliZation . . ...t iiiaeaaiaataaaaaaacaaianns . 3,832 2,519 10,259
Excess tax benefits from exercise of stock options ............. e " 495 - . —
" Payment of debt iSSUBNCE COSIS. . .. .+ vvvnnnnnnn et U . (448) ~ — ST
Issuance of common stock for initial public offering, net of transaction costs of §3,343 . . .. — — 114,219
Net decrease in employee savingsplan ..., ... ... in e . = — (1,683)
Repurchase of common S10CK. . ... ittt i e e e — — (1,273)
Net cash provided by (used 1n) financing activities. .. .. .. .. ... s 175,719 - " (28,958) *+- 135,755
NET [NCREASE (DECREASE) lN CASH AND.CASH EQUIVALENTS et ) 85,980 (37,011) . 11,278,
CASH AND CASH EQUIVALENTS, beginning of fiscal year. .......... RO . 86,923 123,934 ‘112,656 °
CASH AND CASH EQUIVA LENTS end of ﬁscal ycar e e DUDUDUDR $ 172903 «'$- 86923  § 123.934"
v h " .
See notes to conso]tdated financial statements. .,
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CABELA’S INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Doltars in Thousands Except Share and Per Share Amounts)

1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business — Cabela’s Incorporated is the W_oﬂd’s Foremost Outfitter of hunting, fishing and outdoor
gear. Cabela’s is a retailer and direct merchant, offering its products through regular and special catalog mailings,
the Internet and 18 destination retail stores located in 12 states. The products of Cabela’s are sold throughout the
United States as well as many foreign countries. World’s Foremost Bank (“WFB”), a wholly-owned bank subsidiary,
is a limited purpose bank formed under the Competitive Equality Banking Act of 1987. Due to the limited nature
of its charter, the lending activities of WFB are limited to credit card lending and its deposit issuance is limited to
time deposits of at least one hundred thousand dollars. The operations of WFB are accounted for in the Company’s
Financial Services segment. ‘

Principles of Consolidation — The consolidated financial statements inctude the accounts of Cabela’s
Incorporated and its wholly owned subsidiaries (the “Company™). All material intercompany accounts and
transactions have been eliminated in consolidation.

Initial Public Offering — On June 30, 2004, the Company closed its initial public offering of 6,250,000 shares
of common stock, resulting in net proceeds of §114,219. The Company used $38,088 of the net proceeds to repay
the outstanding balance on its open line of credit. The remaining amount was used for capital expenditures and the
purchase of economic development bonds related to the construction and opening of new destination retail stores.

Reporting Year — The fiscal year of the Company ends on the Saturday nearest to December 31. Unless
otherwise stated, the fiscal years referred to in the notes to these consolidated financial statements are the 52 weeks
ended December 30, 2006 (“fiscal 2006” or *“fiscal year ended 2006”), the 52 weeks ended December 31, 2005
(“fiscal 2005 or “fiscal year ended 2005), and the 52 weeks ended January 1, 2005 (“fiscal 2004 or “fiscal year
ended 2004”). The fiscal year of WFB ends on December 31.

Use of Estimates — The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America 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 and the reported amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates.

"Revenue Recognition — Revenue is recognized for retail sales at the time of the sale in the store and for direct
sales when the merchandise is delivered to the customer. The Company records a reserve for- estimated product
returns in each reporting peried, which is equal to the gross profit on projected merchandise returns and impairment
of merchandise, based on its historical returns experience. Shipping fees charged to customers are included in net
revenue and shipping costs are included in cost of revenue, Gift certificates and gift cards (“gift instruments™) are
recorded in revenue as the gift instruments are redeemed for merchandise. The gift instruments are recorded as a
liability prior to their redemption. The Company records breakage as revenue related to its gift instruments using
a specific identification approach. Breakage is recognized as revenue when the probability of redemption, which is
based on Company historical gift instrument redemption patterns, is remote. The gift instrument liability at the end
of fiscal 2006 and 2005 was $86,974 and $73,182, respectively. WFB recognizes gains on sales of credit card loans as
these loans are securitized and sold. Interchange income is earned when a charge is made to a customer’s account.

Credit Card Interest and Fees — Credit card interest and fees are included as Financial Services revenue
and include interest as well as fees relating to late payments, over limit, returned check, cash advance transactions
and other credit card fees. These fees are assessed according to the terms of therelated cardholder agreements
and recognized as revenue when charged to the cardholders’ accounts. Interest and fees are accrued in accordance
with the terms of the applicable cardholder agreement on credit card loans until the date of charge-off, which is
generally on the 24th day of the month after an account becomes 115 days contractually past due, except in the case
of cardholder bankruptcies, cardholder deaths and fraudulent transactions, which are charged off earlier. Interest
income is accrued on accounts that carry a balance from the statement date through the end of the month.
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CABELA’S INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Dollars in Thousands Except Share and Per Share Amaotints)

Cost of Revenue and Selling, General and Administrative (“SG&A”) Expenses — The Company’s consolidated
cost of revenue primarily consists of merchandise acquisition costs, including freight-in costs, as well as shipping
costs. The Company’s consolidated SG&A expenses primarily consist of selling expenses, marketing expenses,
including amortization of deferred catalog costs, warehousing, returned merchandise processing costs, ‘retail
occupancy costs, costs of operating WEB, depreciation, amortization and general and administrative expenses:

Cash and Cash Equivalents — Cash equivalents consist of commercial paper and other investments that are
readily convertible into cash and have original maturities of three months or less. Unpresented chécks, net of the
bank balance in a single bank account, are classified as current liabilities. Cash and cash equivalerits of WFB were
$52,830 and $80,569 at the end of fiscal 2006 and 2003, respectively. Due to regulatory restrictions the Company
is restricted from using this cash for non-bankmg operatlons including for working capital for the direct and retail
busmesses . » . - . v

Short-term Investments — Short-term investments consist of auction-rate securities cla551fled as avallable—for
sale. Auction-rate securitics are h:ghly—hquld investments that are reset through a *dutch auction” process that occurs
every 7 to 49 days, depending on the terms of the individual security. The underlymg security can have a maturity
from’15 to 30 years. Auction-rate securities are not included as cash equivalents due to the potent:al uncertainties
inherent with any auction process’in addition to the long-term nature of the underlymg secuntles The Company’s
auction-rate securities are stated at fair market value which approximates cost and therefore there were no unrealized
gains or losses related to these securities included in accumulated other comprehensive income (loss). The cost of
securities sold is based on the specific identification method. The Company had no. auctlon rate securittes or short-
term investments on hand at the end of fiscal 2006 and 2005, . . v N

" Securitization 0f Credit Card Loans — WFB sells a substamlal portlon of its credit card loans. Crcdlt card
loans classified as held for salé are “carried at the lower of cost or market. Credlt card loans held for sale include
$122,824 and $68,736 of transferor’s interest in the securitized loans as of fiscal 2006 and fi scal 2005, respectwely
Net unrealized losses, n" any, are recognized through a valuation allowance by charges to income. Although WFB
continues to service the underlying credit card accounts and maintains the customer relationships, these transactlons
are treated as sales and the securitized loans are removed from the consolidated balance sheet, WFB retains certain
interests in the loans, including a transferor’s interest, mterest-only strips, servncmg rlghts and in some cases cash
TESETVe accounts and Class B securities. . ! oot

Under Statement of Financial Accounting Standards (“FAS") No. 140, Accounting for Transfers and Servicing
of Financial Assets and Extinguishments of Liabilities, gains or losses are recognized at the time of each sale.
These gains or losses on sales depend in part on the carrying amount assigned to the credit card loans-sold, which is
allocated between_the assets sold and.retained interest based on their relative fair values at the date of transfer. For
fiscal 2006, 2005 and 2004, WFB recognized gams on sales totaling $17,410,-$17,020 and $8,864, respectlvely, which
are reflected as a component of securitization income in Financial Services revenue. e . .

A servicing asset or habmty is not recognized since WFB receives adequate cormpensation relative to current
market servicing rates. - - : s . . .

For interest-only stnps WFB estimates related fair values based on the present value of future expected cash
flows using assumptions for credit losses, payment rates and discount rates commensurate with the risks mvolved
The future expected cash flows do not include interchange 1 income since interchange income is only earned when
and if a charge is made to a customer’s account. However, WFB has the rights to the remaining cash flows (including
interchange fees, if any) afier the other costs of the trust are paid. Consequently, interchange income on securitized
loans is included within securitization mcome of Financial Scrwces revenue, Components of Fmanc1al Services
revenue are presented in Note 17.

v
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4. WFB is required to maintain a cash reserve account as part of certain securitization.programs. In addition,
WFB owns Class B securities from one of its securitizations. The fair value of the cash reserve.account is estimated
by discounting future cash flows using a rate that reflects the risks commensurate with similar types of instruments.
For the Class B securities, the fair value approximates the book value of the underlying loans. Interest-only strips
are measured like investments in debt securities classified as trading under SFAS 115, Accounting for Certain
Investmems m Debt and Equity Securmes

Invenmnes — Inventories are stated at the Iower of cost or market. Cost is determmed using the last-in,
first-out method (dollar value, link-chain) for all inventories except those inventories owned by Van Dyke Supply
Company and Wild Wings, wholly-owned subsidiaries of the Company, which use the first-in, first-out method. If
all inventories had been valued using the first-in, first-out method, which approximates replacement cost, the stated
value would not have been greater at the fiscal years ended 2006 and 2005, respectively. All inventories are in one
1nvent0ry class and are classified as finished goods. A provision for shrink is estimated, based on historical cycle
count adjustments and periodic physical inventories. The shrink reserve was $3,193 and $2,350 at the end of fiscal
2006 and 2005, respectively. The allowance for damaged goods from returns is based upon historical experience.
Inventory is adjustéd for obsolete or slow moving inventory based on mventory aging reports and, in some cases, by
spemﬁc identification of slow moving or obsolete inventory. The obsolete and damaged goods reserve was $5 862
and $7, 904 at the end of ﬁscal 2006 and 2005, respectively.

++ Accounting for Vendor Allowances — Vendor allowances include allowances rebates and cooperative
advertising funds received-from vendors. These funds are determined for each fiscal year primarily based on various
quantitative contract terms.” Amounts expected to be received from vendors relating to purchase of merchandise
inventories are recognized as a reduction of costs of goods sold as the merchandise is sold. Amounts that represent a
re1mbursement of costs incurred, such as advert1smg, are recorded as a reduction to the related expense in the period
that the related expense is incurred. Fair value of expenses reimbursed is, determmed usmg actual costs incurred,
such as print and production tosts for media or catalog advertising. Relmbursements recewed from vendors that
exceed related expenses are classified as a reduction of merchandlse costs of goods sold when the merchandise is
sold. . '

v The Company records an estimate of earned allowances based on the latest prOJected purchase volumes,
Historical program results, current purchase volumes, and inventory projections are reviewed when establishing the
estimate for earned allowances, and a reserve based on historical adjustments is recorded as a reduction to the total
estlmated allowance.

,' Deferred Catalog Costs and Advertrsmg The Company expenses the production cost of advert:smg as the
advertising takes place, except for catalog advertising costs, which are capitalized and amortized over the expected
period.of future benefits. Advertising consists primarily of catalogs for the Cempany’s products. The capitalized
costs of the advertising are amortized over a three to twelve month period following the mailing of the catalogs.

* - Catalog costs totaling $34,869 and $36,987 at the end of fiscal 2006 and 2005, respectively, were included in
prepaid expenses in the accompanying consolidated balance sheets. Advertising expense, including amortization of
catalog costs, was 191,533, $170,024 and $157,623 for fiscal 2006, 2005 and 2004, respectively. Advertising vendor
allowances recorded as a reduction to amorllzed catalog costs included in the amounts above were approximately
$4 546 $4 783 and $3,290 for fiscal 2006, 2005 and 2004, respecllvely

Store Preopemng Expenses — Non-capital costs associated wnth the opening of new stores is expensed as
1ncurred . o :

Property and Equipment — Property and equipment are stated at cost. Depreolatlon and amortization are
provided for in amounts sufficient to relate the cost of depreciable assets to operations over their estimated service
lives. Leasehold improvements are amortized over the lives of the respective leases or the service lives of the -
improvements whichever is shorter, The straight-line method of depreciation is used for financial reporting. Assets
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held: under capital lease agreements are amortized using the straight-line method over the shorter of the estimated
useful lives of the assets or the lease term. Major improvements that extend.the useful life of an asset are charged
to the property and equipment accounts. Routine maintenance and repairs are charged against earnings. The cost of
property-and equipment retired or sold and the related accumulated depreciation are removed from the accounts and
any related gain or loss is included in earnings. Long-lived assets used by the Company are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
The Company capitalizes interest costs on construction of projects while they are being constructed-and before they
are placed into service. For fiscal 2006 and 2005, the Company capitalized interest costs totalmg $355 and 3371,
respectively. o

The Company follows the provisions of American Institute of Certified Public Accountants Statement of
Position (“SOP™) No. 98-1, Accounting for the Cost of Computer-Software Developed or Obtained for Internal
Use. In accordance with SOP 98-1, the Company capitalizes all costs related to internally developed or purchased
software and amortizes these costs on a straight-line basis over their estimated useful lives. . A

Imang:bie Assets — Intangible assets consist of deferred fi nancmg costs, noi- compete agreements, purchased
credit card relatronshlps and goodwill and are recorded in other assets. Intangible assets totaled 33, 172 and $3,617 at
the end of fiscal 2006 and 2005, respectively, which is net of accurulated amortization' of $3,847 and $7,762 for the
respective years. The purchased credit card relat:onshrps were fully amortized in fi scal 2005. lntanglb]e assets are
amortized over three to 17 years. Amortization expense for these intangible assets for the next five fiscal years is
estimated to approximate $609 (2007), $326 (2008), $326 (2009), $318 (2010) and $207 (2011).

Land Held for Sale or Development — The Company has a who]ly—owned subsrdlary whose pnmary activity
is real estate development. Land that is purchased and held for sale is shown in other assets. Proceeds from sale of
land are recorded in other revenue and the corresponding cost of the land sold is recorded in"cost of other revenue.

Marketable Securities — Economic development bonds (“bonds”) issued by state and local mun1c1paht1es that
management has the positive intent and ability to hold to maturlty are classified as held-to-maturity and recorded at
amortized cost. For bonds classified as available-for-sale where quoted market prices are not available, fair values
are estimated using present value or other valuation techniques. The fair value estimates are made at a spec1ﬁc pomt
in time, based on available market information and judgments about the bonds, such as estimates of timing and
amount of expected future cash flows. Such estimates do not reflect any premium or discount that could result from
offering for sale at one time the Company’s entire holdings of a particular bond, nor do they consider the tax impact
of the realization of unrealized gains or losses. .

Declines in the fair value of held-to- -maturity and available- for-sale bonds and securities below cost that are
deemed to be other than temporary are reflected in earnings as realized losses. Gains and losses on the 'sale of
secuntles are recorded on the trade date and determined using the specxﬁc identification method. ’

f

Government Economic Assistance — In conjunction with the Company’s expansion into new communities,
the Company ofien receives economic assistance from the local governmental unit in order to encourage economic
expansion in that local government’s area. This assistance typically comes through the use of proceeds from the sale
of economic development-bonds and grants. The bond proceeds and grants are made available to fund the purchase
of land (where not donated), construction of the retail facility and infrastructure improvements. The economic
development bonds issued to fund the project, in certain cases, will be repaid by sales taxes generated from the sales
of that retail destination store, while in other cases the economic deve!opment bonds are repaid through property
taxes generated within a designated tax area. The governthent grants have been recorded as deferred grant income
and have been classified as a reduction to the cost basis of the applicable property and equipment. The deferred grant
income is amortized to earnings, as a reduction of deprecnanon expense over the average esttmated uséful lifé of
the projéct.
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The Company generally agrees to purchase these economic development bonds in order to facilitate the
transaction. In one such transaction, the Company agreed to-guarantee any deficiency of an economic development
bond through October 2014 which is the term of the bond. Each period the Company estimates the remaining amount
of the governmental grant to be received associated with the project. If it is determined that the Company will
nat receive the full amount remaining, the Company will adjust the deferred grant income to appropriately reflect
the change in estimate and the Company will immediately record a cumulative additional depreciation charge that
would have been recognized to date as expense, in the absence of the grant. At fiscal 2006 and 2005, the Company
guaranteed total outstanding economic development bonds of $3,960 and $4,205, respectively. As of December 30,
2006, it does not appear that any payments which might be required by the Company under these guarantees would
have a material lmpact on the Company’s fmanc1al position, resulls of operations or llqmdlty

Additionally, in connection with these arrangements, local governments may donate land to the Company.
Land grants typically include the land where the retail store is constructed as well as other land which is divided into
parcels for future sale and development. The Company records the fair value of the land granted with a corresponding
credit to deferred grant income that is classified as a reduction to the basis of the land. The deferred grant income is
recognized as revenue (grant mcome) over the estimated life of the related assets constructed on the land. As parcels
of land are sold any apprecnatlon or decline in the value of the land is recognized at the time of sale. The Company
did not receive any land under government economic assistance for fiscal 2006 and 2005. During fiscal 2004, the
Company received land with a falr value of $14,384 under these arrangements.

In certain cases, the Company has agreed to guarantee any deficiency in tax proceeds that are used for debt
service of the economic development bonds. In those situations, the Company records the obligation as debt on its
balance sheet in accordance with Emerging Issues Task Force {“EITF”) No. 91-10, Accounting for Special Assessments
and Tax Increment Financing Entities. Such amounts are recorded in long-term debt.

As a condition of the receipt of certain grants, the Company is required to comply. with certain covenants.
The most restrictive of these covenants are to maintain certain employment levels, maintain retail stores in certain
locations or to maintain office facilities in certain locations. For these types of grants, the Company records the
grants as a component of deferred grant income, and recognizes related revenue as the milestones associated with
the grant are met. The Company was in compliance with all material requirements of these grants at fiscal 2006 and
2005. '

Credit Card Rewards Program — Every Cabela’s CLUB Visa cardholder receives Cabela’s points based on
the dollar amount transacted through WFB issued “Classic” or “Gold” credit cards. These points can be redeemed
for products and services of Cabela’s through the Company’s direct business and destination retail stores. Classic
cardholders receive 1% in points for every dollar spent and 2% in points for purchases at Cabela’s. Gold cardholders
téceive 1% in points for every dollar spent and 3% in points for purchases at Cabela’s. There is no limit on points
that can be earned by a cardholder and no expiration period on the points. Points are accrued and expensed as the
cardholder earns them. The expense is shown as a reduction of Financial Services revenue in the consolidated
statements of income. The amount of unredeemed credit card peints was $57,159 and $47,938 at fiscal years ended
2006 and 2005, respectively. WFB also utilizes points for acquisition, activation and retention programs. Promotional
event offers may also be utilized by cardholders in addition to credit card points. All of these items are part of the
customer rewards program. The amount of credit card rewards expensed as an offset to Financial Services revenue
was $90,096, $72,992 and $61,983 in fiscal 2006, 2005 and 2004, respectively. :

Income Taxes — The Company files 'consolidatea federal and state income tax returns with its wholly-owned
subsidiaries. The consolidated group follows a policy of requiring each entity to provide for income taxes in'an
amount equal to the income taxes that would have been incurred if each were filing separately. The Company’s tax
ycar—end is changing from the Saturday closest to September 30 to the Saturday nearest to January 1. This change
is effective December 30, 2006,

68




CABELA’S INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in Thousands Except Share and Per Share Amounts)

Deferred income taxes are computed using the liability method under which deferred income taxes are provided
on the temporary differences between the tax bases of assets and liabilities and their financial reported amounts. .

Srock-Based Compensation — Effective January 1, 2006, the Company adopled the provisions of FAS No.
123 (revised 2004), Share-Based Payment (“FAS [23R”), which requires the measurement and recognition of
compensation expense in the financial statements for all share-based payment awards to employees and directors
including employee stock option awards and e’mployee stock purchases under an employee stock purchase plan.
The Company adopted FAS 123R using the modified prospective transition method, therefore, prior fiscal year
amounts were not restated, Under this method, in accordance with the provisions of FAS 123R, the Company is
recognizing compensation expense for (i) equity awards issued after January 1, 2006, based on grant date estimated
fair value on a straight-line basis over the requisite service period for the entire award, and (b) all awards granted
prior to, but not yet vested as of January 1, 2006, based on the grant date fair value estimated in accordance with
the original provisions of Accounting Principles Board (“APB™) Opinion No. 25, Accounting for Stock Issued to
Emplovees. The cumulative effect of the adoption of FAS 123R related to estimating forfeitures of outstanding
awards was not significant. In addition to the recognition of expense in the consolidated financial statements, FAS
123R also requires that the cash retained resulting from tax deductions in excess of the cumulative compensation cost
recognized for share-based arrangements be presented as a financing activity inflow in the consolidated statements
of cash ﬂows on a prospective basis.

As a result of the adoption of FAS 123R, the Company’s consolidated net income for fiscal 2006 includes
compensation expense of $3,615 ($2,259 after-tax, or $.03 per diluted share). This share-based compensation expense
is recorded as a component of selling, general and administrative expenses in the consolidated statement of income.
For fiscal 2006, the excess tax benefit from stock option exercises totaling $495 is presented in financing activities
in the consolidated statement of cash flows.

Prior to January 1, 2006, as permitted by FAS 123, dccounting for Stock-Based Compensation ("FAS 123"),
the Company accounted for stock-based payments under the provisions of APB Opinion No. 25, Accounting for Stock
Issued to Employees and related interpretations. The Company also had adopted the disclosure-only provisions of
FAS 123, whereby the Company disclosed the pro forma net income and earnings per share as if the Company had
applied the fair value recognition provisions to its share-based payment awards.

See Note 14 for additional stock-based compensation disclosures under FAS 123R, stock option-activity and
the assumptions used in determining the fair value of stock options.

Financial Instruments and Credit Risk Concentrations — Financial instruments, which potentially subject
the Company to concentrations of credit risk, are primarily cash, investments and accounts receivable, The Company
invests primarily in honey market accounts, tax-free municipal bonds or commercial paper with short-term maturities
and limits the amount of credit exposure to any one entity. Concentrations of credit risk with respect lo accounts
receivable are limited due to the nature of the Company’s receivables.

Fair Value of Financial Instruments — The carrying amount of cash and cash equivalents, receivables, credit
card loans held for sale, retained interests in asset securitizations, accounts payable, short-term borrowings, notes
payable to banks and accrued expenses approximate fair value because of the short maturity of these instruments,
The fair values of each of the Company’s long-term debt instruments are based on the amount of future cash flows
associated with each instrument discounted using the Company’s current borrowing rate for similar debt instruments
of comparable maturity. The fair value estimates are made at a specific point in time and the underlying assumptions
are subject to change based on market conditions. At fiscal 2006 and 2003, the total carrying amount of the Company’s
long-term debt was $311,382 and $119,826, respectively, with an estimated fair value of approximately $315,979 and
$120,125, respectively. For purposes of estimating fair value, time deposits are pooled in homogeneous groups and
the future cash flows of those groups are discounted using current market rates offered for similar products. At fiscal
2006 and 2005, the carrying amounts of the Company’s time deposits were $102,196 and $109,488, respectively, with
estimated fair values of approximately $102,739 and $113,632, respectively.
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Derivatives — The Company uses derivatives for the purpose of hedging exposure to changes in interest rates
and foreign currency exchange rates. The fair value of each derivative is fecognized in the consolidated balance
sheets within current assets or current liabilities. Changes in the fair value of derivatives are recognized immediately
as income or loss in the consolidated income statements for derivatives that do not quallfy for hedge accounting.
For derivatives designated as a hedge and used to hedge an anticipated transaction, changes in the fair value of the
derivatives are deferred in the consolidated balance sheets within accumulated other comprehensive income (loss) to
the extent the hedge is effective in mitigating the exposure to the related anticipated transaction. Any ineffectiveness
associated with the hedge is recognized immediately as income or loss in the consolidated income statements.
Amounts deferred within accumulated other comprehensive income (loss) are recogmzed in the consohdated income
statements in the same period during which the hedged transaction affects earnings.

Comprehensive Income — Comprehensive income consists of net income, derivative adjustments and
unrealized gains and losses on available-for-sale securities, net of related income taxes.

Earnings Per Share — Basic earnings per share (“EPS”) is computed by dividing net income by the weighted
average number of shares of common stock outstanding during the period. Diluted EPS is computed by dividing net
income by the sum of the weighted average number of shares outstandmg plus all additional common shares that
would have been outstanding if potentially dilutive common share equivalents had been issued. Options exercised
prior to vesting have not been considered in the basic EPS calculation, but are considered in the computation of
diluted EPS. Options outstanding considered anti-dilutive for fiscal 2006, 2005 and 2004 totaled 6,000, 1,444,186
and 6,000, respectively. The following table reconciles the number of shares utilized in the earnings per share
calculations for the fiscal years ended:

2006 2005 ' 2004
Weighted average number of shares: '
Commonshares-basic .. ... ... ... i it L 65,221,339 64,668,973 61,277,352
Effect of incremental dilutive securities; . .
Stock Oplions . .. ..oovv i . 1,422,517 1,599,401 2,000,048
‘Common shares - diluted . .. ... ... . e e 66.643.856 66268374 63,277,400

Supplemental Cash Flow Information — The following table sets forth non- cash financing and investing
activities and other cash flow information for the fiscal years ended: - :

2006 2005 2004
Non-cash financing and investing activities: - v s
Unpaid purchases of property and equipment included in .
accounts payable (1). .. ... ..o i $19,852 § 8498 § - —
Capital lease obligations. ... ... 5,649 ., — 8,728
Transfer of land to held for sale or development from property and
equipment (CONStruction in Progress). ... couuvver i eeee.. 10,764 — —
" Contributionofland. .................... P N C— — 6,038
* Contribution of assets in exchange for investment in . . )
entity (less than 50% owned) . .. ...... ... ... i — — 3,400
Other cash flow information: ' '
Interest paid, net of capitalized interest of $355 $371 and none......... 18,662 14,597 11,360
INCOME LAXES, TIEt - . ... o ittt e e e 41,012 38,354 24,026

(1) Amounts reported as unpaid purchases are recorded as cash outflows from investing activities for purchases of
property and equipment in the consolidated statements of cash flows in the period they are paid.
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- Recently Issued Accounting Pronouncements and Regulatory Matters —

In fiscal 2006, SEC Staff Accounting Bulletin No. 108, Considering the Effects of Prior Year Mrssraremems
when Quantifying Misstatements in Current Year Financial Statements (“SAB 108”) became effective for the
Company. SAB 108 requires that registrants quantify errors using both a balance sheet approach and an income
statement approach and then evaluate whether either approach results in a misstated amount that, when all relevant
quantitative and qualitative factors are considered, is material. The adoption of this bulletin did not have a material-
effect on the Company’s financial position or results of operations. :

On May 18, 2006, the State of Texas enacted House Bill 3 (“the Bill”), which replaced the State’ s current
franchise tax with a “margin tax.” The margin tax is assessed at one-half of one percent of Tekas-sourced taxable
margin for retailers and wholesalers. Although the Bill is not an incomé tax, it has characteristics of an income tax
and accordingly is accounted for as an income tax item under FAS 109, Accounting for Income Taxes. The margm tax
is effective for tax returns originally due on or after January |, 2008. However, as required by FAS 109, all effects ofa
tax faw change should be accounted for in the period of the law’s enactment. The impact of this bill on the Company’s
financial position, liquidity, results of operations and effective tax rate was not material for fiscal 2006.

In June 2006, the EITF Task Force reached a éonsensus on Issue No. 063, How Taxes Collected From Customers
and Remitted to Governmental Authorities Should Be Presented in the Income Statement (That Is, Gross versus Net
Presentanon) EITF 06-3 concluded that entities should present taxes imposed concurrently on a specific revenue-
producing transaction between a séller and a customer in the income statement on either a gross or a net basis based
on their accounting policy. Disclosure is required if such taxes are significant and presented on a gross basis. This
disclosure is effective for financial staiement presentations beginning after December 15, 2006, or begmnmg in
fiscal 2007 for the Company. Management does not believe that this statement will have a matenal effect on the
Company s financial position ot results of operations.

On July 13, 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes — an
Interpretation of FASB Statement No, 109 (“FIN 48™) which prescribes a recognition thrashold and measurement
attribute, as well as criteria for subsequently recognizing, derecognizing and measuring uncertain tax positions for
financial statement purposes. FIN 48 also requires expanded disclosure with respect to the uncertainty in income
tax assets and liabilities. FIN 48 is effective for fiscal years beginning after December 15, 2006, or beginning in
fiscal 2007 for the Company. Management of the Company has determined that the adoption of this statement will
not have a material effect on the Company’s financial position or results of operations. .«

On August 9, 2006, the Michigan Legislature approved a legislative initiative that repeals the Michigan Single
Business Tax for tax years beginning after December 31, 2007. No replacement tax was included with the repeal. The
Company cannot measure the impact of this change until the replacement tax is enacted.

In February 2006, the FASB issued FAS No. 155, Accounting for Certain Hybrid Financial Instruments - an
amendment to FASB Statements No. 133 and 140 (*FAS 155”) to address issues which had arisen related to FAS
No.133, Accounting for Derivative Instruments and Hedging Activities. FAS 155 allows, among other provisions, a
company to elect fair value measurement of instruments in cases in which a derivative would otherwise have to be
bifurcated. FAS 155 is effective for all financial instruments acquired, issued or subject to a remeasurement (new
basis) event after the beginning of an entity’s first fiscal year beginning after September 15, 2006, or beginning in
fiscal 2007 for the Company. Management does not believe that the adoption of the provisions of this statement will
have a material effect on the Company’s financial position or results of operations.

In March 2006, the FASB issued FAS No. 156, Accounting for Servicing of Financial Assets — an amendment
of FASB Statement No. 140 (“FAS 156™). FAS 156 requires that an entity separately recognize a servicing asset
or servicing liability when it undertakes an obligation to service a financial asset under a servicing contract in
certain situations. Such servicing assets or servicing liabilities are required to be initially measured at fair value, if
practicable. FAS 156 also allows an entity to choose one of two methods when subsequently measuring its servicing
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assets and servicing liabilities: (1) the amortization method or (2) the fair value measurement method This statement
is effective as of the beginning of an entity’s first fiscal year that begins after September 15, 2006, or begmnmg in
fiscal 2007 for the Company. Management does not believe that the adoption of the prOVlSIOnS of this statement will
have a matenal effect on the Company’s financial position or results of operations.

In September 2006, the FASB issued FAS No. 157, Fair Value Measurements (“FAS 1577). Thls statement
enhances existing guidance for measuring and disclosing the fair value of assets and liabilities for more consistency
and comparability. FAS 157 provides a single definition of fair value, together with a framework for measuring it,
and requires expanded disclosures to provide information about the extent to which fair value is used to measure
assets and liabilities, the methods and assumptions used to measure fair value, and the effect of fair value measures
on earnings. "FAS 157 is effective for financial statements issued in fiscal vears beginning after November 15, 2007.
Management does not believe that the adoption of the provisions of this statement will have a material effect on the
Company’s financial position or results of operations.

H

2.  SALE OF CREDIT CARD LOANS

WFB has established a trust for the purpose of routinely selling and securitizing credit card loans. WFB maintains
responsibility for servicing the securitized loans and receives a servicing fee based on the average outstanding loans
in the trust. Servicing fees are paid monthly and reflected as a component of other non-interest income in Financial
Services revenue. The trust issues commercial paper, long-term bonds or long-term notes. Variable bonds and notes
are priced at a benchmark rate plus a spread. Fixed rate notes are priced on a five-year swap rate plus a spread. WFB
rétains rights to future cash flows arising after investors have received the return for which they are entitled and after
certain administrative costs of operating the trust. This portion of the retained interests is known as lnterest-only-
stnps and is subordinate to investor’s interests. The value of the interest-only strips is subject to credit, payment rate
and interest rate risks on the loans sold. The investors have no recourse to the assets of WEB for failure of debtors to
pay. However, as contractually required, WFB establishes certain cash accounts, known as cash reserve accounts, to
be used as collateral for the benefit of investors. :

.

Credit card loans held for sale and credit card loans receivable consisted of the following at fiscal years
ended:

. . : : . : 2006 2005
Composition of credit card loans held for sale and credit card loans receivable: '
Loans serviced ... .....ou i % 1,674,064 $ 1,340,820
Ldans securitized and sold 1o outside investors. J.. ... e "(1,514,000) (1,247,000}
Securitized loans with securities owned by WFB which are classified as ' '
retained INETESIS . . . oo vvet e PO (4,922) (2,403)
: ' - 155,142 91,417
Less adjustments to market value and allowance for loan fosses .......... (2,459) (1,759)
Total (including transferor’s interest of $122,824 and $68,736) . . ............ $ 152,683 $ 89658
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Delinquent loans in the managed credit card-loan portfolio - . . .- i
at fiscal year end: : .
. 30-B9days.... ... e £ .9589 . % 6,856

90 days or more and still accruing .. ......... e $ 3095 % 2,176
Total net charge-offs on the managed credit card loans : :
portfolio for fiscal yearended .. ........ ... ... ... ... ... .5 25199 $ 23,602
Annual average credit card loans: : : . . e -
Managedcreditcardloans . ... . ... . ... .. . .. i e $ 1,357,671 $ 1,095,580
Securitized credit card loans including seller’s interest .. ............... $ 1,325,149 $ 1,074,765
Total-net charge-offs as a percentage of annual average : . CT A A
managed creditcardloans . ... ... ... . oo PP 1.86% 2.15%
Retained Interests: : K . Co Y

Retained interests in securitized loans consisted of the following at the fiscal years ended:

W06 2008
Cashreserve account . .........oit i inenennnnn.s S e ass . 39638 $16,495
Interest-only strips . ... ......... ... ....... e P ..l T 244730 15567
Class B securities . . .. .. S e oLt a9 T 2403

$39,033  $34.465

Key Assumptions:

The following are the key economic assumptions used by management to estimate the fair value of the interest-
only strips resulting from the securitization of credit card loans for the fiscal years ended:

2006 2005
Weighted average paymentrates ... ......... ... ..c.ccuuei..n 33.05% t0 35.27% 35.91% to 37.37%
Weighted average lifeinyears........... ... ... ... ........ 0.542 to0 0.625 0542
Weighted average expected ereditlosses. . ...................... 2.59%102.96%  3.07% to 3.66%
Servicing fee. . ... ... 1.25% to 2.00% 1.25% to 2.00%
DISCOUNETAE - .+« vee e et et ettt e et e et 10.37% t011.39%  9.71% to 12.22%
Weighted average interest rate paid o investors . ................. 5346% 0 5.62%  4.21% ta 5.07%

Sensitivity Analysis:

The key economic assumptions used by management and the sensitivity of the current fair value of retained
interests of $39,033 at fiscal 2006 to immediate 10% and 20% adverse changes in those assumptions are as follows:

Impact on Fair Value of

Assumption an Adverse Change of
] 10% 20%
Weighted average paymentrates ..................cooo.n. 33.05% $(1,242)  $(2,37H)
Weighted average expected creditlosses.................... 2.67% $ (858) 3(1,716)
DHSCOUNETALE. . . vttt e 937%and 10.37% § (325) § (644)
Weighted average interest paid to investors. . ................ 5.46% $ (854)  $(1,709)
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The sensitivity analysis is hypothetical and is as of a specific point in time. As a result, these scenarios should
be used with caution. As the table indicates, changes in fair value based on 10 percent variation in assumptions
generally cannot be extrapolated because the relationship of the change in assumption to the change in fair value may
not be linear. Also, in this table, the effect of a variation in a patticular assumption on the fair values of interest-only
strips are calculated without changing any other assumption; in reality, changes in one factor may result in changcs
in another which might magnify or counteract the sensitivities.

Cash Flows Jrom Securitizations:

The following table summarizes the cash flows received from the securitization trust during the fiscal years
ended ‘ :

2006 2005 2004

Proceeds from new securitizations, net. .. .................. IR . % 267000 § 237000 § 169,000
Collections used by the trust to purchase '

new balances in revolving credit card securitizations. . .......... $6,727,177 $5,578,746 | $4,597,365
Servicing feesreceived .. ............ e e . 0% 24352 % 19468 § 16452

Other cash flows received by the transferor other than servicing fees..  $ 157,259 $ 12439 § 94,277

Certain restrictions exist related to securitization transactions that protect certificate and note holders against
declining performance of the credit card loans. In the event performance declines outside stated parameters and
waivers are not granted by certificate holders, note holders and/or credit enhancement providers, a rapid amortization

of the certificates and notes could potentially occur. The credit card loans were performing within established
guidelines at fiscal 2006, 2005 and 2004,

3. PROPERTY AND EQUIPMENT

Property and equipment included the following at the fiscal years ended:

i . Depreciable
e ‘ Life .
in Years 2006 2005

Land and improvements . . ... ..o iuivan i 0-20 $ 9151 . $ 86458
Buildings and improvements ... ... . oo i i 40 290,374 , 216,339
Assets held under capital lease. .. ... e 30 14,363 8,728
Leasehold improvements ........... ..o, 7-40 13,226 3,486
Furniture, fixtures and equipment . . ... ... .ot . 3-10 227,866 176,548
Capitalized software. .. ..., ...t o3 20,139 18,134
Monuments and animal displays . .. ... 186-15 33,516 23,465
ConStruction iR PrOEIESS . ...\ vvu et eaneeans » 99,932 77,011

‘ 790,977 610,169
Léss accumulated _deprécialion and amortization ... ............ o A Lo (190,912) (150,547)

$ 600,065 $ 459,622
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4. MARKETABLE SECURITIES

Marketable securities consisted of the following at the fiscal years ended: :

2006
Gross ' Gross
Unrealized Unrealized Fair
Cost Gains . Losses Value
Available-for-sale:
Economic developmentbonds ..................... $105,431 $ 467 .8 — $105,898
Held to maturity: .
Mortgage backed securities. . ........ ... D 1,185 — — 1,185
Economic developmentbonds ..................... 10,277 — — 10,277
$ 116,893 $ 467 $ — $117.360
2005
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses . Value
Available-for-sale: ) . ) .
. -- Economic developmentbonds . . .................... $133,379 $410 $ (440) ° $.133,349
Held to maturity: . .
Mortgage backed securities ........................ 1,285 — — 1,285
- Economic developmentbonds . . .................... 11,110 - — — 11,110
| $145774  $410  $(440) $145744
The amortized cost and fair value of marketable securities by contractual maturity at fiscal 2006 is as
follows: : ' :
' " Available-for-Sale Held to Maturity
Amortized Fair ‘ Amortized Fair
Cost Value " Cost Value
2007 .. e PP $ 43,444 § 43263 $ 1,001 $ 1,001
2008 ... e + 663 625 1,193 1,i93
2009 .. e 694 666 1,118 1,118
. 2000, .. e 958 968 1,202 1,202
’ 2000 . 1,552 1,574 1,029 1,029
Thereafter............ .. ... ... .. .. .. ... 58,120 58,802 5919 5919

$105431 $105898 $11462  $11,462

Economic development bonds totaling $42,870 related to the Wheeling, West Virginia location are classified
as maturing in 2007 since the Company has received notification from the bond trustee that it intends to retire these
bonds. - Realized gains on the sale of available-for-sale securities totaled $264 in fiscal 2004 and are included in
other income in the accompanying consolidated statements of income. There were no realized gains or losses in
fiscal 2006 or 2005. .
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5. TIME DEPOSITS

WFB accepts time deposits only in amounts of at least one hundred thousand dollars. All time deposits are
interest bearing. The aggregate amount of time deposits by maturity as of fiscal 2006 was as follows:

2007 ...l e $ 33,401
2008 .t 15,300
2000 .. e 14,695
2000, . e e 19,300
B 1) [ 19,000
Thereafter. ... .o vvr e iiiaass 500
' 102,196

Lesscurrent maturities. . ............ovvrrenn-. (33,401} .
Deposits classified as non-current liabilities. .. . . .. $ 68,795

6. REVOLVING CREDIT FACILITIES

On July 15, 2005, the Company amended and restated its credit agreement with several banks. The amended
and restated credit agreement provides for a $325,000 unsecured revolving credit facility that expires on June 30,
2010. The credit agreement was also amended eliminating certain limitations regarding pay downs of revolving
loans advanced; therefore, advances made pursuant to this credit agreement are classified as long-term debt. The
credit facility may be increased to $450,000 upon request of the Company and the consent of the banks party to the
credit agreement. The credit agreement permits the issuance of up to $150,000 in letters of credit and standby letters
of credit, the nominal amount of which are applied against the overall credit limit available under the credit facility.
During the term of the facility, the Company is required to pay a quarterly facility fee, which ranges from 0.10% to
0.25% of the average daily unused principal balance on the line of credit. Interest on advances on this credit facility
is calculated at the greater of (i) the lead lender’s prime rate, (ii) the average rate on the federal funds rate in-effect for
the day plus one-half of one percent or (iii) the Eurodollar rate of interest plus a margin, as defined. The weighted
average interest rate for borrowings on the line of credit was 5.84% during fiscal 2006. At December 30, 2006, no
principal dmounts were outstanding on the line of credit. However, letters of credit and standby letters of credit
totaling $54,582 were outstanding at December 30, 2006. The average principal amount outstanding during fiscal
2006 was $6,851. The credit agreement requires that the Company comply with certain financial and other customary
covenants, including _

o a fixed charge coverage ratio (as defined) of no less than 1.50 to 1.00 as of the last day of any fiscal
quarter; .

s acashflow ‘leverage ratio (as defined) of no more than 3.00 to 1.00 as of the last day of any fiscal 'quarler;
‘and

*  aminimum tangible net worth standard (as defined).

The credit agreement includes a dividend provision limiting the amount that the Company could pay to
stockholders, which at December 30, 2006, was not in excess of $99,471. The agreement also has a provision
permitting acceleration by the lenders in the event there is a change in control, as defined. In addition, the credit
agreement contains cross defauit provisions to other outstanding debt. In the event the Company fails to comply with
these covenants, a default is triggered. In the event of default, all outstanding letters of credit and all principal and
outstanding interest would immediately become due and payable. See “Credit Facilities and Other Indebtedness”
under “Liquidity and Capital Resources” in the “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” for additional information on the covenants associated with this credit agreement. The
Company was in compliance with all financial debt covenants at December 30, 2006.
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The Company is-party to inventory financing agreements that allow certain vendors providing boat and all
terrain vehicle merchandise to give the Company extended payment terms. The vendors are responsible for all interest
payments for the financing period and the financing company holds a security interest in the specific inventory held
by the Company. The Company's revolving credit facility limits this security interest to $20,000. The Comp_ariy
records this merchandise in inventory with an offsetting liability in accounts payable in the consolidated balance
sheet. The loans and payments are reflected in the financing lines of credit in the Company’s consolidated cash flow
statements, The extended payment terms to the vendor do not exceed one year. The outstanding liability was $9,829
and $1,443 at the end of fiscal 2006 and 2005, respectively.

WFRB has an unsecured federal funds purchase agreement with a financial institution. All federal funds
transactions are on a daily origination and return basis.- Daily interest charges are determined based on mutual
agreement by the parties. The maximum amount that can be borrowed 15 $25,000. There were no amounts outstandmg
as of December 30, 2006, and Décember 31, 2005, "

WFB also has an unsecured federal funds purchase agreement with another financial institution. The maximum
amount that can be borrowed is $60,000. The interest rate for the purchase agreement is based on the current federal
funds rate. At Decembér 30, 2006, there was $6,491 outstanding at 5.75%. There were no amounts outstandmg as
of December 31, 2005.

7. LONG-TERM DEBT AND CAPITAL LEASES

Long-term debt and capitai leases consisted of the following at the fiscal years ended:

2006 2005
Unsecured senior notes; payable to various insurance companies; principal payable in :
annual installments of $25,000 through September 5, 2009; interest payable semi- .
annually at d.95%. ... e $ 75000  $100,000
Unsecured notes payable to vanous insurance compames balloon principal payable in
full February 27, 2016; mterest payable semi-annually at 599%................. 215,000 .~
Unsecured senior notes; interest rates from 8.0% to 9.19%; payable with interest and &
prmmpa] due in monthly installments of $274 through January 1, 2007; beginning )
February i, 2007 monthly principal of $8] due through Januvary 1,2010 ........... : 2,791 - 5,686
Capital lease obligation; implicit rate of 5.9% (2006) and 4.0% (2005); payable in
monthly installments of $83 (342 for 2005) through June 2036. .. .. ............. 13,948 - 8,495
Various notes payable due through October 13, 2014; interest rates from 4.0% to 8.0%; ' ’ o
total annuai instaltments of approximately $790 . ....... .. ... ... .. .. Ll 4643 - 5,645
Total long-termdebt. . ... ... ... . . . e 311,382 119,826
Less current maturities - . . . .. S (26,803) . (29,049 -
Long-term portion. . .. .......... e $284.579. $ 90,777

Certain of the long-term debt agreements contain various covenants and restrictions such as the maintenance of
minimum debt coverage, net worth and financial ratios. The significant financial ratios and net worth requirements
in the long-term debt agreements arc as follows:

e alimitation of funded debt to be less than 60% of consohdated total capitalization;

s cash flow fixed charge coverage ratio, as defined, of no less than 2.00 to 1.00 as of the last day of the any
fiscal quarter; and

¢  aminimum consolidated adjusted net worth as defined,
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In addition, the debt contains cross default provisions to other outstanding credit facilities. In the event the
Company fails to comply with these covenants and the failure to comply goes beyond 30 days, the Company will
trigger a default. In the event of default, the obligations shall automatically become immediately due and payable.
All principal and outstanding interest would immediately become due and payable. See “Credit Facilities and Other
Indebtedness” under “Liquidity and Capital Resources” in the “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” for additional information on the covenants associated with the unsecured
notes. The Company was in compliance with all financial debt covenants at December 30, 2006,

The Company amended and restated the lease agreement for its distribution facility in Wheeling, West Virginia
on Apri! 26, 2005. The building was expanded to twice its size. The new amended lease term began on July |,
2006, and extended the original term to June 2036. The monthly installments were increased to $83 with the lease
containing a bargain purchase option at the end of the lease term, The Company is accounting for this lease as a
capital lease and has recorded the additional leased asset at the present value of the future minimum lease payments
using a 5.9% implicit rate. The additional leased asset was recorded at $5,649 and is being amortized on a straight-
line basis over 30 years. ' :

Aggregate expected maturities of long-term debt and scheduled capital lease payments for the fiscal years
shown are as follows:

Scheduled Capital Long Term Debt

: Lease Payments Malurities
2007 ... . PR e R . $ 1,000 $ 26,636
2008 . . v et e 11,000 26,573
2000 . e i 1,000 26,463
2000 . e e e * 1,000 548
2001 e e e ' 1,000 ) 499
Thereafter . ... ... it e 24,382 - 216,715
. 29,382 297,434
Capital lease amount representing interest. . ............... (15,434) )
Present value of net scheduled lease payments.............. $13948 . " 13,948
Total long term debt and capital leases ................. . $311,382
8. OTHERINCOME ,
Other income consisted of the following for fiscal years ended:
2006 2005 2004
Interest income earned on economic developmentbonds . . ......... $9.574 $10,549 § 7,093
Gains on sale of INVESIMENLS .. ... ..o it — — 2,816
(011 17=) o OO 63 114 534
TOtRD © v\ e e e $9.637 $10,663 $10,443

Interest income from economic development bonds consists of income earned on bonds associated with various
economic development agreements entered into by the Company. :
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9. INCOME TAXES

The provision for income taxes consisted of the following for each fiscal year ended:

2006 2005 2004
Current; e o
Federal ... ... ... ... . . ... $24,601 $28874 $36,833
e . et e 2,840 2,619 631
27,441 31,493 37,464
Deferred: - '
D Federal ... ... .. ... ... e - 22,225 10,723 (2,339)
State .. ... AU -1,805 585 (40)

24030 11,308 . (2,379)
$51471  $42.801  $35,085 .

- A.reconciliation of the statutory federal income tax rate to the effective income tax rate is as follows for the
fiscal years ended:

o 2006 ., 2005 2004
Statutory federal rate . . . .. S e 350%  350%  35.0% ,
State income taxes, net of federal tax benefit ... ... 1.8 .. 1.2 0.5 ‘
Other nondeductible items . ... ................. 0.1 (0.1) 0.1
OUNEE. .o et 0.6 - 10 (0.5 -
. S Es% 3% 35%
" Deferred tax assets and liabilities consisted of the following at each respective fiscal year ended: ' .
: ' 2006 - 2005
Deferred tax assets: ’
Deferred compensation ... .............. e $ 3,907 $ 3,528
Deferredrevenue ....,................... e s ’ 3,276 4,153
Reserve for retums.. . . . . e 8032 6,729
Accrued vacation Pay. ...... ... 2,938 3,148
Reserve for health insurance claims. .. ... .. ........... S 413 - 1,521
.12 Unrealized loss on available-for-sale securities. . ............0. - — 14
Accrued expenses. . . . .. el i e 1,422 BT A
Amortization. . .............. . e 1,289 1,347
. Allowance for doubtful accounts. .. ........ RN O 1,822 1,390
~ Other. ... .. FE S 596 1,088
. L 23,695 23,835
Deferred tax liabilities:
Prepaidcatalog costs . ...........ooveiiii oo 12,963 13,456
Property and equipment . ... ............ .. ... ..., 26,772 20,999
) Capitalized software costs . ............... e , 2,183 L2230
* Credit card iSSUANCE COSS vt vvvn vt ite e ieaeae e, . 1,286, 1,415
INVENLOTIES . . ..ottt e et 16999 . © 1,875
Unrealized gains on available-for-sale securities. .. ........... . 175 —
Retained interests in securitized loans . .. .................... 9,055 5,635
Other. . ... 2,680 2,409
' 72,113 48,019
Net deferred tax liability .. .. ... ... ... ... .. .. $(a8.418) $(24,184)
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Deferred income taxes are included on the consolidated balance sheets under the following captions at the
fiscal years ended:

' 2006 2005
Deferred income tax liability — current $(17,978)  § (3,994)

Deferred income tax liability — noncurrent (30,440) {(20,190)
$(48,418) $(24,184)

10. DERIVATIVES

The Company is exposed to certain market risks including changes in currency exchange rates and interest
rates. The Company may enter into various derivative transactions pursuant to established Company policies to
manage volatility associated with these exposures.

Foreign Currency Management — The Company may enter into forward exchange or option contracts for
transactions denominated in a currency other than the applicable functional currency in order to reduce exposures
related to changes in foreign currency exchange rates. This primarily relates to hedging against anticipated inventory
purchases.

Hedges of anticipated inventory purchases are designated as cash flow hedges. The effective portion of the
derivative’s gain or loss associated with the hedge is deferred as a component of accumulated other comprehensive
income (loss) until the anticipated transaction is consummated and is then recognized in earnings in the same period
that the hedged transaction affects’ earnings. For a foreign currency derivative not meeting the conditions for
designation as a hedge, changes in fair value are recorded in earnings in the period of change.

Gains totaling $28 and $296, net of taxes, for-fiscal 2006 and 2004, respectively, and a loss of $102 (net of
tax), were transferred from accumulated other comprehensive income to income from operations. During fiscal
2005, there was ineffectiveness associated with the Company’s foreign currency derivatives designated as cash flow
hedges. The Company discontinued four foreign currency contracts during fiscal 2005 resulting in a loss of $58

recorded in earnings.

Generally, the Company hedges a portion of its anticipated inventory purchases for periods up to 12 months.
As of December 30, 2006, the Company had hedged certain portions of its anticipated inventory purchases through
June 30, 2007. ‘

The fair value of foreign currency derivative assets or liabilities is classified in other current assets or other
current liabilities. The fair value of foreign currency derivative assets totaled $37 at December 30, 2006, and the fair
value of foreign currency derivative liabilities totaled %11 at December 31, 2005.

Interest Rate Management — In 2003, in coninection with the Series 2003-1 term securitization, the
securitization trust entered into a $300,000 notional interest rate swap agreement in order to manage interest rate
exposure. The exposure is related to changes in cash flows from funding credit card loans, which include a high
percentage of accounts with floating rate obligations that do not incur monthly finance charges. The swap effectively
converts the interest rate on the investor bonds from a floating rate to a fixed rate. Since the securitization trust is
not consolidated, the fair value of the swap is not reflected in the consolidated financial statements. Additionally,
the Company entered into a swap with similar terms with the counter-party whereby the notional amount is zero
unless the notional amount of the interest rate swap agreement of the trust falls below $300,000. This derivative is
not designated as a hedge and, therefore, the fair value of this derivative is recognized in current earnings. As of
December 30, 2006, market value was determined to not be material.
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11. COMMITMENTS AND CONTINGENCIES :

The Company leases various buildings, computer equipment, signs and storage space under operating leases,
which expire on various dates through 2026. Rent expense on these leases as well as other month to month rentals
was $8,896, $6,793 and $5,360 for fiscal 2006, 2005 and 2004, respectively. The following is a schedule of future
minimum annual rental paymems under operating leases at fiscal 2000

2007 e e $ 5,089

2008 o\ 3,092
2009 ..o e . SR 2,320
2010 ... e 1,976 o
2001 o 1,997 ‘ ;
Thereafter ... ... .. .. .. . 29,504
: $43,9_78 '

The Company has entered into certain lease agreements for retail focations.. In 2006, the Company entered
into four leases. The terms of these leases vary. One of these leases has been determined to be a capital lease and
will be recorded as such when the lease commences, which will not occur until a tuture penod Three of these
leases include tenant allowances that will be amortized 6ver the life of the lease. The Company expects to receive
tenant allowances approximating $15,000 and $25,700 in 2007 and 2008, respectively. Certain of these leases require
the Company to pay contingent rental amounts based on a percentage of sales, in addition to real estates taxes,
insurance, maintenance and other operating expenses associated with the leased premises. These long-term leases
include options to renew with total terms, including extensions, varying from 10 to 70 years, Some of these leases for
constructed assets contain customary conditions of performance by other parties.

The Company has entered into real estate purchase, construction and/or economic development agreements for
various future destination retail store site locations. At December 30, 2006, the Company had cash comniitments
totaling approximately $6,700 for fiscal 2006, $195,000 for fiscal 2007 and $97,000 for fiscal 2008 for estimated
capital expenditures and the purchase of future economic development bonds in connection with the construction and
development of new destination retail stores. In addition, the Company is obligated to fund the remaining $1,809 of
economic development bonds and construction costs related to the expansion of the distribution center in Wheeling,
West Virginia. The funds are designated for use of construction of additional distribution center facilities within the
Company’s development district. Construction and funding of the bonds will take place in 2007. ‘

The Company is also committed to fund $3,565 of economic development bonds related to our retail stores thal

opened i in fiscal 2005. When the bonds are funded, we will be reimbursed for the qualifying construction costs we
have incurred.

Under various grant programs, state or locat governments provide funding for certain costs assoctated with
developing and opening a new destination retail store. The Company generally receives grant funding in exchange
for commitments, such as assurance of agreed employment and wage levels at the destination retail store or that
the destination retail store will remain open, made by the Company to the state or local government providing
the funding. The commitments typically phase out over approximately five to ten years. If the Company fails to
maintain the commitments during the applicable period, the funds received may have to be repaid or other adverse
consequences may arise, which could affect the Company’s cash flows and profitability. As of December 30, 2006,
the total amount of grant funding subject to a specnﬁc contractual remedy was $14,398.

Through economic development bonds, the state or local government sells bonds to provide funding for land
acquisition, readying the site, building infrastructure and related eligible expenses associated with the construction
and equipping of the Company’s destination retail stores. Generally, the Company has been the sole purchaser of
these bonds. The bond proceeds that are received by the governmental entity are then used to fund the construction
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and equipping of new destination retail stores and related infrastructure development. While purchasing these
bonds involves an initial cash outlay by the Company in connection with a new store, some or all of these costs
can be recaptured through the repayments of the bonds. The payments of prmcnpal and interest on the bonds are
typically tied to sales, property or lodging taxes generated from the store and, in some cases, from businesses in
the surrounding area, over periods which range between 20 and 30 years. In addition, some of the bonds that the
Company has purchased may be repurchased for par value by the governmental entity prior to the matunty date of
the bonds. However, the governmental entity from which the Company purchased the bonds is not otherwise liable
for repayment of principal and interest on the bonds to the extent that the associated taxes are insufficient to pay the
bonds. In one location, the bonds will become subordinated to other bonds associated with the development if the
Company fails to continue to operate the store over a prescribed period. If sufficient tax revenue is not generated by
the subject properties, the Company will not receive scheduled payments and will be unable to realize the full value
of the bonds carried by the Company.

WFB enters into financial instruments with off balance sheet risk in the normal course of business through
the origination of unsecured credit card loans. These financial instruments consist of commitments to extend credit,
totaling $9,528,456 and $7,478,208, in addition to any other balances a cardholder might have, at fiscal years ended
2006 and 2005, respectively. These tnstruments involve, to varying degrees, elements of credit risk in excess of
the amount recognized in the consolidated balance sheet. The principal amounts of these instruments reflect the
maximum exposure WFB has in the instruments. WFB has not experienced and does not anticipate that all of the
customers will exercise their entire available liné of credit at any given point in time. WFB has the right to reduce or
canceél these available lines of credit at any time.

Litigation — The Company is engaged in various legal actions arising in the ordinary course of business. The
subject matter of these proceedings primarily includes commercial disputes, employment issues and product liability
lawsuits. After taking into consideration legal counsel’s evaluation of such actions, management is of the opinion
that the ultimate outcome will not have a materlal adverse effect on the Company’s financial position, resuits of
operations or liquidity.

Self-Insurance — The Company is self- msured for health claims up to 3300 per 1nd1v1dual The Company has
established a liability-for health claims submitted and for those claims incurred prior to year end but not yet reported
totaling $3,934 and $4,201 at the end of fiscal 2006 and 2005, respectively. - o

. The Company is also self-insured for workers’ compensation claims up to $500 pér individual. The Company
has established a liability for workers’ compensation claims submitted and for those claims incurred prior to year end
but not yet reperted totaimg $3,843 and $2,533 at the end of fiscal 2006 and 2005 respectwely

The Company s I:abllmes for health and workers’ compensatlon claims incurred but not reported are based
upon internally developed calculations. These estimates are regularly evaluated for adequacy based on the most
current information available, including historical claim payments, expected trends and industry factors.

12. REGULATORY CAPITAL REQUIREMENTS

WFB is subject to various regulatory capital requirements administered by the Federal Deposn Insurance
Corporation (“FDIC“) and the ‘Nebraska State Department of Banking and Finance. Under capital adequacy
guidelines and the regulatory framework for prompt corrective action, WFB must meet specific capital guidelines
that involve quantitative measures of WFR’s assets, liabilities and certain off-balance sheet items as calculated under
regulatory accounting practices. WFB’s capital amounts and classification are also subject to qualitative judgment
by the regulators with respect to components, risk weightings and other factors.

+ '
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The quantitative measures established by regulation to ensure capital adequacy require that WFB maintain
minimum amounts and ratios (defined in the regulations) as set forth in the following table. WFB exceeded the
minimum requirements for the well-capitalized category under the regulatory framework for prompt corrective
action provisions for both periods presented.

[

At thé end of fiscal 2006 and 2005, the most recent notification from the FDIC cétego‘rized WFB as well
capitalized under the regulatory framework for prompt corrective action. To be categorized as well capitalized WFB
must maintain certain amounts and ratios as set forth in the following table. There are no condmons or events sifice
that notification that management believes have changed the institution’s category.

2006

Ratio Required to be Conudered
“Adequately-

Actual ~ * Capitalized” =~ “Well-Capitalized”
‘ ' ' Amount Ratio Amgunt Ratio Amount Ratio
Total Capital to Risk-Weighted Assets. ............... $96,629 192% $40,352 8.0% $50,440 10.0%
Tier 1 Capital to Risk-Weighted Assets ............... $94,169 18.7% $20,176 4.0% 330,264 6.0%
Tier | Capital to Average Assets. ... ................. 394,169 33.5% $11,249 4.0% $14,061 5.0%
2005 -

Ratio Required to be Considered
“Adequately-

Actual Capitalized” “Well-Capitalized”

: ‘ o Amount Ratio Amount Ratio  Amount  Ratio
Total Capital to Risk-Weighted Assets. ............... $77.852 207% $30,096 8.0% $37,620 10.0%
Tier [ Capital to Risk-Weighted Assets ............... $76,093 20.2% 3515048 4.0% $22,572° 6.0%
Tier I Capital to Average Assets. . . . ... N L7 876,093 '334% § 9,107 40% S$I1,384 ° 5.0%

13. EMPLOYEE BENEFIT PLANS

401(k) Savings Plan ~ All emf)loyéqs are .eligible to defer up to 80% of their wages to the Company’s 401(k}.

savings plan, subject to certain limitations. Effective January 1, 2006, the plan was amended to increase the Company’s
mandatory match to 100% (from 50%) of eligible employee deferrals up to 6% of eligible wages, as defined. In
addition, in 2005 and 2004 certain employees were eligible for a discretionary Company contribution up to 12.5% of
eligible wages. The discretionary contribution of 12.5% was eliminated effective January 1, 2006. Total expense for
the Company’s contributions was $6,502, $10,307 and $9,730 in fiscal 2006, 2005 and 2004, respectively.

Deferred Compensation Plan — The Company has a self-funded, nonqualified deferred compensation plan
for certain key employees. This plan was amended on December 31, 2004, to restrict any further contributions.
Accrued interest compounds daily at prime plus 1.75% with the rate adjusting on a semi-annual basis. Upon certain
conditions participants can receive their balance in either a lump sum or in equal annual payments over various time

periods. The charge to interest expense under this plan was §503, $633 and $595 durmg fi scal 2006 2005 and 2004,

respectwely

Employee Charge Accounts — The Company allows employees.to charge products at its retail stores. The
amounts included in accounts receivable that were related to employee charges were $1,753 and $1,516 at the end of
fiscal 2006 and 2003, respectively. The eligibility and charge limits for employee charge accounts vary dependmg
on length of employment,
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14, . STOCK OPTION PLANS - !

In March 2004, the Company adopted the Cabela’s Incorporated 2004 Stock Plan (the “2004 Plan™). The
2004 Plan provides for the grant of non-qualified stock options, incentive stock options, stock appreciation rights,
nonvested stock, nonvested stock units and other stock-based awards to employees, directors and consultants. A
maximum of 2,752,500 shares, subject to adjustment in the event of a stock split, consolidation or stock dividend, of
the Company’s common stock are available for awards under the 2004 Plan. OpthﬂS granted under the 2004 Plan
will have a term of no greater than ten years from the grant date and will become exercisable in accordance with
the vesting schedule determined at the time the awards are granted. At the end of fiscal 2006, there were 2. 669 467
shares subject to options under the 2004 plan and 39,434 shares authorized and available for grant. The Company s
policy has been to issue new shares for the exercise of stock options.

¢

" In March 2004, the Company adopted an Employee Stock Purchase Plan (the “ESPP™), under which shares
of common stock are available to be purchased by the Company’s employees. The maximum number of shares of
common stock available for issuance under the ESPP is 1,835,000, subject to adjustment in the event of a stock split,
consolidation. or stock dividend. Employees are eligible to participate in the ESPP immediately upon hire. The
employee’s purchase price is 85% of the fair market value of the stock on the date of purchase. Each employee’s total
fair market value of burchases may not exceed twenty-five thousand dollars for the year. As of December 30, 2006,
256,118 shares had been issued under the ESPP and 1,578,882 shares were authorized and available for issuance.
Of the total shares issued in 2006, 25,061 were issued under a market purchase rather than a new issuance. The
Company intends to utilize a market purchase method when possible.

The Company’s 1997 Stock Option Pian (the “1997 Plan™) provided for the granting of incentive stock options
and nonqualified stock options to purchase shares of the Company’s common stock to officers, directors and key
employees. As of December 30, 2006, there were 2,217,942 shares subject to options under the 1997 Plan and no
shares available for grant. Options issued expire on the fifth or the tenth anniversary of the date of the grant. During
2003, the Company allowed employees to exercise options prior to vesting in exchange for a call option, as provided
for in the 1997 Plan. There were 18,350 shares remaining unvested as of December 30, 2006, with an estimated call
value of approximately $71. These shares have been included in the following tables.

On January 6, 2006, one of the Company’s employees with exercised unvested shares retired. As of January
6,'2006, 18,350 exercised unvested shares held by this employée were immediately vested as part of this employee’s
retirement agreement. At the time of this employee’s retirement, the value of the call option for these 18,350 shares
was $70 and the vahie of the stock subject to the call optlon was $310. The Company elected not to exercise its call
option and recognized a charge to compensatlon expense of $239 for the modification of the'stock optlons under
Statement 123R in fiscal 2006. -

Impact of the Adoption of FAS I23R using the modrf' ed pmvpecnve transition meﬂmd beginning
January 1, 2006:;

Effectwe January I, 2006 the Company adopted the provisions of Statemcnt No. 123 (revised 2004), Share-
Based Payment, which requires the measurement and recognition of compensation expense for all share-based
payment awards made to employees and directors including employee stock option awards and employee stock
purchases made under an employee stock purchase plan. The Company previously applied the recognition and
measurement provisions of APB Opinion No. 25 and related interpretations and provided the required pro forma
disclosures under FAS 123, Accounting for Stock-Based Compensation.

f)infing the ﬁqcél year ended December 30, 2006, share-based compensation expense was recorded for awards
granted since 2004 but not yet vested as of January 1, 2006. For these awards, the Company continues to recognize
compensation expense using the accelerated or graded method of amortization. Compensation cost for awards
granted after the adoption date is recognized using a straight-line amortization method over the vesting period.
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The effect on the Corapany’s results of continuing operations for fiscal year 2006 of recording share-based .

compensation, including ESPP shares, was to increase selling, general and administrative expenses by $3,615
and to reduce consolidated net income by $2,259 (or $.03 per basic and diluted share). There was no share-based
compensation capitalized in assets as of December 30, 2006.

As of December 30, 2006, the total unrecognized deferred share-based compensation balance for unvested
shares issued after becoming a public company, net of expected forfeitures, was approximately $5,369, net of tax,
which is expected to be amortized over a weighted average period of 4.5 years.

Prior to the adoption of FAS 123R, the Company presented all tax benefits resulting from the exercise of stock
options as operating cash inflows in the consolidated statements of cash flows, in accordance with the provisions
of the EITF Issue No. 00-15 Classification in the Statement of Cash Flows of the Income Tax Benefit Received
by a Company upon Exercise of a Nongualified Employee Stock Option. FAS 123R requires the benefits of tax
deductions in excess of the compensation cost recognized for those options exercised to be classified as financing
cash inflows on a prospective basis. This amount is shown as “Excess tax benefit from exercise of stock options” on
the consolidated statement of cash flows. For fiscal year ended 2006, the excess tax benefit realized from exercised
stock options and similar awards was $495. The Company has elected to adopt the transition method described in
FSP FAS 123(R)-3, Transition Election Related to Accounting for the Tax Effect of Share-Based Payment Awards.

Pro forma Information:

Since the Company went public in 2004, all options granted prior to 2004 are accounted for in accordance with
APB Opinion No.-25. The Company’s calculations are based on a single option valuation approach and forfeitures
were recognized as they occurred. The fair value of these options was estimated at the date of grant using the
minimum vatue approach. . The Company’s ESPP was deemed non-compensatory under the provisions of APB
Opinion No. 25. Stock-based compensation costs were reflected in consolidated net income where the options
granted under those plans had an exercise price that was less than the fair value of the underlying common stock
on the date of grant. The pro-forma stock based employee compensation expense for shares granted prior to being
a public Company was $247 net of tax for fiscal 2006. The pro forma information regarding net income, required
by FAS 123, as amended by FAS 148, Accounting for Stock-Based Compensation—Transition and Disclosure, is
presented in the following table and has been determined as if the Company had accounted for its employee stock
options under the fair value method by these standards. The pro forma information in periods prior to the adoption
of FAS 123R is as follows for the fiscal years ended: :

. : _ N 2005 2004
Net income - as reported . . . . . . . PO e e ieiieeiini... $72569  $64,996
Add: Stock based employee compensation recognized, netof tax ... ..... U 600 1,086
Deduct: Pro-forma stock-based employee compensation expense
" determined under fair value based method for all shares granted
as previously reported, net of tax. . . ... ... ..ttt (6,811) (4,759)
Netincome -proforma........ ..o i i i $66,358  $61,323

Earnings per share:

Basic-asreported ... ... ... e e § 112 § 106
Basic—proforma. ... ... ... ... . . . e $ 1.03 $ 1.00
CDiluted-asteported. . ... ... .. e e $ 110 $ 1.03
Diluted—proforma . ........ ... i e $ 097 % 094

ot

. Valuation Assumptions:

The fair value of options granted on and subsequent to May 1, 2004, is estimated on the date of the grant using
the Black-Scholes option pricing model. Since the Company has only been public since June 2004, the volatility
factor was derived using a historical volatility model as well as comparisons to peers in the Company's market
sector.
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The fair value of options in the fiscal years presented was estimated using the Black-Scholes model with the

following weighted average assumptions:

2004

2006 2005
Risk-free interest rate based on U.S, Treasury yield curve in effect at
thegrantdate. ................ .. ... ... e 501% 3.87%to 4.38% 3.63%
Dividendyield. .. ... ... i — — —
Expected volatility . .. ........coo i e 50% 50% v 50%
Weighted average éxpected life based onhistorical information . ... .. 6.0 years 4.5years 4.5 years
Weighted average grant date fair value of options granted . . ...... ... 51045 $9.14 - $10.05
Information relating to stock options is as follows for fiscal 2006:
All Options Non Vested Options
Weighted Weighted
Options Average Average
Available Number Exercise Number Grant Date
for Grant of Options Price _of Options Fair Value
Outstanding — beginning of fiscal 2006........... 751,979 4,695,748  §12.36 3,114,104 $ 4.56
Granted. .. .. .. .. ... i, ..... (884,500) 884,500 19.35 884,500 10.45
A D — — - (1,054,492) 3.64
Exercised ...... . ... i —  (497,946) 6.12 - — L
Forfeited (1} (2) . ... ..o v ot .. 171,955 (194,893) 18.58 (110,513) 791
Qutstanding —end of fiscal 2006 . . .............. 39434 4,887.409 §14.01 2,833,599 $ 661

Y

[ Sy

Options forfeited under the 1997 Plan do not become available for grant under the 2004 plan.

(2) Options forfeited under the 2004 Plan are immediately available for grant. -

Stock options outstanding at the end of fiscal 2006, 2005 and 2004 were comprised of 1,527, 692 1,876,699
and 1,943,424 of incentive stock options ‘and 3,359,717, 2,819,053 and 2,194,071 of nonqualified stock options,
respectively. There were 2,053,810, 1,581,644 and 989,425 options exercisable at the end of fiscal 2006, 2005 and
2004, respectively. Of the amounts forfeited in fiscal 2006, 76,880 expired due to time limits for exercises imposed

' on employees who voluntarily terminated employment. The total fair value of shares vested was $3,843, $6,304 and

$4,086 in fiscal 2006, 2005 and 2004, respectively.

Weighted Weighted  Aggregate Weighted Average
Average Average Intrinsic Remaining
Shares Exercise Price  Fair Value Value Contractual Life
At December 30, 2006: . .
Vested and exercisable . ............... 2,053,810 $13.89 $5.91 $21,034 5.45 years
Nonvested . ......... .0 coiiuins. 2,833,599 14.10 6.61 28,197 6.23 years
Total outstanding ..................... 4,887,409 14.01 6.32 $49.231 5.90 years
Expected to vest after
December 30,2006 ................... 2,701,731 $13.85 $6.44 $29,502 6.12 years
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The aggregate intrinsic value of awards exercised was $3,473, $1,000 and $13,7! [ during fiscal 2006, 2005 and
2004, respectively. Based on the Company’s closing stock price of $24.77 as of December 30, 2006, the total number
of in-the-money awards exercisable as of December 30, 2006, was approximately 2,049,810.
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+The stock options outstanding and exercisable for equity share-based payment awards as of December 30
2006, were in the following exercise price ranges:

i

i

[

.o " Options Outstanding 7, Qptions Exercisable

' o " - e Weighted | Average ' Weighted' !
Exercise Average Remaining AEVRNP Average .
Price Shares Exercise Price  Contractual Life Shares _Exercise Price

$0.00t0 $5.00-. ... ... ..... e 436,729 0§ 385 - l2years ©° ' 278917 - § 3.70
$5.01 16 $10.00". ... ... . 1729757 ¢ 826 7 43years’ 247152 827 ¢
$10.01 t0 $15.00.. .. .2 ...l 1,562,687 1.62° " 45years  611,235" " 1i63
$15.01t0$2000 . ............ounn.. 2,152,236 19.73 8.5 yedrs 910,506 = 19.99
$200110 82500 .., ..ol oo 2,000 o 21.77 80years .-« v 2000 721,77
$2501 to$3000 .......... R 4,000 - 27.26 Toyears .. r4000 . 2726 ‘.

v S 428872409 $ 14,01 59 years ' '22053,810 - $13.89

. " o, - t g [ C. 4 - . N '

15..+STOCKHOLDERS’ EQUITY AND DIVIDEND RESTRICTIONS LIRS S Cw

i, o ' . .
Preferred Stock - The Company is authorized to issue ]0,000,000 shares of prefe’rred's"to'ck having a par value
of $0.01 per share. None of the shares of the authorized preferred stock have been issued. - The board of directors is
authorized to issue these shares of preferred stock without stockholder approval:in different classes and series and;
" with respect to each class or series, to determine the dividend rate, the redemption provisions, conversion provisions,

liquidation preference and other rights, privileges and restrictions. The issuance of any preferred stock could have

the effect of diluting the voting power of the holders of common stock, restrlctmg divideénds on the' common stock,
impairing the quurdatron rights-of the common stock or delaymg or preventing a change in control wrthout further
action by the stockholders. - : o

-

Class A Voting Common Stock - The holders of the Company s Class A common srock are entitled to receive
ratably dividends, if any, the board of directors may declare from time to time from funds legally available therefore,
subject to the preferential rights of the hotders 6f any shares of the Company s preferred stock that the Company may
issue in the future. The holders of the Company s Class A comion stock are enntled to Ohe vote per share on any
matter,to be voted upon by stockholders ' S STt

[ J!_.'d -

..Upon any voluntary or mvoluntary llqurdatron dissolution or wmdmg up of the‘Company s affairs, the holders
of the Company s Class A common stock are entitled to share ratably with the holders of Class B non-voting common
stock in all assets remaining after payment to creditors and subject to prior distribution rights of any shares of
preferred stock that the Company may issue in the future AII of the outstandmg shares of Class A common stock are

fully paid and non-assessable. v

ok
Class B Non-voting Common Stock - The holders of the Company’s Class B non-voting common stock are not
entitled to any voting rights, except that the holders may vote as a class, with each holder receiving one vote per share
of Class B non-voting common stock, on any amendment, repeal or modification of any provision of the Company’s
Amended and Restated Certificate of Incorporation that adversely affects thé powers, preferenices or special rlghts
of holders of Class B non-voting common stock. Shares of the Company’s Class B non-voting common stock- aré
convertible into the same number of shares of Class A voting common stock at any time. However, no holder of
shares of Class B non-voting common stock is entitled to convert any of its shares into shares of Class, A common
stock, to the extent that, as a result of such conversion, the holder directly, or indirectly, would own, contro! or have
the power to vote a greater number of shares of Class A common stock or other securities of any kind: issued by the
Company than the holder is legally permitted to own, control or have the power to-vote. Subject to the prior rights’
of holders of preferred stock, if any, holders of Class B non-voting commion stock, which rates equally with the
Company s Class A common stock in respect of dividends, are entitled to receive ratably d1v1dends if any, as may | be
lawfully declared from trme 1o ttme by the Company 5 board of dlrectors R N co : :

1 i,

3 ' . R . (-
[] R . N PR . ) t. - i L R . N r -
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Upon any voluntary or involuntary liquidation, dissolution or winding up of the Company’s affairs, the holders
of Class B non-voting common stock are entitled to share ratably with the holders of Class A common stock in all
assets remaining after payment to creditors and subject to prior distribution rights of any shares of preferred stock
that the Company may issue in the future, All of the outstanding shares of Class B non-voting common stock are

" fully paid and non-assessable.

Retained Eari;ings'- The most significant restrictions on the payment of dividends are the covenants contained
in the Company’s revolving credit agreement and unsecured senior notes purchase agreements. Nebraska banking
laws also govern the amount of dividends that WFB can pay to the Company. The Company has unrestricted
retained earnings of $99,471 available for dividends.

Ja

Shelf Registration - On September 2, 2005, the Company filed a Form S-3 Registration Statement to register
6,252,768 shares of common stock. The shares of common stock being offered in the registration statement by selling
stockholders are issuable upon conversion of 6,252,768 shares of non-voting Class B common stock. The Company
will not receive any of the proceeds from the sale of shares of common stock in this offering. The timing and amount
of any sale are within the sole discretion of the selling stockholders. At December 30, 2006, there were 3,986,868
shares of common stock available to be issued upon conversion of shares of non-voting Class B common stock.

Other Comprehensive Income (Loss) - The components of other comprehensive income (loss) and related tax
effects are as follows for the fiscal years ended:

N

. ‘ _ 2006 2005 2004

Changes in net unrealized holding gains (losses) on marketable

securities, net of tax (benefit) of $300, $(1,415) and $1.186 ............ £ 500 $(2,561)  $2,154
Less adjustment for net (gains) losses on marketable securities included in net .

income, net of tax (benefit) of $113, $13 and $(30). ................... {189) (23) 53

) . o o o3 (2,584) _ 2,207
Changes in net unrealized holding gains (losses) on derivatives designated as . ’ ‘ ‘

cash flow hedges, net of tax (benefit) of $29, §(145)and $49 .. ... ... 48 (260) 91
Less adjustment for reclassification of derivatives included in net income, net :

of tax (benefit) of $10, $(37)and 8162 . ............. ... ... (18) 102 (296)
! o i : ; 30 (158) (205)

Lo e $ 341 $(2,742)  $2,002

The components of accumulated other com[irehensive income (loss), net of related taxes, are as follows for the
fiscal years ended:

' 2006 2005

Accumulated.nef unrealizé(ﬁ holding gains (Iosséé) on available-for-sale securities .. ... BT $292  $(19)
Accumulated net unrealized holding gains (losses) on derivatives. ..............oceneenen. 23 (7
Total accumulated other comprehensive income (loss) .. ... ... . i, $315  §(26)

16, RELATED PARTY TRANSACTIONS

On January 1, 2005, the Company entered into an employee lease agreement with an affiliate of the Company’s
Chairman of the Board where the affiliate leases the services of certain Company employees. This lease agreement.
was terminated on December 31, 2006. The Company also had a one-year employee and office space lease agreement
with the Company’s Chairman that terminated on December 31, 2004, pursuant to which he leased the services of
certain Company employees and associated office space. Total reimbursements for these expenses were $335, $297
and $221 for fiscal 2006, 2005 and 2004, respectively. The Company also bought products from an affiliate of the
Company’s Chairman of the Board in fiscal 2006 and 2005. These purchases were at arms-length rates and were not
material.
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17.  SEGMENT REPORTING

The Company has four reportable segments; Direct, Retail, Financial Services and Corporate Overhead and
Other. The Direct segment sells products through direct-mail catalogs and its e-commerce websites (Cabelds.com
and complementary websites); the Retail segment sells products through destination retaii stores of various sizes
and formats; and the Financial Services segment issues co-branded credit cards. Corporate Overhead and Other
is the Company’s fourth segment primarily made up of land sales, employee discounts, corporate overhead and
shared services. The Company’s executive management, being its chief operating decision makers, assesses the
performance of each operating segment based on an operating income measure. This measure is net revenue less
merchandise acquisition costs and certain directly identifiable and allocable operating costs as described betow. For
the Direct segment, these operating costs primarily consist of catalog costs, e-commerce advertising costs and order
processing costs. For the Retail segment, these operating costs primarily consist of labor, advertising, deprecnatnon
and occupancy costs of destination retail stotes. For the Financial Services segment, operating costs primarily consist
of advertising and promotion, marketing fees, third party services for processing credit card transactions, salaries and
other general and administrative costs. Corporate and other expenses consist of unallocated shared-service costs,
general and administrative expenses, operations of various ancillary subsidiaries such as real estate development,
travel and lodging (which are not aggregated with the other segments) and eliminations. Unallocated shared-service
costs include receiving, distribution and storage costs of inventory, merchandising and quality assurance costs, as
well as corporate headquarters occupancy costs. General and administrative expenses include costs associated with
general corporate management and shared deparlmemal services such as management information systems, finance,
human resources and legal.

Segment assets are those directly used in or clearly allocable to an operating segment’s operations. For the
Direct segment, these assets primarily include prepaid catalog costs, fixed assets and goodwill. Goodwill made
up $969 of assets in the Direct Segment as of December 30, 2006, For the Retail segment, assets primarily include
inventory in the retail stores, land, buildings, fixtures and leasehold improvements. For the Financial Services
segment, assets primarily include cash, credit card loans, buildings and fixtures. Corporate and other assets inciude
corporate headquarters, merchandise distribution inventory, shared technology infrastructure as well as corporate
cash and cash equivalents, economic development bonds, prepaid expenses and other assets. In addition to the
capital expenditures presented in the following tables, the Company had unpaid purchases of property and equipment
that are included in accounts payable at fiscal years ended 2006 and 2005, At December 30, 2006 and December
31, 2005, respectively, these amounts totaléd $1,572 and $24 for Direct, $12,111 and $5,010 for Retail, $50 and none
for Financial Services, and $6,119 and $3,464 for Corporate Overhead and Other. Depreciation, amortization and
capital expenditures of each segment are allocated to each respective segment. Unallocated assets include corporate
cash and cash equivalents, merchandise distribution inventory for the Retail or Direct segments, the net book value
of corporate facilities and related information systems, deferred income taxes and other corporate long-lived assets.
The accounting policies of the segments, where applicable, are the same as those described in the summary of
significant accounting policies in the Company’s notes to consolidated financial statements. Intercompany revenue
between segments has been eliminated in consolidation,
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Corporate
Financial Overhead
- Fiscal Year 2006 Direct Retail ‘ Services - and Other -Total
Revenue from external ................ 51,086,162 $817,836 $138,164 $21,362  $2,063,524
Revenue (loss) from internal . .. ......... 2,318 ' 2,485 (741) (4,062) —
Totalrevenue ..................... 1,088,480 - 820,321 137,423 17,3000 2,063,524
Operating income (foss). . .............. 179,182 124,122 30,061 (189,620) 143,745
Asa%ofrevenue ................. . 16.5% 15.1% 21.9% N/A 7.0%
Depreciation and amortization .......... - 4,371 19,050 ‘941 21,197 ‘ 45,559 '
ASSEIS. L. L. 496,963 602,513 316,417 335,337 1,751,230
Capital expenditures ... ............... 4,132 161,030 1,685 12,391 179,238
_‘Corpornte '
Financial Overhead
Fiscal Year 2005 Direct Retail Services” and Other Total
Revenue from external ............ ... 51,042,219 $618,044 $106,439 $32,959 $1,799,661
Revenue (loss) from internal . ... ........ " 1,948 2,061 (608) (3,401) —
Total revenue .......... e © 1,044,167 620,105 105,831 29,558 1,799,661
Operating income (loss). ... .. PR 171,908 85,895 23,060  (165,900) 114,963
Asa%ofrevenue ......... P 16.5% 13.9% 21.8% N/A 6.4%
Depreciation and amortization . ...... ... 5,308 12,916 1,089 15,599 34912
ASSEIS. o vt i e 405,303 460,776 262,799 237,402 -+ 1,366,280
Capital expenditures .. ................ 5,829 158,113 603 30,114 194,659
Corporate -
Financial Overhead
Fiscal Year 2004 Direct Retail Services and Other Total
Revenue fromexternal .. ................. $974,400 $496,211  $69,670 $15,693  $1,555,974
Revenue (loss) from internal . .. ............ C1,757 . 2,047 (610) (3,194) —
Totaltevenue ..............c.ooiiuennn 976,157 498,258 69,060 12,499 1,555,974
Operating income (loss). . ................. ~ 156,974 78,454 . 9,257 (147.470) 97,215
~Asa%ofrevenue . ... .. i : 16.1% C15.7% 13.4% N/A . 62%
Depreciation and amortization ............. 5,350 10,200 1,386 12,907 29,843
ASSELS . . e 309,089 266,840 199,861 452,441 1,228,231

Capital expenditures. . ................... : 6,752 24 915 857 20,044 52,568
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The components and amounts of total revenue for the Financial Services business segment were as follows for
the ﬁscal years ended:,

S W a 2006 2005 2004 -
Imerest and fee income, net of prowsmn for loan Iosses ................ . $ 23973 $ 17,196 $}2,735
Interest expense. . . e SR ’. B St (5,008) - (3,24) (3,063)
Net iriterest income, net of provxslon for loan losses ..... P CL 18,965 13,955 9,672
Non—mterest income: © " - o T T S e T S

Secuntlzauon income. ... ......... L 169,173 "133,032 96,466
Other non mterest mcome ....... B USDUE ceee o 39,381 31,836 24,905
Totai non-interest mcome ...... . S R e, e " 208,554 164,868 121,371

Less: Customer rewards costs .. .. .. .. A P . (90,096) (72,992)‘ (61,983)
Financial Services Total Revenue . . .......o ot $137.423 $105.831 $69,060

The Company’s products are principally marketed to individuals within the United States. Net sales realized from
other geographic markets, primarily Canada, have collectively been less than 2% of consolidated net merchandlse
sales in each reported period. No single customer accounted for ten percent or more of consolidated net sales. No
single product or service accounts for a significant percentage of the Company’s consolidated revenue.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM.

To the Board of Directors and Stockholders of
Cabela’s Incorporated and Subsidiaries
Sidney, Nebraska

We have audited the consolidated financial statements of Cabela’s Incorporated and Subsidiaries (the “Company”)
as of December 30, 2006 and December 31, 2005, and for each of the three years in the period ended December 30,
2006, management’s assessment of the effectiveness of the Company’s internal control over financial reporting as of
December 30, 2006, and the effectiveness of the Company’s internal control over financial reporting as of December
30, 2006, and have issued our repdrts thercon dated February 26, 2007. Such reports are included elsewhere in
this Form 10-K. Our audits also included the consolidated financial statement schedule of the Company listed
in the accompanying index at Item 15. This consolidated financial statement schedule is the responéibility of the
Company’s management. Our responsibility is to express an opinion based on our audits. In our opinion, such
consolidated financial statement schedule, when considered in relation to the basic consolidated financial statements
taken as a wllwle, presents fairly, in all material respects, the information set forth therein. '

/s/ Deloitte & Touche LLP

DELOITTE & TOUCHE LLP

Omaha, Nebraska
February 26, 2007
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+ CABELA’S INCORPORATED AND SUBSIDIARIES

EURR A

SCHEDULE I1
VALUATION AND QUALIFYING ACCOUNTS
Beginning Cha’rget'l to Charged  Net Edd
~ of Year Costsand  to Other  Charge-  of Year
‘ ) B * ‘Balancé’ Expenses Accounts Offs Balance
‘ : P L - T ’ (InThousands) ‘ ‘
YEAR ENDED DECEMBER 30 2006 o - '
Allowance ‘for doubtﬁ11 accounts .................... C 81,4047 $527 8 1 $ 528 §$1,932
Allowance forcredlt card recewable Ioan losses cne "$' 536 $664 3(501) § 163 $ 699
YEAR ENDED DECEMBER 31, 2005: : . . : . { PR :
Allowance for doubtful accounts . . . ............ ceeen - $1483 8 (7)) $§ — $ (79 $1,404
Allowance for cred1t card recelvable loan losses. ceieeen 865 L8720 $(249) '$ 471 8 536
YEAR ENDED: JANUARY 1, 2005: oo S : ‘ " '
Allowance for doubtful accounts? . . .. . R $1,894 $404) - $ (M $ (411) $1,483
Allowance for credit card receivable loan losses. . ... ... 5 — $ 65 & — $ 65 $' 65
y 7 y N - t i . L
0 . 1 ! s -
: L
14 ooy i +
¥ ] “ ! :
i 3 t ¥ ‘g 14 ) ’
PP -‘r‘,; 1
= e 3 ' , 1 -
e -
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ITEM 9. CHANGES IN ANDDISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE '
None.

- . v L B b B . f
ITEM 9A. CONTROLS AND PROCEDURES

, ‘We ma1ntam d1§clo$ui‘e controls and procedures (as defined in Rule 13a-15(¢) under the Securities Exchange Act
of 1934 (the “Exchange Act”)) desngned to ensure that information required to be disclosed in reports filed under the
Exchange Act is recorded, processed summarized and reported within specified time periods. Disclosure controls
and procedures include, without limitation, controls and procedures designed to ensure that mformanon required to
be disclosed by us in the reports that we file or submit under the Exchange Actis accumulated and communlcated
to management, mcludmg our Chief Executive Officer and Chief Financial Officer; or persons performmg 51m11ar
functions, as appropriate to allow timely decisions regarding required disclosure! R

'In connection with this annual report on Form 10-K, our Chief Executive Offi icer and Chief Flnanc1al Ofﬁcer
evaluated, with the participation of our management, the effectiveness of our disclosure controls and procedures as
of the end of the period covered by this report. Based on management’s evaluation; our Chief Executive Officer and
Chief Financial Officer each concluded that our disclosure controls and procedures were effectwe as of December
30, 2006.

1

Management’s Rei)ort on Internal Centrol Over Financial Reporting

Our management is responsible for establishing and maintaining ‘adequate internal control over financial
reporting for the company. Internal control over financial reporting is a process to provide reasonable assurance
regarding the reliability of our financial reporting for external purposes in accordance with accounting pr1nc1ples
generally accepted in the United States of America.

With the participation of our Chief Executive Officer and our Chief Financial Officer, management evaluated
the effectiveness of our internal control over financial reporting as of December 30, 2006 based on the criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission. Based on this evaluation, management concluded that our internal control over financial
reporting was effective as of December 30, 2006,

Deloitte & Touche LLP has audited this assessment of our internal control over financial reporting. Their
report is included in this Item 9A.

Changes in Internal Contrnl Over Financial Reporting

" During the fourth quarter of fiscal 2006 management completed its remediation plan designed to correct a
previously reported deficiency in internal control over financial reporting. Specificaily, mariagement implemented,
tested and concluded that controls designed to provide reasonable assurance of the proper presentation and disclosure
of short-term investments on our consolidated balance sheets and statements of cash flows were in place and operating
effectively at December 30, 2006.

There were no other changes in our internal control over financial reporting that occurred during the quarter
ended December 30, 2006 that materially affected or are reasonably likely to materially affect our internal control
over f1nanc1al reportmg

s
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Cabela’s Incorporated and Subsidiaries
Sidney, Nebraska . -

We have audited management’s assessment, included in the accompanying Management's Report on Internal
Control Over Financial Reporting that Cabela’s Incorporated and Subsidiaries (the “Company”) maintained effective
internal control over financial reporting as of December 30, 2006, based on criteria established in /nternal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. The
Company’s management is responsible for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal control over financial reporting. Our responsibility is to express an
opinion on management’s assessment and an opinion on the effectiveness of the Company’s mternal control over
financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over, financial reporting was maintained in all material respects. Qur audit included
obtaining an understanding of internal control over financial reporting, evaluating management’s assessment, testing
and evaluating the design and operating effectiveness of internal control, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the
coinpany’s principal executive and principal financial officers, or persons performing similar functions, and effected
by the company’s board of directors, management, and other personnel to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those
policies and procedures that (1} pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
amaterial effect on the ﬁnanmal statements. )

Because of the inherent I|m1tat10ns of internal control over financial reporting, mcludmg the poss:blllty of. collus:on
or improper management override of controls, material misstatements due to error or fraud may not be prevented
or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over
financial reporting to future periods are subject to the risk that the controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate,

In our opinion, management’s assessment that the Company maintained effective internal control over financial
reporting as of December 30, 2006, is fairly stated, in all material respects, based on the criteria establlshed in
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Also in our opinion, the Company maintained, in all material respects, effective internal control
over financial reporting as of December 30, 2006, based on the criteria established in /nternal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission, '

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the conselidated financial statements as of and for the year ended December 30, 2006, of the Company and
our report dated February 26, 2007 expressed an unqualified opinion on those consolidated financial statements.

s/ Deloitte & Touche LLP
DELOITTE & TOUCHE LLP

Omaha, Nebraska
February 26, 2007
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ITEM 9B. OTHER INFORMATION. . -~ . - . Lo

None. . ) )

PART 111

ITEM 10 DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE'

[ i
The information, under the headmgs “Proposal One — Electlon of Directors,” “Executive Officers of the
Company,” -“Corporate Governance ~ Committees of the Board of Directors ~ Audit Committee,” and “Section
16.(a)-Beneficial Ownership Reporting Compliance,” in our Proxy Statement relating to our 2007 Annual Meeting
of Shareholders (our “Proxy Statement”) is-incorporated-herein. by reference. - With the exception of the foregoing
information and other information specifically, incorporated by reference into this Report on Form 10-K, our Proxy
Statement is not being filed as a part hereof. ' -

The policies comprising our code of ethics are set forth in our Business Code of Conduct and Ethics. These
policies satisfy the SEC’s requirements for a “code of ethics,” and apply to all of our directors, officers, and employees.
Our Business Code of Conduct and Ethics is, posted on_our website at www.cabelas.com. We intend to satisfy
the disclosure requirements under ltem 5.05 of Form 8-K regarding certain amendments to, or waivers from, the
orovisions of our Business Code of Conduct and Ethics by posting such information on our website at the address
specificd above. Information contained on our website, whether currently posted or posted in the future, is not part

of thrs document or the documents mcorporated by reference i in thls document.
i .

' OmMay 24, 20{)6 we flled with the NYSE the Annual CEO Certlﬁcauon regardmg the company s comphance
wrth the NYSE’s Corporate Governance hstmg standards as requlred by Section 303A.12(a) of the NYSE Listed
Company Manual. . . . . . s, .
ITEM 11,  EXECUTIVE COMPENSATION, . . . - .- . W ..

~The mformatlon under ‘the headirigs “Exécutive Compensatlon and “Drrector Compensatlon in our Proxy
Statement 18 mcorporated herem by reference el

lTEM 12.* SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
' "AND RELATED STOCKHOLDER MATTERS

The information under the headings “Executive Compensation - Equity Compensatron Plan Information as of
Fiscal Year-End” and “Security Ownership of Certain Beneﬁcral Owners and Management” in our Proxy Statement
|s mcorporated herem by reference o
ITEM13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR

INDEPENDENCE'

P The mformatlon under the headmgs “Transactions with Related Persons™ and “Corporate Governance Board
of D1reetors” in our Proxy Statement is mcorporated herein by reference.

o

ITEM 14 PRINCIPA'L ACCOUNTING FEES AND SERVICES -

The mformatron under the headmg “Proposal Three— Ratrﬁcatlon of lndependent Regrslered Pubhc Accountmg
Firm,” in our Proxy Statement is incorporated herein by reference.

*

.t . PR . B A
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PART 1V

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

Lk

;'(a)
L

'The following documents are fi Ied as part of this report:

Fmancml Statements:

Report of Independent Registered Public Aecoummg Firm | .
Consolidated Statements of Income —Years ended December 30, 2006, December 31 2005 and Janujary I,

2005 - .

Consolidated Balance Sheets — December 30, 2006 and December 31, 2005

Consolidated Statements of Cash Flows — Years ended December 30, 2006, December 31, 2005 and
January 1, 2005

Consolidated Statements of Stockholders’ Equity — Years ended December 30, 2006, December 31 2005
and January 1, 2005

Notes to Consohdated Fmancml Statemems

Financial Statement Schedules '
Schedule I[ ~ Valuation and Quallfymg Accounts .
All other schedules for which prqwsmn is made in the applicable accounting reguiations of the SEC are
not required under the related instructions or are inapplicable and, therefore, have been omitted.
3k Exhibits: See liem 15(b) below. P
" (b) Exhibits '
i
Exhibit :
Number Exhibit Description
3.1 Amended and Restated Certificate of Incorporation of Cabela’s Incorporated (incorporated by
reference from Exhibit 3.1 of our Quarterly Report on Form 10-Q, filed on August 13, 2004, File No.
001-32227)
32. Certificate of Amendment of Amended and Restated Certificate of Incorporation of Cabela’s
Incorporated (incorporated by reference frem Exhibit 3.1 of our Current Report on Form §-K, filed on
May 15, 2006, File No. 001-32227)
- 33 .Amended and Restated Bylaws of Cabela’s Incorporated (incorporated by reference from Exhibit 3.2
7 of our Current Report on Form 8-K, filed on May 15, 2006, File No. 001-32227)
4.1 Spec'i%nen Stock Certificate (incorporated by reference from Exhibit 4.1 of our Registration Statement
on Form S-1, filed on March 23, 2004, Registration No. 333-113835)
4.2 Registration Rights Agreement dated as of September 23, 2003, among Cabela’s Incorporated and
the security holders named therein {(incorporated by reference from Exhibit 4.2 of our Registration
, Statement on Form 8-1, filed on March 23, 2004, Registration No, 333-113835) .,
" 43 “Form of 5.99% Senior Note, Series 2006-A,'due February 27, 2016 (incorporated by reference from
Exhibit 4.1 of our Current Report on Form 8-K, filed on March 3, 2006, File No. 001-32227)
4.4 Form of 4.95% Senior Note due September 2009 (incorporated by reference from Exhibit 4.3 of our

Registration Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835)
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4.5
4.6

47

4.10
‘4.Il
4.12
413
4.16
4.17
4.18
10.1

10.2

Form of 8.79% Senior Note, Series A, due.January 2007 (incerporated by reference from Exhibit 4.4
of our Registration Statement on Form S8-1, ﬁl.ed on March 23, 2004, Registration No. 333-113835)

Form of 9.01% Senior Note, Series B, due January 2007 (incorporated by reference from Exhibit 4.5 of

our Registration Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835}

Form of 9.19% Senior Note, Series C, due January 2010 (incorporated by reference from Exhibit 4.6 of
our Registration Statement on Form'S-1, filed on March 23, 2004, Registration No. 333-113835)

Note Purchase Agreements dated as of February 27, 2006, among Cabela’s Incorporated and various
purchasers party thereto (incorporated by reference from Exhibit 4.2 of our Current Report on Form

_8-K, filed on March 3, 2006, File No. 001-32227)

Note Purchase Agreements dated as of September 5, 2002, among Cabela’s Incorporated and various
purchasers party thereto (incorporated by reference from Exhibit 4.7 of our Regxstratlon Statement on
Form S-1, filed on March 23, 2004, Registration No. 333-113835)

First Amendment Agreement to Note Purchase Agreements dated as of September 5, 2002, among
Cabela’s Incorporated and various purchasers party thereto (incorporated by reference from Exhibit
10 of our Quarterly Report of Form 10-Q, filed on November 4, 2005, File No. 001-32227)

Second Amendment Agreement to Note Purchase Agreemeﬁts dated as of September 5, 2002, among
Cabela’s Incorporated and various purchasers party thereto (incorporated by reference from Exhibit
4.3 of our Current Report on Form 8-K, filed on March 3; 2006, File No. 001-32227)

Note Agreements dated as of January 1, 1995, among Cabela’s lncorpoi‘ated and various purchasers
party thereto (incorporated by reference from Exhibit 4.8 of our Registration Statement on Form S-1,
filed on March 23, 2004, Registration No. 333-113835)

Amendment No. | to Note Agreements dated as of January 1, 1995, among Cabela’s Incorporated
and various purchasers party thereto (incorporated by reference from Exhibit 4.9 of our Registration
Statement on Form $-1, filed on March 23, 2004, Registration No. 333-113833)

Amendment No. 2 to Note Agreements dated as of January 1, 1995, among Cabela’s Incorporated
and various purchasers party thereto (incorporated by reference from Exhibit'4.10 of our Registration
Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835)

Amendment No. 3 to Note Agreements dated as of January 1, 1995, among Cabela’s incorporated
and various purchasers party thereto (incorporated by reference from Exhibit 4.11 of our Registration
Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835)

Amendment No. 4 to Note Agreementb dated as of January 1, 1995, among Cabela’s Incorporated
and various purchasers party thereto (incorporated by reference from Exhibit 4.12 of our Registration
Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835)

Amendment No. 5 to Note Agreements dated as of January 1, 1995, among Cabela’s Incorporated
and various purchasers party thereto (incorporated by reference from Exhibit 4.13 of our Registration
Statement on Form $-1, filed on March 23, 2004, Registration No. 333-113835)

Amendment No. 6 to Note Agréements dated as of January 1, 1995, among Cabela’s Incorporated and
various purchasers party thereto (incorporated by reference from Exhibit 4.4 of our Current Report on
Form 8-K, filed on March 3, 2006, Fiie No. 001-32227)

Executive Employment Agreement dated as of January 4, 2004, between Cabela’s Incorporated and
Richard N. Cabela- (incorporated by reference from Exhibit 10.1 of our Registration Statement on
Form S-1, filed on March 23, 2004, Registration No. 333-113835)*

Addendum to Executive Employment Agreement dated as of January 4, 2004, between Cabela’s
Incorporated and Richard N. Cabela (incorporated by reference from Exhibit 10.1 of our Quarterly
Report of Form 10-Q, filed on May 12, 2005, File No. 001-32227)*
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10.3

10.4
10.5

10.6

107

- 10.8.

10.9

10.10

10011

10.12

10.13

10.14 -
1015

L1016,

1017

10.18

10.19

Executive Employment Agreement dated as of January 4, 2004, between Cabela’s Incorporated and
James W, Cabela (incorporated by reference from Exhibit 10.2 of our Registration -Statement on Form
S-1, filed on March 23, 2004, Registration No.-333-1138335)*

Addendum to Executive Employment Agreement dated as of January 4, 2004, between Cabela’s
Incorporated and James W. Cabela (incorporated by reference from Exhibit 10.2 of our Quarterly
Report of Form 10-Q, ftled on May 12, 2005, File No. 001-32227)*

Employee Lease Agreement dated as of January 1, 2005, between Cabela’s Incorporated and Mudhead
Enterprises, LLC (incorporated by reference from Exhibit 10.5 of our Quarterly Report on Form 10-
Q, filed on May 12, 2003, File No. 001-32227) .

Stock Redemption Agreement dated as of September 23, 2003, among Cabela’s Incorporated, James

- W. Cabela and an affiliated party, and Richard N. Cabela and his affiliates (incorporated by reference

from Exhibit 10:4 of our Registration Statement on Form S-1, filed on March 23, 2004, Registration
No. 333-113835)

Stock Purchase Agreement daled as of September 23, 2003, among Cabela’s Incorporated and the
security holders named therein (incorporated by reference from Exhibit 10.5 of our Registration
Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835)

1997 Stock Option Plan (incorporated by reference from Exhibit 10.6 of our Registration Statement on
Form S-1, filed on March 23, 2004, Registration No. 333-113835)*

First Amendment to 1997 Stock Option Plan {incorporated by .reference from Exhibit 10.7 of our
Registration Statement on Form S-1, filed on March 23, 2004, Registration No, 333-113835)*

Second Amendment to 1997 Stock Option Plan (incorporated by reference from Exhibit 10.8 of our
Registration Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835)*

Third Amendment to 1997 Stock Option Plan (incorporated by reference from Exhibit 10.9 of our
Registration Statement on Form $-1, filed on March 23, 2004, Registration No, 333-113835)%

Fourth Amendment to 1997 Stock Option Plan {incorporated by reference from Exhibit 10.9.1 of our
Registration Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835)*

Form of 1997 Employee Stock Option Agreement (incorporated by reference from Exhibit 10.10 of our
Registration Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835)*

Form of Employee Stock Purchase Agreement (incorporated by reference from Exhibit 10.11 of our
Registration Statement on Form S-1, filed on March 23, 2004, Registration No. 333-113835)*

2004 Stock Plan (incofporated by reference from Exhibit 10.12 of our Registration Statement on Form
S-1, filed on March 23, 2004, Registration No. 333-113835)*

" "Form of 2004 Stock Plan Employee Stock Option Agreement (incorporated by reference from Exhibit
" 1013 of our Reglstrauon Statement on Form S-1, filed on March 23, 2004, Reglstrauon No. 333-

113835)*

Form of 2004 Stock Plan Employee Stock Option Agreement (2006) (incorporated by reference from
Exhibit 10.1 of our Current Report on Form 8-K, filed on May 15, 2006, File No. 001-32227)*

Form of 2004 Stock Plan Non- -Employee Director Stock Opuon Agreement (2006) (mcorporated by
reference from Exhlblt 10. 2 ‘of our Current Report on Form 8 K, filed on May 15, 2006, File No. 001-
32207

2004 Employee Stock Purchase Plan (incorporated by reference from Exhibit ]0 14 of our Reglstrauon
Statement on Form S-1, filed on March 23, 2004, Reglstranon No 333- 113835)*
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10.20

10.21

10.22

10,23 -
10.24

- 10.25

10.26 -

10.27

10.28

1029

10.30

10.31

10.32

1

10.33 .

1034

PAR|
231
241

32227

Second Amended and Restated Credit Agreement dated as of July 15, 2005, among Cabela’s

+ Incorporated, various leniders party thereto, and U.S. Bank National Association, as Administrative

Agent (incorporated by reference from Exhibit 10 of our Current Report on Form 8-K, filed on July
15, 2005, File No. 001-32227) ‘ _ ‘

Third Amended and Restated Intercreditor Agreement dated as of February 27, 2006, among Cabela’s
Incorporated, various noteholders party thereto, various lenders party thereto, and U.S. Bank National
Association, as Collateral Agent (incorporated by reference from Exhibit 10 of our Current Report on
Form 8-K, filed on March 3, 2006 File No. 001-32227)

Form of Indemnification Agreement (incorporated by reference from Exhibit 10.18 of our Registration
Statement on Form S-1, filed on March 23, 2004, Registratipn No. 333-113835)*

Form of Management Change of Control Severance Agreement (incorporated by reference from
Exhibit 10.19 of our Registration Statement on Form §-1, filed on March 23,2004, Registration No.
333-113835)*

" Amended and Restated Management Change of Control Severance Agreement dated May 9, 2006,

between Cabela’s Incorporated and Joseph M. Friebe (incorporated by reference from Exhibit 10.3 of
our Current Report on Form 8-K, filed on May 15, 2006, File No. 001-32227)*

.Restatéd Bonus Plan (incorporated by reference from Exhibit 10.20 of our Registration Statement on

Form S-1, filed on March 23, 2004, Registration No. 333-113835)*

Cabela’s Incorporated Third Amended and Restated Deferred Compensation Plan {incorporated by
reference from Exhibit 10.1 of our Current Report on Form 8-K, filed on March 1, 2005, File No. 001-

wo P

"First Amendment of the Cabela’s Incorporated Third Amended and Restated Deferred Compensation

Pian (incorporated by reference from Exhibit 10.1 of our Current Report on Form 8-K, filed on March
1, 2005 File No. 001 32227)‘

~ Second Amendment of the Cabela’s Incorporated Third Amended and Restated Deferred Compensation

Plan*
Summary of Non-Employee Director Compensation* - .
Summary of Named Executive Officer Compensation*

Form.of Confidentiality and Noncompetition Agreement (executed by Dennis Highby, Patrick A.
Snyder, Michael Callahan, and Brian J. Linneman effective April 14, 2005) (incorporated by reference
from Exhibit 10.3 of our Quarterly Report of Form 10-Q, filed on May 12, 2005, File No. 001-
32227)* ' ' . ' ’

[

.Form of Confidentiality and Noncompetition Agreement — World’s Foremost Bank (executed by David
_. A. Roehr and Ralph Castner effective April 14, 2005) (mcorporated by reference from Exhibit 10.4 of
“our Quarterly Report of Form 10-Q, filed on May 12, 2005, File No. 001-32227)*

Retirement and. General Release Agreement dated January 30, 2006, between Cabela’s Incorporated
and David A. Roehr (incorporated by reference from Exhibit 10 of our Current Report of Form 8-K/A,
ﬁled on February l 2006, File No 001-32227)*

Amended and Restated Lease Agreement with Optton to Purchase dated April 26, 2005, between
Ohio County Development Authority and Cabela’s Wholesale, Inc. (incorporated by reference from
Exhibit 10.29 of our Annual Report of Form 10-K, filed on March 1, 2006, File No. 001-32227)

Subsidiarigs of Cabela’s Incorporated
Consent of Deloitte & Touche LLP

Powers of Attorney
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311

312

321
99.1

99.2

1993

99.4
99.5
ot

99.6

99.7.

-

' Certlﬁcanon of CFO Pursuant to Rule 13a-14(a) under the Exchange Act

Certification of CEQ Pursuant to Rule l3é-l4(a) under the Exchange Act

Certlflcattons Pursuant to 18 U.S.C. Section 1350

Cabelas Incorporated 401(k) Savings Plan (incorporated by reference from Exhibit 99.4 of our
Registration Statement on Form S-8, filed on June 25, 2004, Registration No. 333-116864)

EGTRRA Amendment to the Cabela’s Incorporated 401(k) Savings Plan (i'ri'corporated by reference
from Exhibit 99.4 of our Reglstranon Statement on Form S-8, filed on June 25, 2004, Registration No.
333-116864)

MRD Amendment to the Cabela’s Incorporated 401(k) Savings Plan (incorporated by reference from
Exhibit 99, 4 of our Registration Statement on Form S- 8 filed on June 25, 2004, Reglstratlon No 333-
116864)

Third Amendment of the Cabela’s Incorporated 401(k) Savings Plan'(incor;;ora'téd"by reference from
Exhibit 99.1 of our Quarterly Report of Form 10-Q, filed on May 12, 2005, File No. 001-32227)

Fourth Amendment of the Cabela’s Incorporated 401(k) Savings Plan (incorporated by teference from

_Exhibit 99.2 of our Quarterly Report of Form 10-Q, filed on May 12, 2095, File No. 001-32227)

Fifth Amendment of the Cabela’s Incorporated 401(k) Savings Plan (inc'c}rporate"d by reference from
Exhibit 99.6 of our Annual Report of Form 10-K,-filed on March 1, 2006, File No. 001-32227)

-Sixth Amendment of the Cabela’s Incorporated 401(k) Savings Plan

[ndlcates management contract or compensatory plan or arrangement required to be filed as exhibits pursuant
10 Item 15(b) of this report. - oo

(c)

Financial Statement Schedules. See Item 15(a) above.

101

|!1




SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Dated! Fe}éruary 27,2007

* ‘Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
followmg persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature

CABELA’S INCORPORATED

By: /s/ Dennis Highby

Dennis Highby

President and Chief Executive Ofﬁcer

Title

Date

/s/ Dennis Highby

Dennis Highby
/s/ Ralph W. Castner

Ralph W. Castner

*

"Richard N. Cabela

*

James W. Cabela

*

Theodore M. Armstrong

*

John Gottschalk

*

Reuben Mark

*

Michael R. McCarthy

*

Stephen P. Murray

* By: /s/ Ralph W. Castner
Ralph W. Castner

Attorney-in-fact
February 27, 2007

President, Chief Executive Officer and
Director (Principal Executive Officer)

Vice President and Chief Financial Officer
(Principal Financial Officer and Prmmpal
Accounting Officer)

Chairman of the Board and Director .
Vice-Chairman of the Board and Director
Director

Director

Director

Director

Director
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Exhibit 31.1

CERTIFICATION

I, Dennis Highby, certify that:

]

2.1

3-1

4,

3.,

[ have reviewed this annunal report on Form 10-K of Cabela’s Incorporated,

Based on my knowledge, this report does not contain any untrue statement of material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;,

Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

,The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(g)} and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) an 15d-15(f)) for the registrant and
have:

a.  Designed such disclosure controls and procedures, or caused such disclosure controls, and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. - Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principals; .

c.  Evaluated the effectiveness of the registrant’s disclosure controis and procedures and presenied in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

d. . Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
- the case of an annual report) that has materially affected, or is reasonably likely to materially affect,

the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors: o

a.  All significant deficiencies and material weaknesses in the design or operation of internal contro!
over financial reporting which are reasonably likely to adversely affect the registrant’s ablhty to
record, process, summarize and report financial information; and

* b, Any fraud, whether or not material, that- involves management or other employees who have a

significant role in the registrant’s internal control over financial reporting.

Date: February 27, 2007

fs/ Dennis Highb
Dennis Highby
_— President and Chief Executive Officer
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Exhibit 31.2

CERTIFICATION

I, Ralph W. Castner, certify that:

1 have reviewed this annual report on Form 10-K of Cabela’s Incorporated;

Based on my knowledge, this report does not contain any untrue statement of material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operatlons and cash flows of the
registrant as of, and for, the periods presented in this report; :

‘The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
- controls and procedures {as defined in Exchange Act Rules 13a-15() and 15d-15(e)) and internal control

over financial reporting (as defined in Exchange Act Rules 13a-15(f) an 15d-15(f)) for the registrant and
have;

a. Designed such disclosure controls and procedures, or caused such disclosure controls and

procedures to be designed under our supervision, to ensure that material information relating to

- the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principals; -

‘c. ~ Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in

this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

- d.  Disclosed in this réport any change in the fegistrant’s interna! control over financial reporting that

occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
- the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and  *

* . The registrant’s other certifying officer and [ have disclosed, based on our most recent evaluation of
‘internal control over financial reporting, to the registrant’s auditors and the audit committee of the

registrant’s board of directors:

a.  All significant deficiencies and material weaknesses in the design or opération of internal control
over financial reporting which' are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

' b, - Any fraud, whether or not material, that involves management or other employees who have a

significant role in the registrant’s internal control over financial reporting.

Date: February 27, 2007 .-

{s/ Ralph W. Castner
‘Ralph W. Castner

Vice President and Chief Financial Officer
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Exhibit 32.1

CERTIFICATIONS
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the Annual Report of Cabela’s Incorporated (the “registrant™) on Form 10-K for the year
ended December 30, 2006, as filed with the Securities and Exchange Commission on the date hereof (the “report™),
each of the undersigned certifies, pursuant to 18 U.S.C. Section 1350, that to his knowledge:

(1} the report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934 as amended; and ' : .

(2) the information contained in the report fairly presents, in all material respects, the financial condition and
results of operations of the registrant.

Dated: February 27, 2007
{s/ Dennis Highby
Dennis Highby
President and Chief Executive Officer

/s/ Ralph W. Castner
Ralph W. Castner
Vice President and Chief Financial Officer
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One Cabela Drive
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Telephone: (308)254-5505
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