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Item 2.02. Results of Operations and Financial Condition.

As described in Item 7.01, we are furnishing this Report on Form 8-K in connection with the disclosure of information during a conference call and
webcast on December 6, 2012 discussing our second quarter fiscal 2013 financial results. The disclosure provided in Item 7.01 of this Report on Form 8-K is
hereby incorporated by reference into this Item 2.02.

The information in this Report on Form 8-K (including the exhibit) is furnished pursuant to Item 2.02 and shall not be deemed to be “filed” for the purpose
of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section.

Item 7.01. Regulation FD Disclosure.

We are furnishing this Report on Form 8-K in connection with the disclosure of information during a conference call and webcast on December 6, 2012
discussing our second quarter fiscal 2013 financial results. The transcript of the conference call and webcast is included as Exhibit 99.1 to this Report on Form 8-
K.

The information in this Report on Form 8-K (including the exhibit) is furnished pursuant to Item 7.01 and shall not be deemed to be “filed” for the purpose
of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section. This Report on Form 8-K will not be
deemed an admission as to the materiality of any information in the Report that is required to be disclosed solely by Regulation FD.

The text included with this Report on Form 8-K and the replay of the conference call and webcast on December 6, 2012 is available on our website located
at www.smith-wesson.com, although we reserve the right to discontinue that availability at any time.

Certain statements contained in this Report on Form 8-K may be deemed to be forward-looking statements under federal securities laws, and we intend that
such forward-looking statements be subject to the safe-harbor created thereby. Such forward-looking statements include, but are not limited to, statements
regarding our belief that there is continuing strength in the consumer market for firearms; our belief that women are a growing consumer segment in the
marketplace; the outcome of the process to create a more concentrated and efficient distributor network, which is aimed at enhancing our customer partnerships;
our expectations regarding higher operating costs in our fiscal third quarter for various reasons, including a ramp up in advertising as we focus on market share
gain, new product launch costs, and our attendance at the many industry shows occurring in January 2013; our expectations for our capital expenditure spending
in fiscal 2013, which we believe will approximately double our typical spending, resulting from our continuing focus on capacity expansion as well as significant
investments in the maintenance and health of our infrastructure and systems, particularly in operations and IT; the outcome of our stock buyback program; the
possibility we will purchase our bonds if they become available at a reasonable price; our belief that the stock and debt buyback options allow us to quickly
respond to any potential changes in market or business conditions; ongoing high levels in our backlog; our belief that we will continue to see sequential declines
in Walther volumes as a result of modifying our relationship with Walther, which is built into our plans and our financial guidance; the success of our strategy to
deliver products that address consumer



needs, wants, and desires; our belief that there is an expanded, new and diverse consumer base for our products, and our opportunity to strengthen our business by
continuing to innovate with new firearms that consumers desire, by positioning ourselves to better serve our dealers and customers, and by broadening our reach
in the marketplace; our expectation that we will launch an exciting new product at the SHOT Show in January 2013; our belief we will have a smaller and more
aligned group of distribution partners for Smith & Wesson in the future; the success of our plans to continue building loyalty behind the dealer counter with
certain programs, to expand our cooperative advertising program and enhance our in-store branding, and to increase our visibility with the U.S. consumer through
incremental advertising and marketing activities in order to take market share; the success of our goal to reach out and support new entrants into the shooting
sports; our belief that that firearms have taken their place in the basket of mainstream, durable goods that consumers want to buy on Black Friday; our intent to
remain focused on our core firearm business, including by aggressively marketing our M&P brand and platform of products, adding capacity both internally and
externally, investing in the latest manufacturing technologies, seeking operational efficiencies and cost reductions, and improving the processes we use to operate
our business and distribute products in the marketplace; our outlook for net sales and EPS for the third quarter of fiscal 2013 and for full year fiscal 2013 and for
year-over-year revenue growth; our expectations regarding our planned holiday shutdown, the start of the winding-down of the Walther business, and Hurricane
Sandy’s impact to some of our suppliers; our expectations regarding our scheduled capacity increases and continued demand for our products; our outlook for
gross margins, operating margins, tax rate, and share count for full year fiscal 2013; our fairly stable inventory and our belief that our distributors and retailers
were fairly well positioned to service retail consumer buying activity going forward, except for certain high-demand products; our outlook for gross margin
percentage for the rest of the year, including both quarters, and the main drivers related thereto; our expectations regarding why operating expenses are generally
higher in our fiscal third quarter than our fiscal fourth quarter; our goal to increase our operating margin; our beliefs regarding consumer purchasing behavior and
that new product introductions remain key to our future revenue, as does the smart and intelligent marketing of our existing, high-value product portfolio; our
intention to continue to monitor our pricing; our success in leveraging retailers, including plans to enhance interactions with retail sales associates and
merchandise retail stores; our expectation to transition from using traditional, print media towards using social media; our expectations regarding changes in our
backlog, including the effect of upcoming distributor shows; our ability to increase capacity through internal and external means; our intention to continue to use
capital to retire assets, increase our flexibility, increase our base capacity, and facilitate and support our planned new product launches over the next 36 months;
our intent to purchase shares under our stock buyback program based on various factors through the plan’s scheduled expiration on June 30, 2013; our
expectations regarding our capacity in our fiscal third quarter; our belief that retailers and distributors are looking forward to the normal show season in calendar
2013 and that there will be nothing different about the way they are operating their business or the way we are operating our business; the impact on our updated
fiscal 2013 guidance assuming we complete our proposed stock buyback; our belief that the same level of effort, energy, and work will go into the product launch
for our new product to be presented at the SHOT show as went into the launch for the Shield; our outlook for depreciation and amortization for fiscal 2013,
including that a higher amount is possible in our fourth quarter; our confidence about our cash position; our expectation regarding our profit sharing, including
that it will decline as a percentage of revenue; our expectation that a decline in Walther business will positively impact margins; our expectations for increasing
capital expenditures related to capacity increases and an ERP implementation; and our expectation to attend the Wedbush conference in New York City on
December 12, 2012. We caution that these statements are qualified by important factors that could cause actual results to differ materially from those reflected by
such forward-looking statements. Such factors include the demand for our products; the costs and ultimate conclusion of certain legal matters, including the DOJ
and SEC matters; the state of the U.S. economy; general economic conditions and consumer spending patterns; the potential for increased gun control;
speculation surrounding fears of terrorism and crime; our growth opportunities; our anticipated growth; our ability to increase demand for our products in various
markets, including consumer, law enforcement, and military channels, domestically and internationally; the position of our hunting products in the consumer
discretionary marketplace and distribution channel; our penetration rates in new and existing markets; our strategies; our ability to introduce new products; the
success of new products; our ability to expand our markets; the potential for cancellation of orders from our backlog; the effects of the divestiture of our security
solutions business on our core firearm business; and other risks detailed from time to time in our reports filed with the SEC, including our Form 10-K Report for
the fiscal year ended April 30, 2012.

We do not have, and expressly disclaim, any obligation to release publicly any updates or any changes in our expectations or any change in events,
conditions, or circumstances on which any forward-looking statement is based.

Item 9.01. Financial Statements and Exhibits.
 

 (a) Financial Statements of Business Acquired.

Not applicable.
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 (b) Pro Forma Financial Information.

Not applicable.
 

 (c) Shell Company Transactions.

Not applicable.
 

 (d) Exhibits.
 
Exhibit
Number   Exhibits

99.1   Transcript of conference call and webcast conducted on December 6, 2012.
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SIGNATURES

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

 SMITH & WESSON HOLDING CORPORATION

Date: December 6, 2012  By:  /s/ Jeffrey D. Buchanan
  Jeffrey D. Buchanan

  

Executive Vice President, Chief Financial Officer,
and Treasurer
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CORPORATE PARTICIPANTS

Liz Sharp Smith & Wesson Holding Corp—VP, IR

James Debney Smith & Wesson Holding Corp—President & CEO

Jeff Buchanan Smith & Wesson Holding Corp—CFO

CONFERENCE CALL PARTICIPANTS

Cai von Rumohr Cowen and Company—Analyst

Reed Anderson Northland Securities—Analyst

Jim Barrett CL King & Associates—Analyst

Scott Hamann KeyBanc Capital Markets—Analyst

PRESENTATION

Operator

Good day, ladies and gentlemen, and welcome to the second quarter 2013 Smith & Wesson Holding Corporation earnings conference call. My name is Keith, and
I will be your operator for today. At this time, all participants are in a listen-only mode. Later on we are going to conduct a question-and-answer session.

(Operator Instructions)

As a reminder, today’s conference is being recorded for replay purposes.

With that, I would now like to turn the conference over to your host, Miss Elizabeth Sharp, Vice President of Investor Relations. Please, go ahead.

Liz Sharp —Smith & Wesson Holding Corp—VP, IR

Thank you, and good afternoon.

Our comments today may contain predictions, estimates, and other forward-looking statements. Our use of words like anticipate, project, estimate, expect, intend
and other similar expressions is intended to identify those forward-looking statements. Forward-looking statements also include statements regarding sales,
margins, expenses and earnings for future periods, our product development and strategies, and liquidity and anticipated cash needs and availability.

Our forward-looking statements represent our current judgment about the future, and they are subject to various risks and uncertainties. Risk factors and other
considerations that could cause our actual results to be materially different are described in our securities filings, including our Forms 8-K, 10-K, and 10-Q. You
can find those documents, as well as a replay of this call, on our website at smith-wesson.com.

Today’s call contains time-sensitive information that is accurate only as of the time, and we assume no obligation to update any forward-looking statements
contained herein. Our actual results could differ materially from our statements today.

Before I turn the call over to our President and CEO, James Debney, I have a few important items to note with regard to our comments on today’s call. First, I
want to remind everyone that backlog is always cancelable until shipped. Second, we reference non-GAAP adjusted EBITDAS on this call. Note that the
reconciliation of non-GAAP adjusted EBITDAS to GAAP net income can be found in our 10-Q and 8-K documents, both of which filed and posted to our
website this afternoon. Lastly, you should note that this call references only our continuing operations, in terms of both net income and EPS. For the results of our
discontinued operations, the sale of which was completed last quarter, please refer to our 10-Q for the period ending October 31.

Now, I will turn the call over to James.
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James Debney—Smith & Wesson Holding Corp—President & CEO

Good afternoon. Thank you for joining us and for your interest in our Company. With me on the call today is Jeff Buchanan, our Chief Financial Officer. Later in
the call, Jeff will provide a recap of our financial performance and an updated outlook.

We are delighted to report that we delivered a knowledge another strong quarter; the third in a row now. These results continue to demonstrate the positive impact
of our focus on, and our commitment to, the core firearm business. Strong demand for our portfolio of established and new products, combined with continuing
strength in the consumer market for firearms and our expanded production capacity, allowed us to deliver strong operational and financial performance.

With that, let me provide some of the highlights from second quarter, and I will provide further details later in the call. It was another quarter of record revenue.
This reflects excellent execution on the part of our operations team and our internal suppliers in bringing additional capacity online. This is especially notable
given our annual two-week shutdown that occurred in the second quarter. We achieved a tremendous increase in gross margin by strategically growing our
business. The outcome of this included favorable sales mix, the effect of increased production volumes, and improved efficiencies and costs. We also delivered
solid growth in net income and earnings per share.

Our recent addition to the M&P pistol family, the M&P Shield, a slim, lightweight firearm designed for concealed carry, remained in very high demand by both
consumers and professionals. And, backlog for this product continued to grow. We continued to innovate with the launch of a new addition to the M&P pistol
family — a competition optics-ready model called the M&P CORE, a Smith & Wesson Performance Center product that offers professionals and high-end
consumers a pistol that accepts a number of red-dot sighting options.

In response to the increasing number of women entering the shooting sports, and in support of our industry, we became the presenting sponsor of the NRA
Women’s Network, an organization that caters to this growing consumer segment in the marketplace.

Lastly, we commenced the process to create a more concentrated and efficient distributor network aimed at enhancing our already very strong customer
partnerships.

With that, I will ask Jeff to review the financial results.

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Thanks, James.

Revenue for the quarter was a record $136.6 million. This is an increase over the prior year of $44.3 million, or 48%, and above the high end of our original
guidance. Note that this is also a sequential increase in our revenue, despite the fact that in Q2 we had 14% fewer manufacturing days than in Q1 because of our
annual August shutdown, plus we have made good progress on increasing our capacity.

Gross margins were 35.5%, as compared with 26.7% last year. The increase of nearly 9 percentage points was helped by a favorable production mix that included
increased volumes of our strategically important M&P line, resulting in continued improvement in manufacturing absorption. We are also seeing benefits from the
realization of our cost-savings initiatives.

Our operating expenses in the quarter were $21.9 million, or 16% of revenue, versus last year’s $21.2 million, or 22.9% of revenue. Thus, despite increased profit
sharing and incentive expenses, we minimized the increases to operating costs in Q2 through company-wide cost-saving efforts, as well as the timing and phasing
of certain selling and marketing expenses. We estimate, however, that operating expenses could rise sequentially as much as 10% in Q3 for at least three reasons
— a ramp up in the advertising, as we focus on market-share gain; new product launch costs; and our attendance to many industry shows occurring in January.
Our operating income percentage for the quarter was 19.5%, versus 3.7% last year, reflecting our increased production volume, higher gross margins and lower
operating expense percentage.

Net income in Q2 was $16.4 million, diluted EPS of $0.24, compared with last year’s net income of just under $1 million, which was a diluted EPS of $0.01.
Non-GAAP adjusted EBITDAS was $32 million, compared with $10.2 million last year. Our adjusted EBITDAS has been above $30 million for three-
consecutive quarters, and our trailing 12-month adjusted EBITDAS is now $114.5 million. For reference, our 12-month trailing net income from continuing
operations has grown to $56 million, or in excess of $0.86 per share.
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Now, we will discuss a few balance sheet items. At the end of Q2, we had no borrowings under our credit facility, $44.6 million of 9.5% bonds outstanding, and a
cash balance of $61.3 million. This is a higher level of cash than at the beginning of the quarter, despite making an early $8 million payment into our employee
profit-sharing plan.

Capital expenditures in Q2 were $9.6 million and for the six-month period were $15.8 million. As we have noted before, our capital expenditures in this fiscal
year will approximately double our typical spend. We continue to focus on capacity expansion, as well as make significant investments in the maintenance and
health of our infrastructure and systems, particularly in operations and IT. Currently, we believe capital expenditures in fiscal 2013 will be approximately $35
million to $40 million.

Since the close of Q2, our cash position has continued to increase; thus, we recently analyzed our working-capital position, future cash needs, and our strategic
outlook. Based upon that analysis, our Board of Directors authorized a stock buyback of up to $20 million. As noted before, we are also willing to repurchase our
bonds if they become available at a reasonable price. Although our first focus is investing in our business, we feel that the stock and debt buyback options allow
us to quickly respond to any potential changes in market or business conditions.

With that, I will turn the back call back over to James for a discussion of our operational results.

James Debney—Smith & Wesson Holding Corp—President & CEO

Thank you, Jeff.

As I stated earlier, the second quarter demonstrated continuing strength in our core firearm business and in the overall US consumer market for firearms, as
measured by adjusted NICS background checks and by ongoing high levels in our backlog.

Now, let me provide some insights into our growth at Smith & Wesson; and here, please note that we exclude Walther from this discussion. As we have said in the
past, we are modifying our relationship with Walther to focus solely on our reciprocal manufacturing agreement, beginning in fiscal 2014. As a result, you have
seen, and will continue to see, sequential declines in the Walther volumes. This is built into our plans and our financial guidance, going forward.

With that, let’s get back to Smith & Wesson. Smith & Wesson firearm unit sales into the consumer channel increased 48%, for our second quarter, on a year-over-
year basis. This compares favorably to unit growth of adjusted mix of 20%, leading us to believe that we not only kept pace with the rapid expansion of the
market in Q1, but that we took market share.

In terms of dollars, total sales in our domestic consumer channel during the second quarter were $111 million, which is 49% higher than last year. With over 90%
of our net sales derived from the consumer market today, it is clear that our strategy to deliver products that address consumer needs, wants, and desires is
delivering excellent results. This is especially apparent in the strong sales growth of our M&P products.

Turning to our professional international channel, where our efforts to satisfy the requirements of these users translates into higher performance products for our
consumer channel as well, second-quarter revenue was $15.3 million, an increase of 44.5% over the comparable quarter last year. This growth was due to
increased orders of M&P pistols and modern sporting rifles to law enforcement agencies as well and increased international shipments to Canada and Japan.

Our backlog at the end of the quarter — end of October, I beg your pardon, totaled $332.7 million, an increase of $182.8 million, or 122%, compared with the end
of the second quarter last year. Sequentially, we saw a decrease of $59.7 million, or 15.2%, compared with the end of the first quarter of fiscal 2013. We believe
the sequential decrease is due to our improved ability to address backlog through our increased production capacity, and therefore, our improved ability to ship
products, combined with the influence of some seasonality.

Now, I will turn to a discussion of our new product development, marketing, and sales activities. As you know, the firearm industry has experienced extraordinary
growth in recent years. We believe that one result of this growth is an expanded and diverse consumer base. This creates an opportunity for us to strengthen our
business by continuing to innovate with new firearms that consumers desire by positioning ourselves to better serve our dealers and customers and by broadening
our reach in the marketplace.

New product innovation remains an important element of our strategy. In the second quarter, we launched several new firearms from our Performance Center at
this year’s National Association of Sporting Goods Wholesalers Show. Our Performance Center creates premium-priced, high-performance firearms designed for
competitive shooters, professionals, and more demanding firearm consumers. We expanded our M&P platform with the new M&P CORE pistol. The M&P
CORE is optics ready and accepts six different red-dot optics packages. In addition, it delivers a 3.5 to 4.5 pound smooth, crisp trigger pull. It comes in two
calibers and two barrel lengths, and it has back straps with aggressive texturing for better grip. The M&P CORE gives users a lot to choose from.
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The Performance Center also rolled out a new Model 41 and two additions to the 1911 family — a Bobtail, designed for concealed carry and offering an enhanced
set of features; and a custom model, designed for competitive shooters. Lastly, we will be launching an exciting new project at SHOT Show in January.

As I said earlier, we are positioning ourselves to better serve our dealers; and during the quarter, we took steps to create a more concentrated and efficient
distribution network. We began to identify these distributors, that are strategically aligned with our Company, that deliver exceptional market knowledge and
customer service, and therefore, able to best serve our dealer base. One of the outcomes of this process will be a smaller and more aligned group of distribution
partners to Smith & Wesson. In addition, this process also frees up resources that we can reinvest in important initiatives to help bring us closer to our retailers
and consumers. As a consumer-centric company, we remain focused on continuing to build loyalty with the retailer through our Armorers Training and On-The-
Hip programs.

In addition, we plan to expand our cooperative advertising program and enhance our in-store branding, in terms of both retail personnel and point-of-sale
materials. To support our goal of taking market share, we plan to step up our visibility with the US consumer through incremental advertising and marketing
activities. An example is our recently announced sponsorship of a number of NRA activities. We have signed on as the presenting sponsor of the NRA Women’s
Network. The Network provides female shooters with events and information, including programs, competitions, clinics, and ranges. Women represent a rapidly
growing segment of the firearm market, and our goal is to reach out and support new entrants into the shooting sports.

Now, turning to the new adjusted NICS data, representing purchase-related background checks the retail, NICS checks for Black Friday and the following
Saturday were tremendous. Black Friday set an all-time high for any single day. The following Saturday came within the top-10 biggest days ever. For the month
of November, NICS increased 38.5%, the highest monthly figure ever. These data points, among others, suggest to us that firearms have now taken their place in
the basket of mainstream, durable goods that consumers want to buy on Black Friday.

As we proceed through the balance of fiscal 2013, we intend to further strengthen our core firearm business. We will do this by continuing to aggressively market
our M&P brand and platform of products; by continuing to add capacity, both internally and externally; by investing in the latest manufacturing technologies, by
seeking operational efficiencies and cost reductions; and by improving the processes we use to operate our Business and distribute products in the marketplace.

With that, I will ask Jeff to provide our financial outlook.

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Thank you, James.

For the third quarter, we estimate net sales of between $126 million and $131 million, this would represent year-over-year revenue growth of around 30%. As we
have noted before, backlog continues to outstrip our capacity, and our estimate takes into account planned holiday shutdowns, the start of the winding down of the
Walther business and Hurricane Sandy’s impact to some of our suppliers in November. EPS for the quarter, taking into account the increased sales and marketing
expenses I discussed earlier, is estimated to be in the range of $0.19 to $0.21.

For the full year, we are raising our guidance, based on our scheduled capacity increases and the continued demand for our products. We now estimate net sales of
between $550 million and $560 million. With our gross margins expected to exceed 36% for the remainder of the year and our operating margins expected to
approach 20%, we now estimate our diluted EPS for the year will be between $1 and $1.05. We continue to estimate the full-year tax rate at 37% and our fiscal
year-end share count at 67 million.

James?

James Debney—Smith & Wesson Holding Corp—President & CEO

Thanks, Jeff.

With that, Operator, I would like to open up the call for any questions from our analysts.
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QUESTION AND ANSWER

Operator

(Operator Instructions)

Cai von Rumohr, Cowen and Company.

Cai von Rumohr—Cowen and Company—Analyst

Great quarter, guys.

James Debney—Smith & Wesson Holding Corp—President & CEO

Thanks, Cai.

Cai von Rumohr—Cowen and Company—Analyst

James, thanks for your color on Black Friday and Saturday. Could you give us a little more sense — clearly, November was a fabulous month, in terms of where
distributor and dealer inventory levels are now? Are you seeing any slowdown after Black Friday or Saturday, or anything abnormal?

James Debney—Smith & Wesson Holding Corp—President & CEO

What I can say is that in the quarter — and, I’ve really got to stay in the quarter, was that, in terms of inventory, there was no exceptional changes at all. Things
are fairly stable in that respect. I think people — our distributors and retailers were fairly well positioned to service retail consumer buying activity going forward,
except obviously, with the obvious deficiencies with the certain super-hot products such as our M&P Shield.

Cai von Rumohr—Cowen and Company—Analyst

Okay. Based on your guidance for the third quarter, with a 10% uptick in operating expenses, it would seem to imply that gross margins have to be relatively close
to where they were in October; and yet, usually, this is a quarter in which you have Christmas shutdowns. Can you give us a little bit more color on gross
margins? Is that direct and what is driving that number?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Cai, this is Jeff. Yes, as I said, we expect our gross margins to be above 36% now for the rest of the year. What is driving it is the things that I mentioned, which is
the higher absorption, good-product mix, cost-saving efforts; those are the main drivers.

Cai von Rumohr—Cowen and Company—Analyst

Okay. Just to clarify, when you say above 36% for the rest of the year, does that mean both Q3 and Q4, or for the second half as a whole?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

It means for both years, and I should — I mean, for both quarters. And, I should point out that we have about the same number of shutdown days in Q3 as we do
in Q2. And then, we had two extra days of loss, productivity loss, because of Hurricane Sandy and suppliers. In Q2, we were at 35.5%, so we just, again, through
the product mix and continued efforts on the cost-savings side of the table, we believe that we will be above 36% for the next two quarters.
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Cai von Rumohr—Cowen and Company—Analyst

Terrific. Then last one, operating expenses, you mentioned the 10% uptick Q3 over Q2; last year, you were up like $1.5 million, Q4 over Q3. Is there any obvious
pattern in terms of Q4 versus Q3, in terms of op expenses?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

On Q4 versus Q3, I think those would probably drop a little bit. Q3 tends to be the peak because of all of the shows. We launch a lot of our new products. Last
year, we actually launched our new — our Shield in Q4. This year, the product that James alluded to is going to be launched in Q3. So, it kind of depends on
product launches, but Q3 is always at least higher than the first half of the year because of the shows.

Cai von Rumohr—Cowen and Company—Analyst

Okay. One last one — I can’t resist. Your longer-term goal was to get to an operating margin of 20% to 22%, looks like you’re there. Do we change the goals, or
is that as good as it gets?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Well, it says 20% to 22%, so I still have 2 percentage points to go.

Cai von Rumohr—Cowen and Company—Analyst

Okay, terrific. Thank you very much.

Operator

Reed Anderson, Northland Securities.

Reed Anderson—Northland Securities—Analyst

Good afternoon, and let me also add my congratulations.

James Debney—Smith & Wesson Holding Corp—President & CEO

Thanks, Reed.

Reed Anderson—Northland Securities—Analyst

A couple questions — first of all, James, could you give a little more of the — you give the color, sometimes, of handguns, modern sporting rifles. Can we get a
little bit of that detail?

James Debney—Smith & Wesson Holding Corp—President & CEO

In terms of growth, you mean, Reed?
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Reed Anderson—Northland Securities—Analyst

Growth, or just the dollars, whatever you want to give. It is nice to have to see how the mix broke out a little bit.

James Debney—Smith & Wesson Holding Corp—President & CEO

Yes, it’s all in the 10-Q, in terms of the detail.

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

But if you want, I’ll read it off right now —

Reed Anderson—Northland Securities—Analyst

Yes, like handguns and modern sporting, I guess, if you could just give those, that would be great.

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Okay, sure. Handguns were $71.8 million, modern sporting rifles were $31.4 million, the quarter-over-quarter increase in handguns was 34.5%, and the quarter-
over-quarter increase in MSRs was almost 120%.

Reed Anderson—Northland Securities—Analyst

Okay, thank you for that, and I will look the rest up.

So, couple of questions — one is, on the sales piece and given what we have seen in November with NICS — and, I’m sure that some people have speculated
about the impact of election. But I guess, one thing I am sensing, James, from being out there and in purchasing product and seeing consumers is, I actually feel
like there’s actually some headroom for pricing here. We went through this period, one year ago, we kind of rationalized your pricing. You set that, and then
demand picked up, and people really got into the product side of it.

It seems, in my mind, we have got a little bit of a tailwind now. I’m curious if you agree with that, and if that is something we might see play out in some of the
new product coming in the next 6 to 12 months?

James Debney—Smith & Wesson Holding Corp—President & CEO

I would agree, with the market expansion that we have experienced, we have had somewhat of a tailwind. But, I think you have to take a step back and look at
consumer purchasing behavior. They are very selective with the products they are seeking to buy, and new product introductions remain key to our future
revenues, as does the smart and intelligent marketing of our existing, high-value product portfolio.

In terms of pricing, it is difficult to speculate there, but one thing I will say is that it is a highly competitive environment. It’s pretty crowded, whether you talk
about handguns or long guns, many good brands occupying those spaces. We just keep a very, very close eye on competitive pricing and how we stack up against
that at retail because, as you quite rightly pointed out, we made a huge investment in our strategic price repositioning of certain key strategic products some years
ago.

Reed Anderson—Northland Securities—Analyst

All right, that’s fine.
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Another question I have, related to that and your comment talking about ramping up marketing, you are going to have a little more co op, sounds like that’s
obviously third quarter — maybe a little more color there, James. Is it going to be — you had some success, I think, like with the Shield doing what you typically
would not have done in the past — social, or however you want to look at it. How was the quality, or the delivery, or however you want to look at it, changing or
evolving for you today to get to the customer?

James Debney—Smith & Wesson Holding Corp—President & CEO

I think something that we have recognized and we have been leveraging is what you can do in store with the retailer, both in terms of the physical space that they
have, but with the sales associate, as well.

A good example has been our ongoing Armorers Training and the On-The-Hip program, where we offer a certified M&P pistol armorer to buy a pistol at a highly
discounted price. So, we feel that’s worked very [hard] and helped us connect with the consumer much more strongly than before, and we are looking at ways that
we can enhance that activity with those sales associates and we have some good ideas.

Also, we are going from more of your traditional, let’s say, print media towards, how do we use social media? And, back to the store, the retail, the independent
dealers, how do we help them merchandise their stores as well? So, combined together, all raises consumer awareness of our products, in particular, our M&P
brand and platform.

Reed Anderson—Northland Securities—Analyst

That is helpful, thank you.

One last one, on the backlog, you gave good color, and I think that makes a lot of sense. But essentially, I guess the message is that you are starting to see some
normalization, if you will, from your customers. They understand, now, you can deliver a little bit better, scheduling is there, maybe their visibility is better, so we
are going to kind of see that normalize. I guess the question is, still though, backlog typically is going to bottom in the third quarter and peak in the fourth quarter,
any reason to think that relationship does not still hold?

James Debney—Smith & Wesson Holding Corp—President & CEO

I don’t really see any reasons, but it really is speculation. Once backlog gets to such a high level, it is really difficult to predict where it will go next. I have had
many conversations with our distribution partners, and they openly say — I don’t need to order any more, do I? What’s the point of ordering any more, I have a
significant amount on order already. So, we closely monitor that. We work with them very, very closely, look at the mix that they have on order to make sure that
they are well set for future shipments.

Going back to what you are saying, I don’t know where it will go, but I will say is we are entering show season. We will be at SHOT launching new products, we
will be with our distributor partners at their dealer shows, where we will be facilitating the order intake process with the dealers to the distributor, so there will be
a lot of activity around incoming orders, I have no doubt about that. How that will translate to our backlog number, I really do not know yet. It is a wait and see.

Reed Anderson—Northland Securities—Analyst

Thanks very much for the info. Best of luck, guys, talk to you soon.

James Debney—Smith & Wesson Holding Corp—President & CEO

Thanks, Reed.

Operator

Jim Barrett, CL King & Associates.
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Jim Barrett—CL King & Associates—Analyst

James, could you comment — with annual sales of $550 million to $560 million expected this year, with your planned capital expenditures, can you give us a
sense of how much additional capacity the firm will have? I assume some of this capital spending will not automatically stop at year end, should we assume that it
continues at these levels through calendar ‘13?

James Debney—Smith & Wesson Holding Corp—President & CEO

What I can say — it’s difficult to give you — obviously, talk about our capacity increases in detail, and let’s not forget the way that we are laying down our
capacity is both internal, which requires capital investment from us, but external, by working with certain strategic suppliers. So, we can really move between the
two, the internal and the external, to really flex how much capital we need to invest, going forward, to meet the levels of production that we feel we need.
Certainly, we will continue to use capital to retire assets, increase our flexibility, increase our base capacity for sure, more importantly, to facilitate and support the
new product launches that we have planned over the next 36 months.

Jim Barrett—CL King & Associates—Analyst

Okay. And then, Jeff, this may be a question for you. Given your share repurchase announcement, assuming the share price stays in the current range, there is no
change in market trends, there’s no unanticipated calls on your cash, should we assume that share repurchase is completed by year end?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

I am not going to really comment on the pricing. The share repurchase goes until, actually, June 30, and it depends on a variety of things that happen from day to
day, including availability of our debt, the pricing of the stock, and as we do a continuous analysis of our, basically, working capital and strategic needs over the
course of the next two years. But, it certainly is an option, and I intend to be in the market over the course of the stock buyback period.

Jim Barrett—CL King & Associates—Analyst

Okay. Thank you, both, very much.

Operator

(Operator Instructions)

Scott Hamann, KeyBanc Capital Markets.

Scott Hamann—KeyBanc Capital Markets—Analyst

Just a few questions here. Number one, can you give us the retail POS breakdown of the tactical rifles versus the handguns for the quarter?

James Debney—Smith & Wesson Holding Corp—President & CEO

We can’t give you POS. We can talk about our outgoing sales.

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay. You gave it to us last quarter just for those two segments — the 48% broken down by those two categories.
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Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Right, so what — as I mentioned earlier — did you ask for the share, or did you ask for the dollars?

Scott Hamann—KeyBanc Capital Markets—Analyst

No, your retail unit sales.

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

We don’t give retail unit sales — I don’t think we’ve ever given retail unit sales, and we actually don’t give unit sales of our product. We give dollars sales, and
we give consumer unit sales versus LE and professional.

Scott Hamann—KeyBanc Capital Markets—Analyst

Right, that’s what I am talking about, the 48% that you compared to the 20% NICS.

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Right, we haven’t ever broken that —

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay.

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Okay, thanks.

Scott Hamann—KeyBanc Capital Markets—Analyst

Secondly, can you talk about the sequential increase in throughput that you had during the second quarter from the first quarter?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Are you talking about in capacity, I mean, in —

James Debney—Smith & Wesson Holding Corp—President & CEO

I think it speaks for itself, Scott, what we managed to achieve, given there was a two-week shutdown in Q2. So, if you just look in terms of days available to
manufacture product —

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

It is 14% down.
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Scott Hamann—KeyBanc Capital Markets—Analyst

Okay. And, in term of some of the capacity that’s coming on — I think you, last quarter, talked about having flat expectations for this quarter over first quarter
and then third quarter over second quarter. Is that still the same dynamic, or do you expect to see a little bit more modest increase sequentially?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Well, as our forecast for Q3 was $126 million to $131 million, so that means it would be down a few percentage points. I think we mentioned that the reduction of
the ongoing Walther business, Hurricane Sandy, and a few other things, that we are still, in essence, producing at full capacity in Q3.

James Debney—Smith & Wesson Holding Corp—President & CEO

Sure, coming off the hunting season, for example, Scott, as well.

Scott Hamann—KeyBanc Capital Markets—Analyst

Right.

James Debney—Smith & Wesson Holding Corp—President & CEO

Everything on a go-forward basis is, as Jeff said, is built into our guidance.

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay. And then, I know you talked a little bit about inventory levels, and we know that people were taking product ahead of the election, the fall season. I’m
curious, based on your discussions with some of the retailers and distributors, how they are thinking about inventory and ordering going into calendar year ‘13?

James Debney—Smith & Wesson Holding Corp—President & CEO

They are looking forward to the normal show season that takes place on an annual basis. There’s nothing different about the way they are operating their business
or the way we are operating our business.

Scott Hamann—KeyBanc Capital Markets—Analyst

So, they are fairly upbeat regarding expectations for retail demand and where they are with inventory?

James Debney—Smith & Wesson Holding Corp—President & CEO

I think that they are the same pretty much as they have been. I’m sure you talk to them, as well, Scott. You can hear it directly.

Scott Hamann—KeyBanc Capital Markets—Analyst

Right, okay, and just a question on the ordering. How have orders been trending for you guys in the last several months? I’m trying to run some numbers here
relative to the backlog, and I’m curious — I think you had talked last time, kind of coming out of the election period, about an element of cancellation in orders,
and I’m wondering what percentage of that sequential decline in backlog may have been a function of cancellation of orders, if any? Are you talking about the
election back in ‘08? Correct.
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James Debney—Smith & Wesson Holding Corp—President & CEO

Okay. I, myself, was obviously not here then, so really cannot comment, I would just be speculating. So, let’s keep it to —

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay. What percentage of the sequential decline in backlog this quarter was tied to order cancellations?

James Debney—Smith & Wesson Holding Corp—President & CEO

I am not aware of any cancellations.

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay. A final question for Jeff, what level of buyback is contemplated in your updated fiscal year ‘13 guidance?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

None. If I bought back all of the shares, as you know, it would be a 2% to 4% anti-dilutive impact.

Scott Hamann—KeyBanc Capital Markets—Analyst

Right, but you said you were going to be in the market, in response to the last question, but you are saying that none of that — that 2% to 4% accretion is not in
the current $1 to $1.05?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

That is correct.

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay.

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

This is based on the 67 million shares.

Scott Hamann—KeyBanc Capital Markets—Analyst

Got it. Thanks a lot.
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Operator

Cai von Rumohr, Cowen and Company.

Cai von Rumohr—Cowen and Company—Analyst

James, you mentioned a new product at SHOT Show, is this likely to be significant on the order of Shield? And if so, are you going to expect to be able to ship
this beginning in February-March so that it would impact the fourth quarter?

James Debney—Smith & Wesson Holding Corp—President & CEO

Difficult for me to give you any color on that, Cai, because the marketing team would kill me. What I can say is that we have demonstrated how to handle
significant product launches, so I think you can safely assume the same level of effort, energy, and work will go into this product launch, as we did with the
Shield.

Cai von Rumohr—Cowen and Company—Analyst

Okay, but I mean, the fact that you called that out, I assume it is more than just another version of the 1911 or something like that. Is that a fair assumption?

James Debney—Smith & Wesson Holding Corp—President & CEO

It is very exciting.

Cai von Rumohr—Cowen and Company—Analyst

Okay. Housekeeping, can you give us a rough sense as to where you expect your depreciation and amortization for the year and maybe a range on free cash flow?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Yes, depreciation and amortization, this year, has been running around $4 million a quarter. Historically, it has been $14 million to $15 million. I think last time I
said it’s going to move up into the $15-million to $17-million range. Right now, we are on track for $16 million. We could do — the fourth quarter could have a
bit more, as we have — our methodology, a lot of the depreciation falls in that quarter because we have 0.5 year [conventioned]. So, $16 million, $17 million in
this fiscal year.

Cai von Rumohr—Cowen and Company—Analyst

Okay. And cash flow, a range in that, for the year, free cash flow?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Free cash flow, we haven’t — I commented on. I did — about the only thing I can say is, repeat that our cash has continued to increase since the beginning of this
quarter. We are fairly confident about our cash position, which is one of the reasons that we started with the stock buyback.

Cai von Rumohr—Cowen and Company—Analyst

And, maybe give us a little color — I think last year, you had mentioned the profit share, which is in your op expenses, and that basically, it tends to peak out at a
certain level so that if you go over a certain level, do you get more profit falls to the bottom line? Can you give us any color on that?
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Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Yes, it’s because — so, the profit sharing, it does peak out at a certain level, based on — it is a percentage of the employee’s compensation, or it is 15% of
operating income. So, as our employee base grows, then it becomes less of a percentage of operating income because it is peaking out for each employee. The
answer is we are — we have maxed out on that and will continue — then that, as a percentage of our revenue, will decline.

Cai von Rumohr—Cowen and Company—Analyst

Okay, but it was a factor in the first and second quarter?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Yes, it has been a factor.

Cai von Rumohr—Cowen and Company—Analyst

Terrific. Thank you very much.

Operator

(Operator Instructions)

Scott Hamann, KeyBanc Capital Markets.

Scott Hamann—KeyBanc Capital Markets—Analyst

Just a quick one, Jeff, in terms of the different — you highlighted mix as being a benefit to gross margin, here, over the last several quarters, and I know you don’t
like to talk about specific margins by category. But, is there any way you could give us your ranking of the — in terms of gross margin profitability among some
of the larger product categories?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

We have never given a ranking of product categories. If you remember, a few quarters ago, I gave a ranking of channels and that Walther was the lowest. I guess,
if Walther was the lowest, as we continue to decline on the Walther business, that would positively impact margins. Product mix, it can be interpreted two
different ways — it could be as a favorable mix; it could also be higher volume in a product getting better absorption.

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay —

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Unfortunately, we just — there’s too much competitive information.

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay. And, on this warranty expense reversal you had in the quarter, when was that originally accrued? I can’t remember.
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Jeff Buchanan—Smith & Wesson Holding Corp—CFO

It was about one year ago.

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay. Was that in your — was this reversal in your guidance before this quarter? Was that anticipated, I guess?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Yes, we (multiple speakers), yes.

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay. And then, did I hear you right, the CapEx was going up about $5 million from where you had talked about last quarter?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

That’s correct.

Scott Hamann—KeyBanc Capital Markets—Analyst

What is that — is that tied to any particular initiative, or —?

Jeff Buchanan—Smith & Wesson Holding Corp—CFO

Our CapEx is focused on — about 0.5 of it is capacity increases. We are doing an ERP implementation, so it is probably more of a fine point on when we are
actually spending the dollars.

Scott Hamann—KeyBanc Capital Markets—Analyst

Okay, thank you.

Operator

That is all the time we have for questions today. I would like to turn the call back over to management for some closing remarks.

James Debney—Smith & Wesson Holding Corp—President & CEO

Thank you, Operator.

Thanks, everyone, for joining us today. We look forward to seeing some of you at the Wedbush Conference, in New York City, next week on December 12. We
wish you all a safe and happy holiday season, and we look forward to speaking with you next quarter. Thank you.
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Operator

Ladies and gentlemen, that will conclude today’s conference. Thank you very much for joining us, and you may now disconnect. Have a great day, everyone.
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