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The following discussion, as well as other portions of this Annual Report on Form 10-K, contains forward-looking 
statements that reflect our plans, estimates and beliefs. Any statements contained herein (including, but not limited to, 
statements to the effect that Michaels or its management “anticipates”, “plans”, “estimates”, “expects”, “believes”, 
“intends”, and other similar expressions) that are not statements of historical fact should be considered forward-looking 
statements and should be read in conjunction with our consolidated financial statements and related notes contained 
elsewhere in this report. Specific examples of forward-looking statements include, but are not limited to, statements 
regarding our forecasts of financial performance, share repurchases, store openings, capital expenditures and working 
capital requirements. Our actual results could materially differ from those discussed in these forward-looking statements. 
Factors that could cause or contribute to such differences include, but are not limited to, those discussed below and 
elsewhere in this Annual Report on Form 10-K and particularly in “Item 1A. Risk Factors” and “Item 7. Management’s 
Discussion and Analysis of Financial Condition and Results of Operations”. Unless the context otherwise indicates, 
references in this Annual Report on Form 10-K to “we”, “our”, “us”, “our Company”, “the Company”, and “Michaels” 
mean The Michaels Companies, Inc., together with its subsidiaries. 
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Our business is subject to various risks and uncertainties. The risks described below are those we believe are the 
material risks we face. Any of the risk factors described below, as well as risks not currently known to us, could significantly 
and adversely affect our business, cash flows, financial condition, results of operations, liquidity or access to sources of 
financing.�
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We face risks related to the effect of economic uncertainty.�
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We face risks related to our substantial indebtedness.�
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Our debt agreements contain restrictions that limit our flexibility in operating our business.�
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Changes in customer demand could materially adversely affect our sales, results of operations and cash flow.�
�
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Competition, including internet-based competition, could negatively impact our business.�
�
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A weak fourth quarter would materially adversely affect our result of operations.�
�
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Unexpected or unfavorable consumer responses to our promotional or merchandising programs could have a materially 
adverse effect on our sales, results of operations, cash flow and financial condition.�
�
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Evolving foreign trade policy (including tariffs imposed on certain foreign-made goods) may adversely affect our 
business. 
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Our reliance on foreign suppliers increases our risk of not obtaining adequate, timely and cost-effective product 
supplies.�
�
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Our results may be adversely affected by serious disruptions or catastrophic events, including geo-political events and 
weather.�
�
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We have experienced a data breach in the past and any future failure to adequately maintain security and prevent 
unauthorized access to electronic and other confidential information could result in an additional data breach which 
could materially adversely affect our reputation, financial condition and operating results.�
�
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We may be subject to information technology system failures or network disruptions, or our information systems may 
prove inadequate, resulting in damage to our reputation, business operations and financial condition.�
�
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Our growth depends on our ability to increase comparable store sales and to open new stores. �
�
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Damage to the reputation of the Michaels brand or our private and exclusive brands could adversely affect our sales.�
�
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We face risks associated with the suppliers from whom our products are sourced and transitioning to other qualified 
vendors could materially adversely affect our revenue and profit growth.�
�
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Changes in regulations or enforcement, or our failure to comply with existing or future regulations, may adversely 
impact our business.�
�
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Significant increases in inflation or commodity prices, such as petroleum, natural gas, electricity, steel, wood and paper, 
may adversely affect our costs, including cost of merchandise.�
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Improvements to our supply chain may not be fully successful.�
�
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We are exposed to fluctuations in exchange rates between the U.S. and Canadian dollar, which is the functional 
currency of our Canadian subsidiaries. 
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The Company’s ability to execute its strategic initiatives could be impaired if it fails to identify a permanent Chief 
Executive Officer and retain its senior management team. 
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Any difficulty executing or integrating an acquisition, a business combination or a major business initiative could 
adversely affect our business or results�of operations.�
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Our marketing programs, e-commerce initiatives and use of consumer information are governed by an evolving set of 
laws and enforcement trends and unfavorable changes in those laws or trends, or our failure to comply with existing 
or future laws, could substantially harm our business and results of operations.�
�
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Product recalls and/or product liability, as well as changes in product safety and other consumer protection laws, may 
adversely impact our operations, merchandise offerings, reputation, results of operations, cash flow and financial 
condition.�
�
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Our total assets include intangible assets, goodwill and substantial amounts of property and equipment. Changes in 
estimates or projections used to assess the fair value of these assets, or operating results that are lower than our current 
estimates at certain store locations, may cause us to incur impairment charges that could adversely affect our results of 
operation. 
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Disruptions in the capital markets could increase our costs of doing business.�
�
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Our real estate leases generally obligate us for long periods, which subject us to various financial risks.�
�
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We have co-sourced certain of our information technology, accounts payable, payroll, accounting and human resources 
functions and may co-source other administrative functions, which makes us more dependent upon third parties.�
�
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Failure to attract and retain quality sales, distribution center and other team members in appropriate numbers as well 
as experienced buying and management personnel could adversely affect our performance.�
�
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The Sponsors have significant influence over us and their interest may conflict with yours or those of our Company. 
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Because our executive officers hold or may hold restricted shares or option awards that will vest upon a change of 
control, these officers may have interests in us that conflict with yours. 
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Our holding company structure makes us, and certain of our direct and indirect subsidiaries, dependent on the 
operations of our, and their, subsidiaries to meet our financial obligations. 
 

E�"�������
�����
��
&
���
������������
���� &- ����
�� "���%���
� �*����������  �� �
���
��������������
� �������
����
��������
���� &- ����
�� "����	&���*������0 ���
� &	�"�6�"�������
�����
��
&
���
������������
���� &- ����
�� "�
�	���/�	& �%�	��
&�
��������� "���%����� ������� �
�-&��
� ��

����
������������
���� &- ����
�� #��� ���	
6 ��B&
��-�	�����
�������%����� "�
��������
�����	�
��"��
�
&
� ��
��
	��
 �� �����������
�������-�	����
��
&
� &- ����
�� ��
�*���
���� &����������������
�������
�� ���	
6 ��
�����&� �
������%����� �������$��	
�� �

�	
���
�������� ��
 
Our common stock price has been and may continue to be volatile, which may result in losses to our stockholders. 
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Provisions in our charter documents and Delaware law may deter takeover efforts that may be beneficial to stockholder 
value. 
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Our certificate of incorporation designates the Court of Chancery of the State of Delaware as the sole and exclusive 
forum for certain types of actions and proceedings that may be initiated by our stockholders, which could limit our 
stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers or employees. 
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Because we have no current plans to pay cash dividends on our common stock for the foreseeable future, you may not 
receive any return on investment unless you sell your common stock for a price greater than you paid. 
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Exhibit 21.1 
 

Subsidiaries of The Michaels Companies, Inc. 
 

Aaron Brothers, Inc., a Delaware corporation 

 

Aaron Brothers Card Services, LLC, a Virginia limited liability company 

 

Artistree, Inc., a Delaware corporation 

 

Artistree of Canada, ULC, a Nova Scotia unlimited liability company 

 

Darice Global Sourcing, a “société à responsabilité limitée” organized under the laws of the Grand-Duchy of Luxembourg 

 

Darice Holdings Company Ltd., a Hong Kong company 

 

Darice Holdings I, a “société à responsabilité limitée” organized under the laws of the Grand-Duchy of Luxembourg 

 

Darice Holdings II, a “société à responsabilité limitée” organized under the laws of the Grand-Duchy of Luxembourg 

 

Darice Imports, Inc., an Ohio corporation 

 

Darice, Inc., an Ohio corporation 

 

Darice International Sourcing Group, a Chinese business trust 

 

Darice International Sourcing Holdings, a “société à responsabilité limitée” organized under the laws of the Grand-Duchy 

of Luxembourg 

 

Darice (Ningbo) Business Consulting Co. Ltd., a Chinese company 

 

Darice Product Development, LLC, a Delaware limited liability company 

 

Lamrite West, Inc., an Ohio corporation 

 

Michaels Finance Company, Inc., a Delaware corporation 

 

Michaels FinCo Holdings, LLC, a Delaware limited liability company 

 

Michaels FinCo, Inc., a Delaware corporation 

 

Michaels Funding, Inc., a Delaware corporation 

 

Michaels of Canada Holdings LP No. 1, an Alberta limited partnership 

 

Michaels of Canada Holdings LP No. 2, an Alberta limited partnership 

 

Michaels of Canada, ULC, a Nova Scotia unlimited liability company 

  



Michaels of Luxembourg S.à r.l., a “société à responsabilité limitée” organized under the laws of the Grand-Duchy of 

Luxembourg 

 

Michaels Product Development, LLC, a Delaware limited liability company 

 

Michaels Stores Card Services, LLC, a Virginia limited liability company 

 

Michaels Stores, Inc., a Delaware corporation 

 

Michaels Stores Procurement Company, Inc., a Delaware corporation 

 

Michaels U.S. Holdings 1, LLC, a Delaware limited liability company 

 

Michaels U.S. Holdings 2, LLC, a Delaware limited liability company 

  



Exhibit 23.1 
 

Consent of Independent Registered Public Accounting Firm 
 

We consent to the incorporation by reference in the following Registration Statements: 

 

1) Registration Statement (Form S - 3 No. 333 - 205583) of The Michaels Companies, Inc. and the related Prospectus 

and 

2) Registration Statement (Form S - 8 No. 333 - 197218) pertaining to the Amended and Restated 2014 Omnibus 

Long-Term Incentive Plan of The Michaels Companies, Inc.;  

 

of our reports dated March 19, 2019, with respect to the consolidated financial statements of The Michaels Companies, 

Inc., and the effectiveness of internal control over financial reporting of The Michaels Companies, Inc. included in this 

Annual Report (Form 10 - K) for the year ended February 2, 2019. 

 

/s/ Ernst & Young LLP 

 

Dallas, TX 

March 19, 2019 

 

  



Exhibit 31.1 
 

CERTIFICATIONS 
 

I, Mark S. Cosby, certify that: 

 

1. I have reviewed this annual report on Form 10 - K of The Michaels Companies, Inc.; 

 

2. Based on my knowledge, this report does not contain any untrue statement of a 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; 

 

3. 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; 

 

4. 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(e) and 15d - 15(e)) and internal control over financial reporting 

(as defined in Exchange Act Rules 13a - 15(f) and 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 principles; 

 

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 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 

 

5. 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 (or 

persons performing the equivalent functions): 

 

a. All significant deficiencies and material weaknesses in the design or operation 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: March 19, 2019 /s/ Mark S. Cosby 

 Mark S. Cosby 

 Interim Chief Executive Officer 

 (Principal Executive Officer) 

  



Exhibit 31.2 

 
CERTIFICATIONS 

 

I, Denise A. Paulonis, certify that 

 

1. I have reviewed this annual report on Form 10 - K of The Michaels Companies, Inc.; 

 

2. Based on my knowledge, this report does not contain any untrue statement of a 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; 

 

3. 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; 

 

4. 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(e) and 15d - 15(e)) and internal control over financial reporting 

(as defined in Exchange Act Rules 13a - 15(f) and 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 principles; 

 

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 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 

 

5. 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 (or 

persons performing the equivalent functions): 

 

a. All significant deficiencies and material weaknesses in the design or operation 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: March 19, 2019 /s/ Denise A. Paulonis 

 Denise A. Paulonis 

 Executive Vice President and Chief Financial Officer 

 (Principal Financial Officer) 

  



Exhibit 32.1 

 
CERTIFICATION PURSUANT TO 18 U.S.C. § 1350,  

AS ADOPTED PURSUANT TO § 906 
OF THE SARBANES-OXLEY ACT OF 2002 

 

In connection with the filing of the Annual Report on Form 10 - K of The Michaels Companies, Inc., a Delaware 

corporation (the “Company”), for the year ended February 2, 2019, as filed with the Securities and Exchange Commission 

on the date hereof (the “Report”), each of the undersigned officers of the Company certifies, pursuant to 18 U.S.C. § 1350, 

as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to such officer’s knowledge: 

 

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 

1934; and 

 

2. The information contained in the Report fairly presents, in all material respects, the financial condition and 

results of operations of the Company. 

 

Date: March 19, 2019 /s/ Mark S. Cosby 

 Mark S. Cosby 

 Interim Chief Executive Officer 

 (Principal Executive Officer) 

  

  

 /s/ Denise A. Paulonis 

 Denise A. Paulonis 

 Executive Vice President and Chief Financial Officer 

 (Principal Financial Officer) 

 

The foregoing certification is being furnished solely pursuant to 18 U.S.C. § 1350 and is not being filed as part 

of the Report or as a separate disclosure document. 
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