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CAUTIONARY STATEMENT RELATING TO THE SAFE HARBOR PROVISIONS OF THE PRIVATE
SECURITIES LITIGATION REFORM ACT OF 1995

This Annual Report on Form 10-K, including "Management's Discussion and Analysis of Financial Condition and
Results of Operations" in Item 7, and the information incorporated by reference contains "forward-looking statements"
within the meaning of section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of
1934.  We intend those forward looking-statements to be covered by the safe harbor provisions for forward-looking
statements. All statements regarding our expected financial position and operating results, our business strategy, our
financing plans and the outcome of any contingencies are forward-looking statements. Any such forward-looking
statements are based on current expectations, estimates, and projections about our industry and our business. Words
such as "anticipates," "expects," "intends," "plans," "believes," "seeks," "estimates," "should," "would," or variations
of those words and similar expressions are intended to identify such forward-looking statements. Forward-looking
statements are subject to risks and uncertainties that could cause actual results to differ materially from those stated in
or implied by any forward-looking statements. Factors that could cause actual results to differ materially from
forward-looking statements include, but are not limited to, matters listed in Item 1A under "Risk Factors" of this
annual report. The Company assumes no obligation and does not intend to update these forward-looking statements.

NOTE REGARDING DOLLAR AMOUNTS AND FISCAL YEAR

In this annual report, all dollar amounts are expressed in thousands, except for share prices and per-share amounts.
Unless specifically indicated otherwise, all amounts and percentages in our Form 10-K are exclusive of discontinued
operations.

The Company’s current fiscal year began March 1, 2017 and ended February 28, 2018.

PART I

Item 1-Business

VOXX International Corporation ("Voxx," "We," "Our," "Us," or the "Company") is a leading international
manufacturer and distributor in the Automotive, Premium Audio and Consumer Accessories industries. The Company
has widely diversified interests, with more than 30 global brands that it has acquired and grown throughout the years,
achieving a powerful international corporate image and creating a vehicle for each of these respective brands to
emerge with its own identity. We conduct our business through sixteen wholly-owned subsidiaries: Audiovox Atlanta
Corp., VOXX Electronics Corporation, VOXX Accessories Corp., VOXX German Holdings GmbH ("Voxx
Germany"), Audiovox Canada Limited, Voxx Hong Kong Ltd., Audiovox International Corp., Audiovox Mexico, S.
de R.L. de C.V. ("Voxx Mexico"), Code Systems, Inc., Oehlbach Kabel GmbH ("Oehlbach"), Schwaiger GmbH
("Schwaiger"), Invision Automotive Systems, Inc. ("Invision"), Klipsch Holding LLC ("Klipsch"), Omega Research
and Development, LLC ("Omega"), Voxx Automotive Corp., and Audiovox Websales LLC, as well as a majority
owned subsidiary, EyeLock LLC ("EyeLock"). We market our products under the Audiovox® brand name and other
brand names and licensed brands, such as 808®, AR for Her, Acoustic Research®, Advent®, Ambico®, Car Link®,
Chapman®, Code-Alarm®, Discwasher®, Energy®, Heco®, Incaar™, Invision®, Jamo®, Jensen®, Klipsch®, Mac
Audio™, Magnat®, Mirage®, myris®, Oehlbach®, Omega®, Phase Linear®, Prestige®, Project Nursery®, Pursuit®,
RCA®, RCA Accessories, Recoton®, Rosen®, Schwaiger®, Terk® and Voxx Automotive as well as private labels
through a large domestic and international distribution network.  We also function as an OEM ("Original Equipment
Manufacturer") supplier to several customers, as well as market a number of products under exclusive distribution
agreements, such as SiriusXM satellite radio products and 360 Fly® Action Cameras.  
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VOXX International Corporation was incorporated in Delaware on April 10, 1987 under its former name, Audiovox
Corp., as successor to a business founded in 1960 by John J. Shalam, our Chairman and controlling stockholder.  Our
extensive distribution network and long-standing industry relationships have allowed us to benefit from growing
market opportunities and emerging niches in the electronics business.

The Company operates in three segments based upon the Company's products and internal organizational structure.
The operating segments consist of the Automotive, Premium Audio and Consumer Accessories segments. The
Automotive segment designs, manufactures, distributes and markets rear-seat entertainment devices, satellite radio
products, automotive security, remote start systems, mobile multimedia devices, aftermarket/OE-styled radios,
car-link smartphone telematics applications, collision avoidance systems and location-based services. The Premium
Audio segment designs, manufactures, distributes and markets home theater systems, high-end loudspeakers, outdoor
speakers, iPad/iPod and computer speakers, business music systems, cinema speakers, flat panel speakers, Bluetooth
speakers, soundbars, headphones and DLNA (Digital Living Network Alliance) compatible devices. The Consumer
Accessories segment designs, manufactures, markets and distributes remote controls; wireless and Bluetooth speakers;
karaoke products; action cameras; iris identification and biometric security related products; personal sound
amplifiers; smart-home security and safety products; infant and nursery products; and A/V connectivity,
portable/home charging,
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reception and digital consumer products. See Note 13 to the Company's Consolidated Financial Statements for
segment and geographic area information.

We make available financial information, news releases and other information on our web site at www.voxxintl.com.
There is a direct link from the web site to the Securities and Exchange Commission's ("SEC") filings web site, where
our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any amendments to
these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 are available
free of charge as soon as reasonably practicable after we file such reports and amendments with, or furnish them to,
the SEC. In addition, we have adopted a Code of Business Conduct and Ethics which is available free of charge upon
request. Any such request should be directed to the attention of the Company's Human Resources Department, 180
Marcus Boulevard, Hauppauge, New York 11788, (631) 231-7750.

Acquisitions and Dispositions

We have acquired and integrated the following acquisitions, discussed below, into our existing business structure:

Effective September 1, 2015 ("the Closing Date"), Voxx completed its acquisition of a majority voting interest in
substantially all of the assets and certain specified liabilities of Eyelock, Inc. and Eyelock Corporation (collectively
the “Seller”) through a newly-formed entity, Eyelock LLC, for a total purchase consideration of $31,880, which
consisted of a cash payment of $15,504, assignment of the fair value of the indebtedness owed to the Company by the
Seller of $4,676 and the fair value of the non-controlling interest of $12,900, reduced by $1,200 for amounts owed to
the LLC by the selling shareholders. EyeLock develops and markets iris-based identity authentication solutions and
this acquisition allows the Company to enter into the growing biometrics market. Refer to Note 2 "Business
Acquisitions and Dispositions" of the Notes to Consolidated Financial Statements for additional information regarding
the EyeLock acquisition in Fiscal 2016.

On April 18, 2017, Voxx acquired certain assets and assumed certain liabilities of Rosen Electronics LLC for cash
consideration of $1,814. In addition, the Company agreed to pay a 2% fee related to future net sales of Rosen products
for three years. The purpose of this acquisition was to increase the Company's market share and strengthen its
intellectual property related to the rear seat entertainment market. Details of the tangible and intangible assets acquired
are outlined in Note 2 of this report. Refer to Note 2 "Business Acquisitions and Dispositions" of the Notes to
Consolidated Financial Statements for additional information regarding the Rosen acquisition in Fiscal 2018.

On August 31, 2017 (the "Closing Date"), the Company completed its sale of Hirschmann Car Communication GmbH
and its subsidiaries (collectively, “Hirschmann”) to a subsidiary of TE Connectivity Ltd ("TE"). The consideration
received by the Company was €148,500. The purchase price, at the exchange rate as of the close of business on the
Closing Date approximated $177,000 and is subject to adjustment based upon the final working capital. The
Hirschmann subsidiary group, which was included within the Automotive segment, qualified to be presented as a
discontinued operation in accordance with ASC 205-20 beginning in the Company's second quarter ending August 31,
2017. Refer to Note 2 "Business Acquisitions and Dispositions" of the Notes to Consolidated Financial Statements for
additional information regarding the sale of Hirschmann in Fiscal 2018.

Strategy

Our objective is to grow our business both organically and through strategic acquisitions. We will drive the business
organically by continued product development in new and emerging technologies that should increase gross margins
and improve operating income. We are focused on expanding sales both domestically and internationally and
broadening our customer and partner base as we bring these new products to our target markets. In addition, we plan
to continue to acquire synergistic companies that would allow us to leverage our overhead, penetrate new markets and
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expand existing product categories. Notwithstanding the above, if the appropriate opportunity arises, the Company
will explore the potential divestiture of a product line or business.

The key elements of our strategy are as follows:

Continue to build and capitalize on the VOXX family of brands.  We believe the "VOXX" portfolio of brands is one
of our greatest strengths and offers us significant opportunity for increased market penetration. Today, VOXX
International has over 30 global brands in its portfolio, which provides the Company with the ability to bring to
market products under brands that consumers know to be quality. In addition, with such a wide brand portfolio, we
can manage channels and sell into multiple outlets as well as leverage relationships with distributors, retailers,
aftermarket car dealers and expeditors, and to global OEMs. Finally, we are open to opportunities to license some of
the brands as an additional use of the brands and as a growth strategy.

Continue to maintain diversified, blue chip customer base. Voxx distributes products through a wide range of
specialty and mass merchandise channels and has arrangements with tier-1 and tier-2 auto OEMs. OEM products
account for approximately 15% of
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Fiscal 2018 sales from continuing operations. The top-five customers of the Company represented 26% of sales from
continuing operations, and no single customer accounted for over 10% of Fiscal 2018 sales.

Capitalize on niche product and distribution opportunities in our target markets.  Throughout our history, we have
used our extensive distribution and supply networks to capitalize on niche product and distribution opportunities in the
automotive, premium audio and consumer accessories categories. We will continue that focus as we remain
committed to innovation, developing products internally and through our outsourced technology and manufacturing
partners to provide our customers with products that are in demand by consumers.

Combine new, internal manufacturing capabilities with our proven outsourced manufacturing with industry partners.
For years, VOXX International employed an outsourced manufacturing strategy that enabled the Company to deliver
the latest technological advances without the fixed costs associated with manufacturing. Within the last decade, the
Company has added manufacturing capabilities to produce select product lines, such as high-end speakers, rear-seat
entertainment systems, and security related products. This blend of internal and outsourced manufacturing enables the
Company to drive innovation, control product quality and speed time-to-market.

Use innovative technology generation capabilities to enable us to build a robust pipeline of new products. Voxx has
invested significantly in R&D. The Company uses a mix of internal and external R&D, internal and external
manufacturing, and has a number of valuable trademarks, copyrights, patents, domain names and other intellectual
property. Through Voxx's increased focus on R&D, the Company has built a pipeline of new products across all three
segments.

Leverage our domestic and international distribution network.  VOXX International Corporation has a highly
expansive distribution network. Our distribution network, which includes various types of retailers and chain stores,
mass merchandisers, distributors, e-commerce platforms, system integrators, communication network providers, smart
grid manufacturers, banks, cinema operators, cell phone providers, the U.S. military, car dealers and OEM's should
allow us to increase our market penetration. We intend to capitalize on new and existing distribution outlets to further
grow our business across our three operating segments, both domestically and abroad.

Grow our international presence.  We have expanded our international presence through our local subsidiaries in
Europe, as well as operations in Canada and China. We also continue to export from our domestic operations in the
United States. Our strategy remains to diversify our exposure to any particular geography, while expanding our
product offerings and distribution touch points across the world.

Pursue strategic and complementary acquisitions. We continue to monitor economic and industry conditions in order
to evaluate potential strategic and synergistic business acquisitions that are expected to allow us to leverage overhead,
penetrate new markets and expand our existing business distribution. Over the past several years, the Company has
employed an M&A strategy to build its brand portfolio and enhance its product offering in higher margin product
categories, while at the same time, exiting lower margin and commoditized product lines, resulting in improved
bottom-line performance. The Company is focused on continuing to grow organically, but may pursue opportunistic
acquisitions to augment our automotive (primarily with OEM accounts), consumer accessories and premium audio
segments.

Maintain disciplined acquisition criteria. Virtually all of our acquisitions over the past decade have been made to
strengthen our product offerings, customer reach and growth potential across our operating business segments. Our
strategy remains to acquire complimentary businesses, products and/or assets in our Automotive, Premium Audio and
Consumer Accessories operating segments. Additionally, acquisitions should have a gross margin structure equal to or
higher than our consolidated gross margins, and we will continue to look for acquisitions where we can leverage our
corporate overhead and resources. Furthermore, it is important that management remains with Voxx as part of the
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acquisition, as their legacy expertise, knowledge of both the inner workings of their respective companies and the
end-markets they serve are paramount to successfully running operations and achieving growth. We also pursue
acquisitions that will be accretive for the Company and its shareholders in the first year such acquisitions are made.

Rapidly integrate acquired businesses. One of the more compelling factors as to why acquired businesses choose
VOXX International Corporation is that we are perceived as both a financial and strategic partner. We are operators,
and companies view their association with us as a positive for the future of their businesses in that we can provide
resources and support that others in our sector, or in the Private Equity community, cannot. Our strategy upon
acquisition, and in the years that follow, is to leverage our corporate strengths and integrate acquisitions into our
operations. We provide accounting, MIS, warehouse and logistics support, as well as a host of value-added services
that enable acquired companies to lower their cost basis and improve profitability. In recent years, we have
consolidated facilities in our German operations and in Indiana, where we brought our RCA® and Klipsch operating
groups together.

6
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Improve bottom-line performance and generate sustainable shareholder returns.  The Company has instituted an
aggressive strategy in recent years to shift its product mix to higher-margin product categories, while controlling costs
and strategically investing in its infrastructure. The Company remains focused on growing its business organically,
continuing to enhance its gross profit margins and leveraging its fixed overhead structure to generate sustainable
returns for its stockholders.

Industry

We participate in selected product categories in the automotive, premium audio and consumer accessories markets
within the electronics industry. These markets are large and diverse, encompass a broad range of products and offer
the ability to specialize in niche product groups. The introduction of new products and technological advancements
are the major growth drivers in these markets.  Based on this, we continue to introduce new products across all
segments, with an increased focus on niche product offerings.

Products

The Company currently reports sales data for the following three operating segments:

Automotive products include:

▪mobile multi-media video products, including in-dash, overhead and headrest systems,
▪autosound products including radios and amplifiers,
▪satellite radios including plug and play models and direct connect models,
▪smart phone telematics applications,
▪automotive security and remote start systems,
▪automotive power accessories,
▪rear observation and collision avoidance systems, and
▪power lift gates.

Premium Audio products include:

▪premium loudspeakers,
▪architectural speakers,
▪commercial speakers,
▪outdoor speakers,
▪flat panel speakers,
▪wireless speakers,
▪Bluetooth speakers,
▪home theater systems,
▪business music systems,
▪streaming music systems,
▪on-ear and in-ear headphones,
▪wireless and Bluetooth headphones,
▪soundbars and sound bases, and
▪DLNA (Digital Living Network Alliance) compatible devices.

Consumer Accessories products include:
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▪High-Definition Television ("HDTV") antennas,
▪Wireless Fidelity ("WiFi") antennas,
▪High-Definition Multimedia Interface ("HDMI") accessories,
▪smart-home security and safety-related products,
▪home electronic accessories such as cabling,
▪other connectivity products,
▪power cords,
▪performance enhancing electronics,
▪TV universal remotes,
▪flat panel TV mounting systems,
▪iPad/iPod specialized products,
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▪wireless headphones,
▪wireless speakers,
▪Bluetooth speakers,
▪action cameras,
▪karaoke products,
▪infant/nursery products,
▪activity tracking bands,
▪power supply systems and charging products,
▪electronic equipment cleaning products,
▪personal sound amplifiers,
▪set-top boxes,
▪home and portable stereos,
▪digital multi-media products, such as personal video recorders and MP3 products, and
▪iris identification and biometric security related products.

We believe our segments have expanding market opportunities with certain levels of volatility related to domestic and
international markets, new car sales, increased competition by manufacturers, private labels, technological
advancements, discretionary consumer spending and general economic conditions.  Also, all of our products are
subject to price fluctuations, which could affect the carrying value of inventories and gross margins in the future.

Net sales from continuing operations, by segment, gross profit and total assets are as follows:

Fiscal Fiscal Fiscal
2018 2017 2016

Automotive $155,480 $170,729 $201,125
Premium Audio 172,406 166,789 140,508
Consumer Accessories 178,756 176,216 187,272
Corporate/Eliminations 450 796 1,301
Total net sales $507,092 $514,530 $530,206

Gross profit $132,297 $144,030 $143,536
Gross margin percentage 26.1 % 28.0 % 27.1 %

Total assets $575,644 $668,486 $667,190

Patents, Trademarks/Tradenames, Licensing and Royalties

The Company regards its trademarks, copyrights, patents, domain names, and similar intellectual property as
important to its operations. It relies on trademark, copyright and patent law, domain name regulations, and
confidentiality or license agreements to protect its proprietary rights. The Company has registered, or applied for the
registration of, a number of patents, trademarks, domain names and copyrights by U.S. and foreign governmental
authorities. Additionally, the Company has filed U.S. and international patent applications covering certain of its
proprietary technology. The Company renews its registrations, which vary in duration, as it deems appropriate from
time to time.

The Company has licensed in the past, and expects that it may license in the future, certain of its proprietary rights to
third parties. Some of the Company's products are designed to include intellectual property licensed or otherwise
obtained from third parties. While it may be necessary in the future to seek or renew licenses relating to various
aspects of the Company's products, the Company believes, based upon past experience and industry practice, such
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licenses generally could be obtained on commercially reasonable terms; however, there is no guarantee such licenses
could be obtained at all. We intend to operate in a way that does not result in willful infringement of the patents, trade
secrets and other intellectual property rights of other parties. Nevertheless, there can be no assurance that a claim of
infringement will not be asserted against us or that any such assertion will not result in a judgment or order requiring
us to obtain a license in order to make, use, or sell our products.

License and royalty programs offered to our manufacturers, customers and other electronic suppliers are structured
using a fixed amount per unit or a percentage of net sales, depending on the terms of the agreement. Current license
and royalty agreements have duration periods which range from 1 to 12 years or continue in perpetuity. Certain
agreements may be renewed at termination
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of the agreement. The Company's license and royalty income is recorded upon sale and amounted to $1,538, $1,669
and $1,463 for the years ended February 28, 2018, February 28, 2017 and February 29, 2016, respectively.

Distribution and Marketing

We sell our products to:

•mass merchants,
•regional chain stores,
•e-commerce platforms,
•premium department stores,
•lifestyle retailers,
•specialty and internet retailers,
•power retailers
•independent 12-volt retailers,
•distributors,
•new car dealers,
•automotive and vehicle manufacturers,
•automotive, vehicle and transportation equipment manufacturers (OEM's),
•system integrators,
•communication network providers,
•smart grid manufacturers,
•banks,
•the U.S. military,
•cinema operators,
•sporting goods equipment retailers,
•cell phone carriers,
•public safety sector, and
•private security providers.

We sell our products under OEM arrangements with domestic and/or international subsidiaries of automobile
manufacturers such as Ford, Chrysler, General Motors, Toyota, Kia, Mazda, Subaru and Nissan. These arrangements
require a close partnership with the customer as we develop products to meet specific requirements.  OEM products
accounted for approximately 15% of net sales from continuing operations for the year ended February 28, 2018, 17%
for the year ended February 28, 2017, and 19% for the year ended February 29, 2016.

Our five largest customers represented 26% of net sales from continuing operations for the year ended February 28,
2018, 28% for the year ended February 28, 2017, and 29% for the year ended February 29, 2016. No one customer
accounted for more than 10% of the Company's sales for the years ended February 28, 2018, February 28, 2017 or
February 29, 2016.

We also provide value-added management services, which include:

•product design and development,
•engineering and testing,
•sales training and customer packaging,

• in-store display
design,

•installation training and technical support,
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•product repair services and warranty,
•consignment,
•fulfillment,
•warehousing, and
•specialized manufacturing.

We have flexible shipping policies designed to meet customer needs. In the absence of specific customer instructions,
we ship products within 24 to 48 hours from the receipt of an order from public warehouses, as well as owned and
leased facilities throughout the United States, Canada, China, Hong Kong, Mexico, the Netherlands, and Germany.
The Company also employs a direct ship model from our suppliers for select customers upon their request.

Product Development, Warranty and Customer Service

9
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Our product development cycle includes:

•identifying consumer trends and potential demand,

•
responding to those trends through product design and feature integration, which includes software design, electrical
engineering, industrial design and pre-production testing. In the case of OEM customers, the product development
cycle may also include product validation to customer quality standards, and

•evaluating and testing new products in our own facilities to ensure compliance with our design specifications andstandards.

Utilizing our company-owned and third-party facilities in the United States, Europe and Asia, we work closely with
our suppliers throughout the product design, testing and development process in an effort to meet the expectations of
consumer demand for technologically-advanced and high quality products.  Our Troy, Michigan and Orlando, Florida
facilities are ISO/TS 16949:2009, ISO 14001:2004 and/or ISO 9001:2008 certified, which requires the monitoring of
quality standards in all facets of business.

We provide product warranties for all of our product lines, which primarily range from 30 days to three years. The
Company also provides limited lifetime warranties for certain products, which limit the end-user's remedy to the repair
or replacement of the defective product during it's lifetime, as well as warranties for certain vehicle security products
for the life of the vehicle for the original owner. To support our warranties, we have independent warranty centers in
the United States and Europe.  Our customer service group, along with our Company websites, provides product
information, answers questions and serves as a technical hotline for installation help for end-users and customers.

Suppliers

We work directly with our suppliers on industrial design, feature sets, product development and testing in order to
ensure that our products and component parts meet our design specifications.

We purchase our products and component parts from manufacturers principally located in several Pacific Rim
countries, including China, Hong Kong, Indonesia, Malaysia, Thailand, Vietnam, South Korea, Taiwan and
Singapore, as well as the United States, Canada, Mexico and Europe. In selecting our manufacturers, we consider
quality, price, service, reputation, financial stability, as well as labor practices, disruptions, or shortages. In order to
provide coordination and supervision of supplier performance such as price negotiations, delivery and quality control,
we maintain buying and inspection offices in China and Hong Kong.  We consider relations with our suppliers to be
good and alternative sources of supply are generally available within 120 days.  We have few long-term contracts with
our suppliers and we generally purchase our products under short-term purchase orders.  Although we believe that
alternative sources of supply are currently available, an unplanned shift to a new supplier could result in product
delays and increased cost, which may have a material impact on our operations.

Competition

The electronics industry is highly competitive across all product categories, and we compete with a number of
well-established companies that manufacture and sell similar products. Brand name, design, advancement of
technology and features as well as price are the major competitive factors within the electronics industry.  Our
Automotive products compete against factory-supplied products, including those provided by, among others, General
Motors, Ford and Chrysler, as well as against major companies in the automotive aftermarket, such as Sony,
Panasonic, Kenwood, Directed Electronics, Autopage, Myron and Davis, Phillips, Insignia, and Pioneer.  Our
Premium Audio products compete against major companies such as Polk, Definitive, Bose, Sonos, Sonance, and
Bowers and Wilkins. Our Consumer Accessories product lines compete against major companies such as Sony,
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Phillips, Emerson Radio, Jasco, Belkin and Private Label Brands.

Financial Information about Foreign and Domestic Operations

The amounts of net sales and long-lived assets, attributable to foreign and domestic operations for all periods
presented are set forth in Note 13 of the Notes to Consolidated Financial Statements, included herein.

Equity Investment

We have a 50% non-controlling ownership interest in ASA Electronics, LLC ("ASA") which acts as a distributor of
mobile electronics specifically designed for niche markets within the automotive industry, including: RV's; buses; and
commercial, heavy duty, agricultural, construction, powersport, and marine vehicles.

10
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Employees

As of February 28, 2018, we employed 972 people worldwide, of which 38 were covered under collective bargaining
agreements.  We consider our relations with employees to be good as of February 28, 2018.

Item 1A-Risk Factors

We have identified certain risk factors that apply to us. Each of the following risk factors should be carefully
considered, as well as all of the other information included or incorporated by reference in this Form 10-K. If any of
these risks, or other risks not presently known to us or that we currently believe not to be significant, develop into
actual events, then our business, financial condition, liquidity, or results of operations could be adversely affected. If
that happens, the market price of our common stock would likely decline, and you may lose all or part of your
investment.

The Automotive, Premium Audio and Consumer Accessories businesses are highly competitive and face significant
competition from Original Equipment Manufacturers (OEMs) and direct imports by our retail customers.

The market for mobile electronics, premium audio products and consumer accessories is highly competitive across all
product lines. We compete against many established companies, some of whom have substantially greater financial
and engineering resources than we do. We compete directly with OEMs, including divisions of well-known
automobile manufacturers, in the auto security, mobile video and accessories markets. We believe that OEMs have
diversified and improved their product offerings and place increased sales pressure on new car dealers with whom
they have close business relationships to purchase OEM-supplied equipment and accessories.  To the extent that
OEMs succeed in their efforts, this success would have a material adverse effect on our sales of automotive
entertainment and security products to new car dealers.  In addition, we compete with major retailers who may at any
time choose to direct import products that we may currently supply.

OEM sales are dependent on the economic success of the automotive industry.

A portion of our OEM sales are to automobile manufacturers. In the past, some domestic OEM manufacturers have
reorganized their operations as a result of general economic conditions. There is no guarantee that additional
automobile manufacturers will not face similar reorganizations in the future. If additional reorganizations do take
place and are not successful, it could have a material adverse effect on a portion of our OEM business.

Sales in our Automotive, Premium Audio and Consumer Accessories businesses are dependent on new products,
product development and consumer acceptance.

Our Automotive, Premium Audio and Consumer Accessories businesses depend, to a large extent, on the introduction
and availability of innovative products and technologies. If we are not able to continually introduce new products that
achieve consumer acceptance, our sales and profit margins may decline.

The impact of future selling prices and technological advancements may cause price erosion and adversely impact our
profitability and inventory value.

Since we do not manufacture all of our products and do not conduct a majority of our own research, we cannot assure
you that we will be able to source technologically advanced products in order to remain competitive. Furthermore, the
introduction or expected introduction of new products or technologies may depress sales of existing products and
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technologies. This may result in declining prices and inventory obsolescence. Since we maintain a substantial
investment in product inventory, declining prices and inventory obsolescence could have a material adverse effect on
our business and financial results.

Our estimates of excess and obsolete inventory may prove to be inaccurate, in which case the provision required for
excess and obsolete inventory may be understated or overstated.  Although we make every effort to ensure the
accuracy of our forecasts of future product demand, any significant unanticipated changes in demand or technological
developments could have a significant impact on the value of our inventory and operating results.

A commercial market for biometrics technology is still developing. There can be no assurance our iris-based identity
authentication technology will be successful or achieve market acceptance. 

11
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A component of our strategy to grow revenue includes expansion of our iris-based identity authentication solutions
into commercial markets. To date, biometrics technology has received only limited acceptance in such markets.
Although the recent appearance of biometric readers on popular consumer products, such as smartphones, has
increased interest in biometrics as a means of authenticating and/or identifying individuals, commercial markets for
biometrics technology are in the process of developing and evolving. Biometrics-based solutions compete with more
traditional security methods including keys, cards, personal identification numbers and security personnel. Acceptance
of biometrics as an alternative to such traditional methods depends upon a number of factors including:

•the cost, performance and reliability of our products and services and the products and services offered by ourcompetitors;

•
the continued growth in demand for biometrics solutions within the government and law enforcement markets as well
as the development and growth of demand for biometric solutions in markets outside of government and law
enforcement;
•customers’ perceptions regarding the benefits of biometrics solutions;

•public perceptions regarding the intrusiveness of these solutions and the manner in which organizations use thebiometric information collected;
•public perceptions regarding the confidentiality of private information;
•proposed or enacted legislation related to privacy of information;

• customers’ satisfaction with biometrics
solutions; and

•marketing efforts and publicity regarding biometrics solutions.

We face intense competition from other biometrics solutions providers. 

A significant number of established companies have developed or are developing and marketing software and
hardware for biometrics products and applications, including facial recognition and fingerprint biometrics, that
currently compete with or will compete directly with our iris-based identity authentication solutions. We believe that
additional competitors will enter the biometrics market and become significant long-term competitors, and that, as a
result, competition will increase. Companies competing with us may introduce solutions that are competitively priced,
have increased performance or functionality or incorporate technological advances we have not yet developed or
implemented.

There is no guarantee that patent/royalty rights will be renewed, or licensing agreements will be maintained.
Certain product development and revenues are dependent on the ownership and or use of various patents, licenses and
license agreements. If the Company is not able to successfully renew or renegotiate these rights, we may suffer from a
loss of product sales or royalty revenue associated with these rights or incur additional expense to pursue alternative
arrangements.
A portion of our workforce is represented by labor unions. Collective bargaining agreements can increase our
expenses. Labor disruptions could adversely affect our operations.

As of February 28, 2018, 38 of our full-time employees were covered by collective bargaining agreements. We cannot
predict whether labor unions may be successful in organizing other portions of our workforce or what additional costs
we could incur as a result.

We depend on our suppliers to provide us with adequate quantities of high quality competitive products and/or
component parts on a timely basis.

We have few long-term contracts with our suppliers. Most of our products and component parts are imported from
suppliers under short-term purchase orders. Accordingly, we can give no assurance that:

Edgar Filing: VOXX International Corp - Form 10-K

21



•our supplier relationships will continue as presently in effect;

•our suppliers will be able to obtain the components necessary to produce high-quality, technologically-advancedproducts for us;
•we will be able to obtain adequate alternatives to our supply sources, should they be interrupted;

•if obtained, alternatively sourced products of satisfactory quality would be delivered on a timely basis, competitivelypriced, comparably featured or acceptable to our customers;
•our suppliers have sufficient financial resources to fulfill their obligations;
•our suppliers will be able to obtain raw materials and labor necessary for production;
•shipments from our suppliers will not be affected by labor disputes within the shipping and transportation industries;
•our suppliers could be impacted by natural disasters directly or via their supply chains; and
•as it relates to products we do not manufacture, our suppliers will not become our competitors.

12
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On occasion, our suppliers have not been able to produce the quantities of products or component parts that we desire.
Our inability to manufacture and/or supply sufficient quantities of products that are in demand could reduce our
profitability and have a material adverse effect on our relationships with our customers. If any of our supplier
relationships were terminated or interrupted, we could experience an immediate or long-term supply shortage, which
could have a material adverse effect on our business.

We have few long-term sales contracts with our customers that contain guaranteed customer purchase commitments.

Sales of many of our products are made by purchase orders and are terminable at will by either party. We do have
long-term sales contracts with certain customers; however, these contracts do not require the customers to guarantee
specific levels of product purchases over the term of the contracts. The unexpected loss of all or a significant portion
of sales to any one of our large customers could have a material adverse effect on our performance.

Our success will depend on a less diversified line of business.

Currently, we generate substantially all of our sales from the Automotive, Premium Audio and Consumer Accessories
businesses.  We cannot assure you that we can grow the revenues of our Automotive, Premium Audio and Consumer
Accessories businesses or maintain profitability. As a result, the Company's revenues and profitability will depend on
our ability to maintain and generate additional customers and develop new products.  A reduction in demand for our
existing products and services would have a material adverse effect on our business. The sustainability of current
levels of our Automotive, Premium Audio and Consumer Accessories businesses and the future growth of such
revenues, if any, will depend on, among other factors:

•the overall performance of the economy and discretionary consumer spending,
•competition within key markets,
•customer acceptance of newly developed products and services, and
•the demand for other products and services.

We cannot assure you that we will maintain or increase our current level of revenues or profits from the Automotive,
Premium Audio and Consumer Accessories businesses in future periods.

We depend on a small number of key customers for a large percentage of our sales.

The electronics industry is characterized by a number of key customers. Specifically, 26% of our sales from
continuing operations were to five customers in Fiscal 2018, 28% in Fiscal 2017, and 29% in Fiscal 2016. The loss of
one or more of these customers could have a material adverse impact on our business.

We plan to continue to expand the international marketing and distribution of our products, which will subject us to
risks associated with international operations, including exposure to foreign currency fluctuations.

As part of our business strategy, we intend to continue to increase our international sales, although we cannot assure
you that we will be able to do so. Approximately 12% of our net sales from continuing operations currently originate
in markets outside the U.S. While geographic diversity helps to reduce the Company's exposure to risk in any one
country or part of the world, it also means that we are subject to the full range of risks associated with significant
international operations, including, but not limited to:

•changes in exchange rates for foreign countries, which may reduce the U.S. dollar value of revenues, profits and cashflows we receive from non-U.S. markets or increase our supply costs, as measured in U.S. dollars, in those markets;
•
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exchange controls and other limits on our ability to import raw materials or finished product or to repatriate earnings
from overseas;
•political and economic instability, social or labor unrest or changing macroeconomic conditions in our markets;
•foreign ownership restrictions and the potential for nationalization or expropriation of property or other resources; and

•other foreign or domestic legal and regulatory requirements, including those resulting in potentially adverse taxconsequences or other imposition of onerous trade restrictions, price controls or other government controls.

These risks could have a significant impact on our ability to sell our products on a competitive basis in international
markets and may have a material adverse effect on our results of operations, cash flows and financial condition.

In an effort to reduce the impact on earnings of foreign currency rate movements, we engage in a combination of
cost-containment measures and selective hedging of foreign currency transactions. However, these measures may not
succeed in offsetting any negative impact of foreign currency rate movements on our business and results of
operations. For example, since 2010, Venezuela
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has been designated as hyperinflationary and the resulting currency devaluations in Venezuela in that initial year
affected our business and results of operations. The government of Venezuela has also devalued its currency several
times since 2013, which has also affected our business and results of operations. Going forward, additional
government actions, including further currency devaluations, foreign exchange price controls or political and social
unrest in Venezuela could have further adverse impacts on the Company.

Substantial political and economic uncertainty in Venezuela puts our local assets at risk.

We have a subsidiary in Venezuela, whose operations are currently suspended due to the economic and political
climate in that country. We hold fixed assets at this subsidiary and have incurred impairment charges related to our
long-lived assets in Venezuela in the past. If conditions continue to deteriorate, we may be at risk of additional losses
to our capital assets, including further declines in fair value or government confiscation of certain assets.

Conditions in the global economy, the geographic markets we serve, and the financial markets may adversely affect
us.

Concerns persist regarding the lingering effects of the European debt crisis and the ability of certain Eurozone
countries to meet future financial obligations; the overall stability of the Euro and the suitability of the Euro as a
single currency, given the diverse economic and political circumstances within individual Eurozone countries; and the
uncertainty relating to the British Pound Sterling, particularly in light of the United Kingdom's intended exit from the
European Union and the uncertainties regarding the terms of such exit. There have also been concerns regarding
slower growth in the Chinese economy and other Asian economies, as well as the economic effect of tensions in the
relationship between China and surrounding Asian countries. These concerns or market perceptions regarding these
and related issues could adversely affect the value of the Company's Euro-denominated assets and obligations. In
addition, concerns over the effect of this financial crisis on financial institutions in Europe, China and globally could
have an adverse impact on the economy generally, and more specifically on the consumers' demand for our products.

A decline in general economic conditions could lead to reduced consumer demand for the discretionary products we
sell.

Consumer spending patterns, especially discretionary spending for products such as mobile, consumer and accessory
electronics, are affected by, among other things, prevailing economic conditions, energy costs, raw material costs,
wage rates, inflation, consumer confidence and consumer perception of economic conditions. A general slowdown in
the U.S. and certain international economies or an uncertain economic outlook could have a material adverse effect on
our sales and operating results.

Changes in the retail industry could have a material adverse effect on our business or financial condition. 

In recent years, the retail industry has experienced consolidation, store closures, bankruptcies and other ownership
changes. In the future, retailers in the United States and in foreign markets may further consolidate, undergo
restructurings or reorganizations, or realign their affiliations, any of which could decrease the number of stores that
carry our products. Changing shopping patterns, including the rapid expansion of online retail shopping, have
adversely affected customer traffic in mall and outlet centers. We expect competition in the e-commerce market will
intensify. As a greater portion of consumer expenditures with retailers occurs online and through mobile commerce
applications, our brick-and-mortar wholesale customers who fail to successfully integrate their physical retail stores
and digital retail may experience financial difficulties, including store closures, bankruptcies or liquidations. We
cannot control the success of individual malls, and an increase in store closures by other retailers may lead to store
vacancies and reduced foot traffic. A continuation or worsening of these trends could have a material adverse effect on
our sales, results of operations, financial condition and cash flows.
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We purchase a significant amount of our products from suppliers in Pacific Rim countries and we are subject to the
economic risks associated with inherent changes in the social, political, regulatory and economic conditions not only
in these countries, but also in other countries we do business in, including our own.

We import most of our products from suppliers in the Pacific Rim. Countries in the Pacific Rim have experienced
significant social, political and economic upheaval over the past several years. Due to the large concentrations of our
purchases in Pacific Rim countries, particularly China, Hong Kong, South Korea, Vietnam, Malaysia and Taiwan, any
adverse changes in the social, political, regulatory and economic conditions in these countries may materially increase
the cost of the products that we buy from our foreign suppliers or delay shipments of products, which could have a
material adverse effect on our business. In addition, our dependence on foreign suppliers forces us to order products
further in advance than we would if our products were manufactured domestically. This increases the risk that our
products will become obsolete or face selling price reductions before we can sell our inventory.
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President Donald J. Trump and his administration took office in the United States on January 20, 2017. President
Trump has expressed apprehension toward existing trade agreements, suggesting renegotiation of The North
American Free Trade Agreement and the implementation of tariffs, duties, border taxes or other similar assessments
that could impact the level of trade between the U.S. and Mexico. The Trump Administration has also recently
introduced tariffs on China, with China imposing retaliatory tariffs on certain products from the United States.
President Trump has also publicly stated that he may seek to impose additional tariffs, duties, border taxes or other
similar assessments on products imported from China and other countries. In addition, on January 23, 2017, President
Trump signed a presidential memorandum to withdraw the U.S. from the Trans-Pacific Partnership. Such tariffs,
duties, border taxes or other assessments imposed on the products we import into the United States will increase the
total cost of these products and may decrease demand for such products. In addition, we may not be able to fully pass
the added cost of such tariffs, taxes, duties or assessments on to our customers, which may adversely affect our
business, financial condition and results of operations.

Our stock price could fluctuate significantly.

The market price of our common stock could fluctuate significantly in response to various factors and events,
including:

•operating results being below market expectations,
•announcements of technological innovations or new products by us or our competitors,
•loss of a major customer or supplier,
•changes in, or our failure to meet, financial estimates by securities analysts,
•industry developments,
•economic and other external factors,
•general downgrading of our industry sector by securities analysts,
•inventory write-downs, and
•ability to integrate acquisitions.

In addition, the securities markets have experienced significant price and volume fluctuations over the past several
years that have often been unrelated to the operating performance of particular companies. These market fluctuations
may also have a material adverse effect on the market price of our common stock.

We invest in marketable securities and other investments as part of our investing activities and from time to time,
provide additional funding in the form of loans. These investments fluctuate in value based on economic, operational,
competitive, political and technological factors. These investments could be subject to loss or impairment based on
their performance and loan balances may become uncollectible.

The Company has, in the past, incurred other-than-temporary impairments on its investments and continues to monitor
its investments in non-controlled corporations for potential future impairments. In addition, there is no guarantee that
the fair values recorded for other investments will be sustained in the future. From time to time, the Company may
also provide additional funding to investees in the form of loans, which are collateralized. Should the borrowers
default on the loans and should the collateral be insufficient to satisfy the total outstanding balance owed to Voxx, we
may not be able to recover 100% of these loan balances.

We are subject to governmental regulations.

We always face the possibility of new governmental regulations which could have a substantial effect on our
operations and profitability.  The Dodd-Frank Wall Street Reform and Consumer Protection Act contains provisions
to improve transparency and accountability concerning the supply of certain minerals, known as “conflict minerals,”
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originating from the Democratic Republic of Congo and adjoining countries. There are costs associated with
complying with these disclosure requirements, including for due diligence to determine the sources of conflict
minerals used in our products and other potential changes to products, processes or sources of supply as a
consequence of such verification activities. These rules could adversely affect the sourcing, supply and pricing of
materials used in our products. As there may be only a limited number of suppliers offering "conflict free" conflict
minerals, we cannot be sure that we will be able to obtain necessary conflict minerals from such suppliers in sufficient
quantities or at competitive prices. Also, we may face reputational challenges if we determine that certain of our
products contain minerals not determined to be conflict free or if we are unable to sufficiently verify the origins for all
conflict minerals used in our products through the procedures we may implement.

The recently passed comprehensive tax reform bill could adversely affect our business and financial condition.

On December 22, 2017, President Trump signed into law the Tax Cuts and Jobs Act ("TCJA"). The TCJA contains
significant changes to corporate taxation, including reduction of the corporate tax rate from a top marginal rate of 35%
to a flat rate of 21%,
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additional limitation on the tax deduction for interest expense and executive compensation, accelerates business asset
expensing, eliminates net operating loss carrybacks, and makes significant changes to the taxation of foreign earnings
including the imposition of a one-time repatriation tax on accumulated foreign earnings at reduced rates regardless of
whether they are repatriated and imposes a minimum tax on global intangible low tax income (“GILTI”). At this stage, it
is unclear how many U.S. states will incorporate these federal tax law changes or portions thereof into their tax codes.
Further, our effective tax rate may fluctuate as a result of the TCJA in future reporting periods.

We continue to examine the impact these changes may have on our business. Notwithstanding the reduction in the
corporate income tax rate, the overall impact of the TCJA is uncertain, and our results of operations, cash flows and
financial conditions, as well as the trading price of our Common Stock, could be adversely affected.

We are increasingly dependent on the continuous and reliable operation of our information technology systems, and a
disruption of these systems, resulting from cyber security attacks or other events, could adversely affect our business. 

We increasingly depend on our information technology, or IT, infrastructure in order to achieve our business
objectives. If we experience a problem that impairs this infrastructure, such as a computer virus, a problem with the
functioning of an important IT application, or an intentional disruption of our IT systems by a third party, the resulting
disruptions could impede our ability to record or process orders, manufacture and ship in a timely manner, or
otherwise carry on our business in the ordinary course. Any such events could cause us to lose customers or revenue
and could require us to incur significant expense to eliminate these problems and address related security concerns.

Computer viruses, malware, and other “hacking” programs and devices may cause significant damage, delays or
interruptions to our systems and operations or to certain of the products we sell, resulting in damage to our reputation
and brand names. They may also attack our infrastructure, industrial machinery, software or hardware causing
significant damage, delays or other service interruptions to our systems and operations. “Hacking” involves efforts to
gain unauthorized access to information or systems or to cause intentional malfunctions, loss or corruption of data,
software, hardware or other computer equipment. In addition, increasingly sophisticated malware may target
real-world infrastructure or product components, including certain of the products that we currently or may in the
future sell by attacking, disrupting, reconfiguring and/or reprogramming industrial control software. We may incur
significant costs to protect our systems and equipment against the threat of, and to repair any damage caused by,
computer viruses and hacking. Moreover, if a computer virus or hacking affects our systems or products, our
reputation and brand names could be materially damaged and use of our products may decrease.

A data privacy breach or failure to comply with data privacy laws could damage our reputation and customer
relationships, expose us to litigation risk and potential fines and adversely affect our business.

As part of our normal operations, we collect, process, transmit and where appropriate, retain certain confidential
employee and customer information, including credit card information. There is significant concern by consumers and
employees over the security of personal information, consumer identity theft and user privacy. Despite the security
measures we have in place, our facilities and systems, and those of our third party service providers, may be
vulnerable to security breaches, cyber-attacks, acts of vandalism, computer viruses, misplaced or lost data,
programming and/or human errors, or other similar events. As a result of recent security breaches at a number of
prominent companies, the media and public scrutiny of information security and privacy has become more intense and
the regulatory environment has become more uncertain. Any security breach involving the misappropriation, loss or
other unauthorized disclosure of confidential information, whether by us or our vendors, could result in significant
legal and remediation expenses, severely damage our reputation and our customer relationships, harm sales, expose us
to risks of litigation and liability and result in a material adverse effect on our business, financial condition and results
of operations. Additionally, changing privacy laws in the United States, Europe and elsewhere, including the adoption
by the European Union of the General Data Protection Regulation (“GDPR”), which becomes effective May 2018,
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creates new individual privacy rights and imposes increased obligations on companies handling personal data.
Consequently, we may incur significant costs related to prevention and to comply with laws regarding the protection
and unauthorized disclosure of personal information. A failure to comply with the stringent rules of the GDPR could
result in fines of up to €20 million.

We are responsible for product warranties and defects.

Whether we outsource manufacturing or manufacture products directly for our customers, we provide warranties for
all of our products for which we have provided an estimated liability. Therefore, we are highly dependent on the
quality of our suppliers’ products.

If we experience an increase in warranty claims, or if our costs associated with such warranty claims increase
significantly, we will begin to incur liabilities for potential warranty claims after the sale of our products at levels that
we have not previously
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incurred or anticipated. In addition, an increase in the frequency of our warranty claims or amount of warranty costs
may harm our reputation and could have a material adverse effect on our financial condition and results of operations.

We must comply with restrictive covenants in our debt agreements.

Our existing debt agreements contain a number of covenants, which limit our ability to, among other things, borrow
additional money, pay dividends, dispose of assets and acquire new businesses. These covenants also require us to
maintain a specified fixed charge coverage ratio. If the Company is unable to comply with these covenants, there
would be a default under these debt agreements, should we have debt outstanding. Changes in economic or business
conditions, results of operations or other factors could cause the Company to default under its debt agreements. A
default, if not waived by our lenders, could result in acceleration of our debt and possible bankruptcy.

We may be unable to collect amounts owed to us by our customers.
We typically grant our customers credit on a short-term basis. Related credit risks are inherent as we do not typically
collateralize receivables due from customers. We provide estimates for uncollectible accounts based primarily on our
judgment using historical losses, current economic conditions and individual evaluations of each customer as evidence
supporting the receivables valuations stated on our financial statements. However, our receivables valuation estimates
may not be accurate and receivables due from customers reflected in our financial statements may not be collectible.
Our inability to perform under our contractual obligations, or our customers’ inability or unwillingness to fulfill their
contractual commitments to us, may have a material adverse effect on our financial condition, results of operations
and cash flows.

We provide financial support to one of our subsidiaries through an intercompany loan agreement and may need to
secure additional financing for our own operations, but we cannot be sure that additional financing will be available.

We have entered into intercompany loan agreements with our majority owned subsidiary, EyeLock LLC, which is
expected to continue to require additional funding beyond one year. In funding the loans to EyeLock LLC, we have
less cash flow available to support our domestic operations and other activities. If we are unable to generate sufficient
cash flows in the future to support our operations and service our debt as a result of funding EyeLock LLC, we may be
required to refinance all or a portion of our existing debt, as applicable, or to obtain additional financing. There can be
no assurance that any refinancing will be possible or that any additional financing could be obtained on acceptable
terms. The inability to service or refinance our existing debt or to obtain additional financing would have a material
adverse effect on our financial position, liquidity, and results of operations.

Our capital resources may not be sufficient to meet our future capital and liquidity requirements.

We believe our current funds and available credit lines would provide sufficient resources to fund our existing
operations for the foreseeable future. However, we may need additional capital to operate our business if:

•market conditions change,
•our business plans or assumptions change,
•we make significant acquisitions,
•we need to make significant increases in capital expenditures or working capital,
•our restrictive covenants do not provide sufficient credit, or
•we need to continue to provide financial support to EyeLock LLC for an extended period of time.

We have recorded, or may record in the future, goodwill and other intangible assets as a result of acquisitions, and
changes in future business conditions could cause these investments to become impaired, requiring substantial
write-downs that would reduce our operating income.
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We evaluate the recoverability of recorded goodwill and other intangible asset amounts annually, or when evidence of
potential impairment exists.  The annual impairment test is based on several factors requiring judgment. Changes in
our operating performance, business conditions, or restrictions on our field of use resulted in an impairment of certain
intangible assets in Fiscal 2016, and could result in additional future impairments, which could be material to our
results of operations.

Our cash and cash equivalents could be adversely affected if the financial institutions in which we hold our cash and
cash equivalents fail.
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Our cash and cash equivalents consist of demand deposits and highly liquid money market funds with original
maturities of three months or less at the time of purchase. We maintain the cash and cash equivalents with major
financial institutions. Some deposits with these banks exceed the Federal Deposit Insurance Corporation ("FDIC")
insurance limits or similar limits in foreign jurisdictions. While we monitor daily the cash balances in the operating
accounts and adjust the balances as appropriate, these balances could be impacted if one or more of the financial
institutions with which we deposit fails or is subject to other adverse conditions in the financial or credit markets. To
date, we have experienced no loss or lack of access to our invested cash or cash equivalents; however, we can provide
no assurance that access to our invested cash and cash equivalents will not be impacted by adverse conditions in the
financial and credit markets.

If our sales during the holiday season fall below our expectations, our annual results could also fall below
expectations.

Seasonal consumer shopping patterns significantly affect our business. We generally make a substantial amount of our
sales and net income during September, October and November. We expect this trend to continue. December is also a
key month for us, due largely to the increase in promotional activities by our customers during the holiday season. If
the economy faltered in these periods, if our customers altered the timing or frequency of their promotional activities
or if the effectiveness of these promotional activities declined, particularly around the holiday season, it could have a
material adverse effect on our annual financial results.

Our business could be affected by weather-related factors.

Our results of operations may be adversely affected by weather-related factors. Severe winter weather conditions may
deter or prevent patrons from reaching facilities where our products are sold. Although our budget assumes certain
seasonal fluctuations in our revenues to ensure adequate cash flow during expected periods of lower revenues, we
cannot ensure that weather-related factors will not have a material adverse effect on our operations.

Our products could infringe the intellectual property rights of others and we may be exposed to costly litigation.

The products we sell are continually changing as a result of improved technology.  Although we and our suppliers
attempt to avoid infringing known proprietary rights of third parties in our products, we may be subject to legal
proceedings and claims for alleged infringement by us, our suppliers or our distributors, or of a third party’s patents,
trade secrets, trademarks or copyrights.

Any claims relating to the infringement of third-party proprietary rights, even if not meritorious, could result in costly
litigation, divert management’s attention and resources, or require us to either enter into royalty or license agreements
which are not advantageous to us or pay material amounts of damages.  In addition, parties making these claims may
be able to obtain an injunction, which could prevent us from selling our products.  We may increasingly be subject to
infringement claims as we expand our product offerings.

Acquisitions and strategic investments may divert our resources and management attention; results may fall short of
expectations.

We intend to continue pursuing selected acquisitions of and investments in businesses, technologies and product lines
as a key component of our growth strategy.  Any future acquisition or investment may result in the use of significant
amounts of cash, potentially dilutive issuances of equity securities, or the incurrence of debt and amortization
expenses related to intangible assets.  Acquisitions involve numerous risks, including:

•
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difficulties in the integration and assimilation of the operations, technologies, products and personnel of an acquired
business;
•diversion of management’s attention from other business concerns;
•increased expenses associated with the acquisition, and
•potential loss of key employees or customers of any acquired business.

We cannot assure you that our acquisitions will be successful and will not adversely affect our business, results of
operations or financial condition.

We depend heavily on existing directors, management and key personnel and our ability to recruit and retain qualified
personnel.

Our success depends on the continued efforts of our directors, executives and senior vice presidents, many of whom
have worked with VOXX International Corporation for several decades, as well as our other executive officers and
key employees. We have employment contracts with most of our executive officers. The loss or interruption of the
continued full-time service of certain of our executive officers and key employees could have a material adverse effect
on our business.
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In addition, to support our continued growth, we must effectively recruit, develop and retain additional qualified
personnel both domestically and internationally. Our inability to attract and retain necessary qualified personnel could
have a material adverse effect on our business.

John J. Shalam, our Chairman, controls a significant portion of the voting power of our common stock and can
exercise control over our affairs.

Mr. Shalam beneficially owns approximately 52% of the combined voting power of both classes of common stock.
This will allow him to elect the majority of our Board of Directors and, in general, determine the outcome of any other
matter submitted to the stockholders for approval. Mr. Shalam's voting power may have the effect of delaying or
preventing a change in control of the Company.

We have two classes of common stock: Class A common stock is traded on the Nasdaq Stock Market under the
symbol VOXX and Class B common stock, which is not publicly traded and substantially all of which is beneficially
owned by Mr. Shalam. Each share of Class A common stock is entitled to one vote per share and each share of
Class B common stock is entitled to ten votes per share. Class A shareholders vote separately for the election/removal
of the Class A directors, while both classes vote together as a single class on all other matters and as otherwise may be
required by Delaware law. Since our charter permits shareholder action by written consent, Mr. Shalam may be able to
take significant corporate actions without prior notice and a shareholder meeting.

We exercise our option for the "controlled company" exemption under NASDAQ rules.

The Company has exercised its right to the "controlled company" exemption under NASDAQ rules which enables us
to forego certain NASDAQ requirements which include: (i) maintaining a majority of independent directors; (ii)
electing a nominating committee composed solely of independent directors; (iii) ensuring the compensation of our
executive officers is determined by a majority of independent directors or a compensation committee composed solely
of independent directors; and (iv) selecting, or recommending for the Board's selection, director nominees, either by a
majority of the independent directors or a nominating committee composed solely of independent directors. Although
we do not maintain a nominating committee and do not have a majority of independent directors, the Company notes
that at the present time we do maintain a compensation committee comprised solely of independent directors who
approve executive compensation, and the recommendations for director nominees are governed by a majority of
independent directors. However, election of the "controlled company" exemption under NASDAQ rules allows us to
modify our position at any time.

Other Risks

Other risks and uncertainties include:

•additional changes in U.S. federal, state and local law,
•our ability to implement operating cost structures that align with revenue growth,
•additional trade sanctions against or for foreign countries,
•successful integration of business acquisitions and new brands in our distribution network,
•compliance with the Sarbanes-Oxley Act, and
•compliance with complex financial accounting and tax standards, both foreign and domestic.

Item 1B-Unresolved Staff Comments
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As of the filing of this annual report on Form 10-K, there were no unresolved comments from the staff of the
Securities and Exchange Commission.

Item 2-Properties

Our Corporate headquarters is located at 2351 J. Lawson Blvd. in Orlando, Florida.  In addition, as of February 28,
2018, the Company leased a total of 14 operating facilities or offices located in 7 states as well as China, Canada,
Mexico, and Hong Kong. The leases have been classified as operating leases.  Within the United States, these
facilities are located in Georgia, New York, Ohio, New Jersey, Texas, Arkansas and Michigan. The Company also
owns 8 of its operating facilities or offices located in New York, Indiana, Florida, and Arkansas in the United States,
as well as in Germany and Venezuela. These facilities serve as offices, warehouses, manufacturing facilities and
distribution centers. Additionally, we utilize public warehouse facilities located in Virginia, Nevada, Indiana, Florida,
Mexico, China, the Netherlands, Germany and Canada.

19

Edgar Filing: VOXX International Corp - Form 10-K

36



Item 3-Legal Proceedings

The Company is currently, and has in the past, been a party to various routine legal proceedings incident to the
ordinary course of business. If management determines, based on the underlying facts and circumstances, that it is
probable a loss will result from a litigation contingency and the amount of the loss can be reasonably estimated, the
estimated loss is accrued for. The Company does not believe that any of its outstanding litigation matters will have a
material adverse effect on the Company's financial statements, individually or in the aggregate.

The products the Company sells are continually changing as a result of improved technology.  As a result, although
the Company and its suppliers attempt to avoid infringing known proprietary rights, the Company may be subject to
legal proceedings and claims for alleged infringement by patent, trademark or other intellectual property owners.  Any
claims relating to the infringement of third-party proprietary rights, even if not meritorious, could result in costly
litigation, divert management’s attention and resources, or require the Company to either enter into royalty or license
agreements which are not advantageous to the Company, or pay material amounts of damages.

Item 4-Removed and Reserved

None
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PART II

Item 5-Market for the Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market Information

The Class A Common Stock of Voxx is traded on the Nasdaq Stock Market under the symbol "VOXX."   The
following table sets forth the low and high sale price of our Class A Common Stock, based on the last daily sale in
each of the last eight fiscal quarters:

Year ended February 28, 2018 High Low
First Quarter $7.30 $4.50
Second Quarter 8.90 6.00
Third Quarter 8.70 6.30
Fourth Quarter 6.85 5.15

Year ended February 28, 2017 High Low
First Quarter $4.92 $2.97
Second Quarter 3.36 2.53
Third Quarter 5.70 2.50
Fourth Quarter 5.30 4.15

Dividends

We have not paid or declared any cash dividends on our common stock. We have retained, and currently anticipate
that we will continue to retain, all of our earnings for use in developing our business. Future cash dividends, if any,
will be paid at the discretion of our Board of Directors and will depend, among other things, upon our future
operations and earnings, capital requirements and surplus, general financial condition, contractual restrictions and
such other factors as our Board of Directors may deem relevant giving consideration to any requirements or
restrictions under the Company's credit agreement (see Note 7(a) to the Notes to the Consolidated Financial
Statements).

Holders

There are 748 holders of record of our Class A Common Stock and 4 holders of Class B Convertible Common Stock.

Issuer Purchases of Equity Securities

In May 1999, we were authorized by the Board of Directors to repurchase up to 1,563,000 shares of Class A Common
Stock in the open market under a share repurchase program (the "Program").  In July 2006, the Board of Directors
authorized an additional repurchase up to 2,000,000 shares of Class A Common Stock in the open market in
connection with the Program.  During the year ended February 28, 2018, the Company did not purchase any shares.
As of February 28, 2018, the cumulative total of acquired shares (net of reissuances of 11,635) pursuant to the
program was 2,168,094, with a cumulative value of $21,176. The remaining authorized share repurchase balance is
1,383,271 at February 28, 2018.

Performance Graph

Edgar Filing: VOXX International Corp - Form 10-K

38



The following table compares the annual percentage change in our cumulative total stockholder return on our Class A
common stock during a period commencing on February 28, 2013 and ending on February 28, 2018 with the
cumulative total return of the Nasdaq Stock Market (U.S.) Index and our SIC Code Index, during such period.
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*$100 invested on 2/28/13 in stock or index, including reinvestment of dividends.
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Item 6-Selected Consolidated Financial Data

The following selected consolidated financial data for the last five years should be read in conjunction with the
consolidated financial statements and related notes and "Management's Discussion and Analysis of Financial
Condition and Results of Operations" of this Form 10-K. The Company's financial statements for the prior periods
presented herein have been recast to reflect a certain business that was classified as discontinued operations during the
second quarter of Fiscal 2018. See Note 2 of the Notes to the Consolidated Financial Statements for additional
information.

Year
Ended

Year
Ended

Year
Ended

Year
Ended

Year
Ended

February
28, 2018

February
28, 2017

February
29, 2016
(1)

February
28, 2015
(2)

February
28, 2014
(3)

Consolidated Statement of Operations Data

Net sales $507,092 $514,530 $530,206 $585,360 $640,084
Operating (loss) income (19,099 ) (8,168 ) (17,067 ) 8,604 (38,265 )
Net loss from continuing operations (6,659 ) (9,268 ) (10,821 ) (7,087 ) (31,541 )
Net income from discontinued operations, net of taxes 34,618 6,066 4,758 6,145 4,944
Net income (loss) attributable to VOXX International
Corporation 35,304 4,422 (2,682 ) (942 ) (26,597 )

Earnings (loss) per share - basic:
Continuing operations $0.03 $(0.07 ) $(0.31 ) $(0.29 ) $(1.31 )
Discontinued operations $1.43 $0.25 $0.20 $0.25 $0.21
Attributable to VOXX International Corporation $1.45 $0.18 $(0.11 ) $(0.04 ) $(1.10 )

Earnings (loss) per share - diluted:
Continuing operations $0.03 $(0.07 ) $(0.31 ) $(0.29 ) $(1.31 )
Discontinued operations $1.41 $0.25 $0.20 $0.25 $0.21
Attributable to VOXX International Corporation $1.44 $0.18 $(0.11 ) $(0.04 ) $(1.10 )

As of As of As of As of As of
February
28,

February
28,

February
29,

February
28,

February
28,

2018 2017 2016 (1) 2015 (2) 2014 (3)
Consolidated Balance Sheet Data

Total assets $575,644 $668,486 $667,190 $677,513 $747,150
Working capital 170,472 143,281 132,167 154,312 179,077
Long-term obligations (4) 30,139 147,104 139,412 133,970 170,786
Stockholders' equity 450,118 391,315 395,894 396,140 429,584

(1)
Fiscal 2016 amounts reflect the acquisition of a controlling interest in all of the assets and certain liabilities of
EyeLock Inc. and EyeLock Corporation (see Note 2 of the Notes to Consolidated Financial Statements), as well as
intangible asset impairment charges.

(2)Fiscal 2015 amounts include Venezuela currency devaluation and impairment charges related to Venezuelainvestment properties.
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(3)Fiscal 2014 amounts include a goodwill impairment charge, as well as impairment charges related to intangible andlong-lived assets.

(4)Long-term obligations include long-term debt, capital lease obligations, deferred compensation, deferred and othertax liabilities, as well as other long-term liabilities.

Item 7-Management's Discussion and Analysis of Financial Condition and Results of Operations ("MD&A")

This section should be read in conjunction with the "Cautionary Statements" and "Risk Factors" in Item 1A of Part I,
and Item 8 of Part II, "Consolidated Financial Statements and Supplementary Data."

We begin Management’s Discussion and Analysis of Financial Condition and Results of Operations with an overview
of the business, including our strategy to give the reader a summary of the goals of our business and the direction in
which our business is moving.  This is followed by a discussion of the Critical Accounting Policies and Estimates that
we believe are important to understanding the assumptions and judgments incorporated in our reported financial
results. In the next section, we discuss our Results of Operations for the year ended February 28, 2018 compared to
the years ended February 28, 2017 and February 29, 2016. Next, we present adjusted EBITDA and diluted adjusted
EBITDA per common share for the year ended February 28, 2018 compared to the years ended February 28, 2017 and
February 29, 2016 in order to provide a useful and appropriate supplemental measure of our performance. We then
provide an analysis of changes in our balance sheet and cash flows and discuss our financial commitments in the
sections entitled "Liquidity and Capital Resources."  We conclude this MD&A with a discussion of "Related Party
Transactions" and "Recent Accounting Pronouncements."

Business Overview and Strategy

VOXX International Corporation ("Voxx," "We," "Our," "Us," or the "Company") is a leading international
distributor, manufacturer and value-added service provider in the automotive, premium audio and consumer accessory
industries.  We conduct our business through sixteen wholly-owned subsidiaries and one majority owned
subsidiary.  Voxx has a broad portfolio of brand names used to market our products as well as private labels through a
large domestic and international distribution network.  We also function as an OEM ("Original Equipment
Manufacturer") supplier to several customers, as well as market a number of products under exclusive distribution
agreements.

In recent years, we have focused on our intention to acquire synergistic businesses with the addition of several new
subsidiaries.  These subsidiaries have helped us to expand our core business and broaden our presence in the accessory
and OEM markets.  Our acquisitions of Klipsch and Invision provided the opportunity to enter the manufacturing
arena, and our acquisition of a controlling interest in EyeLock Inc. and EyeLock Corporation has allowed us to enter
the growing and innovative biometrics market.  Our intention is to continue to pursue business opportunities which
will allow us to further expand our business model while leveraging overhead and exploring specialized niche markets
in the electronics industry. Notwithstanding the above acquisitions, if the appropriate opportunity arises, the Company
has been willing to explore the potential divestiture of a product line or business, such as with the sale of the
Company's Hirschmann subsidiary on August 31, 2017.

The Company aligns its subsidiaries in three operating and reporting segments, based upon our products and internal
organizational structure. The operating and reporting segments consist of the Automotive, Premium Audio and
Consumer Accessories segments. The characteristics of our operations that are relied on in making and reviewing
business decisions within these segments include the similarities in our products, the commonality of our customers,
suppliers and product developers across multiple brands, our unified marketing and distribution strategy, our
centralized inventory management and logistics, and the nature of the financial information used by our Chief
Operating Decision Maker ("CODM").  The CODM reviews the financial results of the Company based on the
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performance of the Automotive, Premium Audio and Consumer Accessories groups.

The Company’s domestic and international business is subject to retail industry trends and conditions and the sales of
new and used vehicles. Recent worldwide economic conditions have had an adverse impact on consumer spending. If
the global macroeconomic environment does not continue to improve or if it deteriorates further, this could have a
negative effect on the Company’s revenues and earnings. In an attempt to offset the recent market conditions, the
Company continues to explore strategies and alternatives to reduce its operating expenses, such as the consolidation of
facilities and IT systems, and has been introducing new products to obtain a greater market share. The Company
continues to focus on cash flow and anticipates having sufficient resources to operate during Fiscal 2019.

Although we believe our product groups have expanding market opportunities, there are certain levels of volatility
related to domestic and international markets, new car sales, increased competition by manufacturers, private labels,
technological advancements, discretionary consumer spending and general economic conditions.  Also, all of our
products are subject to price fluctuations which could affect the carrying value of inventories and gross margins in the
future.
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Acquisitions and Dispositions

We have acquired and integrated several businesses, as well as divested certain businesses, the most recent of which
are outlined in the Acquisitions and Dispositions section of Part I and presented in detail in Note 2 to the Notes to the
Consolidated Financial Statements.

Net Sales Growth

Net sales from continuing operations over a five-year period have decreased (20.8)% from $640,084 for the year
ended February 28, 2014 to $507,092 for the year ended February 28, 2018.  During this period, our sales were
adversely impacted by the following items:

•Volatility in core Automotive, Premium Audio and Consumer Accessories sales due to increased competition, lowerselling prices, changes in technology and demand, and the volatility of the national and global economy;

•the discontinuance and reduction of various high volume/low margin product lines such as camcorders, clock radios,digital players, digital voice recorders, and portable DVD players;

•the sale of certain branded product inventory of the Company to a third party in order to license the brand name for acommission;
•political and economic volatility in Venezuela; and
•Euro devaluation against the U.S. Dollar.

These items were partially offset by:

•
the introduction of new products and lines across the Automotive, Premium Audio and Consumer Accessories
segments, such as: mobile multi-media devices; various Bluetooth and wireless speaker products; neckband, on-ear,
in-ear and over-ear headphones; mobile iPad and iPod interfaces; and nursery products.

Critical Accounting Policies and Estimates

General

Our consolidated financial statements are prepared in conformity with accounting principles generally accepted in the
United States of America. The preparation of these financial statements requires us to make certain estimates,
judgments and assumptions that we believe are reasonable based upon the information available. These estimates and
assumptions can be subjective and complex and may affect the reported amounts of assets and liabilities, revenues and
expenses reported in those financial statements. As a result, actual results could differ from such estimates and
assumptions. The significant accounting policies and estimates which we believe are the most critical in fully
understanding and evaluating the reported consolidated financial results include the following:

Revenue Recognition

We recognize revenue from product sales at the time title and risk of loss passes to the customer either at FOB
Shipping Point or FOB Destination, based upon terms established with the customer. Any customer acceptance
provisions, which are related to product testing, are satisfied prior to revenue recognition. We have no further
obligations subsequent to revenue recognition except for returns of product from customers. We accept returns of
products only if properly requested, authorized and approved.  We continuously monitor and track such product
returns and record the provision for the estimated amount of such future returns at point of sale, based on historical
experience.
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Sales Incentives

We offer sales incentives to our customers in the form of (1) co-operative advertising allowances; (2) market
development funds; (3) volume incentive rebates; and (4) other trade allowances.  We account for sales incentives in
accordance with ASC 605-50 "Customer Payments and Incentives" ("ASC 605-50"). Except for other trade
allowances, all sales incentives require the customer to purchase our products during a specified period of time. All
sales incentives require customers to claim the sales incentive within a certain time period (referred to as the "claim
period").  All costs associated with sales incentives are classified as a reduction of net sales.
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The accrual balance for sales incentives at February 28, 2018 and February 28, 2017 was $14,020 and $13,154,
respectively.  Although we make our best estimate of sales incentive liabilities, many factors, including significant
unanticipated changes in the purchasing volume and the lack of claims from customers could have a significant impact
on the liability for sales incentives and reported operating results.

Unearned sales incentives are volume incentive rebates where the customer did not purchase the required minimum
quantities of product during the specified time. Volume incentive rebates are reversed into income in the period when
the customer did not reach the required minimum purchases of product during the specified time. Unclaimed sales
incentives are sales incentives earned by the customer, but the customer has not claimed payment within the claim
period (period after program has ended). Unclaimed sales incentives are investigated in a timely manner after the end
of the program and reversed if deemed appropriate. 

Accounts Receivable

We perform ongoing credit evaluations of our customers and adjust credit limits based upon payment history and
current credit worthiness, as determined by a review of current credit information. We continuously monitor
collections from our customers and maintain a provision for estimated credit losses based upon historical experience
and any specific customer collection issues that have been identified.  While such credit losses have historically been
within management's expectations and the provisions established, we cannot guarantee that we will continue to
experience the same credit loss rates that have been experienced in the past. Since our accounts receivable are
concentrated in a relatively few number of large customers, a significant change in the liquidity or financial position
of any one of these customers could have a material adverse impact on the collectability of accounts receivable and
our results of operations.

The Company has supply chain financing agreements and factoring agreements with certain financial institutions for
the purpose of accelerating receivable collection and better managing cash flow. Under the agreements, the Company
has agreed to sell certain of its accounts receivable balances to these institutions, who have agreed to advance amounts
equal to the net accounts receivable balances due, less a discount as set forth in the respective agreements. The
balances under these agreements are accounted for as sales of accounts receivable, as they are sold without recourse.
Cash proceeds from these agreements are reflected as operating activities included in the change in accounts
receivable in the Company's Consolidated Statements of Cash Flows. Total balances sold, net of discounts, for the
years ended February 28, 2018, February 28, 2017 and February 29, 2016 were approximately $142,000, $141,000
and $154,000, respectively. Fees incurred in connection with the agreements totaled $957, $877 and $770 for the
years ended February 28, 2018, February 28, 2017 and February 29, 2016, respectively, and are recorded as interest
expense by the Company.

Inventory

We value our inventory at the lower of the actual cost to purchase or the net realizable value of the inventory. Net
realizable value is defined as estimated selling prices, less cost of completion, disposal, and transportation. We
regularly review inventory quantities on-hand and record a provision in cost of sales for excess and obsolete inventory
based primarily on selling prices, indications from customers based upon current price negotiations, and purchase
orders. The cost of the inventory is determined primarily on a weighted moving average basis, with a portion valued at
standard cost, which approximates actual costs on the first in, first out basis. Our industry is characterized by rapid
technological change and frequent new product introductions that could result in an increase in the amount of obsolete
inventory quantities on-hand.  In addition, and as necessary, specific reserves for future known or anticipated events
may be established. During the years ended February 28, 2018, February 28, 2017 and February 29, 2016, we
recorded inventory write-downs of $2,733, $1,987 and $1,008, respectively.
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Estimates of excess and obsolete inventory may prove to be inaccurate, in which case we may have understated or
overstated the provision required for excess and obsolete inventory.  Although we make every effort to ensure the
accuracy of our forecasts of future product demand, any significant unanticipated changes in demand or technological
developments could have a significant impact on the carrying value of inventory and our results of operations.

Asset Impairments

As of February 28, 2018, intangible assets totaled $150,320 and property, plant and equipment totaled $61,717
(excluding Venezuelan investment properties of $3,542, which are discussed below). Management makes estimates
and assumptions in preparing the consolidated financial statements for which actual results will emerge over long
periods of time. This includes the recoverability of long-lived assets employed in the business, including assets of
acquired businesses. These estimates and assumptions are closely monitored by management and periodically adjusted
as circumstances warrant. For instance, expected asset lives may be shortened or an impairment recorded based upon a
change in the expected use of the asset or performance of
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the related asset group. At the present time, management intends to continue the development, marketing and selling
of products associated with its intangible assets, and there are no known restrictions on the continuation of their use.

Certain indefinite lived trademarks were impaired during the second and fourth quarter of Fiscal 2016, resulting in
impairment charges of $6,210 and $2,860, respectively. No impairment losses were recorded related to indefinite lived
intangible assets during Fiscal 2018 and Fiscal 2017.

The cost of other intangible assets with definite lives and long-lived assets are amortized on a straight-line basis over
their respective lives.  Management has determined that the current lives of these assets are appropriate. Management
has determined that there were no indicators of impairment that would cause the carrying values related to intangible
assets with definite lives to exceed their expected future cash flows at February 28, 2018.  

Approximately 52.7% of our indefinite-lived trademarks ($53,444) are at risk of impairment as of February 28, 2018.
The Company uses an income approach, based on the relief from royalty method, to value the indefinite-lived
trademarks as part of its impairment test. This impairment test involves the use of accounting estimates and
assumptions, changes in which could materially impact our financial condition or operating performance if actual
results differ from such estimates and assumptions. The critical assumptions in the discounted cash flow model
include revenues, long-term growth rates, royalty rates, and discount rates. Management exercises judgment in
developing these assumptions. Certain of these assumptions are based upon industry projections, facts specific to the
trademarks and consideration of our long-term view for the trademark and the markets we operate in. If we were to
experience sales declines, a significant change in operating margins which may impact estimated royalty rates, an
increase in our discount rates, and/or a decrease in our projected long-term growth rates, there would be an increased
risk of impairment of these indefinite-lived trademarks.

Voxx’s goodwill totaled $54,785 as of February 28, 2018. Goodwill is tested for impairment as of the last day of each
fiscal year at the reporting unit level. Application of the goodwill impairment test requires judgment, including the
identification of reporting units, assignment of assets and liabilities to reporting units, assignment of goodwill to
reporting units, and estimation of the fair value of each reporting unit. Based on the Company's goodwill impairment
assessment, all the reporting units with goodwill had estimated fair values as of February 28, 2018 that exceeded their
carrying values. As a result of the annual assessment, no impairment charges were recorded related to goodwill during
Fiscal 2018, Fiscal 2017 or Fiscal 2016.

Goodwill allocated to our Klipsch, Invision, and Rosen reporting units was 84.9% ($46,533), 13.5% ($7,372), and
1.6% ($880), respectively. The fair values of the Klipsch and Invision reporting units are greater than their carrying
values by approximately 157% ($21,999) and 19% ($5,128), respectively, as of February 28, 2018. The Company
uses a discounted cash flow model to value the reporting unit as part of its impairment test. This impairment test
involves the use of accounting estimates and assumptions, changes in which could materially impact our financial
condition or operating performance if actual results differ from such estimates and assumptions. The critical
assumptions in the discounted cash flow model are revenues, operating margins, working capital and a discount rate
(developed using a weighted average cost of capital analysis). Management exercises judgment in developing these
assumptions. Certain of these assumptions are based upon industry projections, facts specific to the reporting unit,
market participant assumptions and data, and consideration of our long-term view for the reporting unit and the
markets we operate in. If the Klipsch reporting unit were to experience sales declines, sustained pricing pressures,
unfavorable operating margins, lack of new product acceptance by consumers, changes in consumer trends and
preferred shopping channels, less than anticipated results for the holiday season, an increase to the discount rate,
and/or a decrease in our projected long-term growth rates used in the discounted cash flow model, there would be an
increased risk of goodwill impairment for the Klipsch reporting unit. If the Invision reporting unit experienced an
increase to the discount rate, a lack or delay in new product acceptance, or a change in our projected long-term growth
rates used in the discounted cash flow model, there would be an increased risk of goodwill impairment for the Invision
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reporting unit. If the Rosen reporting unit experienced an increase to the discount rate, sales declines, changes in
consumer trends, or a decrease in our projected long-term growth rates used in the discounted cash flow model, there
would be an increased risk of goodwill impairment for the Rosen reporting unit.

Long-lived assets and certain identifiable intangibles are reviewed for impairment in accordance with ASC 360
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to future
undiscounted net cash flows expected to be generated by the asset. Recoverability of long-lived assets is measured by
comparing the carrying amount of the assets to their estimated fair market value. If such assets are considered to be
impaired, the impairment to be recognized is measured by the amount by which the carrying amount of the assets
exceeds the fair value of the assets.

The Company holds certain long-lived assets in Venezuela, which are held for investment purposes. The value of the
Company's properties held for investment purposes in Venezuela is $3,542 as of February 28, 2018. The Company
continues to monitor the
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economic conditions and recoverability of these assets as necessary. Any changes in accounting estimates and
assumptions could result in further impairment charges from these long-lived assets.

Warranties

We offer warranties of various lengths depending upon the specific product.  Our standard warranties require us to
repair or replace defective product returned by both end users and customers during such warranty period at no cost.
We record an estimate for warranty related costs in cost of sales, based upon actual historical return rates and repair
costs at the time of sale. The total estimated liability for future warranty expense, which has been included in accrued
expenses and other current liabilities, amounted to $4,261 at February 28, 2018 and $3,911 at February 28,
2017. While warranty costs have historically been within expectations and the provisions established, we cannot
guarantee that we will continue to experience the same warranty return rates or repair costs that have been experienced
in the past. A significant increase in product return rates, or a significant increase in the costs to repair products, could
have a material adverse impact on our operating results.

Stock-Based Compensation

We use the Black-Scholes option pricing model to compute the estimated fair value of stock-based awards.  The
Black-Scholes option pricing model includes assumptions regarding dividend yields, expected volatility, expected
option term and risk-free interest rates.  The assumptions used in computing the fair value of stock-based awards
reflect our best estimates, but involve uncertainties relating to market and other conditions, many of which are outside
of our control.  We estimate expected volatility by considering the historical volatility of our stock, the implied
volatility of publicly traded stock options in our stock and our expectations of volatility for the expected term of
stock-based compensation awards. For restricted stock awards, the fair value of the award is the price on the date of
grant. As a result, if other assumptions or estimates had been used for options or restricted stock awards granted in the
current and prior periods, the total stock-based compensation expense from continuing operations of $502 that was
recorded for the year ended February 28, 2018 could have been materially different.  Furthermore, if different
assumptions are used in future periods, stock-based compensation expense could be materially impacted in the future.

Income Taxes

We account for income taxes in accordance with the guidance issued under Statement ASC 740, "Income Taxes" with
consideration for uncertain tax positions.  We record a valuation allowance to reduce our deferred tax assets to the
amount of future tax benefit that is more likely than not to be realized.
Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized
for the future tax consequences attributable to differences between the financial statement carrying amounts of
existing assets and liabilities and their respective tax basis and operating loss and tax credit carryforwards. In
evaluating our ability to recover our deferred tax assets within the jurisdiction from which they arise, we consider all
positive and negative evidence including the results of recent operations, scheduled reversal of deferred tax liabilities,
future taxable income and tax planning strategies. Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled (see Note 8). The effect on deferred tax assets and liabilities of a change in tax rates is recognized
in income in the period that includes the enactment date.
The Company accounts for uncertain tax positions in accordance with the authoritative guidance issued under ASC
740, which addresses the determination of whether tax benefits claimed or expected to be claimed on a tax return
should be recorded in the financial statements.  The Company may recognize the tax benefit from an uncertain tax
position only if it is more likely than not that the tax position will be sustained on examination by the taxing
authorities based on the technical merits of the position.  The tax benefits recognized in the financial statements from
such position should be measured based on the largest benefit that has a greater than fifty percent likelihood of being

Edgar Filing: VOXX International Corp - Form 10-K

51



realized upon ultimate settlement.  The Company provides loss contingencies for federal, state and international tax
matters relating to potential tax examination issues, planning initiatives and compliance responsibilities. The
development of these reserves requires judgments about tax issues, potential outcomes and timing, which if different,
may materially impact the Company's financial condition and results of operations. The Company classifies interest
and penalties associated with income taxes as a component of Income Tax Expense (Benefit) on the Consolidated
Statement of Operations and Comprehensive Income (Loss). See Note 8 for discussion of the enactment of the Tax
Cuts and Job Acts on December 22, 2017.

Results of Operations

Included in Item 8 of this annual report on Form 10-K are the Consolidated Balance Sheets as of February 28, 2018
and February 28, 2017 and the Consolidated Statements of Operations and Comprehensive Income (Loss),
Consolidated Statements of Stockholders’
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Equity and Consolidated Statements of Cash Flows for the years ended February 28, 2018, February 28, 2017 and
February 29, 2016. In order to provide the reader meaningful comparison, the following analysis provides comparison
of the audited year ended February 28, 2018 with the audited years ended February 28, 2017, and February 29, 2016.
We analyze and explain the differences between periods in the specific line items of the Consolidated Statements of
Operations and Comprehensive Income (Loss).

The Company's financial statements for the prior periods presented herein have been recast to reflect a certain
business that was classified as discontinued operations during the second quarter of Fiscal 2018. See Note 2 of the
Notes to the Consolidated Financial Statements for additional information.

Year Ended February 28, 2018 Compared to the Years Ended February 28, 2017 and February 29, 2016 

Continuing Operations

The following table sets forth, for the periods indicated, certain Statement of Operations data for the years ended
February 28, 2018 ("Fiscal 2018"), February 28, 2017 ("Fiscal 2017") and February 29, 2016 ("Fiscal 2016").

Net Sales

Fiscal Fiscal Fiscal
2018 2017 2016

Automotive $155,480 $170,729 $201,125
Premium Audio 172,406 166,789 140,508
Consumer Accessories 178,756 176,216 187,272
Corporate 450 796 1,301
Total net sales $507,092 $514,530 $530,206

Fiscal 2018 

Automotive sales, which include both OEM and aftermarket automotive electronics, represented 30.7% of the net
sales for the year ended February 28, 2018, compared to 33.2% in the prior year. The Company experienced a
decrease in automotive sales during the year ended February 28, 2018 partially due to the continued decline in satellite
radio sales, as a result of most vehicles being built equipped with these products as standard vehicle options.
Additionally, the Company had a decrease in sales during the year ended February 28, 2018 related to its international
OEM manufacturing line as a result of the completion of a program with Bentley during the first quarter of Fiscal
2018, with final spare parts shipments during the first half of the fiscal year. Within the Company's domestic OEM
manufacturing lines, there was a slight decrease in sales during the year ended February 28, 2018 related to the
winding down of certain headrest programs with General Motors and Ford in preparation for new programs which
experienced delayed launches. These programs began at the end of the third quarter of Fiscal 2018. The decreases in
sales were partially offset by a net increase in aftermarket product sales primarily due to overhead and headrest DVD
player sales resulting from the Company's acquisition of Rosen Electronics LLC during the first quarter of Fiscal
2018, as well as increases to domestic OEM sales during the year ended February 28, 2018 due to additional vehicle
models added to existing programs with Subaru.

Premium Audio sales represented 34.0% of net sales for the year ended February 28, 2018 as compared to 32.4% in
the prior year.  Sales in Premium Audio increased for the year ended February 28, 2018 partially as a result of an
increase in sales of several of its existing lines of home entertainment speakers due to successful marketing and
promotional activity. Additionally, sales have increased in this segment as a result of the introduction of several new
products, including various lines of HD wireless speakers, wireless soundbars, Klipsch Heritage products, and
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wireless and multi-room streaming audio systems, including Capital Records branded products, which launched
throughout Fiscal 2018. The Company also offered several close out promotions on certain soundbar models that have
been phased out to make room for newer product lines, which resulted in further sales increases during the fiscal year.
Finally, within the Company's European market, a modest increase in the Euro also resulted in a positive impact on
sales revenue. These increases were partially offset by decreases in sales of mobility products during the year ended
February 28, 2018, such as wireless headphones and portable bluetooth speakers, as a result of certain vendor delays
on some of the Company's new headphone and neckband lines, as well as decreases in wired headphone products due
to changes in technology and the migration toward wireless products. The segment also experienced a decrease in
commercial speaker sales due to the delay of certain projects and programs, which is primarily a result of slower box
office sales that have affected many of the Company's cinema customers.
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Consumer Accessories represented 35.3% of our net sales for the year ended February 28, 2018, compared to 34.2%
in the prior year. The Company experienced increases in sales during the year ended February 28, 2018 related to its
new Striiv activity tracking bands, which launched during the second quarter of Fiscal 2018, as well as an increase in
sales of the Company's new Project Nursery line, which includes baby monitors, and launched in the second quarter of
Fiscal 2017. The Company also experienced an increase in sales of wireless speakers as a result of new orders and
placements at retailers, and the launch of new product lines. Additionally, during the year ended February 28, 2018,
the Company experienced an increase in international sales, primarily due to the roll out of an upgrade to the digital
broadcasting platform in Europe during Fiscal 2017, which has required consumers to purchase new equipment, such
as set top boxes, as well as due to a modest increase in the Euro, which contributed positively to the Company's
revenues for the year. As an offset to these increases, the Company experienced decreases in consumer accessory sales
during the year ended February 28, 2018 due to factors including the decline in sales of the 360Fly action camera
product and Singtrix product. There was also a decrease in sales of hook-up products; remotes; clock radios; docking
stations; digital audio products; and power products, such as cables and surge protectors, due primarily to competition,
changes in demand and changes in technology during the year ended February 28, 2018.

Fiscal 2017 

Automotive sales, which include both OEM and aftermarket automotive electronics, represented 33.2% of the net
sales for the year ended February 28, 2018, compared to 37.9% in the prior year. The Company experienced a
decrease in automotive sales due to several factors during the year, including the completion and winding down of
certain OEM programs during Fiscal 2017 that had experienced strong performance in the comparative prior year
period. Remote start products were negatively impacted for the year ended February 28, 2017, as a result of warmer
Winter seasons in both Fiscal 2016 and Fiscal 2017, resulting in several customers carrying excess inventory into the
Company's Fiscal 2017 year and lower overall sales of these products for the year, as well as due to the fact that more
vehicles are being built equipped with remote start capabilities. Sales of satellite radios during the year ended
February 28, 2017 also decreased as a result of more vehicles being built equipped with these products. The Company
also experienced decreases in aftermarket overhead and headrest DVD player sales as a result of price reductions and
competition within these product lines. Finally, during Fiscal 2016, the Company sold all of its Jensen Mobile product
inventory, consisting of car speakers and amplifiers, to a third party in order to license the brand name for a
commission. This resulted in reduced sales of these products for the year ended February 28, 2017 of approximately
$6,500. As an offset to these decreases, the Company began a new OEM program with Subaru, resulting in an
increase in domestic OEM sales.

Premium Audio sales represented 32.4% of net sales for the year ended February 28, 2017 as compared to 26.5% in
the prior year.  Sales in Premium Audio increased 18.7% for the year ended February 28, 2017 primarily as a result of
the introduction of several new products, including various lines of HD wireless desktop and bookshelf size speakers,
wireless soundbars and multi-room streaming audio systems. These products were launched between the fourth
quarter of Fiscal 2016 and the third quarter of Fiscal 2017 and have been experiencing strong sales for the segment
during the year ended February 28, 2017. The Company also saw increases in sales in several of its existing lines of
home entertainment speakers due to successful marketing and promotional activity, as well as increased commercial
speaker sales as a result of new distribution agreements and growth in China. Additionally, headphone sales have
increased as a result of promotions offered during the year ended February 28, 2017 that were not provided in the
prior year, as well as due to the launch of four new unique headphone products during the third quarter of Fiscal 2017,
consisting of neckband headphones, as well as new on-ear, in-ear and over-ear headphones. These increases were
partially offset by decreases in European sales during the year ended February 28, 2017 as a result of a slower market
overseas.

Consumer Accessories represented 34.2% of our net sales for the year ended February 28, 2017, compared to 35.3%
in the prior year. The Company experienced a decrease in consumer accessory sales due to several factors during the
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year, including the decrease in sales of wireless speakers, as compared to the year ended February 29, 2016. While the
sales of wireless speakers in this segment have remained strong in Fiscal 2017, the Company had higher sales in the
prior year due to load in shipments of certain new wireless speaker products in order to fill its customers' inventory
pipelines, which were not repeated in the current year. There were additional declines in wireless speaker sales as a
result of certain promotions of new product that were offered during the prior year but not repeated in Fiscal 2017, as
well as the timing of certain customer Spring shipment orders that were delayed to Fiscal 2018. There was also a
decrease during the year ended February 28, 2017 in sales of hook-up products; remotes; clock radios; docking
stations; reception products, such as antennas; and power products, such as cables and surge protectors, due to
competition, changes in demand and changes in technology. Additionally, the segment experienced a decrease in sales
of its Singtrix karaoke product, primarily as a result of promotional activity in the prior fiscal year that did not repeat
in Fiscal 2017, as well as large customer load in shipments in the prior year that did not repeat, and slower
international consumer accessories sales for several product lines. As an offset to these decreases, the segment
experienced increases in sales during the year ended February 28, 2017 related to new products, such as the
Company's Project Nursery baby monitors, which launched in the second quarter of Fiscal 2017, and the 360Fly®
Action Camera, which launched in the third quarter of Fiscal 2016 and has had an expansion in distribution, as well as
the introduction of new models since its launch date. Internationally, the Company did experience an
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increase in sales of certain products related to the roll out of an upgrade to the digital broadcasting platform in Europe,
which will require new equipment.

Gross Profit and Gross Margin Percentage

Fiscal Fiscal Fiscal
2018 2017 2016

Automotive $39,829 $46,744 $51,198
25.6 % 27.4 % 25.5 %

Premium Audio 53,374 55,053 46,582
31.0 % 33.0 % 33.2 %

Consumer Accessories 38,867 41,537 45,490
21.7 % 23.6 % 24.3 %

Corporate 227 696 266
$132,297 $144,030 $143,536
26.1 % 28.0 % 27.1 %

Fiscal 2018 

Gross margins in the Automotive segment decreased 180 basis points for the year ended February 28, 2018. The main
driver of this decline in margins was related to the delays in the launch of new headrest programs that were scheduled
for early in the fiscal year, but did not begin until the end of the Company's third quarter. During these delays, the
Company continued to employ certain warehouse and assembly personnel specializing in the programs, rather than
reduce headcount and re-train new employees at a later date. As a result, these additional warehouse and assembly
expenditures contributed to an overall reduction in margins on these OEM sales within the Company's Automotive
segment for the year ended February 28, 2018. This was partially offset by an increase in sales of certain higher
margin products, such as the Company's aftermarket overhead and headrest DVD players, due to the acquisition of
Rosen in the first quarter of Fiscal 2018, as well as decreased sales of lower margin products, such as satellite radio
fulfillments during the year ended February 28, 2018.

Gross margins in the Premium Audio segment decreased 200 basis points for the year ended February 28, 2018
compared to the prior year. During the year ended February 28, 2018, the segment experienced lower sales of its
higher margin commercial speakers. Additionally, certain portable mobile devices, such as headphones and
neckbands, experienced higher sales at higher margins in the prior year, as compared to lower sales with close-out
promotions in the current year to make way for newer models, which also experienced delays coming to market. The
combination of these factors negatively impacted the blended margin of these portable mobile devices. During the
year ended February 28, 2018, the Company also offered heavy promotions of older soundbar models that have now
been phased out in order to make way for a newer line of products. As an offset to these decreases, the segment
experienced an increase in sales of its higher margin home entertainment speakers and systems, which contributed
positively to overall margins.

Gross margins in the Consumer Accessories segment decreased 190 basis points for the year ended February 28, 2018
compared to the prior year. For the year ended February 28, 2018, margins were negatively impacted by decreased
sales of certain higher margin products, including hookup products, clock radios, docking stations, digital audio
products, and power products, as well as by the increase in sales of the Company's new Striiv activity band, which
contributed significant sales during the year ended February 28, 2018, but generated lower margins for the segment.
The Company also offered significant promotions on certain products within its Project Nursery line, which caused a
reduction in margins for these products during the current fiscal year. Additionally, the Company incurred increased
freight charges due to significant demand for certain remote products, thus driving down margins and also incurred a
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one-time settlement charge related to a contract shortfall with a vendor for the purchase of certain products, which
caused margins to be negatively impacted for the year. These decreases were offset by an increase in sales of higher
margin products, such as the segment's wireless speakers, as well as an increase in sales of set top boxes and other
high margin products within the European market related to an upgrade to the digital broadcasting platform in Europe.
There was also a decrease in sales of action cameras and the Company's Singtrix product during the year ended
February 28, 2018. As the sales of these products generally produce lower margins for the Company, the decrease in
these sales partially offset the overall decline in margins for the year ended February 28, 2018.

Fiscal 2017 
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Gross margins in the Automotive segment increased 190 basis points for the year ended February 28, 2017. The
segment experienced decreases in sales of lower margin products such as satellite radio fulfillments and a decrease in
sales of its lower margin Jensen products, whose inventory was sold in the prior year, contributing to overall margin
improvements for the segment. This was offset by decreased sales of higher margin products during the year, such as
remote start and aftermarket overhead and headrest DVD products, as well as certain products within the OEM
manufacturing line.

Gross margins in the Premium Audio segment decreased 20 basis points for the year ended February 28, 2017
compared to the prior year. For the year ended February 28, 2017, the segment experienced a significant increase in
sales of the Company's newest wireless soundbars and speakers, which earn lower margins for the segment. The
Company also offered heavy holiday promotions of its newest soundbar products and incurred significant expedited
freight charges in order to fulfill customer demand for the holiday season, as well as offered discounts on an older
headphone product line being phased out to make way for its latest product launches, which caused margins to be
reduced further. As an offset to these decreases, margins improved primarily due to the fact that in the prior year, this
segment experienced heavy promotions on several product close outs and obsolete items in order to make way for
newer product, which did not repeat in the current fiscal year. The segment has also seen an increase in sales for the
year ended February 28, 2017 of certain higher margin products, such as home entertainment speakers and premium
loudspeakers.

Gross margins in the Consumer Accessories segment decreased 70 basis points for the year ended February 28, 2017
compared to the prior year. For the year ended February 28, 2017, margins were negatively impacted by decreased
sales of certain higher margin products, including remotes, hookup, reception and power products, as well as the
Singtrix karaoke product and wireless speakers. Margins were also impacted by the launch of the new 360Fly®
Action Camera, which contributed to a substantial increase in sales for the year ended February 28, 2017, but produce
overall lower margins for the segment. This was partially offset by an increase in sales of higher margin products,
such as the Company's new line of baby monitors and international product sales related to the roll out of an upgrade
to the digital broadcasting platform in Europe.

Operating Expenses

Fiscal Fiscal Fiscal
2018 2017 2016

Operating Expenses:
Selling $45,999 $43,108 $43,576
General and administrative 78,957 79,573 84,234
Engineering and technical support 26,440 29,517 22,923
Intangible asset impairment charges — — 9,070
Acquisition related costs — — 800
Total Operating Expenses $151,396 $152,198 $160,603

Fiscal 2018 

The Company experienced an overall decrease in operating expenses of $802 for Fiscal 2018 as compared to Fiscal
2017. Selling expenses increased during the year ended February 28, 2018 due primarily to advertising and marketing
related expenses. This was driven mainly as a result of increased web advertising and promotion expenses due to
higher online sales, as well as an increase in store displays and in-store vignettes for product promotion. These
increases were offset by decreases in selling commissions for the fiscal year, as a result of an overall decrease in sales.
Within general and administrative expenses, the Company experienced a net decrease in expenses for the year ended
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February 28, 2018. Decreases in general and administrative expenses were due to a decline in professional expenses as
a result of lower legal services for the year; lower occupancy expenses related to the consolidation of the Company's
shared services into one location, which was completed during the fourth quarter of Fiscal 2017; the consolidation of
the Company's phone system; a decline in licensing fees related to MIS; and lower insurance expenditures related to
fewer workers' compensation claims for the year ended February 28, 2018 as compared to the prior year. In addition,
during the prior year, the Company incurred significant bad debt expense related to one of the Company's larger
customers who filed bankruptcy during the fourth quarter of Fiscal 2017, which did not repeat in the current year, thus
contributing to lower G&A expense for the year ended February 28, 2018. These decreases were offset by higher
salary and benefits expenses due both to severance expense at certain business units related to headcount reductions
during the year, as well as higher executive bonus accruals resulting from Company profitability. Additionally, an
employee furlough program was provided at one of the Company's foreign subsidiaries in Fiscal 2017 that resulted in
lower salary expenditures for the Company in the prior year and was no longer in effect for Fiscal
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2018. Engineering and technical support expenses decreased during the year ended February 28, 2018 primarily due to
certain development delays, the timing of new projects, as well as due to headcount reductions and cost cutting
measures.

Fiscal 2017 

Operating expenses decreased $8,405 in Fiscal 2017 as compared to Fiscal 2016. The Company has experienced
decreases in salary, payroll and benefits expenses for the full year ended February 28, 2017 as a result of
Company-wide headcount reductions made throughout Fiscal 2016, as well as due to changes to the Company's
medical plan that resulted in additional benefit expense decreases in Fiscal 2017. The Company also experienced
decreases in professional fees due to fewer legal matters in comparison to the prior year, the absence of acquisition
costs related to EyeLock LLC that were incurred in Fiscal 2016, lower moving expenses as a result of the relocation to
a new Company-owned manufacturing facility and executive office in Lake Nona, FL in Fiscal 2016, and lower
occupancy expenses, primarily as a result of the renegotiation of the lease for the Company's shared services office in
New York. The Company has also made increased efforts in the current year to streamline and reduce travel and
entertainment expense, which has resulted in an overall decrease in such expenditures for the year ended February 28,
2017. Additionally, the Company has not incurred any impairment charges for the year ended February 28, 2017, as
compared to the Fiscal 2016, in which $9,070 of intangible asset impairment charges were incurred. As an offset to
these operating expense decreases, there have been significant increases in research and development expenditures
during the year ended February 28, 2017, related to the Company's Klipsch and Invision subsidiaries both of which
increased their research and development spending in comparison to the prior year, as well as due to the EyeLock
LLC subsidiary, which has been included in the Company's operations for the full fiscal year. Since the acquisition of
a majority voting interest in substantially all of the assets and certain liabilities of EyeLock Inc. and EyeLock
Corporation in the third quarter of Fiscal 2016, this new subsidiary has incurred significant research and development
expenses related to its iris-based authentication solutions for the continued expansion of the applications of the
technology. The Company also incurred an increase in bad debt expense for the year ended February 28, 2017,
primarily as a result of the bankruptcy of one of the Company's customers, and an increase in depreciation and
amortization expenses both as a result of a full year of depreciation of the Company's new manufacturing facility and
executive offices in Florida, which was completed during the fourth quarter of Fiscal 2016, and a full year of
amortization of intangible assets acquired in conjunction with the EyeLock acquisition. For the year ended
February 28, 2017, there has also been an increase in salary and benefit expenses related to the full year inclusion of
EyeLock LLC, as well as the Company's efforts to build EyeLock LLC's sales force.

Other (Expense)Income

Fiscal Fiscal Fiscal
2018 2017 2016

Interest and bank charges $(6,009) $(7,105) $(7,898)
Equity in income of equity investee 7,178 6,797 6,538
Investment gain 1,416 — —
Gain on bargain purchase — — 4,679
Other, net (7,590 ) (454 ) 576
Total other (expense) income $(5,005) $(762 ) $3,895

Fiscal 2018 

Interest and bank charges represent expenses for the Company's bank obligations, interest related to capital leases, and
amortization of deferred financing costs. These charges decreased for the year ended February 28, 2018 as compared
to the prior year as a result of a lower average outstanding balance on the Company's Credit Facility due to the
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repayment of the entire outstanding balance following the sale of Hirschmann on August 31, 2017.

Equity in income of equity investee represents the Company's share of income from its 50% non-controlling
ownership interest in ASA Electronics, LLC ("ASA"). The increase in income for the year ended February 28, 2018
was due to favorable product mix and new product offerings, resulting in higher sales for several of the investee's
existing customers, as well as a special project performed for one of their customers during the year.

During July 2017, one of the Company's cost method investments, Rx Networks, was sold to a third party, resulting in
a gain recognized by the Company for the year ended February 28, 2018 representing the excess of the consideration
for the investment held by the Company on the date of the transaction.
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Other, net, for the year ended February 28, 2018 includes net losses on foreign currency of $(8,769), interest income
of $210 and rental income of $553. Other, net, for the year ended February 28, 2017 included net losses on foreign
currency of $(509), interest income of $137 and rental income of $646. Included in the foreign currency losses for the
year ended February 28, 2018 are losses on forward contracts totaling $(6,618) incurred in conjunction with the sale
of Hirschmann.

Fiscal 2017 

Interest and bank charges represent expenses for the Company's bank obligations, interest related to capital leases, and
amortization of deferred financing costs. These charges decreased for the year ended February 28, 2017 as compared
to the prior year. During the fourth quarter of Fiscal 2016, the Company wrote off approximately $1,300 of deferred
financing costs as a result an amendment to the Company's credit facility, which was charged to interest expense and
was not repeated in the current year. As an offset to this decrease in interest and bank charges, the Company has
experienced increases in these expenses for the year ended February 28, 2017 primarily due to interest expense related
to the Company's outstanding Florida mortgage, which was entered into during Fiscal 2016 in order to finance the
construction of the Company's manufacturing facility and executive offices in Lake Nona, FL. This mortgage was
entered into in July 2015 and was not outstanding during much of the first half of Fiscal 2016. During the year ended
February 28, 2017, the Company also carried a higher outstanding balance on its Credit Facility as compared to the
prior year period and as such, incurred higher interest charges related to this facility.

Equity in income of equity investee represents the Company's share of income from its 50% non-controlling
ownership interest in ASA Electronics, LLC ("ASA"). The increase in income for the year ended February 28, 2017
was a result of an improvement in ASA's product mix.

On September 1, 2015, Voxx completed the acquisition of a majority voting interest in substantially all of the assets
and certain specified liabilities of Eyelock, Inc. and Eyelock Corporation (collectively, "the Seller"), through a
newly-formed entity Eyelock LLC. The excess of the assets and liabilities acquired over the amount paid for Voxx's
interest in EyeLock resulted in a bargain purchase gain of $4,679 recognized for the year ended February 29, 2016.

Other, net, for the year ended February 28, 2017 includes net losses on foreign currency of $(509), interest income of
$137 and rental income of $646. Other, net, for the year ended February 29, 2016 included net gains on foreign
currency of $108, interest income of $805 and rental income of $450. The decrease in interest income during the year
ended February 28, 2017 compared to the year ended February 29, 2016 relates to income earned on notes receivable
from EyeLock. Inc. during Fiscal 2016 through the acquisition date of September 1, 2015.

Income from Discontinued Operations

Fiscal 2018
On August 31, 2017 (the "Closing Date"), the Company completed its sale of Hirschmann to a subsidiary of TE. The
consideration received by the Company was €148,500. The purchase price, at the exchange rate as of the close of
business on the Closing Date approximated $177,000 and is subject to adjustment based upon the final working
capital. For the year ended February 28, 2018, income from discontinued operations consisted primarily of a gain on
sale of $36,118, as well as operating income of $2,817. For the year ended February 28, 2017, income from
discontinued operations consisted primarily of operating income of $7,996. Operating income for the Company's
discontinued operation in both periods was comprised primarily of tuner and antenna sales, which ceased following
the sale of Hirschmann on August 31, 2017.

Fiscal 2017
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Operating income from discontinued operations for the year ended February 28, 2017 was $7,996 as compared to
$5,497 in the comparable prior year and was comprised primarily of tuner and antenna sales, which experienced an
increase in Fiscal 2017 due to new program launches.

Income Tax Provision

On December 22, 2017, the U.S. government enacted comprehensive tax reform commonly referred to as the Tax
Cuts and Jobs Act (“TCJA”). Under Accounting Standards Codification (“ASC”) 740, the effects of changes in tax rates
and laws are recognized in the period which the new legislation is enacted. The TCJA makes broad and complex
changes to the U.S. tax code, including, but not limited to: (1) reducing the U.S. federal corporate tax rate from 35%
to 21%; (2) changing rules related to uses and limitations of net operating loss carryforwards created in tax years
beginning after December 31, 2017; (3) accelerated expensing on certain qualified property; (4) creating a new
limitation on deductible interest expense to 30% of tax adjusted EBITDA through 2021 and then 30% of tax adjusted
EBIT thereafter; (5) eliminating the corporate alternative minimum tax; (6) further limitations on the
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deductibility of executive compensation under IRC §162(m) for tax years beginning after December 31, 2017; (7) a
one-time transition tax related to the transition of U.S. international tax from a worldwide tax system to a territorial
tax system; and (8) additional changes to the U.S. international tax rules including imposing a minimum tax on global
intangible low taxed income (“GILTI”) and other base erosion anti-abuse provisions.
In response to the TCJA, the U.S. Securities and Exchange Commission (“SEC”) staff issued Staff Accounting Bulletin
No. 118 (“SAB 118”), which provides guidance on accounting for the tax effects of TCJA. The purpose of SAB 118 was
to address any uncertainty or diversity of view in applying ASC Topic 740, Income Taxes in the reporting period in
which the TCJA was enacted. SAB 118 addresses situations where the accounting is incomplete for certain income tax
effects of the TCJA upon issuance of a company’s financial statements for the reporting period which include the
enactment date. SAB 118 allows for a provisional amount to be recorded if it is a reasonable estimate of the impact of
the TCJA. Additionally, SAB 118 allows for a measurement period to finalize the impacts of the TCJA, not to extend
beyond one year from the date of enactment.
In connection with the Company’s initial analysis of the impact of the TCJA, the Company has recorded a provisional
decrease in its deferred tax assets and liabilities of $4,706 related to the remeasurement of the deferred tax assets and
liabilities at the reduced U.S. federal tax rate of 21%. The Company is subject to a one-time transition tax based on the
total post-1986 earnings and profits that were previously deferred from U.S. income and profits. The Company
recorded a liability in connection with the one-time transition tax of $2,696, which was principally offset by the
Company’s tax attributes.
Pursuant to SAB 118, the Company is in the process of assessing the impact of the TCJA on its indefinite
reinvestment assertion and any associated impact on its financial statements. This assessment includes, but is not
limited to, assessing how the TCJA will impact the consequence of indefinitely reinvesting the Company’s foreign
earnings and evaluating how the Company, having a minimal tax liability for the transition tax, will be impacted by
future repatriations. Therefore, no adjustments have been made in the Company’s financial statements with respect to
its indefinite reinvestment criteria
The Company has not made a policy election with respect to the income tax effects of the new GILTI provisions.
Companies can either account for taxes on GILTI as a current period expense or recognize deferred taxes when basis
differences exist that are expected to affect the amount of GILTI inclusion upon reversal. Due to the complexity of
these new tax rules, the Company is continuing to evaluate the expected impact. In accordance with SAB 118, the
Company has not included an estimate of the tax expense or benefit related to GILTI for the fiscal year ended
February 28, 2018.
While the Company is able to make a reasonable estimate of the impact of the reduction in the corporate rate and
transition tax, the provisional amounts may change due to a variety of factors, including, among other things, (i)
anticipated guidance from the U.S. Department of Treasury about implementing the TCJA, (ii) potential additional
guidance from the SEC or the FASB related to the TCJA, and (iii) the Company’s further assessment of the TCJA and
related regulatory guidance. The Company is not complete in its assessment of the impact of the TCJA on its income
tax accounts and financial statements.
During Fiscal 2018, the Company recorded an income tax benefit of $(17,445) related to federal, state and foreign
taxes from continuing operations. The effective tax rate in Fiscal 2018 was 72.4% for continuing operation. The
Company's effective tax rate differs from the statutory rate of 32.7% primarily due to the impact of TCJA, the partial
reversal of the Company’s valuation allowance as certain deferred tax assets became realizable on a
more-likely-than-not basis and the reversal of uncertain tax positions under ASC 740 related to the expiration of the
statute of limitations. During Fiscal 2018, the Company maintained a valuation allowance against its U.S. deferred tax
assets and certain foreign jurisdictions. Any decline in the valuation allowance could have a favorable impact on our
income tax provision and net income in the period in which such determination is made.
The effective tax rate of 3.8% in Fiscal 2017 differs from the statutory rate of 35% primarily due to the impact of the
reversal of uncertain tax positions under ASC 740 related to settlement of an income tax examination, non-controlling
interest, an income tax provision resulting from the increase in deferred tax liabilities related to indefinite-lived
intangible assets, and tax rate differences due to the mix of domestic and foreign earnings. During Fiscal 2017, the
Company maintained a valuation allowance against its U.S. deferred tax assets and certain foreign jurisdictions. Any
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decline in the valuation allowance could have a favorable impact on our income tax provision and net income in the
period in which such determination is made.

The effective tax rate of 17.8% in Fiscal 2016 differs from the statutory rate of 35% primarily due to the impact of the
bargain purchase gain, the non-controlling interest related to EyeLock and the U.S. effect of foreign operations,
including tax rate differences in foreign jurisdictions. During Fiscal 2016, the Company recorded a valuation
allowance against its U.S. deferred tax assets and maintains a valuation in certain foreign jurisdictions. Any decline in
the valuation allowance could have a favorable impact on our income tax provision and net income in the period in
which such determination is made.

EBITDA, Adjusted EBITDA and Adjusted Diluted EBITDA per Common Share
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EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per common share are not financial measures recognized
by GAAP. EBITDA represents net income (loss), computed in accordance with GAAP, before interest expense and
bank charges, taxes, and depreciation and amortization. Adjusted EBITDA represents EBITDA adjusted for
stock-based compensation expense, gains on the sale of discontinued operations, losses on forward contracts,
investment gains, impairment charges, as well as costs and bargain purchase gains relating to our acquisitions.
Depreciation, amortization, stock-based compensation, bargain gains and impairment charges are non-cash items.
Diluted adjusted EBITDA per common share represents the Company's diluted earnings per common share based on
Adjusted EBITDA.
We present EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per common share in this Form 10-K
because we consider them to be useful and appropriate supplemental measures of our performance. Adjusted EBITDA
and diluted adjusted earnings per common share help us to evaluate our performance without the effects of certain
GAAP calculations that may not have a direct cash impact on our current operating performance. In addition, the
exclusion of certain costs or gains relating to non-recurring events allows for a more meaningful comparison of our
results from period-to-period. These non-GAAP measures, as we define them, are not necessarily comparable to
similarly entitled measures of other companies and may not be an appropriate measure for performance relative to
other companies. EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per common share should not be
assessed in isolation from, are not intended to represent, and should not be considered to be more meaningful
measures than, or alternatives to, measures of operating performance as determined in accordance with GAAP.

Reconciliation of GAAP Net Income Attributable to VOXX International Corporation to EBITDA, Adjusted EBITDA
and Diluted Adjusted EBITDA per Common Share (2)

Fiscal Fiscal Fiscal
2018 2017 2016

Net income (loss) attributable to VOXX International Corporation $35,304 $4,422 $(2,682 )
Adjustments:
Interest expense and bank charges (1) 5,169 6,860 7,960
Depreciation and amortization (1) 13,879 17,064 15,228
Income tax expense (benefit) (13,262 ) 1,759 (1,735 )
EBITDA 41,090 30,105 18,771
Adjustments:
     Stock-based compensation attributable to stock options and restricted stock 552 753 859
     Gain on sale of discontinued operations (36,118 ) — —
     Loss on forward contracts attributable to sale of business 6,618 — —
     Investment gain (1,416 ) — —
     Intangible and long-lived asset impairment charges — — 9,070
     Acquisition related costs — — 800
     Gain on bargain purchase — — (4,679 )
Adjusted EBITDA $10,726 $30,858 $24,821
Diluted income (loss) per common share attributable to VOXX International
Corporation $1.44 $0.18 $(0.11 )

Diluted adjusted EBITDA per common share attributable to VOXX International
Corporation $0.44 $1.28 $1.03

(1) For purposes of calculating Adjusted EBITDA for the Company, interest expense, bank charges, as well as
depreciation and amortization expense added back to net income (loss) have been adjusted in order to exclude the
minority interest portion of these expenses attributable to EyeLock LLC.
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(2) EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per common share in this presentation are based on a
reconciliation to Net income attributable to VOXX International Corporation, which includes net income (loss) from
both continuing and discontinued operations for all periods presented. The Company sold its Hirschmann subsidiary
on August 31, 2017.

Liquidity and Capital Resources
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Cash Flows, Commitments and Obligations

As of February 28, 2018, we had working capital of $170,472 which includes cash and cash equivalents of $51,740
compared with working capital of $143,281 at February 28, 2017, which included cash and cash equivalents of
$956. We plan to utilize our current cash position as well as collections from accounts receivable, the cash generated
from our operations and the income on our investments to fund the current operations of the business.  However, we
may utilize all or a portion of current capital resources to pursue other business opportunities, including acquisitions
or to further pay down our debt.   The following table summarizes our cash flow activity for all periods presented:

Year
Ended

Year
Ended

Year
Ended

February 28,
2018

February 28,
2017

February 29,
2016

Cash (used in) provided by:
Operating activities $ (25,539 ) $ (1,790 ) $ 27,521
Investing activities 161,360 (12,130 ) (38,587 )
Financing activities (92,247 ) 9,695 13,695
Effect of exchange rate changes on cash 366 258 690
Net increase (decrease) in cash and cash equivalents $ 43,940 $ (3,967 ) $ 3,319

Net cash used in/provided by operating activities:
Operating activities used cash of $25,539 for Fiscal 2018 principally due to an increase in the Company's prepaid
expenses and other assets, as well as a net decrease in accounts payable and accrued expenses. This was offset by a
decrease in inventory.   

During Fiscal 2017, operating activities used cash of $1,790 primarily as a result of an increase in inventory, as well
as accounts receivable, partially offset by a decrease in vendor receivables. 

During Fiscal 2016, operating activities provided cash of $27,521 primarily as a result of decreased customer accounts
receivable and inventory, as well as the factoring of certain trade accounts receivable balances during the year ended
February 29, 2016 (see Note 1(h) of the Consolidated Financial Statements), partially offset by decreased accounts
payable.   

Net cash used in investing activities:
Investing activities provided cash of $161,360 during Fiscal 2018, primarily as a result of the sale of Hirschmann on
August 31, 2017 (see Note 2), which was offset by capital additions, as well as the acquisition of Rosen Electronics
LLC (see Note 2) and the issuance of notes receivable to 360fly, Inc. (see Note 1(f)).

During Fiscal 2017, investing activities used cash of $12,130 primarily due to capital additions related to new
computer equipment, as well as the in-progress additions to the Company's shared service facility in Hauppauge, NY.

During Fiscal 2016, investing activities used cash of $38,587, primarily due to capital additions and the Company's
acquisition of a controlling interest in substantially all of the assets and certain liabilities of Eyelock, Inc. and
EyeLock Corporation on September 1, 2015 (see Note 2).

Net cash provided by/used in financing activities:
Financing activities used cash of $92,247 during Fiscal 2018, primarily due to the repayment of balances outstanding
on the Company's Credit Facility following the sale of Hirschmann on August 31, 2017.
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During Fiscal 2017, financing activities provided cash of $9,695, due to borrowings of bank obligations net of
repayments, primarily in relation to the Company's Credit Facility.

During Fiscal 2016, financing activities provided cash of $13,695, primarily due to borrowings from our Credit
Facility net of repayments, as well as borrowings from the construction loan used to build the Company's new
manufacturing facility and executive offices in Lake Nona, Florida.
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The Company has a senior secured credit facility (the "Credit Facility") that provides for a revolving credit facility
with committed availability of up to $140,000, which may be increased, at the option of the Company, up to a
maximum of $175,000, and a term loan in the amount of $15,000. The Credit Facility also includes a $15,000 sublimit
for letters of credit and a $15,000 sublimit for swingline loans. The availability under the revolving credit line within
the Credit Facility is subject to a borrowing base, which is based on eligible accounts receivable, eligible inventory
and certain real estate, subject to reserves as determined by the lender, and is also limited by amounts outstanding
under the Florida Mortgage (see Note 7(b)). As of February 28, 2018, there was no balance outstanding under the
revolving credit facility. The remaining availability under the revolving credit line of the Credit Facility was $95,796
as of February 28, 2018.

All amounts outstanding under the Credit Facility will mature and become due on April 26, 2021; however, it is
subject to acceleration upon the occurrence of an Event of Default (as defined in the Credit Agreement). The
Company may prepay any amounts outstanding at any time, subject to payment of certain breakage and redeployment
costs relating to LIBOR Rate Loans. The commitments under the Credit Facility may be irrevocably reduced at any
time, without premium or penalty as set forth in the agreement.

Generally, the Company may designate specific borrowings under the Credit Facility as either Base Rate Loans or
LIBOR Rate Loans, except that swingline loans may only be designated as Base Rate Loans. Loans under the Credit
Facility designated as LIBOR Rate Loans shall bear interest at a rate equal to the then-applicable LIBOR Rate plus a
range of 1.75% - 2.25%. Loans under the Credit Facility designated as Base Rate Loans shall bear interest at a rate
equal to the applicable margin for Base Rate Loans of 0.75% - 1.25%, as defined in the agreement.

The Credit Facility requires compliance with a financial covenant calculated as of the last day of each month,
consisting of a Fixed Charge Coverage Ratio. The Credit Facility also contains covenants that limit the ability of the
loan parties and certain of their subsidiaries which are not loan parties to, among other things: (i) incur additional
indebtedness; (ii) incur liens; (iii) merge, consolidate or dispose of a substantial portion of their business; (iv) transfer
or dispose of assets; (v) change their name, organizational identification number, state or province of organization or
organizational identity; (vi) make any material change in their nature of business; (vii) prepay or otherwise acquire
indebtedness; (viii) cause any Change of Control; (ix) make any Restricted Junior Payment; (x) change their fiscal
year or method of accounting; (xi) make advances, loans or investments; (xii) enter into or permit any transaction with
an Affiliate of any Borrower or any of their Subsidiaries; (xiii) use proceeds for certain items; (xiv) issue or sell any of
their stock; (xv) consign or sell any of their inventory on certain terms. In addition, if excess availability under the
Credit Facility were to fall below certain specified levels, as defined in the agreement, the lenders would have the
right to assume dominion and control over the Company's cash. As of February 28, 2018, the Company was in
compliance with this cash dominion covenant.

The obligations under the loan documents are secured by a general lien on and security interest in substantially all of
the assets of the borrowers and certain of the guarantors, including accounts receivable, equipment, real estate, general
intangibles and inventory. The Company has guaranteed the obligations of the borrowers under the Credit Facility.

On August 31, 2017, the Company completed its sale of Hirschmann to a subsidiary of TE. The consideration
received by the Company was €148,500. The purchase price, at the exchange rate as of the close of business on August
31, 2017 approximated $177,000 and is subject to adjustment based upon the final working capital. At February 28,
2017, a total of $92,793 was outstanding under the Credit Facility. The decrease in the outstanding credit facility
balance as compared to February 28, 2018 is principally a result of the Company's decision to pay down the
outstanding balance of the Credit Facility in conjunction with the sale of Hirschmann.

We also utilize supply chain financing arrangements and factoring agreements as an integral part of our financing for
working capital, which accelerates receivable collection and helps to better manage cash flow. Under the agreements,
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the Company has agreed to sell certain of its accounts receivable balances to banking institutions who have agreed to
advance amounts equal to the net accounts receivable balances due, less a discount as set forth in the respective
agreements. The balances under these agreements are accounted for as sales of accounts receivable, as they are sold
without recourse. Cash proceeds from these agreements are reflected as operating activities included in the change in
accounts receivable in the Company's Consolidated Statements of Cash Flows. Fees incurred in connection with the
agreements are recorded as interest expense by the Company.

Certain contractual cash obligations and other commitments will impact our short and long-term liquidity.  At
February 28, 2018, such obligations and commitments are as follows:
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Amount of Commitment Expiration per
Period

Less
than 1-3 4-5 After

Contractual Cash Obligations Total 1 Year Years Years 5
Years

Capital lease obligation (1) $1,011 $312 $581 $118 $—
Operating leases (2) 2,923 1,341 912 466 204
Total contractual cash obligations $3,934 $1,653 $1,493 $584 $204

Other Commitments
Bank obligations (3) $6,119 $6,119 $— $— $—
Stand-by letters of credit (4) 1,161 1,161 — — —
Other (5) 12,746 1,611 4,022 998 6,115
Contingent earn-out payments and other (6) 507 270 237 — —
Pension obligation (7) 697 — — — 697
Unconditional purchase obligations (8) 61,869 61,869 — — —
Total commercial commitments $83,099 $71,030 $4,259 $998 $6,812
Total Commitments $87,033 $72,683 $5,752 $1,582 $7,016

(1)Represents total principal payments due under capital lease obligations which have a current (included in othercurrent liabilities) and long-term principal balance totaling $312 and $699, respectively at February 28, 2018.

(2)We enter into operating leases in the normal course of business.

(3)Represents amounts outstanding under the Voxx Germany Euro asset-based lending facility at February 28, 2018.

(4)We issue standby letters of credit to secure certain purchases and insurance requirements. These letters of credit are
issued during the ordinary course of business through major domestic banks as requested by certain suppliers.  

(5)This amount includes balances outstanding under loans and mortgages for the construction of our manufacturingfacility in Florida and for facilities purchased at Schwaiger and Voxx Germany. 

(6)Represents contingent consideration payments due in connection with the Rosen acquisition.

(7)Represents the liability for an employer defined benefit pension plan covering certain eligible employees of VoxxGermany.

(8)
Open purchase obligations represent inventory commitments.  These obligations are not recorded in the
consolidated financial statements until commitments are fulfilled and such obligations are subject to change based
on negotiations with manufacturers.

We regularly review our cash funding requirements and attempt to meet those requirements through a combination of
cash on hand, cash provided by operations, available borrowings under bank lines of credit and possible future public
or private debt and/or equity offerings.  At times, we evaluate possible acquisitions of, or investments in, businesses
that are complementary to ours, which transactions may require the use of cash.  We believe that our cash, other liquid
assets, operating cash flows, credit arrangements, access to equity capital markets, taken together, provides adequate
resources to fund ongoing operating expenditures. In the event that they do not, we may require additional funds in the
future to support our working capital requirements or for other purposes and may seek to raise such additional funds
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through the sale of public or private equity and/or debt financings as well as from other sources.  No assurance can be
given that additional financing will be available in the future or that if available, such financing will be obtainable on
terms favorable when required.

Off-Balance Sheet Arrangements

We do not maintain any off-balance sheet arrangements, transactions, obligations or other relationships with
unconsolidated entities that would be expected to have a material current or future effect upon our financial condition
or results of operations.

Impact of Inflation and Currency Fluctuation
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Voxx conducts business in various non-U.S. countries including Germany, Canada, Mexico, China, Denmark, the
Netherlands and France and thus is exposed to market risk for changes in foreign currency exchange rates.  While the
prices we pay for products purchased from our suppliers are principally denominated in United States dollars, price
negotiations depend in part on the foreign currency of foreign manufacturers, as well as market, trade and political
factors. The Company also has exposure related to transactions in which the currency collected from customers is
different from the currency utilized to purchase the product sold in its foreign operations, and U. S. dollar
denominated purchases in its foreign subsidiaries. The Company enters forward contracts to hedge certain euro-related
transactions. The Company minimizes the risk of nonperformance on the forward contracts by transacting with major
financial institutions. During Fiscal 2018, 2017 and 2016, the Company held forward contracts specifically designated
for hedging (see Note 1(e) of the Notes to Consolidated Financial Statements). As of February 28, 2018 and
February 28, 2017, unrealized (losses) gains of $(1,635) and $442, respectively, were recorded in other comprehensive
income associated with these contracts.

Effective January 1, 2010, according to the guidelines in ASC 830, Venezuela was designated as a hyper-inflationary
economy.  A hyper-inflationary economy designation occurs when a country has experienced cumulative inflation of
approximately 100 percent or more over a 3-year period.  The hyper-inflationary designation requires the local
subsidiary in Venezuela to record all transactions as if they were denominated in U.S. dollars.  The Company
transitioned to hyper-inflationary accounting on March 1, 2010 for Venezuela and continues to account for the
subsidiary under this method.

Since January 2014, the Venezuelan government has created multiple alternative exchange rates designated to be used
for the purchase of goods and services deemed non-essential. In February 2015, the Venezuelan government
introduced a new currency system, referred to as the Marginal Currency System, or SIMADI rate. This market-based
exchange system consisted of a mechanism from which both businesses and individuals were allowed to purchase and
sell foreign currency at the price set by the market. At February 29, 2016 this rate was approximately 205 Bolivar
Fuerte/$1 and a net currency exchange loss of $2 was recorded for the year ended February 29, 2016. In March 2016,
the Venezuelan government enacted further changes to its foreign currency exchange mechanisms, including a 59%
devaluation of the official government exchange rate (re-named DIPRO) from 6.3 bolivars to 10 Bolivar Fuerte/$1.
The SIMADI exchange rate was replaced by the DICOM exchange rate, which the Venezuelan government reported
would be allowed to float to meet market needs. As of February 28, 2017, the DICOM rate was deemed to be the
appropriate rate to use for remeasuring its Venezuelan subsidiary’s financial statements and the published rate offered
was  700 Bolivar Fuerte/$1. A net currency exchange loss of $8 was recorded for the year ended February 28, 2017. In
January 2018, the Venezuelan government eliminated the government DIPRO rate, stating that all currency
transactions must now be carried out at the DICOM rate. As of February 28, 2018, the published DICOM rate was
35,280 Bolivar Fuerte/$1. A net currency exchange loss of $148 was recorded for the year ended February 28, 2018.
All currency exchange gains and losses are included in Other Income (Expense) on the Consolidated Statements of
Operations and Comprehensive Income (Loss).

The Company has certain U. S. dollar denominated assets and liabilities in its Venezuelan subsidiary, including our
U.S. dollar denominated intercompany debt, which has been subject to currency fluctuations associated with the
devaluation of the VBF.

Seasonality

We typically experience seasonality in our operations. We generally sell a substantial amount of our products during
September, October and November due to increased promotional and advertising activities during the holiday
season.  Our business is also significantly impacted by the holiday season.

Related Party Transactions
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None noted.

Recent Accounting Pronouncements

We are required to adopt certain new accounting pronouncements. See Note 1(w) of the Notes to the Consolidated
Financial Statements of this Annual Report on Form 10-K.

Item 7A-Quantitative and Qualitative Disclosures about Market Risk

The market risk inherent in our market instruments and positions is the potential loss arising from adverse changes in
marketable equity security prices, interest rates and foreign currency exchange rates.

Marketable Securities
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Marketable securities at February 28, 2018, which are recorded at fair value of $3,620, include an unrealized gain of
$0 and have exposure to price fluctuations. This risk is estimated as the potential loss in fair value resulting from a
hypothetical 10% adverse change in prices quoted by stock exchanges and amounts to $362 as of February 28, 2018.
Actual results may differ.

Interest Rate Risk

Our earnings and cash flows are subject to fluctuations due to changes in interest rates on investment of available cash
balances in money market funds and investment grade corporate and U.S. government securities. In addition, our bank
loans expose us to changes in short-term interest rates since interest rates on the underlying obligations are either
variable or fixed. In connection with our Florida Mortgage, we have debt outstanding in the amount $8,613 at
February 28, 2018. Interest on the Florida Mortgage is charged at 70% of 1-month LIBOR plus 1.54%. We have an
interest rate swap for the Florida Mortgage with a notional amount of $8,613 at February 28, 2018 which locks the
interest rate at 3.48% (inclusive of credit spread) through the mortgage end date of March 2026.

Foreign Exchange Risk

We are subject to risk from changes in foreign exchange rates for our subsidiaries and marketable securities that use a
foreign currency as their functional currency and are translated into U.S. dollars. These changes result in cumulative
translation adjustments, which are included in Accumulated Other Comprehensive Income (Loss).  At February 28,
2018, we had translation exposure to various foreign currencies with the most significant being the Euro, Hong Kong
Dollar, Chinese Yuan, and Mexican Peso. The potential decrease in sales, and net income, resulting from a
hypothetical 10% adverse change in quoted foreign currency exchange rates for the year ended February 28, 2018
amounts to approximately $8,783 and $476, respectively.  Actual results may differ.

The Company continues to monitor the political and economic climate in Venezuela. Venezuela did not have any
sales for the year ended February 28, 2018. Approximately $11 of assets invested in Venezuela are cash related and
are subject to government foreign exchange controls. The Company also maintains $3,542 in real estate property in
Venezuela that could be subject to government foreign exchange controls upon their ultimate sale.

Item 8-Consolidated Financial Statements and Supplementary Data

The information required by this item begins on page 39 of this Annual Report on Form 10-K and is incorporated
herein by reference.

Item 9-Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A-Controls and Procedures

Evaluation of Disclosure Controls and Procedures

VOXX International Corporation and subsidiaries (the "Company") maintains disclosure controls and procedures that
are designed to ensure that information required to be disclosed in the reports that the Company files or submits under
the Securities and Exchange Act is recorded, processed, summarized, and reported within the time periods specified in
accordance with the SEC's rules and regulations, and that such information is accumulated and communicated to the
Company’s management, including its Chief Executive Officer and Chief Financial Officer, as appropriate, to allow
timely decisions regarding required financial disclosures.
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As of the end of the period covered by this report, the Company carried out an evaluation, under the supervision and
with the participation of the Company’s management, including the Chief Executive Officer and Chief Financial
Officer, of the effectiveness of the design and operation of its disclosure controls and procedures pursuant to the
Securities and Exchange Act Rule 13a-15. Based upon this evaluation as of February 28, 2018, the Chief Executive
Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures were deemed to
be effective and adequately designed.

Management's Report on Internal Control Over Financial Reporting

The Company’s management is responsible for establishing and maintaining adequate internal control over financial
reporting; as such term is defined in the Securities and Exchange Act Rules 13a-15(f) and 15d-15(f). The Company’s
internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability
of financial reporting and the
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preparation of financial statements for external purposes in accordance with generally accepted accounting principles
and includes those policies and procedures that:

•Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions anddispositions of the assets of the Company;

•
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

•Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or dispositionof the Company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

Under the supervision, and with the participation of the Company’s management, including the Chief Executive
Officer and Chief Financial Officer, the Company evaluated the effectiveness of the Company’s internal control over
financial reporting as of February 28, 2018 based on the framework set forth by the 2013 Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the "2013 COSO
Framework"). Based on that evaluation, management concluded that the Company's internal control over financial
reporting was effective as of February 28, 2018 based on the criteria established in the 2013 COSO Framework.

The certifications of the Company’s Chief Executive Officer and Chief Financial Officer included in Exhibits 31.1 and
31.2 to this Annual Report on Form 10-K includes, in paragraph 4 of such certifications, information concerning the
Company’s disclosure controls and procedures and internal control over financial reporting. Such certifications should
be read in conjunction with the information contained in this Item 9A. Controls and Procedures, for a more complete
understanding of the matters covered by such certifications.

The effectiveness of the Company’s internal control over financial reporting as of February 28, 2018 has been audited
by Grant Thornton LLP, an independent registered public accounting firm who also audited the Company’s
Consolidated Financial Statements. Grant Thornton LLP’s report on the effectiveness of the Company’s internal control
over financial reporting is included below.

42

Edgar Filing: VOXX International Corp - Form 10-K

79



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
VOXX International Corporation
Opinion on internal control over financial reporting
We have audited the internal control over financial reporting of VOXX International Corporation (a Delaware
corporation) and subsidiaries (the “Company”) as of February 28, 2018, based on criteria established in the 2013
Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSO”). In our opinion, the Company maintained, in all material respects, effective internal control over
financial reporting as of February 28, 2018, based on criteria established in the 2013 Internal Control-Integrated
Framework issued by COSO.
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States) (“PCAOB”), the consolidated financial statements of the Company as of and for the year ended February 28,
2018 and our report dated May 14, 2018 expressed an unqualified opinion on those financial statements.
Basis for opinion
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, included in the accompanying
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the
Company’s internal control over financial reporting based on our audit. We are a public accounting firm registered
with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audit in accordance with the standards of the PCAOB. 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. Our audit included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Definition and limitations of internal control over financial reporting
A company’s internal control over financial reporting is a process designed 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
a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

/s/ GRANT THORNTON LLP
Melville, New York
May 14, 2018
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