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Mayor Teresa Jacobs 
AND 
Orange County Board of County Commissioners 
Orange County Administration Center 
201 South Rosalind A venue, 5th Floor 
Orlando, FL 32801 

Re: Action Requested: Adoption ofResolution approving under Sections 159.47(1)(f) 
and 125.01(1)(z), Florida Statutes, the Issuance by the Orange County Industrial 
Development Authority of Not to Exceed $9,995,000 of Orange County Industrial 
Development Authority Industrial Development Industrial Development Revenue 
Bonds (Voxx Project) 

Dear Mayor Jacobs: 

We serve as legal counsel to the Orange County Industrial Development Authority (the 
"Authority") in connection with the proposed Orange County Industrial Development Authority 
Industrial Development Revenue Bonds (Voxx Project) in the principal amount not to exceed 
$9,995,000 (the "Voxx Bonds"). 

The Authority hereby respectfully requests that at its June 30, 2015 meeting, the Orange 
County Board of County Commissioners (the "Board") approve under Section 147(f) of the 
Internal Revenue Code and Sections 159.47(l)(f) and 125.01(l)(z), Florida Statutes, the issuance 
by the Authority of the Voxx Bonds. The Authority adopted Resolution No. 2015-02 relating to 
the Voxx Bonds (the "Authority Inducement Resolution") at the regular meeting of the Authority 
held on May 19, 2015 and will conduct an advertised public hearing with respect to the Voxx 
Bonds at the regular meeting of the Authority to be held on June 16, 2015. 

As requested in the Application for Industrial Development Revenue Bond Financing that 
has been submitted to the Authority (the "Bond Application") by Voxx HQ, LLC, a Florida limited 
liability company ("Voxx"), the Voxx Bonds will be issued for the benefit ofVoxx. The proceeds 
from the sale of the Voxx Bonds will be loaned to Voxx to finance part of the cost of constructing 
and equipping on approximately 8.71 acres of land in unincorporated Orange County the 
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manufacturing facilities more completely described in Exhibit "A" to the Authority Inducement 
Resolution (the "Voxx Project"). 

As you know, the Voxx Bonds may be issued only if the Board has approved the Voxx 
Bonds as required by Section 147(f) ofthe Internal Revenue Code and by Sections 159.47(l)(f) 
and 125.01(l)(z), Florida Statutes (collectively, the "Statutory Requirements"). For the Board's 
convenience, I have attached to this letter the following: 

1. The proposed Board Resolution in the form similar to that used in the past by the 
Board for its approval of industrial development revenue bonds issued by the 
Authority (the "Board Resolution"). Section 2 of the proposed Board Resolution 
explicitly provides that the approval therein is limited solely to the approval of the 
Voxx Bonds as required by the Statutory Requirements. 

2. A copy of the Authority Inducement Resolution, certified by the Authority's 
Secretary as adopted by the Authority on May 19, 2015, which is to be attached to 
the Board Resolution as Exhibit A; 

3. An executed copy of the Memorandum of Agreement referenced in the Authority 
Inducement Resolution; 

4. Draft minutes of the Authority's May 19, 2015 meeting, without attachments; 

5. The Authority's published Notice of Public Hearing relating to the TEFRA public 
hearing with respect to the Voxx Bonds held on June 16, 2015 , a copy of which is 
to be attached to the Board Resolution as Exhibit B; 

6. Draft minutes of the TEFRA public hearing conducted by the Vice Chairman of the 
Authority on June 16, 2015, showing that no member of the public appeared at the 
TEFRA public hearing relating to the Voxx Bonds and the Voxx Project; and 

7. A copy of Voxx's Application for the Issuance of Industrial Development Bonds 
that was addressed to the Authority. 

Should the Board desire to consider the Board Resolution at its June 30, 2015 meeting, the 
adoption of the Board Resolution need only be placed on the consent agenda for that meeting. 
Once the Board has adopted the Board Resolution, the Authority and Voxx will have all of the 
legislative authority necessary to issue the Voxx Bonds and loan the proceeds thereof to Voxx and 
thereafter will only be required to obtain a bond cap allocation from the State of Florida and to 
finalize various customary financing documents with the assistance of staff and advisors. 
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As stated in the draft minutes of the Authority's May 19, 2015 meeting, all of the Voxx 
Bonds initially will be privately placed with Wells Fargo Bank. 

In order to permit the sale of the Voxx Bonds and the funding ofthe Voxx Project as soon 
as possible, we will appreciate the Board's consideration of the enclosed Board Resolution at its 
June 30, 2015 meeting. 

A file labeled "BCC Agenda Backup" containing a copy of this agenda item and all 
supporting documentation is in the top drawer of the BCC file cabinet in the supply room adjacent 
to Commissioner Thompson's office. 

If there is a problem with scheduling this matter on June 30, 2015 or if you or any of the 
other members of the Board or its staff should require any additional information, please get in 
touch with me at your earliest convenience. 

ACTION REQUESTED: Adoption of Resolution approving the issuance of the Orange 
County Industrial Development Authority Industrial Development Revenue Bonds (Voxx Project) 
in an aggregate principal amount of not to exceed $9,995,000. 

t:'~~f~ 
Leighton D. Yates, Jr. 

cc: (All with enclosures) 
Ms. Cheryl Gillespie, Agenda Development (3 copies) 
Mr. Ajit Lalchandani, Orange County Administrator 
Jeffrey Newton, Esq., Orange County Attorney 
Lila I. McHenry, Esq., Assistant County Attorney 
Ms. Peggy McGarrity, Chief Deputy Comptroller 
Mr. Fred Winterkamp, Manager, Fiscal and Business Services 
Ms. Ann Catris, Assistant Secretary, OCIDA 
Grace E. Dunlap, Esq., Bryant Miller Olive, Bond Counsel 

#35887769_v2 



ORANGE COUNTY INDUSTRIAL DEVELOPMENT AUTHORITY 

Minutes of Regular Meeting Held on 
May 19,2015 

A Regular Meeting of the Orange County Industrial Development Authority (the 
"Authority") was held in the OMB Conference Room, 3rd floor, at the Orange County 
Administration Center, 201 S. Rosalind Avenue, Orlando, Florida 32801 at 2:00p.m. on May 19, 
2015. Present throughout the meeting were Chairman Sylvia Dunlap, Authority members Jean 
Abi-Aoun, Wade C. Vose and Justin Vermuth, and Authority Assistant Secretary Ann Catris. 
Authority Secretary Amy Mulford and newly-appointed Authority member Michael Hart were 
absent. The Authority members present constituted a quorum of the members of the Authority. 
Also in attendance were Leighton D. Yates, Jr., Brian Hanafin and paralegal Suzanne Cleven of 
Holland & Knight LLP, general counsel to the Authority. Also present throughout the meeting 
was Fred M. Winterkamp of the Financial & Business Services Division of Orange County. 

Chairman Dunlap presided at the meeting. She called the meeting to order at 2:05p.m. 

The first order of business to come before the meeting was to recognize and administer the 
Oath of Office to Justin Vermuth as a newly-appointed member ofthe Authority attending his first 
Authority meeting. The Authority welcomed Mr. Vermuth. 

The second matter to come before the meeting was the call for any public comment. 
Chairman Dunlap opened up the meeting for public comment; there being none, the Chainnan 
moved on to the next matter of business. 

The next item on the agenda was the approval of the minutes of the meeting of the 
Authority held on February 17,2015, the most recent previous meeting ofthe Authority. A draft 
of the proposed minutes pr~viously had been delivered to each of the members of the Authority. 
A motion to approve the minutes as distributed was made by Mr. Vose, seconded by Mr. Vermuth, 
and unanimously adopted. 

The next item of business on the agenda was the consideration of an Inducement Resolution 
and Memorandum of Agreement in connection with the proposed issuance of the Authority's 
bonds on behalf of the Voxx HQ, LLC ("Voxx" or the "Borrower"). The Borrower proposed. that 
the Authority issue its industrial development revenue bonds in an amount not to exceed 
$9,995,000 (the "Bonds") in order to (i) pay all or any part of the cost of issuance of the Bonds 
(within applicable limits); (ii) finance the cost of construction and equipping of the manufacturing 
portion of an approximately 115,000 square foot manufacturing facility (the "Voxx Project") for 
the manufacture of (a) rear seat "infotainment" systems tor installation in motor vehicles, (b) 
automotive antennas and (c) motor remote start and security systems. 

Present on behalf of Voxx were Daniel L. DeCubellis of Carlton Fields Jorden Burt, 
borrower's counsel, Grace E. Dunlap of Bryant Miller Olive, bond counsel for Voxx, Edward D. 
Mas, Voxx Hirschmann Executive Vice President, and Leon R. Camarda of Project Management 
Advisors, Inc., Owners Representative/Construction Manager for the Voxx Project. 



Mr. DeCubellis gave a brief overview of the Voxx Project which was followed by a full 
discussion by Mr. Mas elaborating on the history of the company, the industry and projections for 
the future ofVoxx. Ms. Grace Dunlap stated that Wells Fargo has indicated they will purchase 
the bonds. Mr. Yates stated there was a letter from Wells Fargo included in the application 
indicating the intention of Wells Fargo to purchase and hold the bonds except to the extent sold to 
another qualified institutional buyer. Mr. Mas continued his discussion on the company. Currently 
Voxx is located in three separate facilities, two of which are rentals. Voxx expects significant 
employment growth (possibly up to a total400 employees) to occur in connection with the Voxx 
Project. In cmmection with its applications to the State of Florida and Orange County for economic 
incentives (which were granted by the State and Orange County), the Borrower had indicated that 
up to 109 net new jobs will be available at the Voxx Project. The new jobs will include assembly 
line workers, cut and sew technicians, engineers, and more other classifications. 

Mr. Winterkamp a"ked about the allocation of the bonds only to finance the manufacturing 
portion of the project. Ms. Grace Dunlap explained the Bonds will be issued in complete 
compliance with IRS guidelines, and non-manufacturing portions of the Voxx Project will be 
financed with equity or taxable borrowings. 

Mr. Yates explained there will be no TEFRA hearing today, and Ms. Grace Dunlap said 
that the Borrower is working on a timetable but it is not yet final. 

Mr. Vose asked about which otherwise proper expenses already incurred in connection 
with the construction of the Voxx Project could be financed with tax exempt bonds Ms. Grace 
Dunlap responded stated that otherwise qualifying costs incurred no more than 60 days prior to 
the date of the Inducement Resolution could be financed with tax exempt bonds. 

Mr. Abi-Auon asked about the Borrower's sales as reported in the application. Mr. Mas 
explained the automotive audio industry has held steady for several years which is why Voxx is 
going in a different direction and endeavoring to provide products and services directly to 
automotive manufacturers (rather than principally as add-ons installed on motor vehicles at the 
dealer level, which traditionally has been most of the Borrower's business). Voxx has several 
contracts with automotive manufacturers in place. 

Mr. Vermuth asked if Voxx was first to market with their products. Mr. Mas stated that 
Voxx has a strong patent portfolio on file with the US Patent & Trademark office. Mr. Vose asked 
if Voxx International Corporation, the Guarantor of the Bonds referenced in the Memorandum of 
Agreement, is the parent company ofVoxx; Mr. Mas stated that it is. 

Mr. Yates said that he had reviewed the Inducement Resolution and the Memorandum of 
Agreement on behalf of the Authority and such documents are in proper form for acceptance by 
the Authority. 

Based on the foregoing, a motion was made by Mr. Vose and seconded by Mr. Vennuth 
that the Authority approve Resolution No. 2015-02 which is attached to these minutes and 
captioned: 
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RESOLUTION NO. 2015-02 

AN INDUCEMENT RESOLUTION OF THE ORANGE COUNTY 
INDUSTRIAL DEVELOPMENT AUTHORITY GRANTING 
PRELIMINARY APPROVAL TO THE ISSUANCE OF INDUSTRIAL 
DEVELOPMENT REVENUE BONDS OF THE ISSUER IN AN 
AMOUNT NOT TO EXCEED $9,995,000 TO FINANCE A 
MANUFACTURING PROJECT FOR VOXX HQ LLC AND ITS 
RELATED ENTITIES; APPROVING A MEMORANDUM OF 
AGREEMENT BETWEEN THE ISSUER AND THE BORROWER; 
SETTING FORTH THE TERMS AND CONDITIONS UNDER WHICH 
SUCH REVENUE BONDS WILL BE SOLD AND ISSUED TO 
FINANCE SUCH PROJECT; AUTHORIZING THE EXECUTION 
THEREOF; PROVIDING AN EFFECTIVE DATE; AND PROVIDING 
CERTAIN OTHER DETAILS WITH RESPECT THERETO. 

The motion passed unanimously, with Mr. Vose, Mr. Abi-Aoun, Mr. Vennuth and 
Ms. Dunlap all voting in favor. There were no negative votes or abstentions. 

There being no further business, the Chainnan adjourned the meeting at 2:55p.m. 

#35697139 v2 

Respectfully submitted, 

Ann Catris 
Assistant Secretary 
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ORANGE COUNTY INDUSTRIAL DEVELOPMENT AUTHORITY 

Minutes of TEFRA Public Hearing 
Held Before the Vice Chairman of the Authority 

at 2:00 p.m. on June 16, 2015 

Pursuant to a notice duly published in the Orlando Sentinel at least two weeks in advance 
ofthe hearing, at the advertised time (i.e. at 2:00p.m. on June 16, 2015) Authority Vice Chairman 
Jean Abi-Aoun conducted a TEFRA Public Hearing on behalf of the Orange County Industrial 
Development Authority (the "Authority") at the advertised location, the OMB Conference Room 
on the 3rd floor of the Orange County Administration Center, 201 S. Rosalind A venue, Orlando, 
Florida 32801. 

Present throughout the TEFRA public hearing were Authority Vice Chairman Jean Abi
Aoun and Authority Assistant Secretary Ann Catris. Also in attendance at the public hearing were 
Leighton D. Yates, Jr. and paralegal Suzanne Cleven of Holland & Knight LLP, general counsel 
to the Authority, and Fred M. Winterkamp, Stephanie Taub, and Danielle Philippe of the Financial 
& Business Services Division of Orange County. 

In compliance with TEFRA, the public hearing was advertised for the purpose of providing 
an opportunity for public comment on the Authority's proposed Orange County Industrial 
Development Authority Industrial Development Revenue Bonds (Voxx Project) in the principal 
amount of not to exceed $9,995,000 (the "Voxx Bonds") to be issued for the purpose of loaning 
the proceeds to Voxx HQ, LLC ("Voxx") in order to finance for Voxx part of the cost of 
constructing and equipping certain manufacturing facilities on approximately 8.71 acres of land in 
unincorporated Orange County. 

Authority Vice Chairman Jean Abi-Aoun conducted the public hearing. Because the only 
persons present at 2:00p.m. were the representatives of the Authority and Orange County named 
above plus DanielL. DeCubellis of Carlton Fields Jorden Burt, counsel to Voxx and Edward D. 
Mas, Executive Vice President ofVoxx Hirschmann, Mr. Abi-Aoun waited unti12:02 p.m. to open 
the public hearing. 

Mr. Abi-Aoun announced that the TEFRA public hearing had been duly advertised in the 
Orlando Sentinel and asked if there were any representatives of the public present who wanted to 
be heard on the Voxx Bonds or the Voxx Project. When no person asked to be heard, Mr. Abi
Aoun closed and adjourned the TEFRA public hearing at 2:10p.m. 

#35885175_v2 

Respectfully submitted, 

Ann Catris 
Assistant Secretary 
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D C 20549 

FORM 10-K 

Annual Report Pursuant to Section 13 or IS (d) of the Securities Excbange Act of 1934 

f<'nr the fi~~al ycH ended February 28, 2010 

Commission file number 0-28839 

AUDIOVOX CORPORATION 
(Exact name of registrant as specified in its charter) 

Delaware 13-1964841 
(State or other jurisdiction of 
incorporation or organization) 

(IRS Employer Identification No.) 

180 Marcus Blvd., Hauppauge, New York 
(Address of principal executive offices) 

(631} 231-7750 

11788 
(Zip Code) 

(Registrant's telephone number, including area code) 

Securities registered pursuant to· Section 12(b} of the Act: 

Title of each class: Name of Each Exchange on which Registered 

Class A Common Stock $.01 par value The Nasdaq Stock Market LLC 

Securities registered pursuant to Section 12(g) of the Act: 
None 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. 
Yes 0 No 00_ 

Indicate by check mark ifthe registrant is not required to file reports pursuant to Section 13 or Section l5(d) of the Act. 
Yes 0 No 00 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file 
such reports) and (2} has been subject to such filing requirements for the past 90 days. 

Yes lKl No 0 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-Kis not contained herein, and 
will not be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in 
Part III of this Form 10-K or any amendment to this Form I 0-K. 



Indrcate hy check mark whether registrant rs a large accelerated filer, an accelerated filer, or a non-accelerated Iller or a 
smaller reporting company. Sec definition of "accelerated filer", "large accelerated filer" and "smaller reporting company" in Rule 
!2b-2 of the Exchange Act. (check one) 

Large accelerated filer D Accelerated filer 0 Non-accelerated filer D Smaller reporting company D 

Indicate by check mark whether the Registrant is a shell company (as defined in mlc 12b-2 of the Act) 
Yes D No 0 

The aggregate market value of the common .stock held by non-affiliates of the Registrant wa~ $180,455,344 (based upon 
closing price on the Nasdaq Stock Market on August 31, 2009). 

The number of shares outstanding of each of the registrant's classes of common stock, as of May 14,2010 was: 

Class 

Class A common stock $.01 par value 
Class B common stock $.0 I par value 

DOCUMENTS INCORPORATED BY REFERENCE 

Outstanding 

20,622,905 
2,260,954 

Part Ill- (Items I 0, II, 12, I 3 and 14) Proxy Statement for Annual Meeting of Stockholders to be filed on or before June 28, 2010. 
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CAUTIONARY STATEMI~NT RELATING TO THE SAFE HARBOR PROVISIONS OF THE PRIVATE SECURITIES 
LITIGATlON REFORM ACT OF 1995 

This Annual Report on Form I 0-K and the information tncorporated by reference includes "forward-looking statements" within the 
meaning of section 27A of the Securities Act of 1933 and Section 21 E 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 arc 
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," 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 lAunder "Risk Factors". 

NOTE REGARDING DOLLAR AMOUNTS AND FISCAL YEAR END CHANGE 

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 I 0-K are exclusive of discontinued operations. 

In February 2006, the Company changed its fiscal year end from November 30th to February 28th. The Company's current fiscal year 
began March 1, 2009 and ended February 28,2010. 

PART I 

Item 1-Business 

Audiovox Corporation ("Audiovox", "We", "Our", "Us" or "Company") is a leading international distributor in the accessory, 
mobile and consumer electronics industries. With our most recent acquisition of Invision Automotive Systems, Inc. we have added 
manufacturing capabilities to our business model. We conduct our business through eleven wholly-owned subsidiaries: American 
Radio Corp., Audiovox Electronics Corporation ("AEC"), Audiovox Accessories Corp. ("AAC"), Audiovox Consumer Electronics, 
Inc. ("ACE"), Audiovox German Holdings GmbH ("Audiovox Germany"), Audiovox Venezuela, C.A., Audiovox Canada Limited, 
Entretenimiento Digital Mexico, S. de C.V. ("Audiovox Mexico"), Code Systems, Inc, Schwaiger GmbH ("Schwaiger") and Invision 
Automotive Systems, Inc. ("Invision"). We market our products under the Audiovox® brand name, other brand names and licensed 
brands, such as Acoustic Research®, Advent®, Ambico®, Car Link®, Chapman®, Code-Alarm®, Discwasher®, Energizer®, 
Heco®, Incaar1M, Invision®, Jensen®, Mac AudioTM, Magnat®, Movies2Go®, Oehlbach®, Phase Linear®, Prestige®, Pursuit®, 
RCA®, RCA Accessories®, Recoton®, Road Gear®, Schwaiger®, Spikemaster® and Terk®, 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 and presently have one reportable segment (the "Electronics Group"), which is organized by product category. 

Audiovox was incorporated in Delaware on April I 0, 1987, 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. 

We make available financial information, news releases and other information on our web site at www.audiovox.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 Fonu 10-Q, current reports on Form 8-K and any amendments to these reports filed or furnished 
pursuant to Section 13(a) or IS(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: 
Chris Lis Johnson, Company Secretary, 180 Marcus Boulevard, Hauppauge, New York 11788, (631) 231-7750. 

Acquisitions 

We have recently acquired and continue to integrate the following acquisitions, discussed below, into our existing business 
structure: 

In February 2010, the Company's new subsidiary, lnvision Automotive Systems, Inc. completed the acquisition of the assets 
of lnvision Industries, Inc., a leading manufacturer of rear scat entertainment systems to OEM's, ports and car dealers for a total cash 
purchase price of $10,307, with all acquisition costs of $219 expensed as incurred in accordance with ASC 805. The purpose of this 
acquisition was to increase our R&D capabilities, add a manufacturing facility to our business structure and augment our OE group. 

Source: ;\UDICHO/ COHP 10-K. fli'ly 14, 2010 
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In October 2009, Audiovox Gcnnan Holdings GmbH completed the acquisition of certain assets of Schwa1ger Gmbll, a 
German market leader in the consumer electronics, SAT and receiver technologies for a total net asset payment o[ $4,348, w1th 
acquisllion costs of $209 expensed as incurred. The purpose of this acquisition was to expand our European operations and mcrease 
our presence in the European accessory market. 

Prior to Fiscal 20 I 0, the Company expanded its market presence by acquiring and fully integrating the following businesses. 

In December 2007, the Company completed the acquisition of certain assets and liabilities of Thomson's U.S., Canada, 
Mexico, China and Hong Kong consumer electronics audio/video business, as well as the rights to the RCA brand for the audio/video 
field of use. Contemporaneous with this transaction, the Company entered into a license agreement with Multimedia Device Ltd., a 
Chmese manufacturer, to market certain product categories acquired. 

In November 2007, AAC completed the acquisition of all of the outstanding stock of Teclmuity, Inc., an emerging leader in 
the battery and power products industry and the exclusive licensee of the Energizer® brand in North America for rechargeable 
batteries and battery packs for camcorders, cordless phones, digital cameras, DVD players and other power supply devices. 

In August 2007, Audiovox Germany acquired certain assets of Incaar Limited, a U.K. business that specializes in rear seat 
electronics systems. 

In March 2007, Aud iovox Germany acquired the stock of Oehlbach, a European market leader in the accessories business. 

ln January 2007, we acquired certain assets and liabilities of Thomson's Americas consumer electronics accessory business 
which included the rights to the RCA Accessories brand for consumer electronics accessories. 

Refer to Note 2 "Business Acquisitions" of the Notes to Consolidated Financial Statements for additional information 
regarding the Fiscal 2010 acquisitions. 

Divestitures (Discontinued Operations) 

On November 7, 2005, we completed the sale of our majority owned subsidiary, Audiovox Malaysia ("AVM") to the then 
current minority interest shareholder due to increased competition from non-local OEM's and deteriorating credit quality of local 
customers. This divestiture has been presented as discontinued operations. Refer to Note 3 "Discontinued Operations" of the Notes to 
Consolidated Financial Statements for additional information regarding the aforementioned divestiture. 

Strategy 

Our objective is to grow our business by acquiring new brands, embracing new technologies, expanding product development 
and applying this to a continued stream of new products that should increase gross margins and improve operating income. ln 
addition, we plan to continue to acquire synergistic companies that would allow us to leverage our overhead, penetrate new markets 
and expand existing product categories through our business channels. 

The key elements of our strategy are as follows: 

Capitalize on the Audiol'oxfami/y of brands. We believe the "Audiovox" portfolio of brands is one of our greatest strengths 
and offers us significant opportunity for increased market penetration. To further benefit from the Audiovox portfolio of 
brands, we continue to invest and introduce new products using our brand names, in addition to seeking opportunities to 
license our products. 

Capitalize on niche product and distribution opportunities in the electronics industry . . We intend to use our extensive 
distribution and supply networks to capitalize on niche product and distribution opportunities in the mobile, consumer and 
accessory electronics categories. 

Leverage our domestic and international distribztlion network. We believe our distribution network which includes power 
retailers, mass merchandisers, distributors, car dealers and OEM's will allow us to increase market penetration.· 

Grow our international presence. We continue to expand our international presence through our companies in Germany, 
Canada, Mexico and Hong Kong. We also continue to export from our domestic operations in the United States. We will 
pursue additional business opportunities through acquisition 
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Pursue s/ralegic and complemen/ary acquistllons. We continue to monitor economtc and tndustry conditions in order to 
evaluate potential synergistic business acqutstttons that would allow us to leverage overhead, penetrate new markets and 
expand our existmg business distribution. 

Conlinue to au/source manufac/uring Ia increase operalmg le1·erage. A key component of our business strategy is 
outsourcing the manufacturing of the majority of our products, which allows us to deliver the latest technological advances 
without the fixed costs associated with manufilcturing. 

Monitor operating expenses. We maintain continuous focus on evaluating the current business structure in order to create 
operating efficiencies, including investments in management information systems, with the primary goal of increasing 
operating income. 

Industry 

We participate in selected product categories in the mobile, consumer and accessory electronics markets. The mobile and 
consumer electronics and accessory industries are large and diverse and encompass a broad range of products. This industry offers the 
ability to specialize in niche product markets. The introduction of new products and technological advancements are the major growth 
drivers in the electronics industry. Based on this, we continue to introduce new products across all product lines, with an increased 
focus on niche product offerings. 

Products 

The Company currently reports sales data for the following two· product categories: 

Electronics products include: 

•··mobile multi-media video products, including in-dash, overhead, headrest and portable mobile video systems, 
•"autosound products including radios, speakers, amplifiers and CD changers, · 
•··satellite radios including plug and play models and direct connect models, 
•··automotive security and remote start systems, 
•"auwmotive power accessories, 
•"rear observation and collision avoidance systems, 
•··home and portable stereos, 
•··digital multi-media products such as personal video recorders and MP3 product<>, 
• "camcorders, 
•··clock-radios, 
•··digital voice recorders, 
•··home speaker systems, 
•··portable DVD players, 
8 "digital picture frames, and 
""e-readers. 

Accessories products include: 

•··High-Definition Television ("HDTV") antennas, 
a·· Wireless Fidelity ("WiFi") antennas, 
a••High-Definition Multimedia Interface ("HDMI") accessories, 
•··home electronic accessories such as cabling, 
•"other connectivity products, 
•"power cords, 
•"performance enhancing electronics, 
... TV universal remotes, 
•·· flat panel TV mounting systems, 
•··iPod specialized products, 
P"wircless headphones, 
•··rechargeable baUery backups (UPS) for camcorders, cordless phones and portable video (DVD) batteries and 

accessones, 
•··power supply systems, 
•··electronic equipment cleaning products, and 
• "'Set-top boxes. 

We believe our product groups have expanding market opportunities with certain levels oC voiatility reiated to domestic and 
international markets, new car sales, increased competition by manufacturers, private labels, tcclmological advancements, 
discretionary consumer spending and general economtc conditions. Also, all of our product~ arc subject to price fluctuations which 
could affect the carrying villue of inventories and gross margins in the future. 

Source· AUfJIOVOX COf\P. 10-K, ~viay ·1,~. 2010 
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Net sales by product category, gross prof1t and net assets Rre as follows: 

Fiscal · Fiscal Fiscal 
2010 2009 2008 

Electronics $ 375,021 $ 449,433 $ 437,018 
Accessories 175,674 153,666 154,337 

Total net sales $ 550,695 $ 603,9.99 :1> 591 355 

Gross profit $ 106,751 $ 100,268 $ Ill ,328 
Gross margin percentage 19.4% 16.6% 18.8% 

Total assets $ 488,978 $ 461,296 $ 533,036 

Licensing and Royalties 

We have various license and royalty programs with manufacturers, customers and other electronic suppliers. Such 
agreements entitle us to receive license and royalty income for the use of Audiovox brands on products sold by the licensees without 
adding any significant· costs. Depending on the terms of each agreement, income is based on either a fixed amount per unit or 
percentage of net sales. Current license and royalty agreements have duration periods, which range from l to 20 y~s. whereas other 
agreements are in perpetuity and certain agreements may be renewed at termination of the agreement. 

License and royalty income is recorded upon sale to the end-user and amounted to $4,453, $4,430 and $2,190 for the years 
ended February 28, 2010, February 28, 2009 and February 29, 2008, respectively. 

Distribution and Marketing 

• power retailers, 
• mass merchants, 
• regional chain stores, 
• specialty and internet retailers, 
e independent 12 voit retail crs, 
" distributors, 
" new car dealers, 
• vehicle equipment manufacturers (OEM), and 
• the U.S. military. 

We sell our products under OEM arrangements with domestic and/or international subsidiaries of automobile manufacturers 
such as Ford Motor Company, Chrysler, General Motors Corporation, Toyota, Kia, Mazda, BMW, Subaru and Porsche. These 
arrangements require a close partnership with the customer as we develop producrs to meet specific requirements. OEM products 
accounted for approximately 9% of net sales for the years ended February 28,2010, February 28, 2009 and February 29, 2008. 

Our five largest customers represented 36% of net sales during the years ended Februarf 28, 2010 and February 28, 2009, 
and 25% for the year ended February 29, 2008, respectively. During the year ended February 28, 20 !0, two customers accounted for 
approximately 28% of net soles nnd in February 28, 2009, one customer accounted for approximately 22% of the Company's net sales. 
However during the year ended February 29,2008, no single customer accounted for more than 10% of net sales. 

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

& product design and development, 
• engineering and testing, 
g sales training and customer packaging, 
o in-store display design, 
o installation training and technical support, 
~ product repair scr;ices and \Varranty, 
e nationwide installation network, 
e warehousing, and 
o specialized manufacturing. 
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We have flexible sluppmg policies designed to meet custome1 needs. In the absence of specific customer instructions, we 
ship products W!lhin 24 to 48 hours from the rccetpl of an order from public warehouses and !cased facilities throughout the United 
States, Canada, Mexico, Venezuela and Germany 

Product Development, \Varranty and Customct· Service 

Our product development cycle includes: 

o identifying consumer trends and potential demand, 
• responding to those trends through product clesign and feature inter;ration, which includes 5oftw<~r<: des•gn, 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 and 
standards. 

Utilizing our company-owned and thtrd party facilities in the United States, Europe and Asia, we work closely with 
customers and 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 Hauppauge, New York and Troy, Michigan facilities 
arc lSO 1400 I :2004 and/or ISOffS 16949:2002 certified, which requires the monitoring of quality standards in all facets of business. 

We are committed to providing product warranties for all our product lines, which generaiiy range from 90 days up io the life 
of the vehicle for the original owner on some automobile-installed products. To support our warranties, we have independent warranty 
centers throughout the United States, Canada, Mexico, Central America, Puerto Rico, Europe and Venezuela. Our customer service 
group along with our Company websitcs, provide product information, answer questions and serve as technical hotlines 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 are manufactured to our design specifications. 

We purchase our products from manufacturers principally located in several Pacific Rim countries, including China, Hong 
Kong, Indonesia, Malaysia, South Korea, Taiwan and Singapore, as well as the United States, Canada and Mexico. In selecting our 
manufacturers, we consider quality, price, service, reputation and financial stability. ln order to provide coordination and supervision 
of supplier performance such as price negotiations, delivery and quality control, v.-e 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 do not have long-tenn 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 compettttve 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 Mobile Electronic products compete against 
factory-supplied products, including those provided by, among others, General Motors, Ford and Chrysler. Our Mobile Electronic 
products also compete in the automotive aftermarket against major companies such as Sony, Panasonic, Kenwood, Directed 
Electronics, Autopage, Rosen, Myron and Davis, Coby, Phillips, Insignia, and Pioneer. Our Accessories and Consumer Electronics 
product lines compete against major companies such as Sony, Phillips, Coby, Emerson Radio, Jasco and Belkin. 

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 14 ofthc Notes to Consolidated Financials Statements, included herein 
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Equity lnvcsltncnt 

We have a 50% non-controlling ownership Interest m Audiovox Spcctalizcd Applications, Inc. ("ASA") which acts as a 
distributor of televisions and other automotive sound, security and accessory products to specialized markets for spec1altzcd vch1cles, 
such as, but not I imited to, RV's, van conversions and marine vehicles. The goal of th1s equity mvestmcnt 1s to blend financial and 
product resources with local operations in an effort to expand our distribution and marketing capabil ittes 

Employees 

As of february 28, 20 I 0, we employed approximately 970 people worldwide. We consider our relations with employees to 
be good and no employees arc covered by collective bargaining agreements. 

Item lA-Risk Factors 

We have identified certain risk factors that apply to us. You should carefully consider each of the following risk factors and 
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. 

Our success will depend 011 a less diversified line of business. 

Currently, we generate substantially all of our sales from the Consumer and Mobile Electronics and Accessories 
businesses. We cannot assure you that we can grow the revenues of our Electronics and 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 Electronics and 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 Electronics and 
Accessories businesses in future periods. 

Tlze Electronics and Accessories Businesses are Highly Competitive and Face Significant Competition from Origi11al Equipment 
Manufacturers (OEMs) and Direct Imports By Our Retail Customers. 

The market for consumer electronics and accessories is highly competitive across all product lines. We compete against many 
established companies who have substantially greater financial and engineering resources than we do. We compete directly with 
OEMs, including divisions of well-known automobile manufacturers, in the autosound, auto security, mobile video and accessories 
industty. 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. 

Sales Category Dependent on Economic Success of Automotive Industry. 

A portion of our OEM sales are to American automobile manufacturers, specifically Chrysler, General Motors and Ford. Some of 
these OEM manufacturers have entered plans to reorganize their operations as a result of general economic conditions. If they are not 
successful in their reorganization, it could have a material adverse effect on a portion of our OEM business. 

We Do Not Have Long-term Sales Contracts with Ally of Our Customers. 

Sales of our products arc made by written purchase orders and are terminable at will by either party. 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 

We Depend on a Small Number of Key Customer.r for a Large Percentage of Our Sales 

The electronics industry is characterized by a number of key customers. Specifically 36%, 36% and 25% of our sales were to five 
customers in fiscal 20 !0, 2009 and 2008, respectively. The loss of one or more of these customers could have a material adverse 
impact on out busmess. 
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Sales in Our Efectronicr om/ Accessories Businesses are Dependent on New Products, Product Development and Consumer 
Acceptance. 

Our Electronics and Accessones businesses depend, to a large extent, on the introduet1on and availability of innovative 
products and technologies If we are not able to conllnually introduce new products that achieve consumer acceptance, our sales and 
profit margins may decline. 

Since We Do Not /lfanufacture All Our Products, We Depend on Our Suppliers to Provide Us wiilr Adequate Quantifies of High 
Quality Competitive Products on a Timely Basis. 

We do not manufacture all our products, and we do not have long-term contracts with our suppliers. Most of our products are 
imported from sup pi iers under short-term purchase orders. Accordingly, we can g1ve no assurance that: 

o our supplier relationships will continue as presently in effect, 
o our suppliers will not become competitors, 
o our suppliers will be able to obtain the components necessary to produce high-quality, teclmologically-advanced 

products for us, 
o 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, competitively 

priced, comparably featured or acceptable to our customers, 
• our suppliers have sufficient financial resources to fulfill their obligations, and 
• our suppliers will be able to obtain raw materials and labor necessary for production. 

On occasion our suppliers have not been able to produce the quantities of products that we desire. Our inability to 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 tenninated or interrupted, we could experience an 
immediate or long-term supply shortage, which could have a material adverse effect on our business. 

The Impact of Future Selling Prices and Technological Advancements 11UlY cause Price Erosion and Adversely Impact our 
Profitability and Inventory Value 

Since we do not make any of our own products and do not conduct 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 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. 

Because We Purchase n Significant Amount of Our Products from Suppliers in Pacific Rim Countries, We Are Subject to the 
Economic Risks Associated with Changes in the Social, Political, Regulatory and Economic Conditions Inherent in These 
Countries. 

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, 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. 

We Plan to Expand tlte International Marketing and Distribution of Our Products, Wlzich Will Subject U.r to Additional Business 
Risks. 

As part of our business strategy, we intend to increase our international sales, although we cannot assure you that we will be 
able to do so. Conducting business outside of the United States subjects us to significant additional risks, including· 

o export and import restrictions, tax consequences and other trade barriers, 
o currency fluctuations, 
• greater difficulty in accounts receivable collections, 
• economic and political instability, 
• forergn exchange controls that prohibit payment in US dollars, and 

C)ourc.::: /~LJD/OiJO/ COHP. 10-K. t-!lay i4, 2010 
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Our Products Could Infringe the Intellectual Property Rights of Others ami We May Be Exposed to Cost~l' Litigation. 

The products we sell are contmually changing as a result of improved technology. Although we and our-suppliers attempt to 
av01d infringing known proprietary nghts of third parties in om products, we may be subject to legal proceedings and claims for 
alleged infringement by us, our suppliers or our distributors, of third party's patents, trade secrets, trademarks or copyright'>. 

Any claims relating to the infringement of third-party proprietary rights, even if not mentorious, 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 

If Our Sales During tire Holiday Season Fall below Our Expectatiom, 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. 

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. 

Acquisitions and Strategic Investments May Divert Our Resources and Management Attention; Results May Fall Sltort 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, incurrence of debt and amortization expenses related to intangible 
assets. Acquisitions involve numerous risks, including: 

• difficulties in the integration and assimilation of the operations, technologies, products and persormel 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 have recorded, or may record in tlte future, goodwill and other intangible assets as a result of acquisitions, and changes in 
future business conditions could cause these investments to become impairet/, requiring substantial write-downs that would reduce 
our operating income. 

Goodwill and other intangible assets recorded on our balance sheet as of February 28, 2010 was $104,615. We evaluate the 
recoverability of recorded goodwill and other intangible asset amounts aimually, or when evidence of potential impairment 
exists. The annual impairment test is based on several factors requiring judgment. During Fiscal 2009, the Company recorded an 
impairment charge of$38,814 as a result of its impairment review (see Note l(k)). Changes in our operating performance or business 
conditions, in general, could result in an impairment of goodwill, if applicable, and/or other intangible assets, which could be material 
to our results of operations. 
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fVe Depend lleavi(l' 011 Existing Directors, !11auagemeut and Key Personnel and Our Ability to Recmit and Retain Qualified 
Personnel. 

Our success depends on the continued effor1s of our directors, executives and scnror vice presidents, many of whom have 
worked with Audiovox for over two decades, as well as our other executive officers and key employees. We have no employment 
contracts with any of our executive officers or key employees, except our Prcsrdent and Chief Executrve Officer. The loss or 
interruption of the continued full-time service of certain of our executive offrcers and key employees could have a material adverse 
effect on our busmcss. 

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 h(]vc a matcri'll adverse 
effect on our business. 

We Are Responsible for Product Warnmties and Defects. 

Even though we outsource manufacturing, we provide warranties for all of our products for which we have provided an 
estimated liability. Therefore, we arc highly dependent on the quality of our suppliers' products. 

Our Capital Resources May Not Be Sujjicie11t to ft1eet Our Future Capital and Liquidity Requirements. 

We believe that we currently have sufficient resources to fund our existing operations for the foreseeable future. However, 
-.vc may need additional capital to operate our business if: · 

• market conditions change, 
• our business plans or assumptions change, 
• we make significant acquisitions, or 
• we need to make significant increases in capital expenditures or working capital. 

Our Stock Price Could Fluctuate Significantly. 

The market price of our common stock couid fluctuate significantiy in response to various factors and events, inciuding: 

• 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, fin<Jncial 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. 

John J. Shalam, Our Chairman, Owns a Significant Portion of Our Common Stock and Can Exercise Control over Our Affairs. 

Mr. Shalam beneficially owns approximately 54% of the combined voting power of hoth classes of conunon stock. This will 
allow him to elect our Board of Directors and, in general, to 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 I3 common stock, which is not publicly traded and substantially all of which is benelicially owned by Mr. Shalam. 
Each share of Class A common stock is entitled to one vote per share and each share of Cla~s I3 common stock is entitled to ten votes 
per share. Both classes vote together as a single class, except in certain circumstances, for the election and removal of directors 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. 
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Otlzer Risks 

Other risks and uncertamt1cs include. 

• changes in U.S federal, state and local law, 
• our ability to implement operating cost structures that al1gn w1th revenue gro""1h, 
• trade sanctions against or for foreign countncs, 
• 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 

Hem IB-Unresolved Staff Comments 

As of the filing of this armual report on Form 10-K, there were no unresolved comments from the staffofthe Securities and 
Exchange Commission. 

Item 2-Properties 

Our Corporate headquarters is located at 180 Marcus Blvd. in Hauppauge, New York. In addition, as of February 28, 2010, 
the Company leased a total of 26 operating facilities or offices located in 12 states as well as Germany, China, Malaysia, Canada, 
Venezuela, Mexico, Hong Kong and England. The leases have been classified as operating leases, with the exception of one, which is 
recorded as a capital lease. These facilities are located in Arkansas, Florida, Georgia, New York, Ohio, Nevada, Mississippi, Virginia, 
Illinois, Indiana, Michigan and Massachusetts. These facilities serve as offices, warehouses, distribution centers or retail locations. 
Additionally, we utilize public warehouse facilities located in Virginia, Nevada, Mississippi, Illinois, Indiana, Mexico, Germany and 
Canada. 

Item 3-Leeal Proceedines 

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 detem1ines, 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 
believes its outstanding litigation matters will not have a material adverse effect on the Company's financial statements, individually 
or in the aggregate; however, due to the uncertain outcome ofthese matters, the Company disclosed these specific matters below: 

In November 2004, several purported double derivative, derivative and class actions were filed in the Court of Chancery of 
the State of Delaware, New Castle County challenging approximately $27,000 made in payments from the proceeds of the sale of the 
Company's cellular business. These actions were subsequently consolidated into a single derivative complaint (the "Complaint"), In 
re Audiovox Corporation Derivative Litigation. 

This matter was settled in May 2007 and received final Chancery court approval in June 2007. As a result of the settlement, 
the Company received $6,750 in gross proceeds. The gross proceeds were offset by $2,378 in plaintiff legal fees and $1,023 in 
accrued legal and administrative costs for defending all remaining ACC legal claims. The items dise11~sed above resulted in a pre-tax 
benefit of $3,349 recorded in discontinued operations for the fiscal year ended February 29, 2008. 

Certain consolidated class actions transferred to a Multi-District Litigation Panel of the United States District Court of the 
District of Maryland against the Company and other suppliers, manufacturers and distributors of hand-held wireless telephones 
alleging damages relating to exposure to radio frequency radiation from hand-held wireless telephones are still pending. No 
assurances regarding the outcome of this matter can be given, as the Company is unable to assess the degree of probability of an 
unfavorable outcome or estimated loss or liability, if any. Accordingly, no estimated loss has been recorded for the aforementioned 
case. 

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 its suppliers or distributors, of third party 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 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-Submission of Matters to a Vote of Sec uri tv Holders 

No matters were submitted to a vote of security holders during the quarter ended February 28, 2010. 

Source: .4UD 1-J'/C)X CO!'<P. 1 0-V. ()a) 14, 2010 
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PART II 

Item 5-Markct for the Registrant's Common Equity, Related Stockholder !Vl:ltters and Issuer Purchases of Equitv 

Securities 

Market Information 

The Class A Common Stock of Audiovox 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, 2010 High Low 
First Quarter $ 6.45 $ 2.13 
Second Quarter 7.98 5.55 
Third Quarter 7.91 6.08 
Fourth Quarter 7.49 6.29 

Year ended February 28, 2009 High Low 
First Quarter $ ll.l6 $ 8.45 
Second Quar:ter 11.00 7.57 
Third Quarter 10.45 3.36 
Fourth Quarter 6.56 2.80 

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. 

Holders 

There are approximately 82 7 holders of record of our Class A Common Stock and 4 holders of Class B Convertible Common 
Stock. 

Issuer Purchases of Equity Securities 

fn September 2000, 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"). fn July 2006, the Board of Directors authorized an 
additional repurchase up to 2,000,000 Class A Common Stock in the open market in connection with the Program. As of February 28, 
2010, the cumulative total of acquired shares pursuant to the program was I ,818,967, with a cumulative value of $18,386 reducing the 
remaining authorized share repurchase balance to 1,744,033. During the year ended February 28, 2010, the Company did not 
purchase any shares. 

Performance Graph 

The following table compares the annual percentage change in our cumulative total stockholder return on our common Class 
A common stock during a period commencing on February 28, 2005 and ending on February 28, 2010 with the cumulative total return 
of the Nasdaq Stock Market (US) fndex and our SIC Code Index, during such period. 

r·,·. 
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ltem6-Sclectcd C:onsolidat~d Financial D:11a 

The following selected consolidated financial data for the last five years should be read 111 conJunction with the consoltclatecl 
financ1al statements and related notes and "Management's Discussion and Analysis of Financial Condition and Results of Operations" 
ofthis Form 10-K 

Consolidated Statement of 
O[!erations Data 

Net sales (I) 
Operating income 
(loss) (I) 
Net income (loss) from 

continuing operations (I) 
Net income (loss) from 
discontinl!ed operations (2) 
Net income (loss) 

Net irJcorrlc(los~) per 
common share from 
contimJi!lg .OPe<r.ations: .. 

$ 

$ 

Year 
Ended 

February 28, 
2010 {62 

550,695 $ 

3,760 

22,483 

22,483 $ 

Year Year 
Ended Ended 

February 28, February 29, 
2009 2008 {52 

603,099 $ 591,355 

(53,443) 4,422 

(71,029) . '6,749 : 

1,719 
{71;029) $ .. '8 465 

' . 
:;: .... '.'' 

Three 
Year Months Years 

Ended Ended Ended 
February 28, February 28, November 30, 

2007 {4) 2006 2005 (3) 

$ 456,690 $ 103,050 $ 539,716 

(5,077) (3, 159) (27,690) 

3,692 367 (6,687) 

{756) (184) (2,904) 
$ . '2,936 $ 183 $ (9,59 I) 

Basic 
; . :.'.J)Iitifed .. 

$ 
"$ .. 

0.98 
. 0.98 

$ 
,$ 

0.02 $ 
. "(fbi l 

. ,(0,30) 
(0.30) 

Net income (loss) per 
common share: 
:·, ·:':')3fi;f!<:'~''· 

Diluted ··,· ., 

Cons61idated Balance 
Sheet baia · 

'i'o~i assets 
Working capital . 
Long-term pbligations 
Stockholders' equity 

•. ·.$ 
$ 

0.98 
0.98 

'$ 
$ 

As of 
__ ..:.A::::s~o~f..::F...:e~b.:..ru::.:a:.:ryc..z. . ...:2:.:::8.!..., · __ · __ ·' ' : Febrliary::i9,·: : ·:r' ·::As of February 28, 

$ 

2010 2009 -..,.---....:::2;,::.00.::.;8:..,-. 2007 2006 
• •• :.:-::· ··:-:.•/ :..~::;:. ·-:· - • _.J• ·:::. 

:•: ... : ·.::'-~:_;.:·, ·::- -... ---;.::_._ .. 

... ·:· ... ·- .: 

488,977 $ 461,296. $ 53~,036 $ 
239,?87 241,080 p5,787 
. 32,176 ~1,651. .. ].,7,260 ' 
364,262 340,502 423,513 

,· 

-··· .. · .. 

499,120' $ 
305,960 
·22.,626 
404,362 

466,012 
340,564 

18,385 
400,732 

... (o'.43) 

(0.43) 

As of 
November30, 

2005 

$ 485,864 
340,488 

18,425 
401,157 

(I) Amounts exclude the financial results of discontinued operations (see Note 3 of the Notes to Consolidated Financial Statements). 
(2) 2005 amount reflects the divestiture of Malaysia. 
(3) 2005 amounts reflect the acquisition ofTerk. 
(4) 2007 amounts reflect the acquisition ofThomson Accessory business. 
(5) 2008 amounts reflect the acquisition of Oehlbach, Incaar, Technuity and Thomson NV. 
(6) 20 I 0 amounts reflect the acquisition of Schwaiger and Invision (see Note 2 of the Notes to Consolidated Financial Statements). 
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Item 7-M:wa;.:cment's DiscHssion and Analysis of Financial Condition and Results of OpL'I·atioo;s {"l\1D&A") 

This section should be read in conJunction with the "Cautionary Statements" and "Risk Factors" in Item lA 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, rncludmg 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 Critrcal 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, 2010 compared to the years ended February 28,2009 and February 29,2008. We then 
provide an analysis of changes m our balance sheet and cash flows, and discuss our financial commitments in the sections entitled 
"Liquidity and Capital Resources, including Contractual and Commercial Commitments". We conclude this MD&A with a discussion 
of"Related Party Transactions" nnd "Recent Accounting Pronouncements". 

Segment 

We have determined that we operate in one reportable segment, the Electronics Group, based on review of ASC 280 "Segment 
Reporting" ("ASC 280"). The characteristics of our operations that are relied on in making and reviewing business decisions 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 financiai 
information used by our Executive Officers. Management reviews the financial results of the Company based on the performance of 
the Electronics Group. 

Outlook 

The Company's domestic and international business is subject to retail industry conditions and the sales of new and used vehicles. The 
current worldwide economic condition has adversely impacted consumer spending and vehicle sales. If the global macroeconomic 
environment continues to be weak or deteriorates further, this could have a negative effect on the Company's revenues and earnings. 
In an attempt to offset the current market condition, the Company has reduced its operaiing expenses and has been introducing new 
product to obtain a greater market share. The Company continues to focus on cash flow and anticipates having sufficient resources to 
operate during Fiscal20ll and 2012. 
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13usiness Overview and Strategy 

Audiovox Corporation ("Audiovox", "We", "Our", "Us" or "Company") is a leadmg mternatwnal distributor and value added 
se!v1ce prov1der in the accessory, mob de and consumer electronics industries We conduct our business through eleven wholly-owned 
subsidiaries. Audiovox 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 

Over the last several years, we have focused on our intention to acquire synergistic businesses with the addition of seven new 
subsidmries. These subsidiaries helped us to expand our core business and broaden our presence in the accessory and OEM 
markets. Our most recent acquisition of Invision has provided the opportunity to enter the manufacturing arena Our intention is to 
continue to pursue business opportunities which will allow us to further expand our business model wh1le leveraging overhead and 
exploring specialized niche markets in the electronics industry. 

Although we believe our product groups have expanding market opportunities, there are certain levels of volatility related to 
domest1c 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. 

Acquisitions 

We have acquired and integrated several acquisitions which are outlined in the Acquisitions section of Part I and presented in detail in 
Note2. 

Divestitures 

On November 7, 2005, we completed the sale of our majority owned subsidiary, Audiovox Malaysia ("AVM"), to the then 
current minority interest shareholder due to increased competition from non-local OEM's and deteriorating credit quality of local 
customers. We sold our remaining equity in AVM in exchange for a $550 promissory note and were released from all of our 
Malaysian liabilities, including bank obligations resulting in a loss on sale of$2,079. 

Net Sales Growth 

Net sales over a five-year period have declined 2.3% from $563,653 for the year ended November 30, 2004 to $550,695 for 
the year ended Febmary 28, 2010. During this period, our sales were impacted by the following items: 

• The discontinuance of various high volume/low margin product lines such as navigation, GMRS radios and flat-panel 
TV's, 

• volatility in core mobile, consumer and accessories sales due to increased competition, lower selling prices and the 
decline in the national and global economy. 

Partially offset by: 

• the introduction of new products and lines such as portable DVD players, satellite radio, digital antennas and mobile 
multi-media devices, 

• acquisition of Invision's mobile entertainment business, 
• acquisition of Schwaiger's accessory business, 
• acquisition ofTI10mson's Americas consumer electronics accessory business, 
• acquisition of Oehlbach 's accessory business, 
• acquisition of Incaar's OEM business, 
• acquisition ofTechnuity's accessory business, 
• acquisition of Thomson's audio/video business, 
• acquisition ofTerk Technologies, 
• acquisition of Recoton and growth in Jensen sales. 

Critical Accounting Policies and I<:stirnatcs 

Our consolidated financ1al statements are prepared in conformity with accounting principles generally accepted in the United 
States of Amenca. 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 financia( statements. As a result, 
actual results could dtffcr 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 followmg: 

'·'.'';·:;·.·:. 
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We recognize revenue f10m product sales at the time of passage of title and risk of loss 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 testmg, are satisfied prior to revenue recognition We have no further obligations subsequent to revenue recognition 
except for returns of product from customers. We do accept returns of products, if properly requested, authonzcd and approved We 
continuously monitor and track such product returns and record the provision for the estimated amount of such future returns at pomt 
of sale, based on historical experience and any notification we receive of pending returns. 

Sales Incentives 

We offer sales incentives to our customers in the form of (I) 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") and claims are settled either by the customer claiming a deduction agamst an 
outstanding account receivable or by the customer requesting a check. All costs associated with sales incentives are classified as a 
reduction of net sales, and the following is a summary of the various sales incentive programs: 

Co-operative advertising allowances are offered to customers as a reimbursement towards their costs for print or media 
advertising in which our product is featured on its own orin conjunction with other companies' products. The amount offered is either 
a fixed amount or is based upon a fixed percentage of sales revenue or fixed amount per unit sold to the customer during a specified 
time period. 

Market development funds arc offered to customers in connection with new product launches or entrance into new 
markets. The amount offered for new product launches is based upon a fixed amount or fixed percentage of our sales revenue to the 
customer or a ftxed amount per unit sold to the customer during a. specified time period. We accrue the cost of co-operative 
advertising allowances and market development funds at the later of when the customer purchases our products or when the sales 
incentive is offered to the customer. 

Volume incentive rebates offered to customers require that minimum quantities of product be purchased during a specified 
period of time. The amount offered is either based upon a fixed percentage of our sales revenue to the customer or a fixed amount per 
unit sold to the customer. We make an estimate of the ultimate amount of the rebate customers will earn based upon past history with 
the customer and other facts and circumstances. We have the ability to estimate these volume incentive rebates, as there does not exist 
a relatively long period of time for a particular rebate to be claimed. Any changes in the estimated amount of volume incentive 
rebates are recognized immediately using a cumulative catch-up adjustment. 

Other trade allowances are additional sales· incentives that we provide to customers subsequent to the related revenue being 
recognized. In accordance with ASC 605-50, we record the provision for these additional sales incentives at the later of when the sales 
incentive is oiTered or when the related revenue is recognized. Such additional sales incentives are based upon a fixed percentage of 
the selling price to the customer, a fixed amount per unit, or a lump-sum amount 

The accrual balance for sales incentives at February 28, 2010 and February 28, 2009 was $10,606 and $7,917, 
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. 

We reverse earned but unclaimed sales incentives based upon the expiration of the claim period of each program. Unclaimed 
sales incentives that have no specified claim period are reversed in the quarter following one year from the end of the program. We 
believe that the reversal of earned but unclaimed sales incentives upon the expiration of the claim period is a disciplined, rational, 
consistent and systematic method of reversing unclaimed sales incentives. 

For the years ended February 28, 20 I 0, February 28, 2009 and February 29, 2008, reversals of previously established sales 
incentive liabilities amounted to $2,559, $4,083 and $4,108, respectively. These reversals include unearned and unclaimed sales 
incentives. 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. Reversals of unearned sales mcentivcs for the years 
ended February 28, 20 I 0, February 28, 2009 and February 29, 2008 amounted to $1,369, $1,664 and $1,970, respectively. Unclaimed 
sales incentives arc sales incentives earned by the customer but the customer has not claimed payment withm the claim period (period 
after program has ended). Reversals of unclaimed sales incentives for the years ended February 28, 2010, February 28, 2009 and 
February 29, 2008 amounted to $1,190, $2,419 and $2,138 , respectively. 
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We perform ongoing credit evaluations of our customers and adJUSt cred1t I units based upon payment histoty and current 
credit worthiness, as dctermmed by a review of current credit information. We continuously momtor collections from our customers 
and maintain a prov1s1on for estimated credit losses based upon historical experience and any specific customer collection issues that 
have been Identified We record charges for estimated credit losses against operating expenses and charges for price adJustments 
against net sales in the consolidated financial statements. The reserve for estunatcd credit losses at february 28, 2010 February 28, 
2009 was $5,742 and $7,361, respectively. While such crcd1t 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 financml position of any one of these customers could have a material adverse impact on the collectability of accounts 
receivable and our results of operations. 

Inventories 

We value our inventory at the lower of the actual cos! to purchase (primarily on a weighted moving average basis) and/or the 
current estimated market value of the inventory less expected costs to sell the inventory. We regularly review inventory quantities 
on-hand and record a provision, in cost of sales, for excess and obsolete inventory based primarily from selling price reductions 
subsequent to the balance sheet date, indications from customers based upon current negotiations, and purchase orders. A significant 
sudden increase in the demand for our products could result in a short-term increase in the cost of inventory purchases while a 
significant decrease in demand could result in an increase in the amount of excess inventory quantities on-hand. In addition, 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. During the years ended February 28, 2010, February 28, 2009 and February 29, 
2008, we recorded inventory write-downs of $2,972, $13,818 and $1,925, respectively. 

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 signiftcant 
impact on the carrying value of inventory and our results of operations. 

Goodwill and Other Intangible Assets 

Goodwill and other intangible assets, which consists of the excess cost over fair value of assets acquired (goodwill) and other 
intangible assets (patents, contracts, trademarks and customer relationships) amounted to $104,615 at February 28,2010 and $88,524 
at February 28, 2009. Goodwill and other intangible assets are determined in accordance with ASC 805 "Business Combinations" 
("ASC 805") and ASC 350 "Intangibles- Goodwill and Other" ("ASC 350"), see Goodwill and Other Intangible Assets (Note l(k)). 

Goodwill, is calculated as the excess of the cost of purchased businesses over the value of their underlying net asset~. The 
Company has used the Discounted Future Cash Flow Method (DCF) as the principle method to determine the Fair Value ("FV") of 
acquired businesses. The discount rate used for our analysis was 14%. For all acquisitions, a five-year period was analyzed using a 
risk adjusted discount rate. 

The value of potential intangible assets separate from goodwill are evaluated and assigned to the respective categories using 
certain methodologies (see Note l(k)). Certain estimates and assumptions arc used in applying these methodologies including 
projected sales, which include incremental revenue to be generated from the product markets that the Company has not been 
previously exposed to, disclosed future contracts and adjustments for declines in existing core sales; ongoing market demand for the 
relevant products; and required returns on tangible and intangible assets. In the event that actual results or market conditions deviate 
from these estimates and assumptions used, the future FV may be different than that determined by management and may result in an 
impairment loss. 

The Company categorizes its intangible assets between goodwill and intangible assets. Goodwill and other intangible assets 
that have an indefinite useful life are not amortized. Intangible assets that have a definite useful life are amortized over their estimated 
useful I if e. 

On an annual basis, or as needed for a triggering event, we test goodwill and other indefinite lived intangible assets for 
impairment (see Note l(k)). 1b detennine the fair value of these intangible assets, there are many assumptions and estimates used that 
directly impact the results of the testing. We have the ability to influence the outcome and ultimate results based on the assumptions 
and estimates we choose. To mitigate undue influence, we set criteria that are reviewed and approved by various levels of 
management. Additionally, we may evaluate our recorded mtangible assets with the assistance of a third-party valuation firm, as 
necessary. All reports and conclusions are reviewed by management who have ultimate responsibility for their content. for Fiscal 
20 I 0, management determined that its intangible assets were not impaired. The goodwill balance was fully attributable to the 
preliminary allocation of the purchase price of lnvision and as such not deemed to be repaired For ftscal2009, the Company recorded 
impairment charges of$28,838 and $9,976 for goodwill and other intangible assets, respectively. 

2010 i'-: ' .. ···•• ; L .,,~; • . ; ' ' 
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Determinmg whether impairment of indefinite lived mlangibles has occurred requires an analysis of each identifiable asset. If 
esl!mates used in the valuation of each identifiable asset proved to be inaccurate based on future results, there could be additional 
Impairment charges In subsequent penods 

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 estlmate for 
warranty related costs, in cost of sales, based upon actual historical return rates and repair costs at the time of sale. 'l11e estimated 
liability for future warranty expense, which has been included in accrued expenses and other current liabilities, amounted to $7,853 
and $7,779 at February 28,2010 and February 28,2009, respectively. 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 

As discussed further in "Notes to Consolidated Financial Statements- Note l(t) Accounting for Stock-Based Compensation," 
we adopted ASC 718, (formerly FAS No. 123(R)) on December I, 2005 using the modified prospective method. Through November 
30, 2005 we accounted for our stock option plans under the intrinsic value method and as a result no compensation costs had been 
recognized in our historical consolidated statements of operations. · 

We have used and expect to continue to use the Black-Shales 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. As a result, if other 
assumptions or estimates had been used for options granted in the current and prior periods, the stock-based compensation expense of 
$1,138 that was recorded for the year ended February 28, 2010 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 
lax benefit that is more likely than not to be realized. We decrease the valuation allowance when, based on the weight of available 
evidence, it is more likely than not that the amount of future tax benefit will be realized. During Fiscal 2009, the Company provided a 
valuation allowance against substantially all of its deferred tax assets. During Fiscal 20 IO, the Company recorded an income tax 
benefit through a reduction of its valuation allowance of $10.1 million in connection with its ability to carryback certain net operating 
losses as a result of new legislation enacted during Fiscal 20 I 0. Any further 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. 

Since March 1, 2007, the Company accounted 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 tax returns 
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 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. 

Results of Operations 

Included in Item 8 of this annual report on Form 10-K are the consolidated balance sheets at February 28, 2010 and February 
28, 2009 and the consul idated statements of operations, canso! idatcd statements of stockholders' equity and consolidated statements of 
cash flows for the years ended February 28, 20 I 0, February 28, 2009 and February 29, 2008. In order to provide the reader meaningful 
comparison, the following analysis provides comparison of the audited year ended February 28, 20 I 0 with the audited years ended 
February 28, 2009, and February 29, 2008. We analyze and explain the differences between periods in the specific line items of the 
consolidated statements of operations. 
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\'car Ended Fcbruarv 28, 2010 Compared to the Yc:1r-s End1·d Fchruarv 28.2009 and February 29. 2008 

Contmu111g OperatiOns 

The following table sets forth, for the periods indicated, certain Statement of Operations data for the years ended February 
28,2010 ("fiscal2010"}, February 28,2009 ("Fiscal2009") and February 29,2008 ("Fisca12008") 

Net Sales 

Fiscal Fiscal Fiscal 
2010 2009 2008 

Electronics $ 375,021 $ 449,433 $ 437,018 
Accessories 175,674 153 666 154 337 

Total net sales $ 550,695 $ 603,099 $ 591,355 

Fiscal 2010 

Electronics sales, which include both mobile and consumer electronics declined $74,412 in Fiscal 2010. The Company 
had anticipated the decline based on economic conditions and adjusted its inventory positions accordingly. In Fiscal 2009, the 
Company announced its decision to exit various high volume/low profit product categories including flat-panel TV's, portable 
navigation, GMRS and certain digital picture frames. In Fiscal 2010, only residual inventories were sold. The Company chose not to 
participate in a number of seasonal promotions in both the digital and portable DVD categories due to insufficient margins. We 
parti<!lly offset these declines through increased satellite sales as a result of a new agreement with Sirius/XM and the introduction of 
our Flo-TV product line. 

Accessories sales increased $22,008 due to the Schwaiger acquisition and the introduction of new products and new 
customers. These increases were partially offset by lower digital antennae sales caused by high load-ins in Fiscal 2009. 

Fiscal 2009 

Electronics sales increased in Fiscal 2009 as compared to Fiscal 2008 primarily as a result of higher sales of consumer 
electronics products, particularly new product categories under the RCA brand, increases in the Company's OEM business and, in its 
International operations in Venezuela and Mexico as compared to the prior year. Offsetting this increase were lower sales of mobile 
electronics products as a result of the local economic downturn, lower car sales and the financial difficulties of the automakers, which 
intensified in the fourth quarter of Fiscal 2009. 

Accessories sales for Fiscal 2009 were down primarily due to the overall economic environment. 

Sales incentive expenses were $27,070, $19,794 and $24,651 for Fiscal 2010, 2009 and 2008, respectively, which included 
reversals for unclaimed and unearned sales incentives of $2,559, $4,083 and $4,108, respectively. We believe the reversal of unearned 
and earned but unclaimed sales incentives upon the expiration of the claim period is a disciplined, rational, consistent and systematic 
method of reversing unearned and earned but unclaimed sales incentives. These sales incentive programs are expected to continue and 
will either increase or decrease based upon competition and customer demands. 

Gross Profit 

Gross profit $ 
Gross margin percentage 

Fiscal 2010 

Fiscal 
2010 

106,751 $ 
19.4% 

Fiscal 
2009 

100,268 $ 
16.6% 

Fiscal 
2008 

111,328 
18.8% 

Gross margins for Fiscal 20 I 0 increased 280 basis points due to the introduction of new products, the Company's Schwaiger 
acquisition, improvement in inventory provisions related to obsolescence, and the absence of inventory write-downs associated with 
the exit of our portable navigation category during Fiscal 2009. As a result of our cost-containment efforts, we have lowered our 
inventory handline costs_ 
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Fiscal 2009 

Gross profit and gross prof1t marg1ns were pos1tivcly Impacted by pr1ce increases instituted in the second half of Fiscal 2009 
as well as h1gher gross marsins in certain consumer electronics lines. However, these increases were negatively impacted by 
additional charges to cost of goods sold due to inventory mark downs of 1) approxunately $2,900 associated w1th the exit of the 
p01table navigation category in the second quarter of Fiscal 2009 and ii) a charge in the fourth quarter of fiscal 2009 of approximately 
$2,400 related to a mark down of a product category as a result of changes in the market, general economic conditions and the impact 
of customer bankruptctes. Additionally, $1,500 was related to the support of product sales to a certain customer. 

OperatiniJ Expenses and Operating fncome I (Loss) 

Operating Expenses: 
Selling 
General and administrative 
Goodwill and intangible asset impairment . 
Engineering and teclmical support 

Total OperatingExpenses 

Operating income {loss) 

Fisca/2010 

Fiscal 
2010 

$ 30,147 
63,0()3 

9,781 
$ 102,991 • 

$ 3 760 

Fiscal Fiscal 
2009 2008 

$ 33,505 $ 35,703 
70,870 61,220 
38,814 
10,522 9,983 

$ !53 711 $ 106 906 

$ {53,443) $ 4 422 

Operating expenses decreased $50,720 in Fisca12010 as compared to Fiscal 2009. The decrease in total operating expenses 
for the comparable periods was primarily due to the absence of the goodwill and intangible asset charge of$38,814 in Fiscal 2009. 
Further decreases were realized through the overhead reduction program and cost containment efforts the Company instituted in the 
second half of Fiscal 2009, which included a one time charge of approximately $1 million related to these efforts. These programs 
addressed cost containment in all areas of the Company. Overall employee headcount was reduced by approximately 18% prior to the 
Schwaiger and Invision acquisitions. Additional savings were realized in the majority of the Company's expense categories including 
advertising, occupancy, employee benefits, professional fees and travel and entertainment. Bad debt expense decreased for the 
comparable periods as a result of lower provisions recorded due to reversals associated with improved customer positions. Expenses 
for Fiscal 2010 were impacted by approximately $5,640 by the incremental costs associated with the issuance of stock options and 
warrants and the acquisition of the Schwaiger and Invision operations during the second half of the year. In the fourth quarter, the 
Company returned the 10% temporary salary reduction to all employees below the level of vice president. Executive management 
elected not to participate. The Company continues to review and analyze its overhead in relationship to its revenue. If necessary, 
further revisions to our overhead structure will be implemented. 

Fisca/2009 

Operating expenses increased $46,805 in Fis.cal 2009 as compared to Fiscal 2008 primarily due to the goodwill and 
intangible asset impairment charge of $3 8,814; an increase in professional fees of $4,600 associated with legal settlements, patent and 
royalty suits, increased audit fees and the anticipated cost of a credit card breach; incremental salary expenses of approximately 
$4,100 as a result of acquisitions and severance payments and a benefit in the prior year for an employee call option; bad debt 
expenses as a result of general economic conditions and the bankruptcy of an automotive customer; and incremental depreciation and 
amortization of $1 ,500 due to acquisitions and new IT systems. Partially offsetting these increases were reductions in executive 
compensation, insurance and the absence of transitional services associated with the prior year's acquisitions which were fully 
integrated. 

Other fncomei(Exaense) 

Fiscal Fiscal Fiscal 
2010 2009 2008 

Interest and bank charges $ ( 1,556) $ ( 1,817) $ (2, 127) 
Equity in income of equity investees 1,657 975 3,590 
Other, net 7,294 (I 669) 4,709 

Total other income $ 7,395 $ (2,51!) $ 6,172 
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Ftscal 2010 

Other mcome mcreascd $9,906 prtmanly as a result of a $5,400 gain from the Company's Schwa1gcr acquiSition, and the 
absence of charges assoc1atcd w1th a vendor bankruptcy in the prior year, and a gain recorded on a foretgn exchange contract, partially 
offset by an other-than-temporary impairment on an equity investment of the Company. 

Interest and bank charges decreased due to the reduction of debt in our international subsidiaries 

Equtty tn income of equity investees increased due to increased equity income of Audiovox Specialized Applicattons, Inc. 
(ASA) as a result of cost containment efforts and improved sales. 

Fisca/2009 

Other income decreased due to a decline in interest income as a result of a decline in our short-term investment holdings as a 
result of the prior year's acquisitions, seasonality of current working capital requirements, a decline in rates experienced on the 
Company's investments and the gains on the sale of a portion of our marketable equity securities during Fiscal 2008. 

Other expenses increased approximately $6,400 primarily as a result of a charge resulting from the bankruptcy of a vendor 
and the discount experienced on the sale of tax credits in our Venezuelan subsidiary. 

Interest and bank charges decreased due to the reduction of debt in our international subsidiaries. 

Equity in income of equity investees decreased due to decreased equity income of Audiovox Specialized Applications, Inc. 
(ASA) as a result of decreased sales and gross margins related to the commercial, RV and marine industries due to the current 
economic conditions. 

Income Tax Provision 

The effective tax rate in Fiscal 2010 was an income tax benefit of ( 10 1.5)% on a pre-tax income from continuing operations 
of $Il,l55 as compared to a provision of 27.0% on a pre-tax loss of ($55,954) from continuing operations in the prior year. The 
decrease in the effective tax rate is due to the Company's ability to record an income tax benefit through a reduction of its valuation 
allowance of$ I 0.1 million in connection with the carryback of certain net operating losses as a result of new legislation enacted in 
Fiscal 2010 and the recognition of $4.6 million of uncertain tax positions as the result of the expiration of various statute of 
limitations. 

The effective tax rate in Fiscal 2009 was a provision of 27.0% on a pre-tax loss from continuing operations of ($55,954) as 
compared to a provision of 36.3% on a pre-tax income of $10,595 from continuing operations in the prior year. The increase in the 
effective tax rate is due to impairment of non-deductible goodwill and the provision of a valuation allowance against the deferred tax 
assets as the Company does not believe that it will realize its deferred tax assets on a more-likely-than-not basis. 

Net Income 

The following table sets forth, for the periods indicated, selected statement of operations data beginning with operating 
income (loss) from continuing operations to reported net income (loss) and basic and diluted net income (loss) per common share : 

Operating income (loss) 
Other income (loss), net 
Income (loss) from continuing operations before income taxes 
Income tax benefit (expense) 
Nt;t income (lqss) from continuing operations 
Net income from discontinued operations, net of tax 
Net income (loss) 

Net income (loss) per common share: 
Basic 

Diluted 

$ 

$ 

$ 

$ 
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Fiscal 
2010 

3,760 $ 
7,395 

11,155 
II 328 
22,483 

22,483 $ 

0.98 $ 

0.98 $ 

Fiscal Fiscal 
2009 2008 

(53,443) $ 4,422 
(2,5!1) 6,!72 

(55,954) 10,594 
( 15,075) (3,848) 
(71,029) 6,746 

1,7!9 
('11,029) $ 8 465 

{3.!!) $ 037 

(3.1!) $ 037 





In Ftscal 20 I 0, net income was favorably impacted by the bargain purchase gain of $5,400 related to the Company's 
acqtnsit10n of Schwatger and the net tax benefits of approximately $11,200 as a result of an mcome tax refund or approxtrnately 
$10,000 and reversal of uncet1ain tax po;;illons. During Fiscal 2009, the Company was impacted by several non-standard charges 
related to the economy, market conditiOns, customers and other events as outlined in the Annual Report for Ftscal 2009. Net tncornc 
(loss) was also favorably impacted by sales incentive reversals of $2,559 ($0 after taxes), $4,083 ($0 after taxes) and $4, lOS ($2,SO(i 
after taxes) m Fiscal 2010, 2009 and 2008, respecttvcly. 

During Fiscal 2008, the Company recorded pre-tax income of $3,248 ($1 ,719 after taxes) recorded in discontinued operations related 
to the settlement of a lawsuit. 

Liquidity and Capital Resources 

Cash Flows Commitments and Obligations 

As of February 28, 20 I 0, we had working capital of $239,787 which includes cash and cash equivalents of $69,511 compared 
with working capital of$241,080 at February 28, 2009, which included cash and cash equivalents of$69,504. During the fiscal year, 
the Company acquired two businesses with cash payments of approximately $14,657. This was offset by a tax refund receive during 
the year related to the Worker (-Iomeownership and Business Assistance Act of 2009 and the net reduction from accow1ts receivable 
and inventory movements. 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. The following table 
summarizes our cash flow activity for all periods presented: · 

§We~a\fai·!fc1fv~~e1~1~;~~,\n):' -· 
Investing activities 
f.lnancingacH~hies.··: .. . ,._ ... , .. , .. · 
Effect of exchange rate changes on cash 
Ne.i '!ncrease'(d~'creas-gfin.cilSh and. ~ash ·e<l i.ilv~ieilts ' 

Year 
Ended 

February 28, 
2010 

Year 
Ended 

February 28, 
2009 

Year 
Ended 

February 29, 
2008 

~~·'$"·/·· ":·:~_?28;222 :':$ · ..... ·:. ::;o,oo6·:J$ .~/t64,69I) 
(25,QO~) . (3,991) _ 93,465 

(1,224) .. . 4,655 . . (5,241) . ': ~: '• : .. 
(1,984) (507) 335 

··::: ;·' ·:·:~- ,. ~-:-$-:7~_.-::-. -:. :'""· .. , .. -: ..... "'-: . .... ;...::_·_'-", .~7 ,, '$ . . . 30, 163 ··=-$ _;_,._·· ____c<..::2:::..z.3 ;::.:86:.;:;8 

Operating activities provided cash of $28,222 for Fiscal 2010 from: i) net income generated from continuing operations of 
$22,483, net of non-cash charges for a gain on a bargain purchase of $5,447, depreciation and amortization of $7,694, and deferred 
income tax expense of $1,594; ii) decreased inventory due to improved inventory tums; and iii) increased accounts payable and 
accrued expenses due to the timing and payment of invoices and expenses. 

Investing activities used cash of $25,009 during Fiscal 2010, primarily due to the purchase of Schwaiger and lnvision, capital 
expenditures, and a bond investment partially offset by distributions from an equity investee. 

Financing activities used cash of$! ,222 during Fiscal20 10, primarily from the repayment of bank obligations. 

As of February 28, 2010, we had a domestic credit line to fund the temporary short-term working capital needs of the 
Company. This line expired on March 31, 20!0 and allowed aggregate borrowings of up to $!0,000 at an interest rate ofPrin1e (or 
similar designations) plus I% or UBOR plus 5%. The line was not renewed and replaced by a $15,000 three-year facility at an interest 
rate of UBOR plus 3.5%. In addition, Audiovox Germany has accounts receivable factoring arrangements totaling 23,000 Euro, a 
5,000 Euro Asset-Based Lending ("ABL") credit facility and a 2,000 credit line. 

Certain contractual cash obligations and other commercial commitments will impact our short and long-term liquidity At 
February 28, 2010, such obligations and commitments are as follows: 
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Payments Due by Period 
Less than 1-3 4-5 Aflcr 

Contractual Cash Obligations Total l Ye<~r Years Years 5 Yc:1 rs 

Capital kasc obligation· ( 1) $ 10,407 $ 521 $ 1,109 $ 1,147 $ 7,630 
Opcr<Hillg leases (2) 22.990 4,903 6,452 4,295 7,3'10 
Total contractual cash obligations $ 33,397 $ 5,424 $ 7,561 $ 5,442 $ 14,970 

Amount of Commitment Ex~iration ~er ~eriod 
Tot:1l 

Amounts Less than l-3 4-5 After 
Other Commercial Commitments Committed I Year Years Years 5 rears 

l3ank obligations (3) $ 1,703 3> 1,703 $ $ $ 
Stand-by letters. of credit (4) 1,294 .1,294 
Commercial letters ofcredit(4) 319 319 
Debt (5) ..• .. . . .12)96 6,383 . 6,613 
Contingent cam-out payment;> (6) · .... 9 760 3,296 4,1?1 2,201 Y2 
Unconditional purchase obligations (7) ?6:s8o 76,5~0 
Total commercial commitments $ 1021652 $ 89,575 $ 10,784 $ 2,201 $ 92 

(I) Represents total payments (interest and principal) due under a capital lease obligation which has a current (included in other 
current liabilities) and long term principal balance of $82 and $5,449, respectively at February 28, 20 I 0 

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

(3) Rcpreo;e:nts amounts fJUtstanding und.::r ihe Audiovox Gemmny factoring agreement at February 2.g, 2010 and a short-term loan 
related to the purchase of In vision. 

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

(5) Represents amounts outstanding under term loan agreements in connection with the Oehlbach and Invision acquisitions. This 
amount also includes amounts due under a call-put option with certain employees of Audiovox Germany. 

(6) Represents contingent payments in connection with the Thomson Accessory and Oehlbach acquisitions (see Note 2 of the 
Consolidated Financial Statements). 

(7) Open pureha>e 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 
seck to raise such additional funds 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 otT-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 con(!Jtion or results of operations. 
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fmpact of Inn:1tion and Currency Fluctuation 

To the extent that we expand our operations into Europe, Canada, Latm America and the PaCific Run, the effects of tnOatton 
and currency nuctuations could impact our financial conditton and results of operattons While the prices we pay for products 
purchased from our suppliers are principally denominated m United States dollars, pnce negottations depend m 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 whtch the currency collected fiom customers is different from the currency utilized to purchase the product sold in its 
foreign operations In the fourth quarter of Fiscal 20 I 0, our German subsidiary entered into certain forward contracts to hedge the 
currency exposure for its US dollar denominated assets, liabilities and future comm•tments. The Company minimized the risk of 
nonpcrfonnance on the forward contract by transacting with a maJor financial institution in the European market_ The gains or losses 
associated with these foreign exchange contracts are evaluated and recorded, as applicable, on the measurement date as the contracts 
are not specifically connected to any assets, liabilities or future commitments. As of February 28, 20 I 0, the notional amount of 
foreign exchange contracts was $14,000. A transaction gain of$753 was recorded during the fourth quarter of Ftscal 20 I 0. 

On Friday, January 8, 2010, the Venezuelan government announced its intention to devalue its currency (Bolivar fuerte) and 
move to a two tier exchange structure, 2.60 for essential goods and 4.30 for non-essential goods and services. Although products sold 
by our Venezuelan operation arc expected to be classified as non-essential, the Company has certain US dollar denominated assets and 
liabilities for which the 2.60 rate has been applied. During the fourth quarter of Fiscal 2010, the Company recorded approximately a 
$3 loss through other comprehensive income associated with the devaluation. 

Effective January I, 2010, according to the guidelines in ASC 830, Venezuela has been 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 will transition to hyper-inflationary accounting on March I, 
2010. 

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 and electronic trade shows in December and January. 

Related Party Transactions 

During 1998, we entered into a 30-year capital lease for a building with our principal stockholder and chainnan, which was 
the headquarters of the discontinued Cellular operation. Payments on the capital lease were based upon the construction costs of the 
building and the then-current interest rates. This capital lease was refinanced in December 2006 and the lease expires on November 
30, 2026. The effective interest rate on the capital lease obligation is 8%. On November l, 2004, we entered into an agreement to 
sublease the building to UTStarcom for monthly payments of $46 until November l, 2009. We also lease another facility from our 
principal stockholder which expires on November 30, 2016. Total lease payments required under all related party leases for the 
five-year period ending February 28, 2015 are $6,569. 

Recent Accounting Pronouncements 

We are required to adopt certain new accounting pronouncements. See Note l(w) to our consolidated financial statements of 
this Annual Report on Form l 0-K. 

Item ?A-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. 

Marice table Securities 

Marketable securities at February 28, 2010, which are recorded at fair value of $5,679, include an uruealizcd loss of $3,541 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 $668 as of February 28, 2010. Actual results may differ. As of February 
28, 20 I 0, the Company recorded a $1,000 impairment charge on its equity holding in Bliss-tel (see Note !(f)) 

Interest Rate Risk 

Our carmngs and cash flows are subject to fluctuations due to changes in interest rates on investment of available cash balances 
111 money market funds and investment grade corporate and U.S. government securities. Under our current policies, we do not usc 
interest rate derivative instruments to manage exposure to interest rate changes. In addition, our bank loans expose us to changes 111 

sho11-term interest rates since interest rates on the underlying obligations are either variable or fixed. 
: .. ';{j ~. . : : - . ~ : . ~ . . 
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Fore1gn Exchange RISk 

We arc subject to risk from changes in foreign exchange rates for our subsrdrancs and marketable securitres that usc a foreign 
currency as their functional currency and are translated rnto US dollars These changes result in cumulative translation adJustments, 
which arc included in accumulated other comprehensive income (loss) At February 28, 2010, we had translation exposure to various 
foreign currencies with the most significant being the Euro, Thailand Baht, Malaysian Ringgit, Hong Kong Dollar, Mexican Peso, 
Venezuelan Bolivar and Canadian Dollar Tl1e potential loss resulling from a hypothetical 10% adverse change in quoted foreign 
currency exchange rates, as of February 28, 2010 amounts to $2,856 Actual results may differ. 

Item 8-Consolidated Financial Statements and Supplementarv Data 

The information required by this item begins on page 3 3 of this Annual Report on Form I 0-K and is incorporated herein by 
reference. 

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

Not Applicable 

Item 9A-Controls and Procedures 

Evaluation of Disclosure Con trois and Procedures 

Audiovox 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. 

As of the end of the period covered by this report, the Company carried out an eva! uation, 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, 20 I 0 the Chief Executive Officer and Chief Financial Officer concluded that the Company's 
disclosure controls and procedures are 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 
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 and dispositions 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, usc 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. 
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. 

Management evaluated the effectiveness of the Company's internal control over financial reporting using the criteria set forth 
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control-Integrated Framework. 
Under the supervision and with the participation of the Company's management, including the Chief Executive Officer and Chief 
Financial Officer, the Company conducted an evaluation of the effectiveness of its internal control over financial reporting as of 
February 28, 20 I 0 excluding the controls associated with its most recent acquisitions at Schwaiger and Invision. Based on that 
evaluation, management concluded that the Company's internal control over financial reporting was effective as of February 28, 2010 
based on the COSO criteria. 



The certil'icatlons of the Cornp~ny's Ch1d loxccut1vc Officer and Clt~cf Financial Officer mcludcd 111 Exhibits 31 I and 31 2 
to this Annual Report on Form I 0-K li!Ciudcs, 111 paragraph 4 of such certifications, information concern1ng the Company's disclosure 
controls an<i procedures and internal control over financ1al reporting Such certifications should be read in con_Junctlon with the 
infonnatwn contained in this Item 9;\ Comrols and Procedures, for a more complete undcrstandmg of the matters covered by such 
CCl1ificatiOilS 

The eiTcct1vcness of the Company's Jlllemal control over financial reporting as of February 28, 20 I 0, has been audited hy 
Grant Thornton LLP, an mdependent rcg1ste1 eel public accountmg firm who also audited the Company's consolidated fmanc1al 
statements Grant Thornton LLI''s attestation rt!port on the effectiveness of the Company's internal control over financ1al reporting 1s 
included below. 
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REPORT Of< INDEPENDENT REGISTEHED l'lJ!lUC ACCOUNTING FIRM 

B(lard of Directors and Stockholders 
Audiovox Corporation 

We have audited Audiovox Corporation (a Delaware corporation) and subsidiaries' (the "Company") internal control over financial 
reporting as of February 28, 2010, based on criteria established in Internal Control- Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO) 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 
rep011ing, 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. Our audit of, and opinion on, the 
Company's internal control over financial reporting docs not include internal· control over financial reporting of Schwaiger GmbH 
("Schwaiger") and lnvision Automobile Systems, Inc. ("Invision"), wholly owned subsidiaries, whose financial statements in the 
aggregate reflect total assets and revenues constituting 9 and 3 percent, respectively, of the related consolidated financial statement 
amounts as of and for the year ended February 28, 20 I 0. As indicated in Management's Report, Schwaiger and Invision were acquired 
during the year ended February 28, 2010 and therefore, management's assertion on the effectiveness of the Company's internal control 
over financial reporting excluded internal control over financial reporting of Schwaiger and Invision. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over 
financial reporting was maintained in all material respects. 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. 

A company's internal control over fmancial reporting is a process designed to provide reasonable assurance regarding the reliability of 
fmancial 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 fmancial 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 ofw1authorized 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 char1ges in 
conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

In our opinion, Audiovox Corporation and subsidiaries maintained, in all material respects, effective internal control over financial 
reporting as of February 28, 2010, based on criteria established in Internal Control- Integrated f<ramework issued by COSO. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
consolidated balance sheets of Audio vox Corporation and subsidiaries as of February 28, 20 I 0 and 2009, and the related consolidated 
statements of operations, stockholders' equity and comprehensive income (loss), and cash flows for each of the three years in the 
period ended February 28, 2010, and our report dated May 14, 20 I 0 expressed an unqualified opinion thereon. 

Is/ GRANT THORi~TON LLP 

Melville, New York 
May 14,2010 
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Changes in Internal Controls Over Financial Rrpor-ting 

There were no rmtlenai changes 111 out internal control over financial reporting (as such term is defined in Exchange Act 
Rules 13a-15(f) and 15d-15(f)) during the most recently completed ft5cal fourth quarter ended February 28,2010 covered by this 
report, that have materrally allected, or are reasonably I ikely to matenally affect, our internal controls over frnancial reporting 

Item 9B- Other Information 

Not Applicable 

PART HI 

The information required by Item 10 (Drrectors, Executive Officers and Corporate Govemance), Item ll (Executive 
Compensation), Item 12 (Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters), Item 
13 (Certain Relationships and Related Transactions, and Director Independence) and Item 14 (Principal Accounting fees and 
Services) of Form 10-K, will be included in our Proxy Statement for the Atmual meeting of Stockholders, which will be filed on or 
before June 28, 2010, and such information is incorporated herein by reference. 

PART IV 

Item 15-Exhibits, Financial Statement Schedules 

(I and 2) Financial Statements and Financial Statement Schedules. See Index to Consolidated Financial Statements attached hereto. 

(3) Exhibits. A list of exhibits is included subsequent to Schedule II on page S-1. 
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AUDIOVOX CORPORATfON 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 

Financial Statements: 

Report of Independent Registered Public Accounting Firm· 

Consolidated Balance Sheets as of February 28, 2010 and February 28, 2009 

Consolidated Statements of Operations for the years ended Fcbrumy 28, 2010, February 28, 2009 and February 
29,2008 

Consolidated Statements of Stockholders' Equity and Comprehensive Income (Loss) for the years ended February 
28,2010, FebnJary 28,2009 and February 29,2008 

Consolidated Statements of Cash Flows for the years ended February 28, 2010, February 28, 2009 and February 
29,2008 

Notes to Consolidated Financial Statements 

Financial Statement Schedule: 

Schedule II - Valuation and Qualifying Accounts 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

13oard of Directors and Stockholders 
Audiovox Corporation 

We have audited the accompanying consoltdated balance sheets of Audiovox Corporation (a Delaware corporation) and substdiaries 
(the "Company") as of February 28, 20 I 0 and 2009, and the related consolidated statements of operations, stockholders' equity and 
comprehensive income (loss), and cash flows for each of the three years in the period ended February 28, 20!0. Our audits of the baste 
financial statements included the financial statement schedule ltsted in the index appearing under Item 15. These financial statements 
and financial statement schedule are the responsibility of the Company's management. Our responsibility is to express an opinion on 
these financial statements and financial statement schedule based on our audits. 

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of 
Audiovox Corporation and subsidiaries as of February 28, 2010 and 2009, and the results of their operations and their cash flows for 
each of the three years in the period ended February 28, 20 I 0 in conformity with accounting principles generally accepted in the 
United States of America. Also in our opinion, the related financial statement schedule, when considered in relation to the basic 
financial statements taken as a whole, presents fairly, in all material respects, the information set forth therein. 

As discussed in Note l(w) to the consohdated tlnancial statements, eftective March l, 2009, the Company changed its method of 
accounting for business combinations. 

We also have audited, in acccrdan.ce with the standards of the Public Company Accounting Oversight Board (United States), 
Audiovox Corporation and subsidiaries' internal control over financial reporting as of February 28,2010, based on criteria established 
in Internal Control - Integrated Framework issued by L~e Committee of Sponsoring Organizations of the Treadway Commission 
(COSO) and our report dated May 14, 20 I 0 expressed an unqualified opinion thereon. 

lsi GRANT THORNTON LLP 

Melville, New York 
May 14,2010 
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Audiovox Corporation and Subsidiaries 
Consolidated Balance Sheets 
February 28,2010 and 2009 

Assets 

Current assets: 
Cash and cash equivalents 
Accounts receivable, net 
Inventory 
Receivables from vendors 
Prepaid expenses and other current assets 
Income tax receivable 
Deferred income taxes 

Total current assets 

Investment securities 
Equity invel;tm(!nts 
Property, plantand equipment, net 
dooqwill · · · · 

ll}tlJ.ng_i_~le as~e~ .. 
[)(!f~rred_income taxes. 
Other assets 

. : ;. .. .. . 't.o~l assets .. 

Lhib(Iities il~d StodW,.ol,dcrs' Eqnity 

c.urrenfiiabilides:: ... 

(!11 thousamlJ·, except share data) 

... ,,.A~~<;>!:',~~sp~ya~le. .. . . . .. 
·. :::A!:~Ill"~l,expens(,!s and other. current hal;Hltttes 
. . . }r:!C:.<.>!lle taJ(eS payable 
'· :_Accr~ed 'iales incentives 

Deferred income taxes 
. . . : :i3ailk'oG\.l'gailo.ils 

Current portion of long-term debt 
. Total current liabilities 

Lorig-temi debt . 
Capital lease obligation 
l)eferred G()t:npensation 
Other tax liabilities 
Qeferred trudiabtiiti~s · 
Other long term liabilities (see Note 2) 
· ·· ·· ·· · Totai liabilities.· · ·· · 

Commitments and contingencies 

Stockholders' equity: 

···:.· . : 

Set ies preferred stock, $.0 I par value; I ,500,000 shares authorized, no shares issued or 
outstanding 

Common stock; 
Class A,$ 0 I par value; 60,000,000 shares authorized, 22,441,712 and 22,424,212 
shares issued, 20,622,905 and 20,604,460 shares outstanding at February 28, 2010 
and February 28 2009, respectively 
Class B convertible, $.0 I par value; I 0,000,000 shares authorized, 2,260,954 shares 

issued and outstanding 
Paid-in capital 
Retained earnings 
Accumulated other comprehensive (loss) income 

$ 

Fe bma ry 28, 
2010 

69,511 $ 
131,266 
102,717 

11,170 
I6,311 

1,304 

February 28, 
2009 

69,504 
104,896 
125,301 

12,195 
17,973 

47 354 
332,326 330,223 

15,892 7,744 
11,272 13,118 

. 22,145 19,903 
7)89 

97,226 88,524 
. : · .. ~ .. ' ···sis · 221 

·· .. ··:: 

2213 1563 
. 488 978 :;,.$ __ 4:.;;:.6.:..1,2::.::9:.;;:.6 

36,126 $ 
3s;79o 

. !0,606 
1,931 

_1;703 . 
6 383 

92,539 

6,613 
5,490 
3,158 
1,219 
8,502 
7 194 

124,715 

225 

22 
275,684 
113,996 

(7,27!!) 
(18,386) 

41,796 
32,575 . 
2,665 
7,9i7 
1,459 
1,467 
I 264 

89,143 

5,896 
5,531 
2,559 
2,572 
4,657 

10,436 
120,794 

224 

22 
274,464 
91,513 
(7,325) 

(18,396) 

..... ~. . :. •; .~, .... 



Trc:1sury stock, at cost, I ,818,807 and I ,819,752 shares of Class 1\ common stock at 
February 28, 20 lU and February 28, 2009, respectively 

Total stockholders' cqtllty 

Totalliabrlilles and stockholders' equity 

See accompanying notes to consolidatedfinancinl statements. 

32 

364,263 
$ 488.978 

--·---------------------------· -------------· 

340,502 
$ 461.296 



Audiovox Corpor~tion and Subsidiaries 
Consolidated Statements of Operations 

Years Ended February 28, 2010 February 28, 2009 and February 29, 2008 
(In thousmuls, except share alld per share data) 

Net sales 
Cost of sales 
Gross profit 

Operating expenses: 
Selling 
General and administrative 
Goodwill and intangible asset impairment 
Engineering and technical support 

. Total operating expenses 

Operating income (loss) 

'·. '"•· 

9!~~f.il1c?n;~J;~p~ns~J:. . , . 
. · • ::·:::" ·· .. In~ere~~ M<l pank .charges 
_ , ,. _ ,J::qu!ty i_~ i~C~ll}(!Of equity in vestee 
:. :;;:,;:{1ajn,qij J?.argain purchase · _ . 

Other, net 
·.: .··· ': :< fof,a.i <l¢er'it1coirie (expenses). net 

Year Year 
Eudcd Ended 

February 28, February 28, 
2010 2009 

$ 550,695 $ 603,099 
443,944 502 831 
106 751 100 268 

30,147 33,505 
63,063 70,870 

38,814 
------~9~7~8~1 ------~10~5~2~2 

102,991 153,711 

$ 

Year 
Ended 

February 29, 
2008 

591,355 
480 027 
Ill 328 

35,703 
61,220 

9 983 
106,906 

-------=3~7~6~0 (53,~43) .. ___ _,4,...;.;:42=2 
. . . ... . . ... ~ .. : .. . 

m~am~':Cio$~):t'it;m.c9(ltliltiiriii,t>perations iJetore income ~~s .. ·~ .. :·· · ·· ;:,~.x:;::::~~:;{:~·~:.Jtr:•BJ;;:,;;~~:;~_/;:,_,.,(55,~,s!'t)~:-_-,- ... · ··:io.s94 
Income tax benefit (expense) 11 328 (15,075) (3,848) 
Neii!nc9!11:e'119ss)~iT:Qii'rJ:90.W-i.~(~i operlit.ions .· ·~:_::~U :t;·l'~i;;;;:t)?2;J:$.3.}:';rc!;:.z.;{;,:u-:·:(7 J.:ozgf: . , ;;: ·: . .:' .. {i, 746 
Net income from discontinued operations, net oftax I 719 
Net_ii1c9ri1~'(1oss)' · · ·· · · · :::$ .·:.. '22;483 :',;$ •'':, .. :·(71,029) .. $ _ · · .. 8 465 

~e(:l!l~()i:D_~tiai.sY:r¥Fc.Q'mr11()h"s.6'ar~ (basic): 
. .. .... fr?l!l.c?~,tf!l';lif1g,<?pe_r<lt!()f1S. 

· . :. Fmrn ,di$contini.ted operations 
Net income (loss) per common share (basic) 

.. 
Net income (loss) per common share (diluted): 

: .' .. ::From cqnt.i.n~ihg.operaiioi1S ... · 
From discontinued operations 

~et{ncolric .(J6ss) pel-'common.share (diluted) 

Weighted-average comrnon sharesoutstanding (basic) 

Weighted-average common shares outstanding (diluted) 

See accompanying notes to consolida_tedjbzmzcial statements. 
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..~ 0.98 $ 
... -.·· "':':"·"::: ···:·-.. ~·-~f ~,:•._::~;~::: .. ~. ~ :-::-. 

0.29 
... , ..... ·= ~·. ·_._···---'----'0-'-.0--'-8 
.P:.li) 

$ ( 3. 11) ;:,.$ ------0::..;,;. 3:;,;,7 
··:: -~;::~-~:·;~- ::;::··~·~2?.~/.·.;· ~::,''\ ~:.~ .. '<·:·/-: .. ·:·. , .. -....... . 

0.98 $ 

· . .;$:'/ ,_,_.,. 0:9~.- $ .• . :· (3.1l) $ 0.29 
0.08 

$ . <0.98' $ ·. (3 .II) .. ;:,.$ ___ 0;..;,;.3_7 

22,875,651 22,860,402 22,853,482 

22,919,665 22,860,402 22,876,112 



Audiovox Corporation and Subsidiaries 
Consolidated Statements of Stockholders' Equity and Comprehensive In rome (Loss) 

Years Ended February 28,2010, February 28, 2009 and February 29, 2008 
(lntlwusaml>, except ~1wre data) 

Class A Accum ulll ted 
and Class 

B other 
Pr~ferred Common Paid-in Retained (Omprehensivc Trc~sury 

Stock Stocl< Ca~ital Earnings income (loss) stock 

Total 

Stock-
holders' 
cguity 

Balances at February 28, 2007 $ 
Comprehensive income: 

- $ 242 $ 271,056 $ 151,363 $ (I ,320) $ ( 16,979) $ 404,362 

Net income 
Foreign currency 
trans I at ion 
adjustment, net of 
reclassification 
adjustment (see 
disclosure beiow) 
Unreaiizedgain on 
marketable securities, 
net of taX effect · 
Other comprehensive 
mcome 

Comprehensive incofi.te ·· 
Exercise of stock options 
into 131,464 shares of 
common stock 
Rev~rsal oftax:benefit •·· · 
from stock op{i~hs. :; ' " 

. exercised . - ,._, ' .· .. 

Stock-based 
compensation expense 
Cumulative effect of a 
change in accounting . 
principles (ASC 740) 
Purchase of 128, I 00 
shares of treasury stock 
Issuance of 585 shares pf 
trea<>ury stock 

Balances at February ?.9,, 2008 $. 

Comprehensive loss: 
Net loss 

Foreign currency 
translation 
adjustment 
Unrealized loss on 
marketable securities, 
net of tax effect 
Other comprehensive 
loss 

Comprehensive loss 
Exercise of stock options 
into 20,000 shares of 
COilsiT10fl StOCk 

Tax benctit of stock 
options exercised 
Reversal of tax benefit 
from stock options 
cxp1rcJ 

8,465 

4 

...... (805) 

886 

2,714 

246 $ 274,282 $ 162,542 $ 

(7!,029) 

47 

20 

(i 90) 

8,465 

4,229 4,229 

1,9_38 .. 1938 

6 167 
:14,632 .• 

3,148 
. ·' ...... ~. :.-~ ::~. 

·..-._::'~ ,;·~. 

· ·(so~) 

886 

2,714 

( 1,431) (1,431) 

-::---:-:-'c----:-::-=-6 7 
4,847 $ (IR,404) $ 423,513. 

(7,486) 

( 4,686) 

· .. ,, 

(7!,029) 

(7,486) 

(4,686) 

(12,172) 
(83,201) 

47 

20 

(190) 

-.·., 



Stuck -based 
compensatiOn expense 
Issue~ncc of 800 shares of 
treasury stock 

13alances at February 28, 2009 $ - $ 

309 

------~(_4) --------
246 $ 274,464 $ 9\,513 $ 

34 

309 

8 4 

(7,325) $ (18,396) $ 340,502 



Audiovox Corporation and Subsidiaries 
Consolitb ted Statcmen!s of Stockholders' Equity and Comprehensive Income (Loss), tontinucd 

\rears Ended February 28,2010 February 28,2009 and February 29, 200R 
(In tlzousmuls, except share data) 

Class A Anumul:1tcd 
and 

Class B othn 
Pt·cferred Common Paid-in Retained comprcheusivc Treasury 

Stock Stock Capital Earnings _ income (loss) stock 

Comprehensive income· 
Net income 22,483 

Foreign currency 
translation adjustment (685) 
Reel assi !ication 
adjustment for 
other -than-temporary 
impairment loss on 
available-for-sale 
security included in net 
mcome .· 1,000 
Unrealized (loss) on 
marketable securities, 
net of tax effect (268) 
~ther coinprehensiv~ 
mcome -

Comprehensive income .. .. 
Exercise of stock opdons 

... 

into 20,000 shares of·· 
cominon stock 84 
Stock-based compensation 
expense . . . 1,138 
Issuance or 800 shares of 
treasury stock '(2) 10 

Balances at February 28, 2010 $ - $ 247 $ 275,684 $ 113,996 $ (7,278) $ {i 8,386) $ 

See nccompanyiug notes to consolidatedjiflallcia/ statements. 
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Total 

Stork-
huhlcrs' 
eguity 

22,483 

(685) 

1,000 

(268) 

{953) 
21,530 

85 

1,138 

8 
364,263 



Audio vox Corporation and Subsidiaries 
Comolidated Statements of Cash Flows 

Years Ended February 28,2010 Fehruary 28, 2009 and February 29, 2008 
(Dollars in tlwusand~) 

Cash flows from operating activities: 
Net income (loss) 
Net income from discontinued operations 
Net income (loss) from continuing operations 

Adjustments to reconcile net income (loss) to net cash provided by 
(used in) continuing operating activiti!!s: 

Depreciation and amortization 
Bad debt expense 
Goodwill and intangible asset impairment 
Equity in income ofequily in vestee 
Distribution of incorne from equity i.nvestees 
Deferred i.ncome tax expense (l;lenefit), net 
Loss on disp()sal of property, plant line! equipment 
Tax (benefit) expense on stock optioll,S exercised· 
Non-cash compensation adjustment 

.·. :Non-ca.Sh.stock_b~ed C()rnpensation expell,Se 
I,tealizedgainon sale ()f investm.~nt 
Gain qnl>.argain p1.1rc1"tase .. · :, . . . . 

.. · . Jmp~:tirment I()SS ~m m,arketabl~ S(!C~r(ties .. . . . . . 
·Changes in operating assets and liabilities (net of assets and liabilities 
acqu.ired): ·· · · · · •· · · .· · · · · · 

Accounts receivable 
•. ::Inventory · .. · 

Receivables from vendors 
.. Prepaid expenses and other 

Investment securities-trading 
Accountspayable, accrued expenses, accrued sales incentives and 

other curren(lial;llliiies · · · · · · ·· · · .. ·. · · · · · · ·. 

Income taxes payable 
. Net caSh provided by (used in) operating activities 

Cash flows from investing ;;~ctivities: ... 
Purchases of property,_ plant and equipment 
Pn:iw!ds frbm sale of property, pl@tari~ equipment 
Proceeds from distribution from an equity. in vestee 
Proceeds from a ilquidating distrib.uiion from an available-for-sale 

investment · · 
Purchase of notes payable 
Purchase of ~hort-term investments 
Sale of short-term investments 
Sale oflong~term investment 
Purchase of long-term investment 
Purchase of patents 
Purchase of acquired businesses, less cash acquired 

Net cash (used in) provided by investing activities 

Cash flows from financing activities: 
Borrowings from bank obligations 
Repayments on bank obligations 
Principal payments on capital lease obligation 
Proceeds from exercise of stock options and warrants 
Repurchase of Class A common stock 
Reissue oftreaswy stock 
Principal payments on debt 

Scurcc-: AUD!OVOX COHP, 1G~K. i'JiO'/ 14, 2010 

$ 

\'car 
Ended 

February 28, 
2010 

22,483 

22,483 

7,694 
221 

(I ,657) 
2,199 
1,594 

32 

1,696 
1,138 

(5,447) 
1,000 

(22,451) 
32,849 

1,176 
{ 1,890) 

(615) 

$ 

Year 
Ended 

February 28, 
2009 

(71,029) 

(71,029) 

7,294 
1,937 

38,709 
(97'5) 

13,646 
4 

(20). 
651 
-369·. 

$ 

. -~-. . : .. ~· 

-· 

768 
2),951 .:,.? 
16,838 
'(9,ii4) ·, 

1,863 
. . ·~. 

Year 
Ended 

February 29, 
200!1 

8,465 
(1,719) 
6,746 

5,750 
297 

(3,590) 

(1,198) 
19 

)0$' 
(790) 

..-. · .. :·::$86' 
. (1_,5~~) 

<::.', • ',! \ - I 

;.:.-·.··.; 

(17,925) 
. (fQ,2iQ) 

··· ,E{H~~~ 
3.,167 

(6,251) II;74&' .(2J)ir7r 
(5,549) (4,474) 4,107 
28 222 . ____ . .::..30:..t.O:..::O.c:.6 .:....____;_:_,· (..::..64-'-'-,6:...:9..::./1) 

(5,0 17) 

1,304 

511 

(7,498) 
348 

( 14,657) 
(25,009) 

1!4 
(I ,452) 

22 
84 

10 

(4,606) 
. •.112 

1,080 

(548) 

(7,326) 
.. ~-- 94 

1,720 

64~ 

(33,7?0) 
169,855 

4,561 

(650) (70) 
621 (42,265) 

----~<3~,9~9~1) ----~9~3,~46~5 

4,654 

(73) 
46 

8 

(1,758) 
(69) 

3,148 
(1,425) 

(4,332) 

or•r••,;:;!.' 



Tax expense (bcncftt) on stock opl1on~ exerc1sec! 
Net cash (used in) provided by f111ancmg actiVIties 

Effect of exchange rate changes on cash 
Net increase in cash and cash equivalents 
Cash and cash equivalents at bq~1nnmg of vear 
Cash and cash equivalents at end of year 

Supplemental Cash Flow [ufomiation: 
Cash pmd dunng the pcnod for 

Interest, excluding bank charges 
fncorne taxes (net of refunds) 

See accompanying notes to consolidatedfinaucial statements. 
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-------

$ 

$ 
$ 

( l ,222) 

(! 984) 
7 

69,504 
69,511 $ 

1,310 $ 
(7,838) $ 

20 
4,655 

(50!) 
30,163 
39,341 
69,504 $ 

l ,224 $ 
3,8 !6 $ 

(805) 
(5,241) 

335 
23,868 
15,473 
39,341 

1,795 
n <1'-' 
\ L-~J l UJ 



Audiovox Corporation and Subsidiaries 
Notes to Consolidated Financial Statements 

February 28,2010 
(Dollars in thousands, except share and per share data) 

I) Desc_nption of Business and SummaJY__Q_fS_IgL]jflcanL!'l~c:ounting Polic1es 

Audiovox CorporatiOn ("Audiovox", "We", "Our", "Us" or "Company") is a leading international distributor in the 
accessoty, mobile and consumer electronics industries. With our most recent acquisition of Invision Automotive 
Systems, Inc. we have added manufacturing capabilities to our business model We conduct our business through eleven 
wholly-owned subsidiaries: American !Zad10 Corp, Audiovox Electronics Corporation ("AEC"), Audiovox Accessories 
Corp. ("AAC"), Audiovox Consumer Electronics, Inc. ("ACE"), Audiovox German Holdings GmbH ("Audiovox 
Germany"), Audiovox Venezuela, C.A, Audiovox Canada Limited, Entretenimiento Digital Mexico, S. de C.V. 
("Audiovox Mexico"), Code Systems, Inc, Schwaiger GmbH ("Schwaiger") and Invis10n Automotive Systems, Inc. 
("In vision"). We market our products under the Audio vox® brand name, other brand names and licensed brands, such as 
Acoustic Research®, Advent®, Ambico®, Car Link®, Chapman®, Code-Alarm®, Discwasher®, Energizer®, Heco®, 

· lncaarTM, Invision®, Jensen®, Mac Audio™, Magnat®, Movies2Go®, Oehlbach®, Phase Linear®, Prestige®, 
Pursuit®, RCA®, RCA Accessories®, Recoton®, Road Gear®, Schwaiger®, Spikemaster® and Terk®, as well as 
private labels through a large domestic and intemational distribution network. We also function as an OEM ("Original 
Equipment Manufacturer") supplier to several customers and presently have one reportable segment (the "Electronics 
Group"), which is organized by product category. 

The Company completed the divestiture of Audiovox Malaysia on November 7, 2005. Unless specifically indicated 
otherwise, all amounts and percentages presented in the notes below are exclusive of discontinued operations. 

The Company's current fiscal year began March 1, 2009 and ended on February 28, 2010. This annual report on Form 
10-K compares the financial position as of February 28, 2010 to February 28, 2009 and the results of operations for the 
years ended February 28,2010, February 28, 2009 and February 29, 2008. 

The financial statements and accompanying notes are prepared in accordance with accounting principles generally 
accepted in the United States of America. 

b) Principles o[Conso/idation 

The consolidated financial statements include the financial statements of Audiovox CorporatiOn and its wholly-owned 
subsidiaries. All significant intercompany balances and transactions have been eliminated in consolidation. 

Equity investments in which the Company exercises significant influence but does not control and is not the primary 
beneficiary arc accounted for using the equity method. The Company's share of its equity method investecs earnings or 
losses are included in other income in the accompanying Consolidated Statements of Operations. The Company 
eliminates its pro rata share of gross profit on sales to its equity method investees for inventory on hand at the in vestee at 
the end of the year. Investments in which the Company is not able to exercise significant influence over the in vestee are 
accounted for under the cost method. 

c) Use o(Estimates 

The preparation of these financial statements require the Company to make estimates and assumptions that affect 
reported amounts of assets, liabilities, revenue and expenses. Such estimates include the allowance for doubtful 
accounts, inventory valuation, recoverability of deferred tax assets, reserve for uncertain tax positions, valuation of 
long-lived assets, accrued sales incentives, warranty reserves, stock-based compensation, impairment assessment of 
investment securities, goodwill and trademarks, and disclosure of contingent assets and liabilities at the date of the 
consolidated financial statements. Actual results could differ from those estimates. 

d) Cash and Cash Equivalents 

Cash and cash equivalents consist of d.emand deposits with banks and highly liquid money market funds with original 
maturities of three months or less when purchased. Cash and cash equivalents amounted to $69,511 and $69,504 at 
February 28, 2010 and February 28, 2009, respectively. Cash amounts held in foreign bank accounts amounted to 
$7,089 and $8,922 at February 28, 20 I 0 and February 28, 2009, respectively. The majority of these amounts arc 111 

excess of government insurance. The Company places its cash and cash equivalents in institutions and funds of high 
credit quality. We perform periodic evaluations of these institutions and funds. 

:r. 
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Audiovox Corporation and Subsidiaries 
Notes to Consolidated Financial Statements, continued 

February 28,2010 
(Dollars in thousands, cxrcpt share and per share data) 

The Company adopted authoritattvc gut dance on "Fair Value Measurements", as of March I, 2008, which, among other 
thmgs, requires enhanced disclosures about investments that are measured and reported at fair value. This guidance 
establishes a hierarchal disclosure framework that prioritizes and ranks the level of market price observability used m 
measuring investments at fair value. Market price observability is impacted by a number of factors, including the type of 
investment and the characteristics spectftc to the mvestment. Investments with readily available active quoted prices or 
for which farr value can be measured from actively quoted prices generally will have a higher degree of market price 
observability and a lesser degree of judgment used in measuring fair value. 

Investments measured and reported at fair value are classified and disclosed in one of the following categories: 

Level 1 -Quoted market prices 111 acttve markets for identical assets or liabilities. 
Level2- Inputs other than Level 1 inputs that are either directly or indirectly observable. 
Level 3- Unobservable inputs developed using the Company's estimates and assumptions, which reflect those that 
market participants would use. 

The following table presents assets measured at fair value on a recurring basis at February 28, 2010: 

f;r!~M~~~~a¥~if~~!1J:~ket tt!n<Is . 
Short-term investments 
f':f(·':;"'~f6relgii'#.U!ten"Cy';contriu~t (a)":: ' • 
Long~tenn investment securities: 
;c-~;,,~-M~rke_t4~i~ s~C.lirltle~ . ; · · '· · · ,. ·: · 

Trading securities 
~D:;.,~~~ii\y~iTil.l).l~Y9i~sale se~urities ., •... 

Held-to-maturity 
~: :_·:To!flrmarke~ble securitie~ 
Other investment at cost (b) 
. . ... ' 'fo.i~i.Jo!iftenr(irivestin.er}t securities 

$ 3,158 $ 
. . ~.;::L:,:·:~: ,:.:);sit' .. -

7,110 
.~.:-·.:· ··14,089 

1,803 

Fair Value Measurements at Reporting Date 
Using 

Level 1 Level 2 Level 3 

3,158 
94 

7,110 
10,362 

:-.$ · ... ' .. :..-~;,.~-;·.-., -

:::.$ ____ '':$''; 

$ $ 

3,727·· 

;$ ;_:•• .. 15,892 .•.;:;..$ _;. __;_''.;.:.-:1-"-"0 "'-'36=2 ~$ ____ ... .;:;.$ __ .=..!3,c:.:72:..;_7 

The to!lowing table presents assets measured at fair value on a recurring basis at February 28, 2009: 

(;ash and cash equivalents: 
· Cash (lnd n10ney marketJunds 

Long-term investment securities: 
· M¥kctable Securities · · · 

Trading securities 
Available-for-sale securities 

Total marketable securities 
Other long-term investments 

Total long-term investment securities 

$. 69 504 $ 

$ 2,543 $ 
3,727 
6,270 
1 474 

$ 7,744 $ 

Fair Value Measurements at Repot·ting Date 
. Using 

Levell Leve12 Levcl3 

69,504 =-$ ---- $ 

2,543 $ $ 
312 3415 

2,855 3,415 

2,855 $ $ 3 415 

(a) The foreign currency contract is recorded in prepaid expenses and other current assets on the Company's balance 
sheet. 

(b) There were no events or changes in circumstances that occurred to indicate a signiftcant adverse effect on the cost of 
this investment. 
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Audiovox Corporation and Subsidiaries 
Notes to Consolidated financial Statements, continued 

February 28,2010 
(Dollars in thousands, except share anti per share data) 

The carrying amount oC the Company's accounts rccetvable, short-term debt, accounts payable, accrued expenses, bank 
obligations and long-term debt approxl!nates fair value because of (i) the short-term nature of the financwl instrument, 
(ii) the interest rate on the fmanctal tnsttumcnt bemg reset every quarter to retlect current market rates; (iii) the slated or 
unplicit interest rate approxmmtcs the current market rates or arc not materially different than market rates and (iv) arc 
based on quoted prices in active markets 

f) Investment Secul'ities 

[n accordance with the Company's investment policy, all long and short-term investment securities are invested tn 

"investment grade" rated securities As of February 28, 20 I 0, the Company had the following investments: 

Short-Tenn investments 
Foreign curr(mcy contract 

(a) . $ 
Long-Term Investments 
· :Marketable Securities · 

Tradin.g _ . . . 
. . ·Deferred' 

Cost 
Basis 

Februar-y 28, 2010 

752. $ 

Unrealized 
holding 

gaio/(loss) 

$ 

Fair 
Value 

752 

Com!J¢r)s~il9d.' '. . _ ·.· .. , ····· '/:3,157< .•... 3,157' 
Available-for-sale 
· .Cellstir · ·. 

Bliss-tel 

: .A~t:.t~oil E.~ie ·• 
Held-to-maturity 

Investment 
···.· Total Marketable Securities' 

Other Long-Term 
Investment 

... Total Long-Tenn 
Investments · 
Total Investments $ 

2,825 
<·),550 ,' 

7,445 
17;977 

1,803 

. 19 780 
20,532 $ 

.15 .. 
(2,745) 

(823) 

(335) 
{3,888) 

(3,888) 

15 
80 

3,727 

7,110 
14,089 

1,803 

15,892 
16,644 ( 3 '8 8 8) ;:;_$ ---"":..c:;_;_;_ 

$ 

$ 

February 28, 2009 

Cost 
Basis 

- $ 

2,542, 

Unrealized 
holding 

gain/(loss) 

$ 

Fair 
Value 

2,542 

.:,c·:c• .. .. ~!SJ:.· .... 63 
3,825 ...... - .(~\?,!5)-. 250 

· 4;5so. •·•· · •.·.··. o,l35) _· ·. '·· _ )Ais 

10,917 {4,647) 6,270 

1,474 

12,391 
12,391 $ 

1,474 

·· .•. (4,641)_· _;___7.:..z_;_74_:_:4 

(4,647) :::..$ __ 7;_._7,:._4;_;.4 

(a) The foreign currency contract is recorded in prepaid expenses and other current assets on the Company's balance 
sheet 

Short-Term Investments 

Short-term investments inciude an investment in forward exchange contracts. In the fourth quarter of Fiscal 2010, our 
German subsidiary entered into certain torward contracts to hedge the currency exposure for its U.S. dollar denominated 
assets, liabilities and future commitments. The Company minimized the risk of nonperformance on the forward contract 
by transacting with a major financial institution in the European market The gains or losses associated with these 
foreign exchange contracts arc evaluated and recorded, as applicable, on the measurement date as the contracts are no! 
specifically connected to any assets, liabilities or future commitments. As of February 28, 2010, the notional amount of 
foreign exchange contracts was $14,000 A transaction gain of $753 was recorded during the fourth quarter of Fiscal 
2010 

Long-Term Investment Components 

Tradmg Securities 

The Company's trading securities consist of mutual funds, which arc held in connection with the Company's deferred 
compensation plan (see Note 10) Unrealized holding gains and losses on trading securities offset those associated with 
the corresponding deferred compensation liability 



Available-hJ/·-Sale SecutJ/Jc5 

The Company's available-for-sale marketable sccunticS mclude a less than 20% equity ownerslup in CLST Holdings, 
Inc. ("Ccllstar") and flliss-tcl Public Company Limited ("Bliss-tel"), and taxable auction rate notes which have 
long-tcnn matuiity dates (October 2038) 
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Audiovox Corporation and Subsidiaries 
Notes to Consolida led Fin a ncia I Sta tcmc n Is, con tinned 

Fcbn!ary 28, 20!0 
(Dollars in thousands, except share and pet· shat·e data) 

Unrealized holding gains and losses, net of the related tax effect (if applicable), on available-for-sale sccunt1es are 
reported as a component of accumulated other comprehensive income (loss) unttl realized. Real izcd gains and losses 
from the sale of available-for-sale sec unties are determ111cd on a specific identifiCation bas1s 

The fair value of the Cellstar and Bliss-tel investments are detem1incd by quoted prices in acttvc markets as they are 
publicly traded. The auction rate security is collateralized by student loan portfolios, which are guaranteed by the United 
States govcrnn1cnt. Based on the irnpact of the current economy on the U.S. credit niarkets, the Co1npany relies on 
various valuation techniques for its auction rate security classified as Level 3 inputs. These analyses consider, among 
other tterns, the underlying collateral, the credit worthiness of the issuer, the timing of expected future cash flows, and 
when a successful auction can be expected. Whenever possible, the securities will be compared to other observable and 
relevant market data. 

On December 13, 2004, one of the Company's former equity investments. Bliss-tel Public Company Limited 
("Bliss-tel"), issued 575,000,000 shares on the SET (Security Exchange of Thailand) for an offering price of 2.48 baht 
per share. Prior to the issuance of these shares, the Company was a 20% shareholder in Bliss-tel and, subsequent to the 
offering, the Company owned 75,000,000 shares (or approximately 13%) of Bliss-tel's outstanding stock. In addition, on 
July 21, 2005, the Company received 22,500,000 warrants ("the warrants") which may be exercised beginning on 
September 29. 2006, and expire on July 17, 2012. Each warrant is exercisable into one share of Bliss-tel common stock 
at an exercise price of 8 baht per share. 

During the year ended February 29, 2008, the Company sold 32,898,500 shares of Bliss-tel stock resulting in a gain of 
$1,533, which is included in other income (loss) on the accompanying consolidated statements of operations. During 
Fiscal 2010, Bliss-tel concluded a 4:1 reverse stock split. Accordingly, all share data has been retroactively restated. As 
of February 28, 2010 the Company owns 36,250,000 shares and 22,500,000 warrants in Bliss-tel with an aggregate fair 
value of$250. 

A decline in the market value of any available-for-sale security below cost that is deemed other-than-temporary results in 
a reduction in carrying amount to fair value. The impairment is charged to earnings and a new cost basis for the security 
is established. The Company considers numerous factors. on a case-by-case basis, in evaluating whether the decline in 
market value of an available-for-sale security bdov: cost is other-than-temporary. Such factors include, but are not 
limited to, (i) the length of time and the extent to which the market value has been less than cost; (ii) the financial 
condition and the near-tem1 prospects of the issuer of the investment; and (iii) whether the Company's intent to retain the 
investment for the period of time is sufficient to allow for any anticipated recovery in market value. As a result of its 
review, the Company determined that its investment in Bliss-tel was other-than-temporarily impaired based on its market 
price (which has been below our cost in excess of twelve months), Bliss-tel's recent losses, its deteriorating financial 
position, and conditions in the local and global economy, as well as the political environment in Thailand. This 
impairment relates to the approximate value of the warrants which the Company will not exercise. Furthermore, the. 
Company docs not believe that it would realize its initial investment in these warrants, via conversion or sale in the open 
market, within a reasonable amount of time. The Company continues to consider management's business plan to 
improve its financial and commercial position which includes the repayment of Bliss-tel's debt by selling real estate 
assets, raising additional capital and plans to grow their business. There is no assurance that its plans will be successful, 
therefore, we will continue to evaluate the circumstances impacting this investment throughout the fiscal year ending 
February 28, 20 II. 

Held-to-Maturity Investment 

The Company holds a dollar-denominated Venezuelan bond issued by the Venezuelan government which matures in 
2015 in the amount of $7,110. This security is classified as held-to-maturity and with the exception of an adjustment of 
approximately $340 associated with the country's recent currency devaluation, the security is accounted for under the 
cost method. 

Other Long- Term Investments 

Other long-term investments include an investment in a non-controlled corporation of $1,803 accounted for by the cost 
method. 
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Notes to Consolidated Financial Statements, continued 

February 28,2010 
(Dollars in thousands, except shar·c and per share data) 

The Company rccogmzcs revenue from product sales at the time of passage of title and risk of loss to the customer either 
at FOB shipping point or FOB destmation, based upon tcnns established with the customer. The Company's selling pncc 
to its customers is a fixed amount that is not subject to refund or adjustment or contingent upon additional rebates_ Any 
customer acceptance provisions, which arc related to product testing, arc satisfied prior to revenue recognition There arc 
no further obligations on the part of the Company subsequent to revenue recognition except for product returns from the 
Company's customers. TI1e Company docs accept product returns, if properly requested, authorized, and approved by the 
Company The Company records an estimate of product returns by its customers and records the provision for the 
estimated amount of such future returns at point of sale, based on historical experience and any notification the Company 
receives of pending returns. 

The Company includes all costs incurred for shipping and handling as cost of sales and all amounts billed to customers 
as revenue_ 

h) Accounts Receivable 

The majority of the Company's accounts receivable arc due from companies in the retail; mass merchant and OEM 
industries. Credit is extended based on an evaluation of a customer's financial condition. Accounts receivable are 
generally due within 30-60 days and are stated at amounts due from customers, net of an allowance for doubtful 
accounts. Accounts outstanding longer than the contracted payment terms are considered past due. 

Accounts receivable is comprised of the following: 

February 28, 
2010 

February 28, 
2009 

ti-ade~iic~blii1t5 rcci:IV:~6l~1ililf'Sijlh .'~· .. 112,456 
Less: 
.... ~:,: -.-;Allo.w<mce [or.clotMf~(ai;:toJmts .... .. ... · .. 

Allowance for cash discounts 
'.: ., :'._.-.·. 

...• ;. . {. -· ~_,. ~' •. :.t 
;., .. :_..; 
; .. -: .... /,',· . ..~ . :. . . ·. 

The Company performs ongoing credit evalu~tions of its customers and adjusts credit limits based upon payment history 
and the customer's current credit worthiness, as determined by a review of their current credit information. The Company 
continuously monitors collections·and payments from its customers and maintains 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, the Company cannot 
guarantee it wilt continue to experience the same credit loss rates that have been experienced in the past. Since the 
Company's accounts receivable are concentrated in a relatively few number of 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 
the Company's accounts receivable and future operating results. 

i) Inventory 

The Company values its inventory at the lower of the actual cost to purchase (primarily on a weighted moving-average 
basis) and/or the current estimated market value of the inventory less expected costs to sell the inventory. The Company 
regularly reviews inventory quantities on-hand and records a provision for excess and obsolete inventory based primarily 
from selling prices, indications from customers based upon current price negotiations and purchase orders. The 
Company's 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. TI1e Company recorded inventory 
write-downs of $2,972, $13,& 18 and $4,925 for the years ended February 28, 2010, February 28, 2009 and February 29, 
2008, respectively. 
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Audiovox Cor·poration and Subsidiaries 
Notes to Consolidated Fiuanci?.l St2tcrnents, continued 

Februar·y 28, 2010 
(Dollars iu thous:tnds, except share aud per share data) 

lnvcntorws by 111i:IJOI cate1;ory arc as follows 

February 28, February 28, 
2010 2009 

Ra'.v n1atcria!s .,. 
4~428 

.. 
,)' .)> 

Work m process 300 
Finished goods 97 989 125 301 
Inventory, net $ 102,717 $ 125 301 

The Company's estimates of excess and obsolete inventory may prove to be inaccurate, in which case the Company may 
have understated or overstated the provision required for excess and obsolete mventory. Although the Company makes 
every effort to ensure the accuracy of its forecasts of future product demand, any significant unanticipated changes in 
demand, price or technological developments could have a significant impact on the value of the Company's inventory 
and reported operating results. 

j) !.!Jxmerty. Plant and Equipment 

Land 
•' 

Buildings 

Property, plant and equipment are stated at cost less accumulated depreciation. Property under a capital lease is stated at 
the present value of minimum lease payments. Major improvements are capitalized and minor replacements, 
maintenance and repairs are charged to expense as incurred. Upon retirement or disposal of assets, the cost and related 
accumulated depreciation are removed from the consolidated balance sheets. 

~A. stunm!lry of property~ plant and equipment, n~t, are as follo\vs: 

February 28, Febmary 28, 
2010 2009 

. ·:::_:,·; .= 
$ 338 r ......... .. 338 

6,749 6,749 
Property under capital lease 6,981 6,98! 
Furniture, fixtures and displays 3,741 3,496 

6}91 Machinery imd equipment ··: ... 8;637 
Construction-in-progress 57 
Computer hardware and software 26,884 22,373 
Automobiles 752 661 
Leasehold improvements 6 299 5 997 

60,381 
Less accumulated depreciation and amortization 38 236 

$ 22,145 $ 

Depreciation is calculated on the straight-line method over the estimated useful I ives of the assets as follows: 

Buildings 
Fumiture, fixtures and displays 
Machinery and equipment 
Computer hardware and software 
Automobiles 

20-30 years 
5-l 0 years 
5-10 years 

3-5 years 
3 years 

53,443 
33 540 
19,903 

Leasehold Improvements are amortized over the shorter of the lease term or estnnated useful lite of the asset. Assets 
acquired under capital leases are amortized over the term of the respective lease. Capitalized computer software costs 
obtained for internal use are amortized on a straight-line basis. 

Depreciation and amortization of property, plant and equipment amounted to $5,713, $5,653 and $4,609 for the years 
ended February 28, 20 tO, February 28, 2009 and February 29, 2008, respectively Included in depreciation and 
amortization expense is amortization of computer software costs of $1,0 IS, $1,127 and $812 for the years ended 
february 28. 20 I 0 February 28, 2009 and February 29, :W08, respectively. Also included in depreciation ex:pcn..-;c 
is $251 of depreciatiOn related to property under a capital lease for the years ended February 28, 20 I 0, February 28, 



200<) and Fcbru;:uy 2'), 2008 

42 
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Notes to Consolidated Financial Statements, continued 

Fclii-U:l!")' 28, 20!0 
(Doil:us in thousands, except share and per share data) 

k) Goodwill and Olhct lntan';',ible Assets 

Goodwill and other mtanp,ible assets consist of the excess over the fair value of assets acquired (goodwill) and other 
mtangiblc assets (patents, contracts, trademarlcs/tradenames and customer relationships) Values assigned to the 
respective assets are determined in accordance with ASC 805 "Business CombinatiOns" ("ASC 805") and Statement of 
ASC 350 "[ntangibks- Goodwill and Othc:r" (",A.SC 350"}. 

Goodwill IS calculated as the excess of the cost of purchased businesses over the value of the1r underlying net assets. 
Generally, the primary valuation method used to determine the Fair Value (''FV") of acquired businesses is the 
Discounted Future Cash Flow Method ("DCF"). A five-year period is analyzed using a risk adjusted discount rate. 

The value of potential intangible assets separate from goodwill are evaluated and assigned to the respective 
categories. The largest categories from recent acquired businesses are Trademarks and Customer Relationships. The 
FV's of trademarks acquired are determined using the Relief from Royalty Method based on projected sales of the 
trademarked products. The FV's of customer relationships are determined using the Multi-Period Excess Earnings 
Method which includes a DCF analysis, adjusted for a required return on tangible and intangible assets. The guidance in 
ASC 350, including management's business intent for its use; ongoing market demand for products relevant to the 
categ01y and their ability to generate future cash flows; legal, regulatory or contractual provisions on its use or 
subsequent renewal, as applicable; and the cost to maintain or renew the rights to the assets; are considered in 
determining the useful life of all intangible assets. If the Company determines that there are no legal, regulatory, 
contractual, competitive, economic or other factors which limit the useful life of the asset, an indefinite life will be 
assigned and evaluated for impairment as indicated below. Goodwill and other intangible assets that have an indefinite 
useful life are not amortized. Intangible assets that have a definite useful life arc amortized over their estimated useful 
life · 

Goodwill and intangible assel~ with indefinite useful lives are required to be tested for impairment at least annually or 
more frequently if an event occurs or circumstances change that could more likely than not reduce the fair value of a 
reporting unit below its carrying amount. Intangible assets with estimable useful lives arc required to be amortized over 
their respective estimated useful lives and reviewed for impairment 

The Company's goodwill balance at February 28, 2010 consisted solely of preliminary goodwiii associated with its 
recent acquisition of Invision for which the Company is in the process of completing its purchase price allocation. As 
such, the goodwill was not tested for impairment. For intangible assets not associated with goodwill, primarily 
trademarks, the Company compared the fair value of the intangible asset with its carrying amount. To compute the fair 
value, various considerations were evaluated including current sales associated with these brands, management's 
expectations for future sales, performance of the business group and proximity to acquisition date fair values. At the 
present time, management intends to continue the development, marketing and selling of products associated with il~ 
intangible assets and there arc no known restrictions on the continuation of their use. 

The cost of other intangible assets with definite lives are amortized on a straight-line basis over their respective 
lives. Management has determined that the current lives of these assets arc appropriate. Intangible assets with indefinite 
lives were not deemed to be impaired at February 28, 2010. The Company recorded an impainnent charge of $38.8 
million in the fourth quarter of Fiscal 2009, $28.8 million related to goodwill and resulted in the entire balance being 
written off. The expected future cash flows related to intangible assets with definite lives exceeded their carrying values 
and as such, were not impaired. The cost of other intangible assets with definite lives are amortized on a straight-line 
basis over their respective lives. Management has determined that the current lives of thcst: assets are appropriate. 
Intangible assets with indefinite lives were deemed to be impaired. As a result, an impairment of $9,976 was recorded. 
All impainnent charges were reflected in pre-tax operating income on the Company's financial statements. 

Goodwill 

The change 111 the carrying amount of goodwill is as follows: 

Net bcguming balance 
Tcchnuity purchase price allocation 
Goodwill irnp<~irrnen! c;h;lrge 
lnv1sion purchase pncc allocation 

$ 

February 28, 
2010 

7,31!9 

February 28, 
2009 

23,427 
5,411 

(28)838) 



Net cndtng balance 7,389 .;_$ ____ _ 

41 

•-::r;,,··-



Audiovox Corporation and Subsidiaries 
Notes to Consolidated Financial Statements, continued 

February 28, 20 I 0 
(Dollars in thousands, except share and per share data) 

Oiher lntarrg!hfe Assets 

Gross 
Carr-ying 

Value 

Trademarksrfradenamcs/Liccnses not subject to amortization $ 80,471 
Customer relationships subJect to amortization (5-20 years) 16,850 
Trademarksrfradenamcs subject to amortization (3- I 2 years) 1,180 
Patent~ subject to amortization (5-10 years) 1,684 
License subjeet to amortization (5 years) 1:400 
Contract subject to amortization (5 years) I 104 

Total $ 102 689 

Februar;): 28,2010 

Accumulated 
Amortization 

$ 
2,554 

470 
682 
653 

I 104 
$ 5 463 

February 28, 2009 

Trademarksirradenames/Licensesnot subjeci to 
amortization · · . $ 
Customer relationships subject to amortization (5-20 years) 
Trademarks/Tradenames sub jed to amortization (3~12 .. 
years) . . . 

Patents subject to an:to.rtiz1{tiol1 (5-10 years) 
License supject to l!mortizatiol} (5 years) 
Contract subject to amortization (5 years) 

Gross 
Cnrying 

Value 

~3.~7.2 
J3,Q79 

l;l~O 
1,345 

.:.1,400 
I 104 

. 101,980 · · Total· · · · ·· · · ·· $ 
~---~~ 

. .. 

Accumulated 
Impairment Amortization 

$ . 9,9?7 $ -
1,357 

269 
562 
373 
938 

$ 9957 .. 3 499 .1) 

Total Net 
Book 
Value 

$ 80,471 
14,296 

710 
1,002 

747 

$ 97,226 

Total Net 
Book 
Value 

$ 73,915 . 
11,722 

9H 
783 

(027. 
166 

$ 88~524 

During the year ended February 28, 2010, the Company recorded $339 of patents subject to amortization and $6,556 and 
$3,770 to indefinite life and amortizing intangibles, respectively in connection with the final purchase price allocation 
for its Schwaiger and Invision acquisitions. The weighted~average remaining amortization period for customer 
relationships as of February 28, 2010 is approximately 12 years. 

Amortization expense for intangible assets amounted to $1,946, $1,626 and $I, 141 for the years ended February 28, 
2010, February 28, 2009 and February 29, 2008, respectively. The estimated aggregate amortization expense for all 
amortizable intangibles for each ofthe succeeding years ending February 28,2015 is as follows: 

I) Sales Incentives 

Fiscal Year 
2011 
2012 
2013 
2014 
2015 

Amount 
$ 1,959 

1,643 
1,512 
1,299 
1,299 

$ 7712 

The Company offers ~ales incentives to its customers in the form of (I) co-operative advertising allowances; (2) market 
development funds; (3) volume incentive rebates and (4) other trade allowances. The Company accounts 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 the Company's products during a specified period 
of tirnc. Ali sales incentives require customers to claim the sales incentive within a certain time period (referred to as the 
"claim period") and claims are settled either by the customer claiming a deduction against an outstanding account 
receivable or by the customer requesting a cash payout. All costs associated with sales incentives arc classified as a 
reduction of net sales. The following is a summary of the various s<~les incentive programs 
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Fe bt·ua r)' 28, 20 l 0 
(Dollars in thousands, except share and per shan data) 

Co-operattve advertiSing allowances arc offered to customers as reimbursement towards their costs for print or med1a 
advcrttstng in which the Cornp<my 's product is featured on its own or 111 conJunction wtth other comp::u11cs' 
products. The amount offered IS ctthcr a ftxed amount or is based upon a ftxcd pctccntage of sales revenue or a ftxed 
amount per unit sold to the customer dunng a specified time penod 

Market development funds arc offered to customers in connection with new product launches or entrance into new 
rnarkcts. The amount offered for ncv.' product !3unches is based upon a fixed cunount: or percentage of sales revenue to 
the customer or a fixed amount per unit sold to the customer during a specified time period. 

Volume incentive rebates offered to customers require that minimum quantities of product be purchased during a 
specified period of time. The amount offered is either based upon a fixed percentage of sales revenue to the customer or 
a fixed amount per unit sold to the customer. The Company makes an estimate of the ultimate amount of the rebate their 
customers will earn based upon past history with the customer and other facts and circumstances. The Company has the 
ability to estimate these volume incentive rebates, as there does not exist a relatively long period of time for a particular 
rebate to be claimed. Any changes in the estimated amount of volume incentive rebates are recognized immediately 
using a cumulative catch-up adjustment. The Company accrues the cost of co-operative advertising allowances, volume 
incentive rebates and market development funds at the later of when the customer purchases our products or when the 
sales incentive is offered to the customer. 

Other trade allowances are additional sales incentives that the Company provides to customers subsequent to the related 
revenue being recognized. The Company records the provision for these additional sales incentives at the.later of when 
the sales incentive is offered or when the related revenue is recognized. Such additional sales incentives are based upon a 
fixed percentage of the selling price to the customer, a fixed amount per unit, or a lump-sum amount 

The accrual balance for sales incentives at February 28, 2010 and February 28, 2009 was $10,606 and $7,917, 
respectively. Although the Company makes its best estimate of its sales incentive liability, many factors, including 
significant unanticipated changes in the purchasing volume of its customers and the lack of claims made by customers 
could have a significant impact on the sales incentives liability and reported operating results. 

For the years ended Fcbmary 28, 2010, February 28, 2009 and February 29, 2008, reversals of previously established 
sales incentive liabilities amounted to $2,559, $4,083 and $4,108, respectively. These reversals include unearned and 
unclaimed sales incentives. Reversals of 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 arc 
reversed into income in the period when the customer did not reach the required minimum purchases of product during 
the specified time. Unearned sales incentives for the years ended February 28, 2010, February 28, 2009 and February 29, 
2008 amounted to $1,369, $1,664 and $1,970, respectively. Unclaimed sales incentives are sales incentives earned by 
the customer but the customer has not claimed payment from the Company within the claim period (period after program 
has ended). Unclaimed sales incentives for the years ended February 28, 20 I 0, February 28, 2009 and February 29, 2008 
amounted to $1,190, $2,419 and $2,138, respectively. 

The Company reverses earned but unclaimed sales incentives based upon the expiration of the claim period of each 
program. Unclaimed sales incentives that have no specified claim period are reversed in the quarter following one year 
from the end of the program. The Company believes the reversal of eamed but unclaimed sales incentives upon the 
expiration of the claim period is a disciplined, rational, consistent and systematic method of reversing unclaimed sales 
incentives. · 

A summary of the activity with respect to accrued sales incentives is provided below: 

Opening balance 
Accruals 
Payments 
Reversals for unearned incentives 
Reversals for unclaimed inccnti vcs 

Ending balance 

$ 

$ 

Year 
Ended 

February 28, 
2010 

7,917 $ 
29,654 

(24,406) 
(1,369) 
{1,190) 
10,606 $ 

Year Year 
Ended Ended 

February 28, February 29, 
2009 2008 

10,768 $ 7,410 
23,877 29,084 

(22,645) (21,618) 
(I ,664) (1,970) 
{2,419) (2, 138) 
7,917 $ 10,768 

.~ ·,. '' ::· ::~ ~I:' 
• ..•. _ 

···:~-, :·· il:·':" ., ~· ·. ;~:; ,"'!;.• h~·· 



The maJortty of the reversals or previOusly established sales mccnttvc liabtltttcs pcrtarnw sales recorded 111 rnot pcrtmL; 
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February 28, 21ll0 
(Dollars i•i ilwu~;luus, except sh:tre :~nd per share d:~ta) 

Excluding co-opcrat1ve advcrtismg, the Company expensed the cost of advertising, as incurred, of $5,tl20, $6,523 and 
$5,854 for the years ended February 28, 20!0, February 28,2009 and February 29,2008, respectively. 

n) Product Warranties and Product Repair Costs 

The Company generally warranties its products against certain manufacturing and other defects. The Company provides 
warranties for all of its products ranging from 90 days to the lifetime of the product. Warranty expenses are accrued at 
the time of sale based on the Company's estimated cost to repair expected product returns for warranty matters. This 
liability is based primarily on historical experiences of actual warranty claims as well as current information on repair 
costs. The warranty liability of $7,853 and $7,779 is recorded in accrued expenses in the accompanying consolidated 
balance sheets as of February 28, 20 I 0 and February 28, 2009, respectively. In addition, the Company records a reserve 
for product repair costs which is based upon the quantities of defective inventory on hand and an estimate of the cost to 
repair such defective inventory. The reserve for product repair costs of $5,205 and $6,631 is recorded as a reduction to 
inventory in the accompanying consolidated balance sheets as of February 28, 20 I 0 and February 28, 2009, respectively. 
Warranty claims and product repair costs expense fm the years ended February 28, 2010, February 28, 2009 and 
February 29, 2008 were $12,931, $12,187 and $9,401, respectively. 

Changes in the Company's accrued product warranties and product repair costs are as follows: 

B~ginning balapce 
Lia~il!tie~ apquired during acquisitions (see Note 2) 
Liabilities .accn~cd for warranties issued 
Warranty claims paid 

·Ending billance 

o) ~Currency 

.. •$ 

$ 

Yea•· 
Ended 

February 28, 
2010 

.. 
.. •J4,4l0 

879 
It0 52 

{14,283) 
13,058 

Year 
Ended 

February 28, 
2009 

$ 17,319. 

i2,i87. 
{15,096) 

$ 14 410 

Year 
Ended 

February 29, 
2008 

$ ; 9,~86. 
....... g.B,48 .. 

9,40J 
(14,516) 

$ 17,319 

Assets and liabilities of those subsidiaries and Fonner equity investees located outside the United States whose cash 
flows are primarily in local currencies have been translated at rates of exchange at the end of the period or historical 
exchange rates, as appropriate in accordance with ASC 830, "Foreign Currency Matters" ("ASC 830"). Revenues and 
expenses have been translated at the weighted-average rates of exchange in effect during the period. Gains and losses 
resulting from translation arc recorded in the cumulative foreign currency translation account in accumulated other 
comprehensive income (loss). For the years ended February 28, 2010, February 28, 2009 and February 29, 2008, the 
Company recorded foreign currency transaction losses (gains) in the amount of $1,362, $60 and $(218), respectively. 

Exchange gains and losses on inter-company balances of a long-term nature are also recorded in the cumulative foreign 
currency translation account in accumulated other comprehensive income (loss). 

On Friday, January 8, 2010, the Venezuelan government announced its intention to devalue its currency (89livar fuerte) 
and move to a two tier exchange structure, 2.60 for essential goods and 4.30 tor non-essential goods and 
services. Although products sold by our Venezuelan operation are expected to be classified as non-essential, the 
Company has certain US dollar denominated assets and liabilities for which the 2.60 rate has been applied. During the 
fourth quarter of Fiscal 2010, the Company recorded approximately a $3 loss through other comprehensive income 
associated with the devaluation. 
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February 28, 1010 
(Dollars in thousands, except share and per share data) 

Effecttvc January l, 20 l 0, according to the gutdelines in ASC 830, Venezuela has been designated as a 
hyper-mflationary economy. A hyper-inflationary economy designation occurs when a country has experienced 
cumulative inflation of approximately l 00 percent or more over a 3 year period. The hypcr-inOattonary designation 
requires the local subsidiary in Venezuela to record all transactions as if they were denom111atcd in U S dollars The 
Company will transitiOn to hyper-inflationary accountmg on March I, 20 I 0 

p) Income Taxes 

Income taxes arc accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for 
the future tax consequences attributable to ditlerences between the financial statement carrying amounts of existing 
assets and liabilities and their respective tax basis and operating loss and tax credit carryforwards. 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. 

Uncertain Tax Positions 

The Company adopted guidance included in ASC 740 "Income Taxes" {"ASC 740") as it relates to uncertain tax 
positions. The guidance addresses the determination of whether tax benefits claimed or expected to be claimed on a tax 
return should be recorded in the financial statements. Under ASC 740, 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 realized upon ultimate settlement. ASC 740 also provides guidance on derecognition, classification, interest and 
penalties, accounting in interim periods and disclosure requirements. 

Tax interest and penalties 

The Company classifies interest and penalties associated with income taxes as a component of income tax expense 
{benefit) on the consolidated statement of operations. 

q) Income (Loss/ Per Common Share 

Basic income (loss) per common share is based upon the weighted-average number of common shares outstanding 
during the period. Diluted income (loss) per common share reflects ·the potential dilution that would occur if securities or 
other contracts to issue common stock were exercised or converted into common stock. 

A reconciliation between the denominators of the basic and diluted income (loss) per common share are as follows: 

Weighted-average number of common shares outstanding (basic) 
Effect of dilutive securities: 

Stock options and stock warrants 
Weighted-average number of common and potential common shares 
outstt~:nding (diluted) 

Year 
Ended 

February 28, 
2010 

22,875,651 

44,014 

22,919 665 

Year 
Ended 

February 28, 
2009 

22,860,402 

22 860,402 

Year 
Ended 

February 29, 
2008 

22,853,482 

22 680 

22,876,162 

Stock options and stock warrants totaling 1,221,200, 1,544,225 and 1,336,787 for the years ended February 28, 2010, 
February 28, 2009 and February 29, 2008, respectively, were not included in the net income {loss) per common share 
calculation because the exercise price of these opttons and warrants were greater than the average market price of 
common stock during the period or these options and warrants were anti-dilutive due to losses during the respective 
periods. 
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Audiovox Corporation and Subsidiaries 
Notes to Consolidated Financial Statements, continued 

Febnt<try 28,2010 
(Dollars in thousands, except share and per· share data) 

Other income (loss) is comprised of the following 

Year 
Ended 

February 28, 
2010 

Year 
Ended 

February 28, 
2009 

Year 
Ended 

Fehruary 29, 
2008 

Gain on sale of Bliss-tel investment $ $ - $ 1,533 
Other-than-temporary impairment of investment in Bliss-tel marketable 
securities (1 ,000) 

990 
537 

6 767 

Interest Income 1,260 3,078 
Rental income 538 552 
Other· (3,467) . (454) 

Total other, net $ 7,294 $ (1,669) :::..$ ___ 4.:..!.,7.:...:0~9 

Other income (loss) includes a gain of $5,400 net of deferred taxes from the Company's acquisition of its Schwaiger 
operation for the year ended February 28,2010. · 

s) Accounting for the Impairment of Long-Lived Assets and for Lonr:-Lived Assets to be disposed of. 

Long-lived assets and certain identifiable intangibles are reviewed for impairment in accordance with ASC 350 
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 assets held for sale 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 exceed 
the fair value of the assets. · 

t) Accounting {Or Stock-Based Compensation 

The Company has stock option plans under which employees and non-employee directors may be granted incentive 
stock options ("ISO's") and non-qualified stock options ("NQSO's") to purchase shares of Class A common stock. Under 
the stock option plans, the exercise price of the I SO's will not be less than the market value of the Company's Class A 
common stock or greater than II 0% of the market value of the Company's Class A common stock on the date of grant. 
The exercise price of the NQSO's may not be less than 50% of the market value of the Company's Class A common 
stock on the date of grant. The options must be exercised no later than ten years after the date of grant. The vesting 
requirements arc determined by the Board of Directors at the time of grant. Exercised options are issued from authorized 
Class A Common Stock. As of Februaty 28, 2010, 1,533,428 shares were available for future grants under the terms of 
these plans. 

Options are measured at the fair value of the award at the date of grant and are recognized as an expens~ over the 
requisite service period. Compensation expense related to stock-based awards with vesting terms are amortized using the 
straight-line attribution method. 

The Company granted 861,250 options in September of 2009, one-half vested on November 30, 2009 and one-half will 
vest on November 30, 2010, expire three years from date of vesting (November 30, 2012 and November 30, 2013, 
respectively), have an exercise price equal to $6.3 7 (the sales price of the Company's stock on the day prior to the date of 
grant) have a contractual term between 3.2 and 4.2 years and a grant date fair value of$2.69 per share determined based 
upon a Black-Shales valuation model (refer to the table below for assumptions used to determine fair value). 
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Fehrua ry 28, 2010 
(Dollars in thousands, except share and per share dat:t) 

In addrtron, the Con1pany issued 17,500 warrants rn September of2009 to purchase the Company's common stock wrth 
the same terms as those above as consrdcratron for future legal services. Accordmgly, the Company recorded add it ronal 
legal expense in the amount of approximately $22 for the year ended Feb mary 28, 20 I 0, rcpres~nting the fau value of 
the warrants rssucd. These warrants arc included in the outstanding options and warrant table below and considered 
exercisable at February 28, 2009 

The Company granted 20,000 options during July 2009, which vested one-half on August 3l, 2009 and one half on 
November 30, 2009, expire two years from date of vesting (August 31, 20 II and November 30, 20 l I, respectively), 
have an exercise price of $7.48 equal to the sales price of the Company's stock ou the day prior to the date of the grant, 
have a contractual life of2.2 years and a grant date fair value of$2 94 per share. 

In addition, the Company issued 17,500 warrants to purchase the Company's common stock at an exercise pnce of 
$10.90 per share as consideration for past legal services rendered. The warrants are exercisable immediately, exprre three 
years from date of issuance and have a fair value on issuance date of $3.26 per warrant determined based upon a 
Black-Shales valuation model (refer to the table below for assumptions used to determine fair value). Accordingly, the 
Company recorded additional legal expense in the amount of approximately $57 during the year ended February 29, 
2008, representing the fair value of the warrants issued. These warrants are included in the outstanding options and 
warrant table below and considered exercisable at February 28, 2009. 

The Company granted 197,250 options during October of 2008, which vested one-half on November 30, 2008 and 
one-half on February 28, 2009, expire two years from date of vesting (November 30, 2010 and February 28, 2011, 
respectively), have an exercise price equal to $4.83, the sales price of the Company's stock on the day prior to the date of 
grant, have a contractual term between 2.1 and 2.4 years and a grant date fair value of $1.44 per share deteimined based 
upon a Black-Sholes valuation model (refer to the table below for asswnptions used to determine fair value). 

In addition, the Company issued 17,500 warrants during October of 2008 to purchase the Compa..r1y's common stock 
with the same terms as those above as consideration for future legal services. Accordingly, the Company recorded 
additional legal expense in the amount of approximately $26 for the year ended February 28, 2009, representing the fair 
value of the warrants issued. These warrants are included in the outstanding options and warrant table below and 
considered exercisable at February 28, 2009. 

The Company granted 257,500 stcck options during August 2007, which vest one-third on August 31, 2007, one-third on 
November 30, 2007, and one-third on February 29, 2008, expire three years from date of vesting (August 31, 2010, 
November 30, 2010, and February 28, 2011, respectively), have an exercise price equal to $1.00 above the lowest sales 
price of the Company's stock on the day prior to the date of grant ($10.90), have a contractual term between 2 years and 
3.7 years and a grant date fair value of$3.26 per share determined based upon a Black-Sholes valuation model (refer to 
the table below for assumptions used to determine fair value). 

The per share weighted-average fair value of stock options granted during the years ended February 28, 2010 
and February 28,2009 was $2.48 and £1.44, respectively on the date of grant. 

The fair value of stock options and warrants on the date of grant, <md the assumptions used to estimate the fair value of 
the stock options and warrants using the Black-Sholes option valuation model granted during the year was as follows: 

Year Ycnr Year 
Ended Ended Ended 

February 28, February 28, February 29, 
2010 2009 2008 

Dividend yield 0% 0% 0% 

Volatility 

Risk-free interest rate 
Expected life (years) 
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55.9%-
690% 

1.46%-
0.97% 

3. 7 and 2.2 

470% 470% 

5.0% 4.6% 
2.0 2.0- 3.0 



Audiovox Corporation and Subsidiaries 
Notes fo Consolidated Financial Statements, ~:ontinucd 

February 28, 2010 
(Dollars in thousnnds, except share and per share data) 

The expected dividend yield is based on historical and projected dividend yields The Company estimates expected 
volatility based primarily on historical price changes of the Company's stock equal to the expected lrfc of the option 
During Fiscal 20 I 0, the Company changed from daily stock prices to monthly stock prices as the Company's stock 
experiences low-volume trading. We believe that daily fluctuations arc distortivc to the volatility and as such will 
continue to use monthly inputs in the future. The nsk free interest rate is based on the U S Treasury y1eld in effect at the 
time of the grant. TI1e expected option term is the number of years the Company eslimates the options will be 
outstanding prior to exercise based on employment termination behavior. 

The Company recognized stock-based compensation expense (before deferred income tax benefits) for awards granted 
under the Company's stock option plans in the following line items in the consolidated statement of operations for the 
years ended February 28, 20 lO and February 28, 2009: 

Year Ended 
February 28, 

2010 

Year Ended 
February 28, 

2009 

Year Ended 
February 29, 

2008 

Costof~ale~ _ $ . :: . 17 $ . 7 $ 16 
Selling expense 
Qerieraland_adinirustrative expenses 
Engineering and technical support 
Stoc{c~Gii.~ed coit,pensation ~xpe.nse b-efore income tax b(!nefi!$ ·.· 

165 
95L 

5 

63 192 
234 _662 . 

5 16 
309 ;;::,.$ ___ . .;;.;88;.;;.6 

Net income from continuing operations and net income was impacted by $1,138 (after tax), $309 (after tax) and $506 
(after tax) in stock based compensation expense or $0.05, $0.0 I and $0.02 per diluted share for the years ended February 
28, 2010, February 28, 2009 and February 29, 2008, respectively. No tax benefit was recorded in fiscal2010 due to the 
Company's loss position. 

Information regarding the Company's stock options and warrants are summarized below: 

O~istandi!lg and exercisable at February 28, 2007 
Granted 
Exercised 
Forfeited/expired 
o~iSiitlldi'i1g'rutc(exercisa&ie at F'ebruh!Y 29. 2oo8 
Granted E:xer<:i;ea ·· ;_···":: , ;_ ,-< , .. _,. · -.. , •· · -

Forfeited/expired 
btiiSta:nBr..;-i 8,nd exer~isable at~ebruary.28, 20o9 _ 
Granted 
Exercised 
Forfeited/expired 
Outstanding and exercisable at February 28, io 10 

Numbc1· 
of Shares 

Weighted
Average 
Exercise 

Price 

: :T)s{6s2 ·. • $- 12.97 : 
275,000 10.90 

(408,866) 7.70 : 
(83,750) l3.68 

J;567,036 : l3.96 
214,750 4.83 

· ··- .-( f6;6Qb) . -{63 
(314,952) 13.29 

1,456,834 12.82 
898,750 6.40 
(17,500) 7.38 

(1,022,500) 14.91 
I ,315,584 :::..$ ___ 6:::.;;.9:..:.1 

At February 28, 2010 the Company had unrecognized compensation costs of approximately $1,182 related to non-vested 
options. The unrecognized compensation costs related to these options will be completely recognized by November 30, 
2010 At February 28, 2009 and February 29, 2008, the Company had no unrecognized compensation costs as all stock 
options were fully vested. 
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Notes to Consolidated Financial Statements, continued 
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Summanzcd information about stock opt1ons outstanding as or February 7.8, 2010 1s as follows 

Exen.:h~ 

Pl"icc 
Range 

4.83- 8.00 
8.01- 12.24 

_____________ O.:c._;_u:c:.t.::..st"'a.nding and Exercisable 
Weighted-

Number 
of Shares 

1,096,000 
219,584 

$ 
$ 

Average 
Exercise 

Pl"ice 
of Share.~ 

6.11 
10.90 

Weighted
Average 

Life 
Remaining 

in Years 

2.79 
0.73 

The aggregate pre-tax intrinsic. value (the difference between the company's average closing stock price for the last 
quarter of fiscal 2010 and the exercise price, multiplied by the number of in-the-money options) that would have been 
received by the option holders had all option holders exercised their options on February 28, 2010 was $896. This 
amount changes based on the fair market value of the company's stock. The total intrinsic value of options exercised for 
the years ended February 28, 20 I 0, February 28, 2009 and February 29, 2008 were $45, $52 and $3,149, respectively 

u) Accumulated Other Comprehensive fncome (Loss) 

Accumulated other comprehensive income (loss) includes foreign currency translation (losses) gains of ($685) and 
($7,486), and unrealized gains (losses) on investment securities classified as available-for-sale of $732 and ($4,686) at 
February 28, 2010'and February 28,2009, respectively. 

During the years ended February 2R, 2010 and February 29, 2008, ($1,000) and $1,876 cf unrealized g:1ins (losses) m: 
available-for-sale investment securities were transferred into earnings. The Fiscal 20 10 charge was as a result of declines 
deemed other-than-temporary while the gain in Fiscal 2008 was the result of the disposition of the investment The 
currency translation adjustments are not adjusted for income taxes as they relate to indefinite investments in non-U.S. 
subsidiaries and equity investments. 

v) Other Current Assets 

As of February 28, 20 I 0, other current assets included $5.4 million of accounts receivable covered by a put option by an 
investment bank. 

w) New Accounting Pronouncements 

In June 2009, the financial Accounting Standards Board ("FASB") issued authoritative guidance which establishes the 
FASI3 Accounting Standards Codification ™ ("ASC") as the single source of authoritative US GAAP, organized by 
topic, and creates a new referencing system to identify authoritative guidance such that references to SFAS, EITF, etc. 
will no longer be valid. The Codification docs not create any new GAAP standards. In addition, the Securities and 
Exchange Commission ("SEC") rules and releases will remain as sources of authoritative US GAA.P for SEC registrants. 
The standard was effective for the Company's third quarter of Fiscal 2010 and did not impact the Company's financial 
condition and results of operations. The Company has revised all references to pre-Codification GAAP in its financial 
statements. 

Effective March I, 2009, we adopted authoritative guidance under ASC 805 regarding business combinations. The 
guidance retains the fundamental requirements that the acquisition method of accounting (previously referred to as the 
purchase method of accounting) be used for all business combinations, but requires a number of changes, including 
changes in the way assets and liabilities arc recognized and measured as a result of business combinations. It also 
requires the capitalization of in-process research and development at fair value and requires the expensing of 
acquisition-related costs as incurred. N~t assets acquired in excess of consideration paid arc recorded as a gain 

In April2009, lhe FASR issued authoritative guidance under ASC 825 which requires d1sclosurc about fair va!ue of 
financial instruments in interim financial statements in order to provide more timely information about the effects of 
current market conditions on financial instruments. The guidance is effective for intenm periods ending after June 15, 
2009. However, the Company early adopted the guidance on March 1, 2009. Since this FSI' only requires enhanced 
disclosures, the standard did not effect the Company's financial information or operating performance. 
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February 2X, 2010 
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In June 2009, the fASL3 1ssued amendments to the accounting pronouncement ror vanahle Interest entit1es ("VIEs") and 
fo1 tr<.~nsfers of fmancial assets. The amendments require an enterprise to make a qualitettive assessment whether it has (1) 
the power to direct the activities of the VIE that most s1g111ficantly unpacl the entity's economic performance and (;i) the 
obligation to absorb losses of the VIE or the right to receive benefits from the VIE that could potentially be s1gmfican1 to 
the VIE. If an enterprise has both of these characteristics, the enterprise is cons1dered the pnmary beneficii.lry and must 
consolidate the VIE. The amendment will be effective for the Company on March I, 2010 TI1e adoption of these 
amendments •.vi!! net to have a material impact on the Company's consolidated financial statements, as the Company's 
equity investment is still deemed a variable interest, and the Company is not deemed the primary beneficiary 

In October 2009, the FASB issued Accountmg Standards Update No. 2009-13, "Multiple-Deliverable Revenue 
Arrangements" ("ASU No. 2009-13"), which amends revenue recognition guidance fro arrangements with multiple 
deliverables. The new guidance eliminates the residual method of revenue recognition and allows the use of 
management's best estimate of selling price for individual elements of an arrangement when vendor specific objective 
evidence ("VSOE"), vendor objective evidence ("VOE") or third-party evidence ("TPE") is unavailable. Full 
retrospective application of the new guidance is optional. The adoption of this pronouncement is not expected to have a 
material impact on the Company's consolidated financial statements. 

2) Business Acquisitions 

On February 1, 2010, the Company's newly formed subsidiary, Invision Automotive Systems, Inc., purchased the assets of 
Invision Industries, Inc., a manufacturer of rear seat entertainment systems for OEM's, ports and car dealers. As 
consideration for Invision, the Company paid the following: 

Purchase price (including cash payments to principal and certain vendors) $ !5,320 

In conjunction with the acquisition, the Company refinanced and executed a new loan with Suntrust Bank to pay down the 
former obligation of lnvision Industries, Inc. and assumed certain debt. The total debt at closing was $5,000, which is 
included in the purchase price. 

The results of operations of this acquisition have been included in the consolidated financial statements from the date of 
acquisition. The purpose of this acquisition was to further strengthen our OEM presence and add manufacturing capabilities 
to our business model. 

The following summarizes the preliminary allocation of the purchase price to the fair value of the assets acquired and 
liabilities assumed at the date of acquisition: 

Assets acquired: 
Accounts receivable, net · 
Inventory . . . 
Property, plant and equipment, net 
Other assets 
Trademarks and other intangible assets 
Goodwill 

Total assets acquired 

Liabilities assumed: 
Accounts payable 
Accrued expenses and other liabilities 
Future warranty 

Total liabilities a~swned 
Net assets acquired 

The Company expensed acquisition costs of$219 in accordance with ASC 805. 
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J,261 
5,078 
2,973 
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23,556 

7,099 
258 
879 

8 236 
15,320 
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February 28,2010 
(Dollars in thousands, except share and per share data) 

On October 1, 2009, Audiovox German Holdings GmbH completed the acquisition of certain assets of Schwaiger, a German 
market leader in consumer electronics as well as SAT and receiver technologies 

Purchase price (cash) $ 4,348 

The results of operations of this acquisition have been included in the consolidated financial statements from the date of 
acquisitiOn. The purpose of this acquisition was to expand our European operations and increase our presence in the 
European accessory market. As consideration, the Company made a cash payment of $4,348, with all acquisition costs 
expensed as incurred in accordance with ASC 805. 

The following summarizes the preliminary allocation of the purchase price to the fair value of the assets acquired and 
liabilities assumed at the date of acquisition: 

Assets acquired: 
Inventory 
Prepaid assets 

. Property, phmt arid equipment, net 
Trademarks and other intangible assets 

,_.\, ,,; ,J):>ial_a5set$ acquired. . .. · .... ·, .. , ···'-·· · .... 

Lia!J.il.ities assumed_: .. ,, . ' 
Accrued expenses and other liabilities 

~ ,. :::,~~:'N~t~'sets acquired . · · -· .. ·: · · 
Less: purchase price 

oalri:b'D."J>.arga'ill :i>ill-clla5e ···• 

. . . .... ' ~ . ·.: : . . .. : ;· ,_. . ·. . . ~ ··~. 

·.·: .... 

$ .·. ·. 5,596 
1!6 

?5.1 
6,213 

.: iS: .. _. 12;246 

102 

The allocation of the purchase price to the assets acquired was based upon a valuation study performed by management and 
is final. 

T7zomson Audio/Video 

On December 31, 2007, the Company completed the acquisition of certain assets and liabilities of Thomson's U.S., Canada, 
Mexico, China and Hong Kong consumer electronics audio/video business as well as the rights to the RCA brand for the 
audio/video field of use. As consideration for Thomson's audio/video business, the Company paid the following: 

Pun;hase Pr.i.ce , -• •· 
Ne~ asse_t pay1ne11t. . .. 
Ae<quisitiori related costs 

Less: Multimedia license fcc 
Multimedia inventory payment 
Total net purchase price 

$ 18,953 
10,079 

. 926 
29,958 

(w;oob) 
(4,387) 

$ 15,571 

In addition, the Company agreed to pay Thomson a 1% fee related to future net sales of the RCA brand for the audio/video 
field of use for five years (beginning in 20 I 0 through 2014 ). 

Contemporaneous with this transaction, the Company entered into a license agreement with Multimedia Device Ltd., a 
Chinese manufacturer, to market certain product categories acquired in the acquisition for an up front fee of $10,000, the 
purchase of certain inventory, which amounted to $4,387, plus a I% royalty payment on future net RCA sales beginning in 
2008 and continuing in perpetuity. From 2010 through 2014, this royalty fee increases to 2% of future net sales. 

' 
Accordmgly, the up front I icense fee of $10,000 and the inventory payment will reduce the Company's cost of the transaction 
(refer to purchase price above). 
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(Doilars in thousands, except share and per share data) 

The results of operations oC this acquisition have been rncluded 111 the consol id~ttcd frnancial statements Crom the date of 
acquisition The purpose of this acquisition was to conttol the RCA trademark for the aud io/vtdeo held of usc and to expand 
our core product offcongs mto certain developing markets. 

The followine summarizes the final allocation of the purchase price to the fair value of the assets acquired and liabilities 
assumed at the date of acquisition: 

Assets acquired: 
Inventory 
Computers 
Perpetual license and other intangible assets (less multimedia license fcc) 

Total assets acquired 

Liabilities assumed: 
Warranty awual 
Other liabilities acquired 

Total iiabilities assumed 
Total purchase price 

$ 

$ 

$ 

$ 
$ 

14,383 
49 

19 8&7 
34 319 

12,848 
5,900 

18,748 
15,571 

The allocation of the purchase price to assets and liabilities acquired was based upon an independent valuation study and is 
final. 

Technuity 

Oil November i, 2007, Audiovox. A~.;,.;c;::;::;oLie::; Corpon:tiiun wcnpltt:::U iht a,.;y_ui:.iliun of aii or Lne outStanding stock of 
Technuity, Inc. ("Technuity"), an emerging leader in the battery and power products industry and the exclusive licensee of 
the Energizer® brand in North and Latin Americas for rechargeable batteries and battery packs for camcorders, cordless 
phones, digital cameras, DVD players and other power supply devices. As consideration for Technuity, the Company paid 
the following: 

Purcha~e P~ice(nctofcash acquired) 
F ina!_ working capital credit 
Acquisiiion r~lated costs 
Total Purchase Price 

$ 

$ 

20,373 
(317) 

l i 31 
21 187 

In addition, a minimum working capital payment, as defined in the agreement, and a maximum contingent payment of $1,000 
may be due by the Company if certain sales and gross margin targets are met for a period of twelve months after the 
acquisition date. The sales and gross margin targets require that net sales exceeds $26.5 million and gross margin exceeds 
$7.65 million, as defined in the purchase agreement. As of February 28, 2009, no amount was accrued or paid for the 
contingency payment as the sales and gross margin targets were not met. The contingency period ha> now expired. 

The results of operations of this acquisition have been included in the consolidated financial statements from the date of 
acquisition. The purpose of this acquisition was to further strengthen our accessory product lines and core offerings, to he the 
exclusive licensee of the Energizer® brand in North and Latin Americas for rechargeable batteries and power supply systems 
and to increase the Company's market share in the consumer electronics accessory business. 

The.following summarizes the final allocation of the purchase price to the fair value of the assets acquired and liabilities 
assumed at the date of acquisition: 
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Audiovox Corporation :uHI Subsidi:1ries 
Notes to Consolidated Financial Statements, continued 

F cln u:u·y 28, 20 I 0 

Assets acqu1red: 
Accounl~ receivable, net 
Inventory 

(Dollars in thousands, except share and per share data) 

Property, plant and equipment, net 
Other long-term assets 
Trademarks and other intangible assets 
Goodwill 

Total assets acquired 

Liabilities assumed: 
Accounts payable 
Accrued expenses and other liabilities 
Deferred tax liabilities 
Other liabilities 

Total liabilities assumed 
Total purchase price 

$ 3,920 
4,007 

103 
241 

6,380 
11,326 

$ 25 977 

$ 3,689 
624 
407 
70 

$ 4,790 
$ . 21,187 . 

The allocation of the purchase price to the assets acquired was based upon a valuation study perfom1ed by management and 
is final. During 2009, the contingent payment period expired and the required earnings targets were not met As such, the 
Company reversed the liability established and reduced the Trademark and other intangibles on a prorata, prospective basis. 
After the adjustment, Trademark and other intangible assets include $346 of amortizable customer relationships with an 
estimated life of5 years. 

On August 14, 2007,. Audiovox German Holdings GmbH completed the acquisition of certain assets and the business of 
Incaar Limited ("Incaar"), an OEM business in. Europe for $801, including acquisition costs of $5 I and an estimated 
contingent payment of approximately $400. 

The contingent payment may be due by the Company if certain earnings targets arc generated by lncaar for a period of 
approximately two years after the acquisition date (August 14, 2007). The earnings target calculati.on requires that if the 
accumulated Incaar pre-tax income, including or excluding certain items, exceeds I ,055 Euros over the cumulative two year 
period, the Company is liable to pay an additional $400, as defined in the purchase agreement The contingent payment was 
recorded in connection with the final purchase price allocation (increase to intangible assets and other long-term liabilities) as 
the estimated fair value of the net assets acquired exceeded the total purchase price. As the estimated fair value of the net 
assets acquired exceeded the total purchase price, after recording the maximum contingent payment, the Company reduced 
the estimated fair value of the non-financial assets acquired on a prorata basis to the adjusted purchase price of$80 L 

The results of operations of this acquisition have been included in the consolidated financial statements from the date of 
acquisition. The purpose of this acquisition was to add the experience, concepts and product development of an OEM 
business in Europe. 

The following summarizes the final allocation of the total purchase price to the estimated fair value of the assets acquired at 
the date of acquisition: 

Assets acquired: 
Trademark and other intangible assets $ 801 

Total purchase price (includes cash paid plus estimated contingent fees) $ 801 

The allocation of the purchase price to the assets acquired was based upon a valuation study performed by management and 
is final. During 2009, the contingent payment period expired and the required earnings targets were not met As such, the 
Company reversed the liability established and reduced the Trademark and other intangibles on a prorala, prospective basis 
After the adjustment, Trademark and other intangible assets include $346 of amortizable customer relationships with an 
estimated life of 5 years. 

Oehlbach 

On March I, 2007, Audiovox German Holdings GmbH completed the stock acquisition of ·Oehlbach Kabel GmbH 
{"Ochlbach"), a European market leader in the accessories field for $8,!34, including acquisition costs of $200 and an 

Suuret:: ;\UD!OVOX COr..(P. 10-~( :viay it~. 2010 



cstilll<ltcd contingent paymet1t oCnpptoxtmatc!y $1,322 
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Audiovox Corpor:lfion and Subsidi:1ries 
Notes to Consolidated Financial Statements, continued 

February 28, 20 I 0 
(Dollars in thousands, except share and per share data) 

The contingent payment may be due by the Company if certa1n earnings targets are generated by Oehlbach for a period of 
three years after the acquisitiOn dale (March I, 20 10) The earnings target calculation requires that 1f the accumulated 
Oehlbach operating 1ncome, mcludmg or exclud1ng certain Items exceeds 3,290 Euros over the cumulative three year period, 
the Company is liable to pay the excess of the operating income amount (as defined in the purchase agreement) over 3,290 
Euros but not to exceed l,OOO Euros. The contingent payment was recorded in connection with the fmal purchase price 
allocation (increase to intangible assets and other long-tenn liabilities) as the estimated fair value of the net assets acquired 
exceeded the total purchase price. As the estimated fair value of the net assets acquired exceeded the total purchase price, 
after recording the maximum contingent payment, the Company reduced the estimated fair value of the non-financml assets 
acquired on a pro rata basis to the adJusted purchase price of $R, 134 

The results of operations of this acquisition have been included in the consolidated financial statements from the date of 
acquisition. The purpose of this acquisition was to expand the Company's accessory product lines to European Markets. 

The following summarizes the final allocation of the total purchase price to the estimated fair value of the assets acquired and 
liabilities assumed at the date of acquisition: 

Assets. acquired:. 
. Cash, 

Accounts receivable, net 
:·;: .. i.:Jny~~i_Q·_cy .. ~i~·(·,. :: · ::~.: · .. -·;·)~_ ;_~ .-:~: 
, · .. l~r~p~i~l.,~.xp~l'l,S~~}I}9.<?~h.~~-cur~~nt asseto; 
<.;; .. <~J.>rpp~ey; phmt and _eql.!tPm!ent,' net :. · ·. 

Trademark and other intangible assets 
·:.:;··}tqt#fi\S~et!> ~C:Ci~li# ./ • : · ··· ·· 

tl~61iiHe{liSsl1iriect:~:-·;:.t;.~,:e,.:.:-,i.;~ .• ,:. 
., __ .A..~C.O..~~s P!l-Y~~l.<?.,. . . . .. . . . . 
... ~ · :·.t\'!<CfMed :C4perj~es.and .<:if.!1er J ia)Jil ities 

: ,:.JJfttg\i~~d~~(~r.b},\<£t1L~: 
Deferred tax liability 

· ?':.~:to\aUi~Mlities assulhcd . · 
Total purchase price (includes cash paid plus contingent payment) 

$ 

.; .. 

$ 

. J • ·. ~ ... 

$ 
$ 

200 
2,215 
1,939 . 

60 
)27··· 

II 661 
16402 •. 

., ... 
601 

2,383 
89l 
807. 

3,586 
:8 268 
8 134 

The allocation of the purchase price to assets acquired and liabilities assumed was based upon a valuation study performed by 
management and is fmal. Trademark and other intangible assets includes $4,315 of amortizable customer relationships with 
an estimated life of 15 years. 

Pro-forma Financial Information 

The following tmaudited pro-forma financial information for the years ended February 28, 20 I 0, February 28, 2009 and 
February 29, 2008 represents the combined results of the Company's operations as if the Oehlbach, lncaar, Technuity, 
Thomson NV, Schwaiger and Invision acquisitions had occurred at March I, 2007. The unaudited pro-forma financial 
information does not necessarily reflect the results of operations that would have occurred had the Company constituted a 
single entity during such periods. 

Year Year Year 
Ended Ended Ended 

February 28, February 28, February 29, 
2010 2009 2008 

Net Sales $ 617,340 $ 657,647 $ 1,025,342 
Net income (loss) 27,966 (77,336) 1,855 
Net income (loss) per share-diluted $ 1.22 $ (3.38) $ 0.08 
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Audiovox CoqJOration and Subsidiaries 
Notes to Consolidated f'inand:tl Statements, continued 

Frbr·nary 28, 2010 
(Dollars in thousands, except share and per- share data) 

The Company had net tncomc (loss) from discontinued opcrattons of $1,719 for the year ended February 29, 2008, whtch IS 

prima1ily due to legal settlements and related !ega! and administrative costs associated wtth contingencies pcrtatning to the 
Company's discontinued Ce!!u!ar (see Note 15) and Malaysia businesses. 

Included in incon1e fro:n discontinued operations are tax piovisions of$ I .529 for the year ended February 29, 2008. 

4) Receivables from Vendors 

The Company has recorded rccctvables from vendors in the amount of$ I I, 170 and $12,195 as of February 28, 20 l 0 and 
February 28, 2009, respectively. Receivables from vendors represent prepayments on product shipments and product 
reimbursements. 

5) Equity Investment 

The Company has a 50% non-controlling ownership interest inAudiovox Specialized Applications, Inc. ("ASA") which acts 
as a distributor to markets for specialized vehicles, such as RV's, van conversions and marine vehicles, of televisions and 
other automotive sound, security and. accessory products. ASC 810 requires the Company to evaluate non-consolidated 
entities periodically and as circumstances change to determine if an implied controlling interest exists. During Fiscal 2010, 
the Company evaluated this equity investment and concluded that this is still a variable interest and correctly accounted 
tor. ASA's fiscal year end is November 30, 2009, however, the proportionate results of ASA as of and until February 28, 
20 I 0 have been recorded in the consolidated financial statements. 

The following presents unaudited summary financial information for ASA. Such summary financial information has been 
provided herein based upon the individual significance of this unconsolidlltP-d equity inv~stment to the cop.saEdated financial 
information of the Company. 

February 28, 
2010 

February 28, 
2009 

(unaudited) 

Current assets 
Non-current assets 
Current liabilities 
Members' equity 

$ 21,793 $ 
5,316 
4,565 

22,544 

25,268 
4,745 
3,778 

26,235 

The equity balance carried on the Company's balance sheet amounts to $11,272 and $13, l I 8 for the years ended February 
28,2010 and February 28,2009, respectively. 

Year Year Year 
Ended Ended Ended 

February 28, Febmary28, February 29, 
2010 2009 2008 

(unaudited) 
Net sales $ 51,341 $ 51,169 $ 71,726 
Gross profit 12,705 12,691 20,869 
Operating income , 3,032 1,338 6,158 
Net income 3,314 1,951 7,178 

The Company's share of income from ASA for the years ended February 28, 2010, February 28, 2009 and February 29, 2008 
was$ I ,657, $975 and $3,590, respectively In addition, the Company received cash distributions from ASA totaling $3,504, 
$1,080 and$ I ,720 during the years ended February 28, 2010, February 28, 2009 and February 29, 2008, respectively. 

57 



Audiovox Corporation and Subsidiaries 
Notes to Consolidated Fin:~ncial Statements, continued 

February 28,2010 
(Dollars in thousands, except share and per share datll) 

The follow1ng rep1esents summary 111format1on of transactions between the Company and AS/\ 

Net Sales 
Purchases 
Royalty expense 

Accounts receivab_le 
Royalty payable 

6) Accrued Expenses and Other Current Liabilities 

$ 

Accrued expenses and other current liabilities consist ofthe following: 

~Hmrn:t~~; P~n~~~~~t:;.~~~£.~\Jt\~¥.~~;:~~1 ;~~-~~~-~~:· ~~ .. ~:;~ ?~;~i-~.· ;~::~~ ;}: . 
!!!J!_PI,.?.X:~.ro~~"1P,;.,.I!~~t.ig~ .. ,..,.,- ·•v ... _,,.,_,,., .... _,_, . , ~- , . , , • 
Pro(esstQJ1a1Je~~ an.o accrued settlem.ent!it':·-~,: ·: "- -· ·- ' 

~r~!it~rr~~t/i< ;c_· __ _ 
Royalties, advertising and other 
Toiafi\'2<!ru~d cxpbii"leshlid'othcr:turrent !labilities· · · · 

7) Financing Arrangements 

The Company has the following financing arrangements: 

Bank Obligations 
Pomcstic bank ot>!igations (a:) 
Euro asset-based lending obligation 
Total bank obligations _ · · · · 

(b) 

Debt 
Euro term loan agreement (c) 
Suntrust loan (d) 
Oehlbach (c) 
Other (f) 
Total debt 
Less: current portion of long-term debt 
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Year 
Ended 

February 28, 
2010 

804 

278 

Year Year 
Ended Ended 

February 28, February 29, 
2009 2008 

(unaudited) 
$ 1,026 $ 1,517 

$ 

76 139 
500 899 

February 28, February 28, 
2010 2009 

181 $ 317 
131 

February 28, 
2010 

February 28, 
2009 

. . ;61~.:'$ :S1.1.· 
8,652 2,788 
~;719_,. ': ),181 
7,853 7,779 
2,213 (. . i)i2! 

13,738 16,538 
.. $. 3 5, 790 ;:..$ __ _:;_3_.2 .:..;57_:;_5 

$ 

$ 

$ 

$ 

February 28, 
2010 

1,703 
1,703 

4,823 
5,022 

120 
3 031 

12,996 
6 383 
6,613 

: ~ I ' • . . ! ; ' • • 

$ 

$ 

$ 

$ 

February 28, 
2009 

1,467 
1467 

5,735 

145 
I 280 
7,160 
I 264 
5,896 

·r •. ,_";··· ..... !;_'.' 



A udiovox Corporation and Su hsidiarics 
Notes to Consolidated Financial Statcmeuls, continued 

February 28, 2010 
(Doll;1rs in thousands, except share and per share data) 

As of Februar·y 28, 20 I 0, we hild a domestic credit hne to hmd the temporary short-term workrng caprtal needs of the 
Company. Thrs I me cxpr red on March 31, 2010 and allowed aggregate borrowings of up to $10,000 at ~n rnterest rate of 
Prrme (or similar designations) plus l% or LIBOR plus 5%. The line was not renewed and replaced by a $15,000 
three-year facility at an interest rate of LIB OR plus 3.5%. 

b) Euro Assr;J:Based Lending Obligation 

The Company has Euro accounts receivable factoring arrangements totaling 23,000 and a 5,000 Euro Asset-Based 
Lending ("ABL") (finished goods inventory and non factored accounts receivable) credit facility for the Company's 
subsidiary, Audiovox Germany, which expires on October I, 2010. Selected accounts receivable are purchased from the 
Company on a non-recourse basis at 85% of face value and payment of the remaining 15% upon receipt from the 
customer of the balance of the receivable purchased_ The activity under this ABL is accounted for as a sale of accounts 
receivable. In respect of the AOL credit facility, selected finished goods are advanced at a 60% rate and non factored 
accounts receivables are advanced at a 50% rate. The rate of interest is the three month Euribor plus 2.5%, and the 
Company pays 0.4% of its gross sales as a fee for the accounts receivable factoring arrangement. As of February 28, 
2010, the amount of accounts receivabie and finished goods avaiiabie for factoring exceeded the amounts outstanding 
under this obligation. 

c) Euro Term Loan Agreement 

On March 30, 2008, Audiovox Germany entered into a new 5 million Euro term loan agreement. This agreement is for a 
five-year term with a financial institution and was used to repay the Audiovox Germany intercompany debt to Audiovox 
Corporation. Payments under the term loan are to be made in two semi-annual installments of 500,000 Euros beginning 
on September 30, 2008 and ending on March 30, 20!3. Interest accrues at a fixed rate of 4.82%. Any amount repaid can 
not be reborrowed. The term loan is secured by a pledge of the stock of Audiovox Germany and the Magnat brand name, 
prohibits the distribution of dividends, and takes precedence to all other intercompany loans with Audiovox Corporation. 

d) Suntrusi 

On February i, 2010, the Company entered into a two-year monthly installment loan in the amount of $5,000 at an 
interest rate of LIB OR + 4%. This loan was used to pay down I iabilities assumed in the asset purchase of lnvision 
Systems, Inc. In April 20 I 0 this Joan was prepaid in full without penalty. 

e) Oehlbach 

In connection with the Oehlbach acquisition (see Note 3), the Company acquired short and long term debt payable to 
various third parties. The interest rate on the debt ranges from 4.2% to 6.1% and is payable from May 200S to March 
2011. 

f) Other Debt 

On August 29, 2003, the Company entered into a call/put option agreement with certain employees of Audiovox 
Germany, whereby these employees can acquire up to a maximum of 20% of the Company's stated share capital in 
Audio vox Germany at a call price equal to the same proportion of the actual price paid by the Company for Audiovox 
Germany. The put options cannot be exercised until the later of (i) November 30, 2008 or (ii) the full repayment 
(including interest) of an inter-company Joan granted to Audiovox Germany in the amount of 5.3 million Euros. 
Notwithstanding the lapse of these time periods, the put options become immediately exercisable upon (i) the sale of 
Audiovox Gennany or (ii) the tennination of employment or death of the employee. The put price to be paid to the 
employee upon exercise will be the then net asset value per share of Audiovox Germany. Accordingly, the Company 
recognizes compensation expense based on 20% of the increase in Audiovox Germany's net assets, subject to certain 
adjustments as defmed in the agreement, representing the incremental change of the put price over the call option price. 
Compensation (benefit) expense for these options amounted to $1,679, $642 and $(790) for the years ended February 28, 
2010, February 28, 2009 and February 29, 2008, respectively. The benefit recorded for the year ended February 29, 2008 
was due to a reduction in the call/put liability calculation as a result of the Oehlbaeh and fncaar acquisitions. 
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Fehr·ua ry 28, 2010 
(Dollars in thousands, except share and per sh:u·c data) 

The followmg is a maturity table for debt and bank obligations outstanding at February 28, 2009 

Bank Obligations 
Debt 

Total 

8) Income Taxes 

$ 

$ 

Total 
Amounts 

Committed 

1,703 
12,996 
14 699 

2011 

$ 1,703 
6 383 

$ 8,086 

2012 2013 2014 

$ - $ - $ -
4 536 1,384 693 

$ 4,536 $ 1,384 $ 693 

The components of income (loss) from continuing operations before the provision for income taxes arc as follows: 

Domestic Operatio~ 
Foreign Operations 

. !. : 

. · .... ; .. : 
.. · . 

. •.·.· .. '• ;:,· . 

The (benefit) provision for income taxes is comprised of the following: 

Current provision (benefit) 
Federal ., '" .. _ 
State 
Foreigri · · '·: ;> ·" . _.. :~: . 

Total current provision (benefit) 

·.:.:·.- ..... ,:,· ;. 

Deferred (benefit) provision 
Federai : ,· . ·· ' ···_· ,_ 

State 
Foreign • :·=.:· .. :.: .. :• 

Total deferred (benefit) provision 

Total provision (benefit) 
Federal · 
State 
Foreign 

Total provision (benefit) 

60 

$ 

$ 

$ 

$ 

$ 

$ 

Year 
Ended 

February 28, 
2010 

Year 
Ended 

February 28, 
2010 

(li,326) 
(1.3~9) 

.. (605) 
( 13,280) 

1,3_74 
157 
421 

I 952 

(9,952) 
(1,192) 

{184) 
{II ,328) 

$ 

$ 

$ 

$ 

$ 

$ 

Year 
Ended 

February 28, 
2009 

Year 
Ended ' 

February 28, 
2009 

522 
443 
328 

I 293 

$ 

$ 

.;i:·; '12;446 c.$ 
1,617 

. (28i) 
13,782 $ 

12;968 $ 
2,060 

47 
15,075 $ 

2015 

$ 

$ 

Year 
End~d 

February 29, 
2008 

. (\,262) 
II 856 

Year 
Ended 

February 29, 
2008 

314. 
450 

4282' 
5 046 

(1,3QJ) 
121 

.. (16) 
(1,198) 

(989) 
571 

4266 
3,848 



Audiovox Corporation and Suhsidi:~rie~ 
Noles to Consolidated Financial Statemcuts, continued 

f<chruary 2S, 2010 
(Dollars in thous:~nds, except share and per share data) 

The effective tax rate before 1ncome taxes var1cs rrom the current statutory US federal 1ncomc tax rate as follows. 

Year Year Year 
Ended Ended Ended 

February 28, February 28, February 29, 
2010 2009 2008 

·r~1x provision at Federal statutory 
rates $ 3,904 35.0% $ (19,584) 35.0% $ 3,708 35.0% 
Tax exempt interest (999) (9.4) 
State income taxes, net of Federal 
benefit 208 1.9 ( 1,268) 2.3 17 0.2 
Impairment of non-deductible 
goodwill 4,682 (8.4) 
Change in valuation allowance (9,902) (88.8) 29,808 (53,3) 95 0.9 
Change in tax reserves (4,623) (41.4) 780 ( 1.4) 369 3.5 
US effectS of foreign opcraticms ,668 6.0 541 (1.0) 167 1.6 
Gain ?~ ~argain purcha~e . (1.~96) (17.0) 

(0.2) Permanent differences and other 313 2.8 116 491 4.5 
Effective tax rate $ (11,328) (101.5)% $ 15 075 (27.0)% $ 3 848 36.3% 

TI1e U.S. effects of foreign operations include differences in the statutory tax rate of the foreign countries as c;ompared to the statutory 
tax rate in the U.S., foreign operating losses for which no tax benefit has been provided and the effects of the settlement ofthe German 
tax audit during Fiscal 2008. 

Othe:· i$ ~ ;;vr·fi.bi::~t!~rl.:.;f v;u-ic:.:~ fn.ctors, :nc:uding chnnges in the taxable income or ics~ bet\1.'een varicue tax entities ...... .'!th differir!g 
effective tax. rates, changes in the allocation and apportiorunent factors between taxable jurisdictions with differing tax rates of each 
tax entity, changes in tax rates and other legislation in the various jurisdictions and other items. 

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for 
financial reporting and tax purposes. Significant components of the Company's deferred tax assets and liabilities are as follows: 

February 28, February 28, 
2010 2009 

Deferred tax assets: 
Accour1is receivable $ 1,059 $ 1,286 
Inventory 1,149 1,581 
Property, pi<J!lt.and equipment 959 1,284 
Intangible assets 4,651 3,639 
Accruais and reserves 5,217 6,799 
Unrealized gains and losses 4,014 3,766 
Net operating losses 4,856 13,936 
Tax credits 3 313 3,3i3 

Deferred tax assetsbeforevaluation allowance 25.218 35,604 
Less: valuation allowance {24,349) (35,010) 
Total deferred tax a'ssets · 869 594 

Deferred tax liabilities: 
Intangible assets (9,479) (4,723) 
Prepaid expenses (1,261) (1,411) 

Total defen·ed tax liabilities {10,740) {6, 134) 

Ncl deferred tax asset (liability) $ ~~(9,871) $ (5 540) 
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Audiovox Corporation aud Subsidiaries 
Notes to Consolidated Financial Statements, continued 

February 28, 2010 
(Dollars in thousands, except share and per share data) 

In assessrn~ the realtzabdity of deferred tax assets, Management t.:onsrders whether it IS morc-lrkely-than-not that some port ron or all 
of the defer~ ed tax assets will be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future 
taxable Income 1n those periods in which temporary differences become deductible and /or net operatmg loss carryforwards cim be 
utilized We cons1der the level of historical taxable income, scheduled reversal of temporary drfferences, tax planning strategies and 
projected future taxable income in determining whether a valuation allowance is warranted. Based on these considerations, the 
Company believes it cannot realize a substantial portion of its deferred tax assets on a more I ikely than not basis. 

In accordance with ASC 350, the Company does not amortize indefinite-lived intangibles for book purposes but does amortize 
intangibles with tax basis for tax purposes. The deferred tax liability at February 28, 20 I 0 and February 28, 2009 relates to the tax 
effect of differences between the book and tax bases of intangible assets not expected to reverse during the Company's net operating 
loss carry forward period. 

As of February 28, 2010, the Company had approximately $9.2 million of U.S. federal net operating loss carryforwards, which are 
available to offset future taxable income. These carryforwards expire in the tax years between 2027 and 2030, if not utilized. In 
addition, the Company has approximately $3.3 of foreign tax credits that expire in 2012 through 2016 if not utilized. In addition, the 
Company has various state net operating loss carryforwards that expire in varying amounts through fiscal year 2030. 

TI1e Company has not provided for U.S. federal and foreign withholding taxes on its foreign subsidiaries undistributed earnings in 
Germany and Venezuela as of February 28, 2010, because such earnings are intended to be indefinitely reinvested overseas. The 
amount of unrecognized deferred tax liabilities for temporary differences related to investments in undistributed earnings is not 
practicable to determine at this time. 

A reconciliation of the beginning and ending amount of unrecognized tax benefits, excluding interest and penalties, is as follows: 

sala:rt~~ aL'f.~bri.I~iY zC). 2oos •· . :- _, -·; u::_;:,:;·~~;;i;:,~x,~E~:~:;.~uq~;;;::$PJt:wmxi~~E~:r/';·;; : .. ::i .; :,,, 

[1~~*~r~.~f;??t~.~~sitio~~.[t~:~<?;m~:~~[,~~~lt{;;~Ji~}i!~~~~sA~Ju~i~~fi?.;J· .. :_.;:,:, .· .. 
Lapse in statute of limitations 
f3 a_t~C~jit~~f-~h r~~~cy .2 8 ~- .:iOQ 9: ~-:.)3~~}.:_~)~ ::;~· .~: ~~~-}~{~~ltlrit~~t~~~i~i:~~qj~~:;~-;~i~.~~t~f;S:~~i~'Wi}~~~~-E ~ .. :. ;~ ·t_ ... ~:- .: -:· . : ·:· .. ·· : , · 
~~~~~-~i1·%~~~~n t<~x pos,i~ions ~~~~\in. W)-~\·if>P~~~~:tf,~~jr,:}::;f0"·fY. ?[i ;: ·>: . 
Settlements 
t.ars~;Ji\/siahite <HJimitations .· : ·· ·· ' " :r~}:t,y,,,~:M'z':;Jti':t(,!f.:if-i.<t:rt.wrJ~t.~:~;,~~:&i:''::' ,:; 
Balance at February 28, 20 I 0 

..1:·r~;:,c;;;Ul';JJ(j5. 
2,014 

: ::. ·:.\ :-/·-:. /~}-~'~b·~:.\ <~.· 
(125) 

· < .~~ .. ~<i.~· . · ... · ·_:_:·".-::·:$ :?.\·.\t··$/1SA. 
334 

: '_i, (J)l66) 

.. ' ' ;,:,~'.:(2,297). 

$ 2 625 

At February 28, 20 I 0, the Company had unrecognized tax benefits of $888. A reasonable estimate of timing of these liabilities is not 
possible. As of February 28, 2010, Company had approximately $330 of accrued interest and penalties. The Company records both 
accrued interest and penalties related to income tax matters in the provision for income taxes in the accompanying consolidated 
statement of operations. Included in the reconciliation of unrecognized tax benefits additions based on tax positions taken in prior 
years for Fiscal 2009 are excess tax benefits for stock based compensation deductions which have not yet reduced the Company's 
current taxes payable as prescribed by ASC 718. In addition, the Company believes that the uncertain tax positions will not 
materially change within the next twelve months. 

During Fiscal 2010, the Company recorded an income tax benefit primarily related to a reduction of its valuation allowance in 
connection with its ability to carryback certain net operating losses to the 2005 lax year as a result of new legislation enacted during 
Fiscal 2010. As a result, the Company received an income tax refund of approximately $! 0.1 million in connection with such 
carryback. The income tax refund remains subject to further review by the Joint Committee on Taxation 
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Audiovox Coqwration and Suhsidiuics 
Notes tn Consolidated Financial Statements, continued 

Fehr·ua ry 28, 2010 
(Doll:~rs in thons:~nds, except slwrc and per share data) 

The Company CJ!cs rts tax returns in the U.S. and certain state and forcrgn income tax JUrrsdictiOilS wrth varying statutes of 
limrtat1ons The earliest years' tax returns filed hy the Company that arc still subject to examination by the tax authorities 111 the major 
jiifisdrclions are as follows 

Jurisdiction 

U.S 
Germany 
Canada 

Tax Year 

2006 
2006 
2006 

9) Capital Structure 

The Company's capital structure is as follows: 

Security 

Preferred 
Stock 

Series· . 
Preferred 
stock 

Class B 
Common 
Stock 

$ 

$ 

$ 

Par 
Value 

50.00 

0.0! 

0.01 

. 0.01 

Shares Authorized 

February 28, 
2010 

50,000 

-. 

'1,500,000 

60,000,000 

10,000,000 

February 28, 
2009 

50,000 

1,500.000 

. 60,000,000 .. 

w;ooo,ooo 

Shares Outstanding 

February 28, 
2010 

- . 
. 20,622,905 

2,260,954 

February 28, 
2009 

20,604,460 ,. 

2,260,954 

Voting 
Rights 

per 
Share 

.One 

Ten· 

Liquidation 
Rights 

•. -. :Ratably with 

:class B~-

Ratabiy with 
Class A\. 

The holders of Class A and Class B common stock are entitled to receive cash or property dividends declared by the Board of 
Directors. The Board of Directors can declare cash dividends for Class A common stock in amounts equal to or greater than 
the cash dividends for Class B common stock. Dividends other than cash must be declared equally for both classes. Each 
share of Class B common stock may, at any time, be converted into one share of Class A common stock. 

As of February 28, 2010, 1,744,033 shares of the Company's Class A common stock are authorized to be repurchased in the 
open market. As of Februruy 29, 2008 1,820,552 shares were repurchased for an aggregate amount of $18,404. During the 
years ended February 28,2010 and February 28, 2009, the Company did not purchase any shares. 

Undistributed earnings from equity investments included in retained earnings amounted to $5,946 and $7,792 at February 28, 
2010 and February 28,2009, respectively. 

10) Other Stock and Retirement Plans 

a) Bestricled Slack Plan 

The Company has restricted stock plans under which key employees and directors may be awarded restricted stock. 
Awards under the restricted stock plan may be performance-accelerated shares or performance-restricted shares. No 
perfonnance accelerated shares or performance-restricted shares were granted or outstanding during the years ended 
February 28,2010, February 28,2009 and FeLHU<try 29,2008 

As of February 28, 20 !0, I ,533,4n shares of the Company's Class A common stock are reserved for issuance under the 
Company's Restricted and Stock Option Plan. 
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Audiovox Corporation and Suhsidiar·ics 
Notes to Consolidated Financi31 Statements, continued 

Fehru?.ry 28,2010 
(Dollars in thousands, except shar·c and per sh:~rc data) 

In April 2000, the stockholders approved the 2000 Employee Stock Purchase Plan of up to 1,000,000 shares The stock 
purchase plan provides eligible employees an opportumty to purchase shares of the Company's Class A common stock 
through payroll deductions at a minimum of 2% and a maximum of 15% of base salary compensation Amounts withheld 
are used to purchase Class A con1n1nn stock on the open rnarket ·rhc cost to the en1ployee for the shares is equal to 85% 
of the fair market value of the shares on or about the quarterly purchase date (December 31, March 31, June 30 or 
September 30) The Company bears the cost of the remaining 15% of the fair market value of the shares as well as any 
broker fees Effective March l, 2008, the Employee Stock Purchase Plan was terminated. 

The Company's employee stock purchase plan is a non-compensatory plan, and the related expense is recorded in general 
and administrative expenses in the consolidated statements of operations. 

c) Profit Sharing Plans/ 40l(k) Plan 

The Company has established two non-contributory employee profit sharing plans for the benefit of its eligible 
employees in the United States and Canada. The plans are administered by trustees appointed by the Company. No 
contributions were made during the years ended February 28, 2010, February 28, 2009 and February 29, 2008. 
Contributions required by law to be made for eligible employees in Canada were not material for all periods presented. 

The Company also has a 40J(k) plan for eligible employees. The Company matches a portion of the participant's 
contributions after three months of service under a predetermined formula based on the participant's contribution level. 
As of February I, 2008, the Company has temporarily suspended all matching contributions to contain operating 
expenses until economic conditions improve. The Company's contributions were $239, $848 and $749 for the years 
ended February 28, 2010, February 28, 2009 and February 29, 2008, respectively Shares of the Compa..11y's Common 
Stock arc not an investment option in the Savings Plan and the Company does not use such shares to match participants' 
contributions. 

d) Cash Bonus Profit Sharing Plan 

During Fiscal 2009, the Board of Directors authorized a Cash Bonus Profit Sharing Plan that ai!ows the Company to 
make profit sharing contributions for the benefit of eligible employees, for any fiscal year based on a pre-determined 
fonnula on the Company's pre-tax profits. The size of the contribution is dependent upon the performance of the 
Company. A participant's share of the contribution is determined pursuant to the participant's eligible wages for the 
fiscal year as a percentage of total eligible wages for all participants. The Company did not make a cash bonus profit 
sharing contribution for the year ended February 28, 2009 due to the Company's pre-tax loss for the year. For Fiscal 
2010, the Company elected to pay back previous temporary salary reductions to all employees below the level of vice 
president in lieu of a contribution to the Profit Sharing Plan. 

c) Deferred Compensation Plan 

Effective December I, 1999, the Company adopted a Deferred Compensation Plan (the Pla.'1) for a select group of 
management. The Plan is intended to provide certain executives with supplemental retirement benefits as well as to 
permit the deferral of more of their compensation than they are pennitted to defer under the Profit Sharing and 40I(k) 
Plan. The Plan provides for a matching contribution equal to 25% of the employee deferrals up to $20. As of February I, 
2008, the Company has temporarily suspended all matching contributions to contain operating expenses until economic 
conditions improve. The Plan is not intended to be a qualified plan under the provisions of the Internal Revenue Code. 
All compensation deferred under the Plan is held by the Company in an investment trust which is considered an asset of 
the Company. The Company has the option of amending or terminating the Plan at any time. 

The rnvestmcnts, which amounted to $3,158 and $2,559 at February 28, 2010 and February 28, 2009, respectively, have 
been classified as long-term marketable securities and are included in investment securities on the accompanying 
consolidated balance sheets and a corresponding deferred compensation liability is reflected as a long-term liability. 
Unrealized gains and losses on the marketable securities and corresponding deferred compensation liability net to zero in 
the accompanymg eonsol ida ted statements of operations. 
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i\udiovox Corporation and Subsidiaries 
Notes to Consolidated Financial Statements, continued 

February 28, 2010 
(Dollars in thousands, except share and per· share data) 

II) LQiJ.S.e Oblteatton,s 

During 1998, the Company entered into a 30-year capital lease for a building with its principal stockholder and current 
chairman, which was the headquaners of the discontinued Cellular operation. Payments on the capital lease were based upon 
the construction costs of the building and the then-current interest rates. 'The effective interest rate on the capital lease 
obligation IS 8%. This lease was rcfmanccd in December 2006, which resulted in a $161 reduction to the eapttallcasc 
obligation and corresponding asset, and expires on November 30, 2026. On November I, 2004, we entered into an 
agreement to sublease the buildmg to Personal Communication Devices, LLC (Formerly UTStarcom) for monthly payments 
of$46 until November I, 2009. The sublease lease agreement has been renewed and requires, for a term of three years, 
monthly payments of $50 until November I, 2012. We also lease another facility from our principal stockholder whtch 
expires on November 30, 2016. Total lease payments required under all related party leases for the five-year period ending 
February 2 8, 20 15 arc $6,569. 

At Februaty 28, 2010, the Company was obligated under non-cancelable capital and operating leases for equipment and 
warehouse facilities for minimum annual rental payments as follows: 

Capital 
Lease 

Operating 
Leases 

\'-.0 u .:: :'~ !: .. ~~ .. :·, 
2012 
gQi}·:-~:i;)h;)}.:~.;:·::):J .. 
2014 

.. :,_. ·.-· ... ··- .': :-.:.·· .'·:$ . $21 ::$ 4,903 
535 3,731 

. '574 . 2,721 
574 2,223 

~. 0~ i·s·~i~iJ.f~,~;~~;J.·:Jj::~v/I\¥?.:1 ~~~5~/~(~:-;:f.i~~: :.; . ~.~. y:.::~x~(~/~_:q~?j~~:.:tt:~;:Y-~:-:;~j: -~~s_-74_.,~_ .. _-: .... -2,0.72 
Thereafter 7 629 7 340 
'?.I!JD?t9.t~CmlilhiJ'umJe.~·c:.p~y_frients: ... \:~-L •.. :.:; .J0,407 ·. "'"$ ___ .-'22...l..9...;;.9...;.o • 

Less: minimum sublease income 1600 
~{?·:~~z~.YG-N~6I~1i~·:J/ZSJX~E.'Jl.t;§:~~Ti7.E:~l:~ .::: ~~--~·~ ~~~: .·,_: 
Less: amount representing interest 3 275 
J?.r~~~~-iJ(YAlU.-~}:?~f.ij~(ffil_i}~ffiW:ii. J~~-e · P~ ytri~n~ .:.:. : ,·.:-~.-:-~:.:;.:! .~-,~~:· -~·.:.~· .. :;:·"1::~·-./ -~~~·~0-.~~ ·:·~;~j:~L:~ .. ~-:·~: __ :~! .. fr~;\:Ji;;:~~(-:.:.:: ;~:.'~.-~,---~~- i~:t_S_~~ ~~. ·'·· ,. 
Less: current installments included in accrued expenses at1d other current liabilities 82 
CT~:.::::tqhgie!1n~arliat.·9~iliiatian· · ... · ·· ·- ·· ·· ·· ··· · · · ,.;,:. ,_';:~;;i~,;,;~;,;,:,,.;\\J'f:Ls:.:::;,z-;:s.-·:;~·(iJ:~·$ .~;:::.: ., ·, . .s;4so .:·,, . , . 

Rental expense for the above-mentioned operating lease agreements and other leases on a month-to-month basis 
approximated $2,044, $2,4 12 and $3,138 for the years ended February 28, 2010, February 28, 2009 and February 29, 2008, 
respectively. 

The Company leases certain facilities and equipment from its principal stockholder and several officers. At February 28, 
2010, minimum annual rental payments on these related party leases, in addition to the capital lease payments, which arc 
included in the above table, are as follows: 

:201[ '. 
2012 
2013 
2014 
20.15 
Thereafter 
Total 

···. 
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758 
781 
804 
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Audiovox Corporation and Subsidi:tries 
Noles lu Consolidated Financial Statements, continued 

Febr-uary 28, 20 I 0 
(Dollars in thousands, cxccpl.~harc and per share data) 

a) (}jfj)_glance Shee/ Rtsk 

Commercial letters of credtt are issued by the Company during the ordinary course of business through maJor domestiC 
banks as requested by certain suppliers. The Company also issues standby letters of credit principally to secure ccrta111 
bank obltgations and insurance poltcies. The Company had $319 and $0 open commercial letlers of credit at February 
28, 2010 and February 28, 2009, respectively. Standby letters of credit amounted to $1,294 and $2,380 at February 28, 
20 I 0 and February 28, 2009, respectively The terms of these letters of credit are all less than one year No material loss 
is anticipated due to nonperformance by the counter parties to these agreements. The fair value of the standby letters of 
credit is estimated to be the same as the contract values based on the short-term nature of the fee arrangements with the 
issuing banks. 

At february 28, 2010, the Company had unconditional purchase obligations for inventory commitments of 
$76,580. These obligations arc not recorded in the consolidated financial statements until commitments are fulfilled and 
such obligations are subject to change based on negotiations with manufacturers_ 

b) Concentrations o[Credit Risk 

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist principally of trade 
receivables. The Company's customers are located principally in the United States, Canada and Germany and consist of, 
among others, distributors, mass merchandisers, warehouse clubs and independent retailers. The Company generally 
grants credit based upon analyses of customers' financial condition and previously established buying and payment 
patterns. For certain customers, the Company establishes collateral rights in accounts receivable and inventory and 
obtains personal guarantees from certain customers ba<>ed upon m;~nagement'~ credit evaluation. 

At February 28, 2010, two customers accounted for approximately 43% of accounts receivable, while at February 28, 
2009, these two customers accounted for 42% of accounts receivable. During the year ended February 28, 2010, two 
custorners accounlt!d for 28~ .. 0 of saies, while at February 28, 2009 one customer accounted for 22~~ of net sales. 

A portion of the Company's customer base may be susceptible to downturns in the retail economy, particularly in the 
consumer electronics industry. Additionally, customers specializing in certain automotive sound, security and accessory 
products may be impacted by fluctuations in automotive sales. 

13) Financial and Product Information About Foreign and Domestic Operations 

Segment 

We have determined that we operate in one reportable segment, the Electronics Group, based on review of ASC 280 
"Segment Reporting" ("ASC 280"). The characteristics of our operations that are relied on in making and reviewing business 
decisions 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 Executive Officers. Management reviews the financial results of the 
Company based on the performance of the Electronics Group. 

Locations 

Net sales and long-lived assets by location were as follows: 

North America 
Latin America 
Germany 
Other foreign countries 

-· - ... -· 
Total net sales 

$ 

$ 

Year 
Ended 

February 28, 
2!HO 

'160,582 $ 
23,232 
59,261 

7,620 

Net Sales 
Year 

Ended 
February 28, 

2009 

507,798 
30,165 
52,252 
!2,884 

603.099 550_69 5 ;:..$ __ _::_::::.:.:c.:::....:. 

Year 
Ended 

February 29, 
2008 

$ 501,952 
13,666 
61,746 
!3,991 

$ 591.355 
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Audiovox Corporation and Subsidiaries 
Notes to Consolidated Financial Statements, continued 

February 2X, 2010 
(Doiiars in thotJ.~ands, except shan' and per share data) 

ThL~ has1s or allllbuung net s<Jics f1 om external customers to ind1v1dual countncs IS based on where the sale orig1nates fc om 

North America 
Latin America 
Asia 
Germany 

Total long-lived assets 

$ 

$ 

Lono-Lived Assets 
As of As of 

February 28, February 28, 
20!() 2009 

135,600 $ 116,219 
1,427 1,417 

299 417 
19,322 13 019 

156,648 $ 131 072 

Net sales by product categories for the years ended February 28, 2009, February 29, 2008 and February 28, 2007 were as 
follows. 

Electronics 
Accessories 

.Total net sales 

14) Contingencies 

$ 

$ 

Year 
Ended 

February 28, 
2010 

.. 375;621 
175 674 
550 695 . 

Year Year 
Ended Ended 

February 28, February 29, 
2009 2008 

.$ 449,433 $ 437,018 
153,666 154 337 

$ 603 099 $ 591,355 

The Company is currently, and has in the past been, &. party to various routine legal pmceedings incident to the ordinar-y 
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 believes its outstanding litigation matters disclosed below will not have a material adverse effect on the 
Company's financial statements, individually or in the aggregate; however, due to the uncertain outcome of these matters, the 
Company disclosed these specific matters below: 

Certain consolidated class actions transferred to a Multi-District Litigation Panel of the United States District Court of the 
District of Maryland against the Company and other suppliers, manufacturers and distributors of hand-held wireless 
telephones alleging damages relating to exposure to radio frequency radiation from hand-held wireless telephones arc still 
pending. No assurances regarding the outcome of this matter can be given, as the Company is unable to assess the degree of 
probability of an unfavorable outcome or estimated loss or liability, if any. Accordingly, no estimated loss has been recorded 
for the aforementioned case. 

During the fourth quarter of Fiscal 2009, the Company became aware that certain personal consumer credit card information 
had been accessed by an intrusion by an unauthorized source. The Company has notified the various stale and federal 
authorities in which the consumers reside and is offering a plan of credit monitoring and protection for the affected 
individuals. The Company is partially covered by insurance but anticipates amounts will be necessary to cover the cost of this 
issue. The Company has recorded certain costs associated with this issue as of February 28, 2009, based on information 
available at the time 

The products the Company sells are continually changing as a result of improved technology. As a result, although the 
Company and rts suppliers attempt to avoid infringing known proprietary rights, the Company may be subject to legal 
proceedings and clauns for alleged infringement by it~ suppliers or distributors, of third party patents, trade secrets, 
trademarks or copyrights. Any claims relating to the infringement of third-party proprietary rights, even if not meritortous, 
could result m costly litigation. divert management's attention and resources. or require the Comoanv to ecthcr enter 1nto 
royalty or license ag~cem;nts which arc not advantageous to the Company or p~y material amounts ~f d~cnagcs 

Derivative Sett/eme/11 

In November 2004, several purp0rrcd double. dcr!vati ve., derivative and class ac.tio!!S were filed m the C0wt of ChJncery of 
the State of Delaware, New Castle County challenging approximately $27,000 made in payments from the proceeds of the 

• .-;.:~ ;. • r: ·' 



sale of the Co111pany\ c-ellular busrncss These actrons were subsequently consol1dated rnto a srngk derrvatrvc complamt 
(the "Complarnt"), In re Audwvox Corporal/Oil Dcnvallve L111ga11on 
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A udiovox Corporatiou and Su hsidiarir~ 
Notrs to Consolidated Financial Statements, continued 

February 28, 2010 
(Dollars in thousands, except share and per share dat:1) 

This matter was settled 111 May 2007 and received final Chancery court approval in June 2007. As a result or tile settlement, 
tile Company received $6,750 111 g1oss p10cceds. The gross proceeds were otTset by $2,378 in platntiff legal fees and 'li I .023 
111 accrued legal and admmistraltve costs for defending all remaining ACC legal clarms. The tterns dtscussed above resulted 
111 n pre-tax benef1t of $3,349 recorded 111 discontinued operations for the year ended February 29, 2008. 

Simultaneous with the acqutsttiO!l of Code Systems, Inc. (Code) in March 2002, the Company entered into a purchase a!:d 
supply agreement wtth a thtrd parly In exchange for entering into this agreement, the Company issued 50 warrants in its 
subsidiary, Code, which vest immediately furlhennore, the agreement calls for the issuance of addtt!l)nal warrants based 
upon the future operating pcrfom1ance of Code. Based upon the contingent nature of the warrants, no recognition was given 
to the Code warrants as the related contingency was not considered probable and such warrants had not vested at February 
28,20 LO or February 28,2009. 

15) Unaudited Q.uarterly Financial Data 

Selected unaudited, quarterly financial data of the Company for the years ended February 28, 2010 and February 28, 2009 
appear below: 

2010 

Net sales 
Gros~ profit . . . .. . .. 
Net (loss) income from continuing operations 
Net (loss) income from discontinued operations 
Net (l()ss) income 

Net (loss) income per common share (basic): 
From continuing operations 
From discontinued operations 

Net (loss) income per common share (basic) 

Net (loss) income per common share (diluted): 
From continuing operations 
From discontinued operations 

Net (loss) income per common share (diluted) 

2009 

Net sales 
Gross profit 
Net (loss) income from continuing operations 
Net (loss) income from discontinued operations 
Net (loss) income 

Net (loss) income per common share (basic): 
From continuing operattons 
From discontinued operations 

Net (loss) income per common share (basic) 

Net (loss) income per common share (diluted): 
From continuing operations 
from discontinued operations 

Net (loss) income per common share (diluted) 

Quarters Ended 
Feb. 28, 2010 Nov. 30,2009 Aug. 31, 2009 May 31, 2009 

· ... $·· l50J42 $ 
30,003 

.. 6;59.0. 

$ 6,590 ·.· $ 

$ 0.29 $ 

0.29 $ 

.. $ 
0.29 $ 

;::.$ __ ....;0:..:.:.2::.;..9 $ 

155,!)57 $ 
30,226 .... i2;645 

12 645 $ 

0.55 $ 

0.55 $ 

0.55 $ 

0.55 $ 

Quarters Ended 

124,890 $ 
23,598 
· 2,7is 

119,806 
22,924 
.• 473 

2 775 ::..$ ___ 4..:..;7.:;.3 

0.12 $ 0.02 

0. 12 ;::.$ __,...,----,:::0.;.;. 0..:;.2 

0.12 $ 0.02 

0.12 ::..$ __ ....;Oc:..;;0~2 

Feb. 28, 2009 Nov. 30, 2008 Aug. 31, 2008 May 31,2008 

$ 

$ 

$ 

$ 

$ 

$ 

I 15,666 $ 
13,735 

(70,021) 

(70,021) $ 

(3.06) $ 

(3 06) $ 

(3.06) $ 

(3.06) $ 

195,642 $ 
38,958 

6,525 

6,525 $ 

0.29 $ 

0.29 $ 

0.29 $ 

0.29 $ 

147,208 $ 
25,060 
(2,311) 

144,583 
22,515 
(5,223) 

(2,311) ;::.$ _ ____..(:;.,.5,:::.;:22=3) 

(0 I 0) $ (0.23) 

(0.!0) .;:_$ __ -'-'(0'-'-.2_3) 

(0 10) $ (0 23) 

(0.10) $ (023) 

••. r . •, :.~ ~.' , 



Emnlllgs per share ar-c computed separately ror each quarter Therdmc, the c;um of such quarterly per share arnmmts rnil) 
drffcr from the total for the years 
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Column A 

AUDIOVOX COHJ'OHATION AND S(JBSlDIARIES 
Valuation :1nd Qualifying Accounts 

Year ended February 28, 2010, February 28, 2009 and F1:bru:u·y 29, 2008 
(In thoumnrl1) 

Co!umu B Column C ColumnD -------
Gross 

Amouul Reversals of 
llalancc at Ch:uged lo Previously 
Beginning Costs and Estab,ishcd 

Descri~tion of Year Ex [!Cnses Accruals Deductions {a~ 

Year ended Februa~ 29, 2008 
Allowance for doubtful accounts $ 5,062 $ (297) $ $ (I ,621) 
Cash discount allowances 265 3,377 3,367 
Accrued sales incentives 7,410 29,084 (4,108) 21,618 
Reserve for warranties and product repair 
costs (b) 9,586 22 249 14 516 

$ 22,323 $ 54,413 $ ~41108) $ 37,880 

Year ended Februa!Y28, 2009 
Allowance for doubtful accounts $ 6,386 $ ( 1,905) $ $ .. (2,?80) 
Cash discount allowan.ccs ~75 3,649 ~.725. 
Accrued sales incentives 10,768 23,877 (4,0?3) 22,64? 
Reser-Ve for warnu1ties and product repair 
costS.· 17 319 12 187 . 1.5096 

$ 34 748 $ 37 808 $ {4,083) $ 38 586 

SCHEDULE II 

Colu11111 E 

Balance 
at Eud 
of Year 

$ 6,386 
275 

10,768 

17,319 
$ 34,748 

$ 7,361 
199 

7,917 

14410 
$ 29 887 

.. · .. 
... . 

Year ended February 28,2010 
A![qw~;~rice for doubtful accounts $ 7,361 $ (192) :$ .$ ... L427 $ 5,742 
Cash discount allowances 199 4,680 . . 4,094. 785 
Acci:ued saies incentive& 7,917 29,629 (2,.559) 24,381 10,606 
Reserve for warranties and product repair 
costs 14,4!0 12,931 !4,283 13,058 

$ 29,887 $ 47,048 $ (2,559) $ 44,185 $ 30 191 

(a) For the allowance for doubtful accounts, cash discount allowances and accrued sales incentives, deductions represent currency 
effects, chargehacks and payments made or credits issued to customers. For the reserve for warranties and product repair costs, 
deductions represent currency effects and payments for labor and parts made to service centers and vendors for the repair of units 
returned under warranty. 

(b) Column C includes $1,255, $1,705,$325,$646, $12,848 and $879ofliabilities acquired during the Thomson Accessory, 
Oehlbach, Technuity, Thomson AudioNideo and Invision acquisitions, respectively (see Note 3 of the Consolidated Financial 
Statements). 
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Exhibit 
Number 

' . l 

3.2 

3.2a 

10.1 

10.2 

10.3 

21 

23 

31.1 

31.2 

32.1 

32.2 

99.1 

99.2 

Dcscri Jtion 

Amended and Restated Certificate of Incorporation of the Company as filed w1th the Delaware Sccreta1y of 
State on April 17, 20(l0 (incorporated by reference to the Company's Annual Repmt on Fmm I 0-K for the year 
ended November 30, 2000) . 

By-laws of the Company (incorporated by reference to the Company's Registration Statement on Form S-1; 
No. 33-10726, filed May 4, 1987) 

Amendment to the Bylaws of the Company (incorporated by reference to the Company's Form 8-K filed via 
EDGAR on July 3, 2007). 

Employment Agreement made effective as of the I st day of March, 2007 by and between the Company and 
Patrick M. Lavelle (incorporated by reference to the Company's Form 8-K filed via EDGAR on June 15, 2007) 

Distribution Agreement between Audiovox Electronics Corporation and Sirius XM Radio Inc. dated as of 
January 8, 2009 (incorporated by reference to the Company's Form 8-K filed via EDGAR on Janua1y 15, 
2009). 

Credit Agreement, dated March 31, 20 I 0, by and among the Company, the lenders party thereto and 
JPMorgan Chase Bank, N.A. as Administrative Agent for the lenders (incorporated by reference to the ' 
Company's Form 8-K filed via EDGAR on April 6, 20 I 0) 

Subsidiaries of the Registrant (filed herewith). 

Consent of Grant Thornton LLP (filed herewith). 

Certification of Principal Executive Officer Pursuant to Rule 13a-14(a) and rule 15d-l4(a) of the Securities 
Exchange Act of 1934 (filed herewith). 

Certification of Principal Financial Officer Pursuant to Rule 13a-14(a) and rule 15d-14(a) ofthe Securities 
Exchange Act of 1934 (filed herewith). 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Ox1cy 
Act of2002 (furnished herewith). 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley 
Act of2002 (furnished herewith). 

Consolidated Financial Report of Audiovox Specialized Applications LLC (ASA) a<> of November 30, 2009 
and 2008 and for the Years Ended November 30, 2009, 2008 and 2007 (filed herewith). 

Consent of McGladrey & Pullen, LLP (filed herewith). 

(d) All other schedules are omitted because the required information is shown in the financial statements or notes thereto or because 
they are not applicable. 
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SIGNATURES 

Pursuant to the rcqunements of Section 13 01 IS( d) of the St:etHitres Exchange Act oC 193!J, the regrstrant has duly caused 
thrs report to be signed on its behalf by the undcrsrl_\ned, thereunto duly authom:ed. 

May 14,2010 

AUDIO VOX COf<PORJ\TION 

By: /s/ Pa!.ri<::k M. Lay<;JL~ 
Patrick M. Lavelle, 
President and Chref Executive Officer 
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Pursuant to the requirements of the Secunt res Exchange Act of 1934, thrs report has been srgned below by the following persons on 
be hair of the registrant and 111 the capacttrcs and on the dates mdrcated 

Signature 

lsi Patrick M. Lavelle 
Patrick M. Lavelle 

Titlr 

Prestdent; Chref Executive Officer 
(Principal Executive Officer) and Director 

Senior Vice President, 
lsi Charles M. Stoehr Chief Financial Officer (Principal 
..;;C.c.h;.;.;a.;.;rl"""cs;.;.;.;;.M-'-.'--S""'!"'o..:;.e""hr;.__ __________ Fmancial and Accounting Officer) and Director 

Is/ John J. Sha1am 
John J. Shalam 

lsi Philip Christopher 
Philip Christopher 

Is/ Paul C. Kreuch, Jr. 
Paul C. Kreuch Jr. 

Is! Dennis McManus 
Dennis McManus 

/s/ Peter A.. Lesser 
Peter A. Lesser 

Chairman of the Board of Directors 

Director 

Director 

Director 

Director 
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Date 

May 14,2010 

May 14,2010 

May 14,2010 

May 14,2010 

May 14, 20!0 

May 14,2010 

May 14,2010 



S!JBSIDIARIES Of REGISTRANT 

Subsidiaries 

Audiovox Accessories Corp. 
Audiovox Consumer Electronics, Inc. 
Audiovox Electronics Corporation 
American Radio Corp 
Audiovox Venezuela C.A. 
Audiovox German Holdings GmbH 
Code Systems, Inc. 
Audiovox Canada Limited 
Entretcnimicnto Digital Mexico, S .de C. V 
Schwaiger GmbH 
Invision Auto~10tive $ystems, Inc. 

1 urisdiction of Incorporation 

Delaware 
Delaware 
Delaware 
Georgia 
Venezuela 
Germany 
Delaware 
Canada 
Mexico 
Germany 
Delaware 



CONSENT OF INDEPENDENT RE(;ISTEREI> l'lJI3LlC ACCOUNTING FIRM 

We have issued our reports elated May 14, 20 I 0, wtth respect to the consolidated financml statements, flllanctal statement 
scheclulc and mtcrnal control over ftnanctal reportmg mcludccl 111 the Annual Report of Aucltovox Corporation and subsidiar·ics on 
1-orm 10-K for the year ended Fch[ll<Jry 28, 2010 We hereby consent to the mcorporat1on hy reference of sa1d reports m the 
Reg1strat1on Statements of Aud1ovox Corporatwn on f-orms S-8 (File No 333-162569, cfTccllvc October 19, 2009, Fik No 
.133-138000, e!Tect1vc October 13, 2006, File No. 333-131911, effcct1vc February 17, 2006; f'tle No. 333-36 762, e!Tect1ve May I I, 
2000 and file No 333-82073, efTecttve July !, 1999) 

/s/ GRANT THORNTON LLP 

Melville, New York 
May 14,2010 



CERTIFICAIION PURSUANT TO RULE 13a-l4(a)ANU RULE 15cl-14(a) 
OF Tl IE SECURITIES EXCHANGE ACT OF 1934 

I, Patnck M. Lavelle, Presrdent and Chrd Executive Officer of Audrovox Corporatron, certify that: 

I have revrewcd this annual report on Form 10-K orAuchovox Corporatron (the "Company"); 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a matenal fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, [imly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the penods 
presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-l S(c) and I Sd-lS(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and l5d-l5(f)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material infonnation relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is 
being prepared; 

b) Designed such internal controls over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability' of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the 
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has 
materiality affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; 
and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons 
perfonning the equivalent functions): 

May 14,2010 

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and 
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant's internal control over financial reporting. 

Is/Patrick M Lavelle 
Patrick M. Lavelle 



CLRliFIC/\TION I'LIRSU/\NT TO RlJU:, 13a-14(a) AND RULE 15d-14(a) 
OF Till': Sl~C!JRITIES EXCJ lANGE ACT Of 193 11 

I, C Michael Stoehr, Scnwr V1cc President and Ch1cf Financ1al Off1cer of Audiovox Corporal Jon, cc11ify that 

I have rev1cwcd ti11S ;umual report on Form I 0-K of A udwvox Corporation (the "Company"), 

2. Based 011 111y knowledge, Lh1s report does not contain any untrue statement of a material fact or om1t to stale a matenal fact 
necessary to make the statements made, in ligh~ of the circumstances under which such statements were made, not misleading 
with respect to the penod covered by this report, 

3. Based on my knowledge, the financial statements, and other financial information includ.ed in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report, 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-l5(e) and !5d-15(e)) and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and !5d-15(l)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is 
being prepared; 

b) Designed such internal controls over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation offmancial statements for external purposes in accordance with generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our 
conclusions uhnut the cffcctivcne:;s nfthe di~closure Ctlntrf)ls and procedurts; i:1S of the end of the period covered hy this 
report based on such evaluation; and 

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred durine the 
registrant's most recent fiscai quarter (the registrant's fourth fiscai quarter in the case of an annuai report) that has 
materiality affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; 
and 

5. The registrant's other cet1ifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons 
performing the equivalent functions): 

May 14,2010 

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and 
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant's internal control over financial reporting. 

Is/C. Michael Stoehr 
C. Michael Stoehr 



Cr:Rrli·ICAT!ON PURSUANTTO 
IS lJ S C SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF Tl 11-: SARBANES-OXLEY ACT OF 2002 

In cotmection w1th the Annual iZepor1 of Audtovox Corporation (the "Company") on Form 10-K for the period ended February 28, 
2010 (the "Report") as ftled with the Securities and Exchange Commission on the date hereof, I, Patick M. Lavelle, Pres1dent and 
Cluef Executive Off1cer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002, that: 

(I) The Report fully complies with Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

(2) The informatiOn contained in the Report fairly presents, in all material respects, the financial condition and results of 
operations of the Company. 

May 14,2010 

Is/Patrick M. Lavelle 
Patrick M. Lavelle 



CERTIFrC:ATION PURSUANT TO 
18 USC: SECTION 1350, 

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

In connection with the Annual Report of Audiovox Corporation (the "Company") on Form I 0-K for the period ended February 28, 
20 I 0 (the "Report") as filed with the Securities and Exchange Commission on the date hereof, I, C. Michael Stoehr, Senior Vice 
President and Chief Financial Officer of the Company, certifY, pursuant to 18 U S C. Section 1350, as adopted pursuant tu Section 906 
of the Sarbanes-Oxley Act of 2002, that: 

(I) The Report fully complies with Section 13(a) or IS( d) of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 
operations of the Company. 

May 14,2010 

Is/ C. Michael Stoehr 
C. Michael Stoehr 
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UNITEn STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C 20549 

FORM 10-K 

Annual Report Pursuant to Section 13 or 15 (d) of the Securities Exchange Act of 1934 

For the fiscal year ended February 28,2011 

Conunission file number 0-28839 

AUDIOVOX CORPORATION 
(Exact name of registrant as specifted on its charter) 

Delaware 
!3-1964841 (State or other jurisdiction of 

incorporation or organization) (IRS Employer Identification No.) 

180 Marcus l31vd., Hauppauge, New York 
(Address of principal executive offices) 

(631) 231-7750 
(Registrant's telephone number, including area code) 

Securities registered pursuant to Section 12(b) of the Act: 

11788 
(Zip Code) 

Title of each class: Name of Each Exchange on which Registered 

Class A Common Stock $.01 par value The Nasdaq Stock Market LLC 

Securities registered pursuant to Section 12(g) of the Act: 
None 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. 
Yes 0 No [RJ 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section IS( d) of the Act. 
Yes 0 No [RJ 

Indicate by check mark whether the registrant (I) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports) and (2) has been subject to such filing 
requirements for the past 90 days. 

Yes [RJ No 0 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-Kis not contained herein, and will not be contained, 
to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part Ill of this Form 10-K or any ame.ndment to 

this Form 10-K. 
[E) 

Indicate by check mark whether registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer or a smaller reporting company. 
See defmition of"accelerated filer", "large accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange Acl. (check one): 

Large accelerated filer 0 Accelerated filer [RJ Non-accelerated filer 0 Smaller rcpmting company 0 

Indicate by check mark whether the Registrant is a shell company (as defined in rule 12b-2 of the Act). 



Yes LJ No ld 

The aggregate market value of the common stock held by nort-a rtiliatcs oC the Regtstrant was $1 I 8,252.382 (based upon closing price on the 
Nasdaq Stock Market on August 31, 20 I 0). 

lhc number of shares outstanding of each of the registrant's classes of c-ornnwn stock, as of May 16, 2011 was: 

Class 

Class A common stock $.0 I par value 

Class B common stoek $.0 l par value 

DOCUMENTS INCORPORATED BY REFERENCE 

Outstanding 

20,811,005 

2,260,954 

Part Ill- (Items 10, II, 12, 13 and 14) Proxy Statement for Annual Meeting of Stockholders to be filed on or before June 28, 201 I. 
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CAUTIONARY STATEMENT !<ELATING TO THE SAfE HARBOR PROVISIONS OF THE PIHVATE SECURITIES LITIGATIOI' 
R£FORM ACT OF 1995 

This Annual Report on Fonn 10-K, including "Management's Discussion and An:dysis ofFmancial Condition and Results of Operations" in Item 7, and tire 
inf0111ration incoqJoratcd by reference contains "fonvard-looking statement,;" withm the mcanrng of section 17A ot"the Securities Act of 1933 and Section 21 E 
of the Securitic,; Exchange Act of 1934. We mtcnd those forward lookmg-stalerncnts to be cuverP.d by the safe harbor provisions for forward-looking 
swtcments. All statements regarding our expected financial position and opcratmg results, our business strategy, our financing plans and the outcome of any 
contingencies arc forward-looking statements. Any such forward-looking statements arc based on cunent expectations, estimates, and projections about our 
industry and our business. Words such as "anticipates." "expects," "intends'." "plans," "believes," "seeks," "estimates." or variations of those words and 
similar expre,;,ions arc 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 1 A rmder "Risk factors" of this armual report. The Company 
assumes no obligation and docs not intend lo update these fOiward-lookine 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 Fonn I 0-K are exclusive of discontinued operations. 

The Company's current fiscal year began March I, 2010 and ended February 28, 20 I I. 

PART I 

Item !-Business 

Audiovox Corporation ("Audiovox", "We", "Our", "Us" or "Company") is a leading international distributor in the accessory, mobile and consumer 
electronics industries. With our most recent acquisition oflnvision Automotive Systems, Inc. we have added manufacturing capabilities to our business 
mvdcL \V;;, conduct owr bu:;in.:.i.:t th;nug1i. :;cvcntccn. n·hvn;·-vwuc.:! sub:;i.:!iati-=3: A..ucrkm Itwdiv Cvip., AudivvvA El~i;tronics Cvrporativn ("AEC"), Auclivvvx 
Accessories Corp. ("AAC"), Audiovox Consumer Electronics, Inc. ("ACE"), Audiovox German Holdings GmbH ("Audio vox Gern1any"), Audiovox 
Venezuela, C.A., Audiovox Canada Limited, Audiovox Hong Kong Ltd., Audiovox International Corp., Audiovox Mexico, S. de R.L. de C.V. ("Audiovox 
Mexico"), Technuity, Inc., Code Systems, Inc, Oehlbach Kabel GmbH ("Oehlbach"), Schwaiger GmbH ("Schwaiger"), In vision Automotive Systerns, L'lc. 
("Invision") and Omega Research and Development, LLC ("Omega") and Audiovox Websales LLC. We market our products under the Audiovox® brand 
name, other brand names aod licensed brands, such as Acoustic Research®, Advent®, Ambico®, Car Link®, Chapman®, Code-Alarm®, Discwasher®, 
EnergizerQi), Heco®, Incaar'M, invision®, Jensen®, Mac Audio'", Magnat®, Movies2Go®, Oehlbach®, Omega®, Phase Linear@, Prestige®, Pursuit®, 
RCA®, RCA Accessories®, Recoton®, Road Gear®, Schwaiger®, Spikemaster® and Terk®, 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 and presently have one 
reportable segment (the "Electronics Group"), which is organized by product category. 

Audiovox was incorporated in Delaware on April 10, 1987, as successor to a business founded in 1960 by John J. Shalam, our Chainuan 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. • 

We make available financial information, news releases and other information on our web site at www.audiovox.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 l5(d} of the Securities Exchange A~t of 1934 are 
available free of charge as soon as reasonably practicable after we file such reports and amendments with, or fumish 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: Chris 
Lis Johnson, Company Secretary, 180 Marcus Boulevard, Hauppauge, New York 1 I 788, (63 I) 23!-7750. 

Acquisitions 

We have recently acquired and continue to integrate the following acquisitions, discussed below, into our existing business structure: 

On March I, 20!1, Soundtech LLC, a Delaware limited liability company and wholly-owned subsidiary of Audiovox, acquired 

----- ------------------------------·- ·-·------- --------··-------------- --·-----·-·---------------·---·------- ---·--· ·------------------·· 



all of the issued and outstanding shares of Klipsch Group, lnc. and its worldwide subsidiaries ("Klipsch") for a total purchase price of$167.6 million 
rncluding a working capital adjustment whrch is subject to change, plus related transaction fees and expenses. Klipsch is a global provider of !11gh-end 
speakers for audio, multi-medra and home theater applications. The acquisition of Khpsch adds world-class brand names to Audiovox's offerings, increases 
its distribution network, both domestically and abroad, and provides the Company with entry into the high-end instaUatiou market at both the residcntral and 
commercial level. In addrtron to the Klipsch® brand, the Klipsch portfolio includes Jamoil\l, Miragcil\l, and Energy® The Comp~11y has outlined key details 
related to the acqursition and the preliminary purchase price allocation in the Subsequent Events footnote (Note 15). 

In February 2010, the Company's new subsidiary, Invision Automotive Systems, Inc. completed the acquisition of the assets of In vision Industries, Inc., a 
leading manufacturer of rear scat entertaitmlent systems to OEM's, Toyota port facilities, and car dealers for a total cash purchase price of$10,307, and 
estimated future consideration of $1,458 and an assumed loan balance of $5,000, with all acquisition costs of $219 expensed as incurred in accordance with 
ASC 805. The purpose of this acquisition was to increase our R&D capabilities, add a manufacturing facility to our business structure and augment our OE 
group. 

In October 2009, Audio vox Gcnnan lloldings .GmbH completed the acquisition of certain assets of Schwaiger GmbH, a German market leader in the 
consumer electronics, SAT and receiver technologies for a total net asset payment of $4,348, with acquisition costs of $209 expensed as incurred. 1l1e 
purpose of this acquisition was to expand our European operations and increase our presence in the European accessory market. 

Prior to Fiscal 20 I 0, the Company expanded its market presence by acquiring and fully integrating the following businesses: 

In December 2007, the Company completed the acquisition of certain assets and liabilities of Thomson's U.S., Canada, Mexico, China and Hong Kong 
consumer electronics audio/video business, a~ well as the rights to the RCA brand for the audio/video field of usc. Contemporaneous with this transaction, the 
Company entered into a license agreement with Multimedia Device Ltd., a Chinese manufacturer, to market certain product categories acquired. 

In November 2007, AAC completed the acquisition of all of the outstanding stock ofTechnuity, Inc., an emerging leader in the battery and power products 
industry and the exclusive licensee of the Energizer® brand in North America for rechargeable batteries and battery packs for camcorders, cordless phones, 
digital cameras, DVD players and other power supply devices. 

In August 2007, Audiovox Germany acquired certain assets of [ncaar Limited, a U.K. business that specializes in rear seat electronics systems. 

In March 2007, Audiovox Germany acquired the stock ofOehlbach, a European market leader in the accessories business. 

In January 2007, we acquired certain assets and liabilities of Thomson's Americas consumer electronics accessory business which included the rights to the 
RCA Accessories brand for consumer electronics accessories. 

Refer to Note 2 "Business Acquisitions" of the Notes to Consolidated Financial Statements for additional information regarding the Fisca!2010 acquisitions. 

Strategy 

Our objective is to grow our business by acquiring new brands, embracing new technologies, expanding product development and applying this to a continued 
stream of new products that should increase gross margins and improve operating income. In addition, we plan to continue to acquire synergistic companies 
that would allow us to leverage our overhead, penetrate new markets and expand existing product categories through our busiuess channels. 

The key elements of our strategy are as follows: 

Capitalize on the Audiovoxfamily of brands. We believe the "Audiovox" portfolio of brands is one of our greatest strengths and offers us significant 
opportunity for increased market penetration. To further benefit from the Audiovox portfolio of brands, we continue to invest and introduce new products 
using our brand names, in addition to seeking opportunities to license our products. 

Capitalize on niche product and distribution opportunities in the electronics industry. We intend to use our extensive distribution and supply networks to 
capitalize on niche product and distribution opportunities in the mobile, consumer and accessory electronics categories. 

Leverage our domestic and international distribution network. We believe our distribution network which includes power retailers, 
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m?.ss mcrch:!ndlscrs. distnbutor~, car dcii!crs and OEt.,..fs \Viii alluw us lu increase market penetration. 

Gmw our lnlemalional presence. We continue to expand our international presence through our companies in Gcrm:my, Canada, Mexico. Venezuela and 
[(ong Kong. \Vc also continue to cxpnll from our domestic operations in the United Stales. We will pursue additional businc»s opportunities through 
acqursnton 

l'ursue slmlegic and complemenf<lf)' ucquisirions \Vc continue lo monitor economic and industry conditions in urdcr to evaluate potential synergistic 
business acquisitions that would allow us to leverage overhead, penetrate new markets and expand our existing business disrnbution. 

Continue lo oursource munufacturing to increase operating leverage. A key component of our business strategy is outsourcing the rnanufacnuing of the 
majority of our products, which allows us to deliver the latest technological advances without the fixed costs associated with manufacn1ring. 

Monitor operating expenses. We maintain continuous focus on evaluating the current business stmcture in order to create operating efficiencies, including 
investments in management information systems, with the primary goal of increasing operating income. 

[ndustry 

We participate in selected product categories in the mobile, consumer and accessory electronics markets. The mobile and conswuer electronics and accessory 
industries arc large and diverse and encompass a broad range of products. This industry offers the ability to specialize in niche product markets. The 
introduction of new products and technological advancements are the major growth drivers in the electronics industry. Based on this, we continue to introduce 
new products across all product lines, with an increased focu:; on niche product offerings. 

Products 

The Company currently reports sales data tor the following two product categories: 

Electronics products include: 

mobile multi-media video products, including in-dash, overhead and headrest systems, 

satellite radios including plug and play models and direct connect models, 
automotive security and remote start systems, 
automotive power accessories, 
rear observation and cotlision avoidance systems, 
home and portable stereos, 
digital multi-media products such a~ personai video recorders and MP3 products, 
canJcordcrs, 
clock-radios, 
digital voice recorders, 
home speaker systems, 
portable DVD players, 
digital picture frames, and 
e·rcaders. 

Accessories products include: 

High-Definition Television ("HDTV") antennas, 
Wireless Fideli1y ("Wil'i") antennas, 
High-Definition Multimedia Interface ("HDMf') accessories, 
home electronic accessories such as cabling, 
other connectivity products, 
power cords, 
performance enhancing electronics, 
TV universal remotes, 
flat panel TV mouming systems, 
iJ>od specialized products, 
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wrrelcss headphone,;, 
rechargeable battery backups (UPS) for camcorders, cordless phones and portable vrdco (DVD) batteries and accessories, 
power supply systems, 
elcclronic equipment cleaning products, and 
set-top boxes 

We believe our product groups have cxpandine market oppo11umties with certain levels of volatility related to domestrc and intemational 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 by product category, gmss profit and net assets are as follows: 

Fiscal Fiscal Fiscal 

20ll 2010 2009 

Electronics $ 415,167 $ 375,021 $ 449,433 
Accessories 146,505 175,674 153,666 

Total net sales $ 561,672 $ 550,695 $ 603,099 

Gross profit $ 123,937 $ 106,751 $ 100,268 
Gross margin percentage 22.1% 19.4% 16.6% 

Total assets $ 501,097 $ 488,978 $ 461,296 

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 propetty 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 licenses 
generally could be obtained on conunercially 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 willtul infringement of the patent, trade secret and other intellectual property rights of other parties. Nevertheless, there can be no 
assurance that a clain1 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, usc, or sell our products. 

License and royalty programs offered to our manufacturers, customers-and other electronic suppliers are stmctured using a fixed amount per unit or a 
percentage of net sales, depending on the terms of the agreement. Current license and ruyalty agreements have duration periods which range from I to 17 years 
or continue in perpetuity. Certain agreements may be renewed at termination of the agreement. The Company's license and royalty income is recorded upon sale 
and amounted to $4,248, $4,453 and $4,430 for the years ended February 28, 2011, 2010 and 2009, respectively. 

Distribution and Marketing 

We sell our products to: 

power retailers, 
mass merchants, 
regional chain stores, 

7 



~fk'Cia!ty and !rHcrnct retailers, 
IIHkpt:ndcnt I 2 volt retailers, 
dtstrihutors, 
new ca1 dealers, 

vehicle C!}lltpmcnt ma11uf;~ctur~rs (OEM's). anrl 

th~ U.S mt!tlaty. 

We sell our products under OEM a11angcmenrs with domestic and/or international subsidiaries of automobile manufacturers such as Ford Moror Company, 
Chrysler, General Motors C:orpmalion, Toyota, Kia, Mazda, BMW, Subaru, Nissan and Porsche. These arrangements require a close pat1ncrship with the 
custorr.er a:; i.-\."C Jc;,·elop products to rncct specific requirements. OEM products accounted for approximatdy 20%, !Oo/u and 9l~/o of net sales for the years 
ended February 28,2011, 2010 and 2009, respectively. 

Our live largest customers represented 30% of net sales during the year ended February 28, 20 II, and 36% for each of the years ended February 28, 20 l 0 and 
2009. Wai-Mart accounted for more than I 0% of the Company's sales for Fiscal 2011, 2010 and 2009, whereas Best Buy accounted for more than I 0% of 
sales in Fisca12010only. 

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

product desi!,'Il and development, 
cngi uccring and testing, 
sales training and customer packagi..'1g, 
in-store display design, 
installation training and technical support, 
product repair services and warranty, 
nationwide installation network, 
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 
fro!!! ~ht:: r~ci.!!p! 0! ~!"!. 0!"d~!" fr~!!1 ::-~b-Ee ':.Y~ehouses n.nd !::asCd f~d!itic~ throughr:!.!t the United Stat~s, C't!!lad~, r•:fo;.w~k·.!, ··v~!~~~!.!':t!!. ~~d. (!e~any. Th'! 
Company also employs a direct ship model from our suppliers for select customers upon their request. 

Product Development, Warranty and Customer Service 

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 engioeering, industrial desien 
and pre-production tcstiog. In the case of OEM customers, the product development cycle may also ioclude product validation to customer quality 
standards, and 
evaluating and testing new products in our own facilities to ensure compliance with our design specifications and standards. 

Utilizing our company-owned and third party facilities in the United States, Europe and Asia, we work closely with customers and 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 Hauppauge, New York and Troy, Michigan facilities are ISO 14001:2004·and/or ISOtrS 16949:2009 certified, which requires the monitoring 
of quality standards in all facets of business. 

We are committed to providing product warranties for all our product lines, which generally range from 90 days up to the life of the vehicle for the original 
owner on some automobiie-instailed products. To support our warranties, we have independent warranty centers throughout the United States, Canada, 
Mexico, Central America, Puerto Rico, Europe and Venezuela. Our customer service group along with our Company websites, provide product information, 
answer questions and serve as technical hotlines 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 arc manufactured 
to our design speci ficalions. 
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We purchase our products frommanufact111ers principally located in several Paci!lc Rim countries, including China, !long Kung, lndon~sia, Ma!Jysia, 
South Kmca, Taiwan anc! Singapore, as well as the United States, Canada aod Mexico. In selecting our manufacturers, we consider quality, price, serv1ce. 
reputation and f1nancial stability. In order to provide coordination and supervision of supplier performance such as pnce negotiations, delivery and quality 
con1rol, we !11ilUlla1n buy111g and tnspection offices in China and Hong Kong. We cons1der rclat1ons w1th our suppliers to be good and alternative sources of 
supply arc generally available within 120 days. We do not have long-tcnn contracts witl1 our suppliers and we gencmlly purchase our products under short
tenn 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 smular products. Brand name, design, advancement of technology and features as well as price arc the major competitive factors within the electronics 
industry. Our Mobile Electronic products. compete against factory-supplied products, including those provided by, among others, General Motors, Ford and 
Chrysler. Our Mobile Electronic products also compete in the automotive aftermarket against major companies such as Sony, Panasonie, Kenwood, Directed 
Electronics, Autopage, Rosen, Myron and Davis, Coby, Phillips, Insignia, and Pioneer. Our Accessories and Consumer Electronics product lines compete 
against major companies such as Sony, Phillips, Coby, Emerson Radio, Jasco and Belkin. 

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 12 of the Notes to 
Consolidated Financials Statements, included herein. 

Equity Investment 

We have a 50% non-controlling ownership interest in Audiovox Specialized Applications, Inc. ("ASA") which acts as a distributor of televisions and other 
automotive sound, security and accessory products to specialized markets for specialized vehicles, such as, b_ut not limited to, RV's, van conv<,:rsions and 
marine vehicles. 

Employees 

As of February 28, 20 II, we employed approximately I ,020 people worldwide. We consider our relations with employees to be good and as of February 28, 
20 II no employees were covered by collective bargaining agreements. 

Item lA-Risk Factors 

We have identified certain risk factors that apply to us. You should carefully consider each of the following risk factors and all of the other inforrnation 
included or incorporated by reference in this form I 0-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. 

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

Currently, we generate substantially all of our sales from the Consumer and Mobile Electronics and Accessories businesses. We cannot assure you that we 
can grow the revenues of our Electronics and 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 Electronics and 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 Electronics and Accessories businesses in future 
periods. 

9 



The Electronics ant/ Accessol'ies Businesses are !liglzly Competitil•e am/ Face Significant Competition from Original Equipment Jl1anujin·turers 
(OE!>f1) and Direct Imports By Our Retail Customen. 

The mark~t for co!lsumcr elcctromcs and accessories is highly competitive across all product lines. \Vc compete against many estal)ll~hcd companies who have 

substantially greater financial and cngnrccring resources than we do. We compete directly wrth OEMs, rncluding divisrons of well-known automobile 
manufacturers, 111 the autosound, auto security, mobile video and accessories industry. We believe that OEMs have diversrfred and improved their product 
offerings and place increased sale' pr cssurc on new car dealers with whom they have close business relationships to purchase OEM-"rpplicd equipment :md 
accessories. To the extenl that OEMs succeed in their effor1s, this success would have a material adverse effect on our sales of automotive enierrainment and 
security products to new car d,~;ricrs in addltron, we compete with major retailers who may at any time choose to direct import products that we may currently 
supply. 

Sales Category Dependent 011 Eco11omic Success of Automotive bzdustry. 

1\ por1ion of our OEM sales arc to American automobile manufacturers, specifically Chrysler, General Motors and Ford. Some of these OEM manufacturers 
have reorganized their operations as a result of general economic conditions. If these reorganizations should fail, it could have a material adverse effect on a 
portion of our OEM business. 

We Do Not Have Long-term Sales Contracts with Any of Our Customers. 

Sales of our prcducts are made by 'w\'rittea purchase orders and are terminable at will by either party. The unexpected loss of aH or a significant portion of sales 
to any on'e of our large customers could have a material adverse effect on our perfonnance. 

We Depend on a Small Number of Key Customers for a Large Percentage of Our Sales 

The dcctronics industry is characterized by a number of key customers. Specifically 30%, 36% and 36% of our sales were to five customers in Fiscal 20 II, 
2010 and 2009, respectively. The loss of one or more of these customers could have a material adverse impact on our business. 

Sales in Our Electronics and Accessories Businesses are Dependent on New Products, Product Development and Consumer Acceptance. 

Our Electronics and 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. 

Since We Do Not Manufacture All Our Products, We Depend on Our Suppliers to Provide Us with Adequate Quantities of High Quality 
Competitive Products 011 a Timely Basis. 

We do not manufacture all our products, and we do not have long-term contracts with our suppliers. Most of our products arc imponed from suppliers under 
short-term purchase orders. Accordingly, we can give no assurance that: 

our supplier relationships will continue as presently in effect, 
our suppliers will not become competitors, 
our suppliers will be able to obtain the components necessary to produce high-quality, technologically-advanced products for us, 
we will be able to obtain adequate alternatives to our supply sources should they be interrupted, 
if obtained, altemativcly sourced products of satisfactory quality would be delivered on a timely basis, competitively priced, 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, and 
our suppliers could be impacted by natural disasters directly or via their supply chains. 

On occasion our suppliers bave not been able to produce the quantities of products that we desire. Our inability to supply sutlicient quantities of products that 
arc 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 lohg-tenn supply shortage, which could have a material adverse effect on our business. 
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Tire Impact of Future Selling Prices and Technological Advancements may cause Price Erosion and Atlvasely Impact our Profitability am/ 
Inventory Value 

Since we do not make all of our own products and do oot conduct a majority of our own research, we cannot assure you that we will be able to source 
rechnolog•cally advanced products in order to remain competitive. Furthcm10re, the introduction or expected mtroclllctlon of new pwduct; or technologies may 
depress sales of existing products and technologies. This may result in declming prrces and rnventory obsolescence Since we maintarn a substantial 
investment in product inventory, declintng prices and inventory obsolescence could have a material adverse effect on our bustncss and tinancial 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. 

Tl1ere is no guara11tee tlrat patent/royalty rights will he renewed orlice11sing agreements will he maintained 

Certain product development and revenues arc dependent on the ownership and or use of various patents, licenses and license agreements. [f 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. 

Because We Purchase a Significant Amount of Our Products ji·om Suppliers in Pacific Rim Countries, We Are Subject to the Economic Risks 
Associated with Inherent Changes in tlze Social, Political, Regulatory and Economic Conditions in These Cou11tries. 

We import most of our products from suppliers in the Pacific Rim. Countries in the Paciftc 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, 
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. Titis 
increases the risk that our products will become obsolete or face selling price reductions before we can sell our inventory. 

We Plan to Expand the Intemational Marketing and Distribution of Our Products, Which Will Subject Us to Additional Business Risks. 

As part of our business strategy, we intend to increase our international sales, although we canuot assure you that we will be able to do so. Conducting 
business outside of the United States subjects us to significant additional risks, including: 

. ' 

export and import restrictions, tax consequences and other trade barriers, 
currency fluctuations, 
greater difficulty in accounts receivable collections, 
economic and political instability, 
foreign exchange controls that prohibit payment in U.S. dollars, and 
increased complexity and costs of managing and staffing international operations. 

Our Products Coufti I 11jringe the Intellectual Property Rights of Others and We May Be Exposed to Co.1·tfy 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, 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. 

!fOur Sales During the Holiday Season Fall below Our Expectations, Our Annual Results Could Also Fall below Expectations. 

II 
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Seasonal consumer shopprng patterns signdicantly affect our business. We ~cnerally make a substantial amount of our sales and net income dunng 
September, October and November. We expect this rrcnd to continue December is also a key month for us, due largely to the increase in promotional activrlics 
by our customers during the holiday season.lfthc economy faltered in these penods, if our customers ~llercd the timing or frequency of then promotional 
activities or if the effcctrvcncss of these promotional activities declined, particularly around the holrday sc:tSOII, rl could have a matenal adverse effect on our 
annual flnoncial results. 

A Decline i11 General Economic Conditions Could Lead to Reduced Consumer Demam!for the /Jiscretionary Products We Sell. 

Consumer spending paitems, especiaiiy discretionary spending for products such as mobile, consumer and accessory electronics, arc affected by, anrong 
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 >Jdvcrse 
effect on our sales and operating results. 

Acquisitions aud Strategic lnvestml!llts 111ny Divert Our Resources a11d 11-fanagement Attention; Results May Fall Short of Expectatio11s. 

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 signiftcant amounts of cash, potentially dilutive issuances of equity securities, 
incurrence of debt and amortization expenses related to intangible assets. Acquisitions involve numerous risks, including: 

difficulties in the integration and assimilation of the operations, technologies, products and persoruJcl of an acquired business, 
diversion of management's attention from other business concems, 
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, resulL~ of operations or financial condition. 

We have recorded, or may record ifl the future, goodwill and other intangible assets as a result of acquisitions, a11d cllaflges in future business 
cot~ditiolls could cause these investments to become impaired, requiring substantial write-downs tlrat would reduce our operating income. 

Goodwill and ~ther intangible assets recorded on our balance sheet as of February 28, 2011 was $106,562. 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. During Fiscal2009, the Company recorded an impairment charge of$38,814 as a result of its impairment review (see Note 
l (k)). Changes in our operating performance or business conditions, in general, could result in an impairment of goodwill·, if applicable, and/or other 
intangible assets, which could be material to our results of operations. 

We i11vest iu marketable securities and other investments as part of our investing activities. These investments fluctuate ifl value based 011 

economic, operational, competitive, political and techflologicalfactors. These investments could be subject to loss or impairment based 011 their 
performance. 

Recently, the Company has incurred other-than-temporary impainnents on its investment in Bliss-tel Public Company Limited (''Bliss-tel"). Any further 
deterioration in Bliss-tel's performance could result in further impainnent of its investment. In addition, there is no guarantee that the fair values recorded for 
other investments will be sustained in the future. 

We Depend Heavily on Existi11g Directors, MQ/111gement and [(ey Personnel and Our Ability to Recruit a11d Retain Qualified J>erso11neL 

Our success depends on the continued efforts of our directors, executives and senior vice presidents, many of whom have worked with Audiovox for over two 
decades, as well as our other executive officers and key employees. We bave no employment contracts with any of our executive officers or key employees, 
except our President and Chief Executive Officer. 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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ln addttion, to support our continued growth, we must effccttvely recruit, develop and retam additional qualified personnel both domestically and 
intemationally. Our inability to attract and rel<lin necessary qualified personnel could have a material advctsc effect on our business 

We Are Responsible for Product Warranties and Deji,rts. 

Even though we outsourcc manufach1ring, we provide warranties for all of our products for wbich we have provided an esttmated liability. Therefore, we arc 
highly dependent on the quality of our suppliers' products. 

Our Capital Resources May Not Be Sufficient to Meet Our Future Capital and Liquidity Requirements. 

We believe that 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, or 
our borrowing base or restrictive covenants may not provide sufficient credit. 

Our Stock Price Could Nuctuate Significantly; 

The market price of our common stock could fluctuate significantly in response to various factors and e"ents, 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 perfom1ance of particular companies. These market fluctuations may also have a material adverse effect on the market price of our common stock. 

John J. Shalam, Our Chairman, Owns a Significant Portion of Our Common Stock and Can Exercise Control over Our Affairs . 

Mr. Shalam beneficially owns approximately 54% of the combined voting power of both classes of common stock. TI1is will allow him to elect our Board of 
Directors and, in general, to 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. Both classes vote together as a single class, except in certain 
circumstances, for the election and removal of directors 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 commil!ec 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 itJdependent directors or a nominating 
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committee cornposcJ snldy of indepcnJt:ul din:dors. Alilwugh we do nol tnaintam a nommating committee, the Company notes that at the present time, we dn 

maintain a majority of independent directors; we maintain a compensation conunittcc comprised solely of independent directors who approve executive 
compensation; and, the recommendations for director nominees arc governed by a majority of independent dircctms. However, clc<:lion ofthc "controlled 
company" exemption under NASDAQ rules allows us to modify out post liOn at any time 

Othl'Y Risks 

Other risks and uncertainties include: 

changes in U.S federal, state and local law, 
our ability to implement operating cost structures that align with revenue growth, 
trade sanctions against or for foreign countries, 
success fit! 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. 

Item 1 B-Unresolved Staff Comments 

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-Propcrties 

Our Corporate headquarters is located at !80 Marcus Blvd. in Hauppauge, New York. In addition, as of February 28, 20 II, the Company leased a total of 
21 operating facilities or offices located in 9 states as well as Germany, China, Canada, Venezuela, Mexico, Hong Kong and England. The leases have been 
classified as operating leases, with the exception of one, which is recorded as a capital lease. These facilities are located in Florida, Georgia, New York, Ohio, 
Nevada, Virginia, Illinois, Indiana and Michigan. These facilities serve as offices, warehouses, distribution centers or retail locations. Additionally, we utilize 
public warehouse facilities located in Virginia, Nevada, Ohio, Illinois, Indiana, Mexico, Germany and Canada. 

Item 3-Legal Proceedings 

The Company is cunently, 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 believes its outstanding litigation matters will not have a material adverse effect on the 
Company's financial statements, individually or in the aggregate; however, due to the uncertain outcome of these matters, the Company disclosed these 
specific mailers below: 

Certain consolidated class actions transferred to a Multi-District Litigation Panel of the United States District Court of the District of Maryland agaitlSt the 
Company and other suppliers, manufacturers and distributors of hand-held wireless telephones alleging damages relating to exposure to radio frequency 
radiation from hand-held wireless telephones are still pending. No assurances regarding the outcome of this matter can be given, as the Company is unable to 
assess the degree of probability of an unfavorable outcome or estimated loss or liability, if any. Accordingly, no estimated loss has been recorded for the 
aforementioned case. 

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 its suppliers or 
distributors, of third party 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 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-Removcd and Reserved 

None 
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PART II 

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

Securities 

M:1rket Information 

lbe Class A Common Stock of Audiovox is traded on the Nasdaq Stock Market under the symbol "VOXX". The followrng table sets for1h the low and high 
sale piice of our Class A Conunon Stock, based on the last daily sale in each of the last eight fiscal quarters: 

Year ended February 28, 20 II 

First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

Year ended February 28, 2010 

Fifst Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

Dividends 

$ 

$ 

High 

9.73 

8.54 

7.45 

8.91 

High 

6.45 

7.98 

7.91 

7.49 

Low 

$ 7.38 

6.21 

6.33 

6.99 

Low 

$ 2.13 

5.55 

6.08 

6.29 

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 suiplus, 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 recently negotiated credit 
agreement (see Note 6(a)). 

Holders 

111ere are approximately 814 holders of record of our Class A Common Stock and 4 holders of Class B Convertible Common Stock. 

Issuer Purchases of Equity Securities 

In September 2000, we were authorized by the Board of Directors to repurchase up to 1,563,000 shares of Class A Conunon 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 Class A Common Stock 
in the open market in connection with the Program. As of February 28, 20 II, the cumulative total of acquired shares (net of reissuances of 6,895) pursuant 
to the program was 1,817,832, with a cumulative value of $18,3 76 reducing the remaining authorized share repurchase balance to $1,738,263. During the 
year ended February 28, 20 II, the Company did not purchase any shares. . 

rcrformancc Graph 

TI1e following table compares the annual percentage change in our cumulative total stockholder return on our common Class A common stock during a period 
commencing on Febmary 28, 2006 and ending on February 28, 2011 with the cumulative total return of the Nasdaq Stock Market (US) Index and our SIC 
Code Index, during such period. 
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item 6-Sclected 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 Fonn 1 0-K. 
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Ye:tr Yc:tr Yc:1r Yc:tr Yc~1r 

Ended Ended Ended Ended Ended 

February 28, Fcbrua ry 29, February 2H, 
February 28, 20 II ZOIO (4} February 28, 2009 2008 (3} 2007 (2} 

Consolidated Statement of Operations Data 

Net sales (I) $ 561,672 $ 550,695 $ 603,099 $ 591,355 $ 456,690 

Operating income (loss) (I) 9,017 3,760 (53,443) 4.422 (5.077) 

Net income (loss) from continuing operations ( l) 23,031 22,483 (71,029) 6,746 3,692 

Net income (loss) from discontinued operations 
(5) I, 719 (756) 

Net income (loss) $ 23,031 $ 22,483 $ (71,029) $ 8,465 $ 2,936 

Net income (loss) per common share from 
continuing operations: 

Basic $ 1.00 $ 0.98 $ (3.11) $ 0.29 $ 0.16 

Diluted $ 1.00 $ 0.98 $ (3.11) $ 0.29 $ 0.16 

Net income (loss) per common share: 

Basic $ 1.00 $ 0.98 $ (3. I 1) $ 0.37 $ 0.13 
Diluted $ 1.00 $ 0.98 $ (3.11) $ 0.37 $ 0.13 

,· .~ .. ' 

As of As of 

.• .. As of February 28, Febr~ary29 February 28, 

2011 2010 2009 2008 2007 

Consolidated Balance Sheet Data · '·:"(: ... :· ' . . : :' ~ 

Total assc:ts 
.,,). $ 50~,097 $ 488,978 .. ·~ .. 'Ml;f96. ;s ····· ·~.33,0~6 $ 499,120 

Working c~pital 258,528 239,787 241,080 275,787 305,960 

Long-term obligations .25,849 32,176 .· .. 31;651.·· 27,260 22,026 

Stockholders' equity 392,946 364,263 340,502 423,513 404,362 

(I) Amounts exclude the fmancial results of discontinued operations. 
(2) 2007 amounts reflect the acquisition ofThomson Accessory business. 
(3) 2008 amounts reflect the acquisition ofOehlbach, lncaar, Teclmuity and TI10mson NV. 
(4) 2010 amounts reflect the acquisition of Schwaiger and Invision (see Note 2 of the Notes to Consolidated Financial Statements). 
(5) 2008 amount reflects the proceeds associated with the May 2007 detivativc settlement net of administrative and legal fees, and taxes. 

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

'Ibis section should be read in conjunction with the "Cautionary Statements" and "Risk Factors" in Item I A of Part I, and ftcm 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. TI1is 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 Fcbntary 28, 2011 compared to the years ended February 28, 2010 and 
F cbruary 28, 
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2009. \V~ 1/H~n pr(widc <'!!1 rm;·dysts of changes 1h our bal3nc.: :;hcct and cash 11crvv:\, and discuss our findnl.,;d L:uwJJJiiuJt:JliS 11·1 ihl· sections cntllicJ "LtquH .. hty 
and Capital Resources, rncluding Contractual and Commercial Commitnwnts". We conclude this MD&A with a discussion of"Relatcd Party Transactions" 
and "R~ccnt /\ccounting Pronouncements.". 

Segtnent 

We have detennincd that \VC operate in one reportable segment, the Electronics Group, based on review of ASC n:o "Segment Reporting" ("i\SC 2XO"). The 
characteristics of our operatwns that are relied on in making and reviewing business decisions include the sunilanties in our products, the corrunonality of our 
customers, suppliers and product developers across multiple brands, our unified marketing and distribution strategy, our centralized inventory management 
and iogistics, and tire nature ofrhc tinancial infonnation used by our Executive Officers. Management reviews the financial results of the Company based on 
the pcrfonna11ce of the Electronics Group. 

Outlook 

The Company's domestic and international business is subject to retail industry conditions and the sales of new and used vehicles. The current worldwide 
economic condition has adversely impacted consumer spending and vehicle sales. [fthe global macroeconomic environment continues to be weak or 
detetiorates further, this could have a negative effect on the Company's revenues and earnings. In an attempt to offset the current market condition, the 
Company has reduced its operating expenses and has been introducing new product to obtain a greater market share. The Company continues to focus on cash 
flow and anticipates having sufficient resources with its recent negotiated credit agreement, to operate during Fiscal 2012 and 2013. 

Rusin~ss Ovcrvic-..v and Strategy 

Audiovox Cmporation ("Audiovox", "We", "Our", "Us" or "Company") is a leading international distributor and value added service provider in the 
accessory, mobile and conswner electronics industries. We conduct our business through seventeen wholly-owned subsidiaries. Audio vox 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. 

Over the last several years, we have focused on our intention to acquire synergistic businesses with the addition of seven new subsidiaries. These subsidiaries 
helped us to expand our core business and broaden our presence in the accessory and OEM markets. Our recent acquisition of fnvision has provided the 

model while leveraging overhead and exploring specialized niche markets in the electronics industry. 

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, teclmological 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 
fu~~ . 

Acquisitions 

We have acquired and integrated several ac<juisitions which are outlined in the Acquisitions section of Part I and presented in detail in Note 2. 

Divestitures 

On November 7, 2005, we completed the sale of our majority owned subsidiary, Audio vox Malaysia ("A VM"), to the then current minority interest 
shareholder due Lo increased competition from non-local OEM's and deteriorating credit quality of local customers. We sold our remaining equity in A VM in 
exchange for a $550 promissory note and were released from all of our Malaysian liabilities, including bank obligations resulting in a loss on sale of$2,079. 
In fiscal 20 II, the Company settled the note for$ I 00. The balance of $303 was written off to Other Income during fiscal 20 II. 

Net Sales Growth 

Net sales over a five-year period have increased 0.8% from $539,716 for the year ended November 30, 2005 to $561 ,6 72 for the year ended Febmary 28, 
2011. During this periorl, our sales were impacted by the following items: 
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the mtroduction of new products and lines such as port"ble DVD pl"ycrs. s"tcllitc radio. digital antenna' and mnbile mult1-mcdta devices. 
acqtus1tion of lnvis10n's mobile entertainment business, 
acquis1t1on of Schwaiger's accessory business, 
acquisition of Thomson's Americas consumer electronics accessory business, 
acqu1s1tion of Oehlbach 's accessory business, 
acqu1s1tion of lncaar's OEM business, 
acquisition of Teclmuity's accessory business, 
acquisition of Thomson's audio/video business, 
acquisition ofTerk Technologies, 
acquisition of Recoton and growth in Jensen sales. 

Partially offset by: 

TI!C discontinuance of various high volume/low margin product lines such as navigation, GMRS radios and flat-panel TV's, 
volatility in core mobile, consumer and accessories sales due to increased competition, lower selling prices and the decline in the national and global 
economy. 

Critical Accounting Policies and Estimates 

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 ftnaneial 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 of passage of title and risk of loss to the customer either at FOB Shipping Point or FOB Destination, based 
upon terms established with the customer. Any customer acceptance provisions, which arc 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 do accept returns of products, 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 and any notification we receive of pending returns. 

Sales Incentives 

We offer sales incentives to our customers in the form of (I) co-operative advertising allowances; (2) market development fimds; (3) volume incentive rebates 
aud (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") and claims are settled either by the customer 
claiming a deduction against an outstanding account receivable or by the customer requesting a check. All costs associated with sales incentives arc classified 
as a reduction of net sales, and the following is a summary of the various sales incentive programs: 

Co-operative advertising allowances are offered to customers as a reimbursement towards their costs for print or media advertising in which our product is 
featured on its own or in conjunction with other companies' products. The amount offered is either a fixed amount or is based upon a fixed percentage of sales 
revenue or fuced amount per unit sold to the customer during a specified time period. 

Market development fund~ are offered to customers in connection with new product launches or entrance into new markets. The amount offered for new 
product launches is based upon a fixed amount or fixed percentage of our sales revenue to the customer or a fixed amount per unit sold lo the customer during a 
specified time period. We accrue the cost of co-operative advertising allowances and market development funds at the later of when the customer purchases our 
products or when the sales incentive 
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Volume inccnttvc rebates offered to customc" require that minimum quantities of product be purchased during a specified pctuld uftime. The amount offered 
IS ell her based upon a lixcd pctcentagc of our sales revenue to the customer or a fixed amount per unit sold to the custorncr. We make an c,;~irnatc or the 
ulllmatc amount of the rebate custoJJlcrs will cam based upon past history with the customer and other facts and circumstanct~s \Vc h:lve the ability to cslimatc 

these volume inc12ntivc rc-butcs, as lllcre dol':-; not exist a relatively long period of time for a patticular rebate to ht: clairnt~d Any cll(lnges tn the estimated ;Jmount 

orvolunw inc~.~nttvc rcbdk.S ;:ue recognized munediately using a cumulative catch-up adjusllnent. 

Other tiade allowances arc additional sales incentives that we provide to customers subsequent to the related revenue being recognized. In accordance with ASC 
605·50, we record the provision for these additional sales incentives at the later of when the sales incentive is offered or when the related revenue is recognized. 
Such additional sale' incentives arc based upon a lixed percentage of the selling price to tue customer. a lixed amount per unit, or a lump-sum amount. 

The accrual balance for sales incentives at February 28, 2011 and 2010 was $ l I .~81 and $10,606, 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 signilicant impact on the liability for sales incentives and reported operating results. 

We reverse earned but unclaimed sales incentives based upon the expiration of the claim period of each program. Unclaimed sales incentives that have no 
specilied claim period are reversed in the quarter following one year from the end of the program. We believe that the reversal of earned but unclaimed sales 
incentives upon the expiration of the claim period is a disciplined, rational, consistent and systematic method of reversing unclaimed sales incentives. 

Forthc years ended February 28, 20 l ! , 2010 and 2009, reversals of previously established sales incenti,•e liabilities amounted to $1,725, $2 ,55 9 and 
$4,0R3, respectively. These reversals include unearned and unclaimed sales incentives. 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. Reversals of unearned sales incentives for the 
years ended February 28,2011, 2010 and 2009 an1ounted to $977, $1,369 and $1,664, respectively. Unclaimed sales incentives arc sales incentives earned 
by the customer but the customer has not claimed payment within the claim period (period after program has ended). Reversals of unclaimed sales incentives 
for the years ended February 28, 20 II, 2010 and 2009 amounted to $748 1 $I, I 90 and $2,419, respectively. 

Accounts Receivable 

We perfonn ongoing credit evaluations of our customers and adjust credit limits based upon payment history and current credit worthiness, as detem1ined 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. We record charges for estimated credit losses against opemting 
expenses and charges for price adjustments against net sales in the consolidated financial statements. The reserve for estimated credit losses at February 28, 
2011 and 2010 were $6,179 and $5,742, respectively. While such credit losses have historically been within management's elCpectations and the provisions 
established, we cannot guarantee that we will continue to experience the same credit loss rates that have been experienced in ihc past. Since our accounts 
receivable arc concentrated in a relatively few number of large customers, a significant change in the liquidity or ftnancial position of any one of these 
customers could have a material adverse impact on the cnllectability of accounts receivable and our results of operations. 

Inventories 

We value our inventory at the lower of the actual cost to purchase (primarily on a weighted moving average basis, with a portion valued at standard cost) 
and/or the current estimated market value of tbe inventory less expected costs to sell the inventory. We regularly review inventory quantities on-hand and record 
a provision, in cost of sales, for excess and obsolete inventory based primarily from selling price reductions subsequent to the balance sbeet date, indications 
from customers based upon current negotiations, and purchase orders. A significant sudden increase in the demand for our products could result in a short
term increase in the cost of inventory purchases while a significant decrease in demand could result in an increase in the amount of excess inventory quantities 
on-hand: In addition, our industry is characterized by rapid technological change and frequent new product introductions that could result in an increase in the 
amount of obsolete iuveutory quantities on-hand. During the years ended February 28,201 I, 2010 and 2009, we recorded inventory write-downs of $3,911, 
$2,972 and$ i 3,8 i 8, 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 signtfJcant unanticipated 
changes 111 demand or technological developments could have a significant impact on the carrying value of inventory and our results of operations. 

Goodwill and Other lntan~ible A"ets 

(ioodwill and other intangible assets, which consists of the excess cost over fait value of assets acquired (goodwill) and other intangible assets (patents, 
contracts, trademarks and customer relationships) amounted to $1 06,562 at Febmary 2R, 20 II and $104,615 at February 2R, 20 I 0. Goodwill and other 
intangible assets are determined io accordance with ASC 805 "Business Combinations" ("ASC 805") and ASC 350 "Intangibles- Goodwill anrl Other" 
("ASC 350"), sec Goodwill and Other Intangible Assets (Note l(k)). 

Goodwill, is calculated as the excess of the cost of purchased businesses over the value of their underlying net assets. The Company has used the Discounted 
Future Cash Flow Method (DCF) as the principle method to detennine the Fair Value ("FV") of acquired businesses. The discount rate used for our analysis 
was 15.8%. A five-year period was analyzed using a risk adjusted discount rate. 

The value of potential intangible assets separate from goodwill are evaluated and assigned to the respective categories using certain methodologies (sec Note 
l(k)). Certain estimates and assumptions are used in applying these methodologies including projected sales, which include incremental revenue to be 
generated from the product markets that the Company has not been previously exposed to, disclosed future contracts and adjustments for declines in existing 
core sales; ongoing market demand for the relevant products; and required returns on tangible and intangible assets. In the event that actual results or market 
conditions deviate from these estimates and assumptions used, the future FV may be different than that determined by management and may result in an 
impainncnt loss. 

The Company categorizes its intangible assets between goodwill and intangible assets. Goodwill and other intangible assets that have an indefinite useful life 
are not amortized. Intangible assets that have a definite useful life are amortized over their estimated useful life. 

On an annual basis, or as needed for a triggering event, we test goodwill and other indefinite lived intangible assets for impairment (see Note I (k)). To 
determine the fair value of these intangible assets. there are many assumptions and estimates used that directly impact the results of the testing. We have the 
ability to influence the outcome and ultimate results based on the assumptions and estimates we choose. To mitigate undue influence, we set criteria that are 
reviewed and approved by various levels of management. Additionally, we may evaluate our recorded intangible assets with the assistance of a third-party 
valuation fum, as necessary. All reports and conclusions are reviewed by management who have ultimate responsibility for their content For Fiscal 20 II 
and Fiscal2010, management determined that its intangible assets were not impaired. The goodwill balance is attributable to our purchase oflnvisioo, whose 
purchase price was fmalized in the fourth quarter ofFiscal201l. Management reviewed the performance oflnvision since our acquisition and determined that 
our goodwill is not impaired. 

Determining whether impairment of indefmite lived intangibles has occurred requires an analysis of each identifiable asset. If estimates used in the valuation of 
each identifiable asset proved to be inaccurate based on future results, there could be additional impainnent charges in subsequent periods. 

Warranties 

We offer warranties of various lengths depending upon the specific p~oduct. 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. TI1e estimated liability for future warranty expense, which has been included in accrued expenses and 
other current liabilities, amounted to $5,9 56 and $7,853 at February 28, 2011 and 2010, respectively. 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 product~. could have a material 
adverse impact on our operating results. 

Stock-Based Compensation 

As discussed further in "Notes to Consolidated Financial Statements- Note l{t) Accounting for Stock-Based Compensation," we adopted ASC 718, 
(formerly FAS No. 123(R)) on December 1, 2005 using the modified prospective method. Through November 
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30, 2005 w~ ac(..,iijfill:J fu, OLH s!uck option plans under the intnnSIC vaiuc method and as a result no compensation costs had been recognized in our historical 

consolidated statements of operations. 

We have used and C.\pcctto continue to usc the Black-Scholes option pricing model to compute the estimated f:1ir value of stock-based awards. The Bhck
Scholcs option pricing model includes assumptions regarding dividend yields, expected volatility, expected option tenn and risk-free interest rates. The 
assumptions used 111 computmg the fair value of stock-based awards rdlect out best estunates, but involve tmcct1aintics rclattng to market and other 
conditwns, many of winch arc outside of our control. We esllmate 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 tenn of stock-based compensation awards. As a result. if other 
assumptions or estimates had been used for options granted in the current and prior periods, the stock-based compensation expense of $1 ,284 that was 
recorded for the year ended february 28, 20 II could hove been materially different. Furthermore, if different assumptions arc used in future periods, stock
based compcnsallon expense could be materially impacted in the future. 

Income Taxes 

We account for income taxes in accordance \!lith 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. 

During Fiscal 20 II, the Company recorded an income tax benefit of $16.3 million through a partial reduction of its valuation allowance as a signi licant 
portion of its deferred tax assets became realizable on a more-likely-than-not basis as a result of current operating results and forecasts of pre-tax earnings. The 
Company maintains a valuation allowance against deferred tax assets in certain foreign jurisdictions and with respect to its foreign tax credits and various 
investments which are more likely than not to generate capital losses in the f.:ture. Any further 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. 

Since March I, 2007, the Company accounted for uncertain tax positions in accordance with the authoritative guidance issued under ASC 740, which 
addresses the detem1ination of whether tax benefits claimed or expected to be claimed on tax returns 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 fmancial statements from such position should be 
measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate settlement. llte Company provides loss 
contingencies for federal, state and international tax matters relating to potential tax examination issues, planning initiatives and compliance responsibilities. 
The d:";.-dvp~·:::;:t of th·:s~· rese;v.z.s r-:quirts jud~u:.;;ut::; ::L~ut t::~ i~st:e:, pct:nti:!l cut::c::!e~ ::1d :L~ing, ._._,h!:;h if diffe:-e:!t, ~ay mn.teri~~ly impl!Zt 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. 

Results of Operations 

Included in Item 8 of this annual repott on Form 10-K arc the consolidated balance sheets at February 28, 20 II and 2010 and the consolidated statements of 
operations, consolidated statements of stockholders' equity and consolidated statements of cash flows for the years ended February 28, 2011, 2010 and 2009. 
In order to provide the reader meaningful comparison, the following analysis provides comparison of the audited year ended February 28,2011 with the 
audited years ended February 28, 2010, and 2009. We analyze and explain the differences between periods in the specific line items of the consolidated 
statements of operations_ 

Year Ended February 28, 20ll.Compared to the Years Ended February 28, 2010 and February 28,2009 

Continuing Operations 

The following table sets forth, for the periods indicated, certain Statement of Operations data for the years ended february 28, 2011 ("Fiscal 2011"), 
Febmary 28,2010 ("Fiscal 2010") and February 28,2009 ("Fiscal2009"). 
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Fiscal Fiscal Fiscal 

201 I 2010 Z009 

Electronics $ 4 l 5,167 $ 375,021 s 449,•131 

/\ccessonc:i 146.505 175,674 153.666 
----

Total net sales $ 561,672 $ 550,695 s 60J,099 

Fiscal 20/1 

Electronics sales, which include both mobile and consumer electronics increased $40, l 46 in Fiscal 20 II. Tit is is a result of the recent acquisition of In vision 
which accounted for approximately $47 million, and the favorable increase in our other OEM groups as a result of new product offerings and increased 
automotive sales. Revenue increased in our security groups due to new product introduction and strong remote start sales. finally, video sales were also up as a 
result of increased sales in the automotive market. This was partially offset by a decline in Flo TV sales due to Qualcomm's withdrawal !rom the direct TV 
market; a decline in satellite radio sales as a result of streamlined SKU's; product shortfalls as a result of a transition to new products and vendors in the 
portable DVD market; slower sales in our audio line and consumer good products including camcorders, clock radios and voice recorders. 

Accessories sales decreased $29,169. This group was impacted by slower retail sales for products utilizing our accessory products at the retail level such as 
digital cables and antennas. The group has added a more diverse group of customers, however, the general economy bas had an impact on sales. These 
declines were partially offset by our recent acquisition of Schwaiger which was present for all of Fiscal 20 I l. 

Fiscal 2010 

Electronics sales, which include both mobile and consumer electronics declined $74,412 in Fiscal 2010. The Company had anticipated the decline based on 
economic conditions and adjusted its inventory positions accordingly. In Fiscal 2009, the Company announced its decision to exit various high volume/low 
profit product categories including flat-panel TV's, portable navigation, GMRS and certain digital picture frames. In Fiscal 2010, only residual inventories 
were sold. '!be Company chose not to participate in a number of seasonal promotions in both the digital and portable DVD categories due to insufficient 
margins. We partially offset these declines through increased satellite sales as a result of a new agreement with Sirius/XM and the introduction of our Flo-TV 
product I in e. 

Accessories sales increased $22,008 due to the Schwaiger acquisition and the introduction of new products and new customers. These increases were partially 
offset by lower digital antennae sales caused by high load-ins in Fiscal 2009. 

Sales incentive expenses_ were $26,2 79, $27,070 and $19,794 for Fiscal 20 I l, 2010 and 2009, respectively, which included reversals for unclaimed and 
unearned sales incentives of $1,725, $2,5 59 and $4,083, respectively. We believe the reversal of unearned and earned but unclaimed sales incentives upon 
the expiration of the claim period is a disciplined, rational, consistent and systematic method of reversing unearned and earned but unclaimed sales incentives. 
1l1cse sales incentive programs arc expected to continue and will either increase or decrease based upon competition and customer demands. 

Gross Profit 

Fiscal Fiscal Fiscal 

2011 2010 2009 

Gross profit $ . I 123,937 $ 106,751 $ .. · 100,268 
Gross margin percentage 22.1% 19.4% 16.6% 

Fisca/2011 

Gross margins for Fiscal 201 l increased 270 basis points as a result of improved margins throughout our product lines; a shift in product mix as products 
moved to OEM and security and Jess dependence on consumer electronics sales; lower freight and warehousing costs as a result of i) a logistics reconfiguration 
for product distribution, ii) the closing of a public warehouse, and iii) the renegotiation of an existing public warehouse contract; and the realization of a full 
year's sales from our Invision acquisition. 

Fisca/2010 
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Gross margins for Fiscal 2010 increased 2~0 bas1s points due to the introduction of new products, the Company's Schwaiger acquisition, improvement in 
inventory provisions related to obsolescence, and the absence of inventory w1itc-downs associated with the exit of our portable navigation category, wh1ch 
negatively i1npacted our 111ar~1ns durinp, Fiscal 2009. ,\sa result of our cosl·containmcnt effons, we have lowered our invcn10ry handling costs 

Oeeralinz J-:xpenscs (llid Operating Income I (Loss) 

Operating Expenses: 

Selling 

General and administrative 

Goodwill and intangible asset impairment 

Engineering and teclUiical suppo11 

Total Ope1ati'!g Exrenscs 

Operating income (loss) 

Fisca/2011 

.$ 

$ 

Fiscai 
2011 

34,517 $ 

68,469 

11,934 

114,920 $ 

9,017 $ 

Fiscal Fiscal 

2010 ltJU9 

30,147 $ 33,505 

63,D63 70,870 

38,814 

9,781 10,522 

102,991 $ 153,711 

3,760 $ (53,443) 

Operating expenses increased $11,9 29 in Fiscal 2011 as compared to Fiscal 2010 primarily due to our In vision acquisition which added approximately 
$8,300 in overhead year over year; an increase in professional fees of approximately $3,000, as a result of i) approximately $990 in KJipsch acquisition fees, 
ii) increased legal fees as a result of defense of royalty rights and infringements, and iii) increased audit fees as a result of Company expansion; and the return 
of L~mporary salary reductions to all employees at the vice president levelnnd above. The Company also experienced increases in advertising and trade show 
expenses in our International operations of approximately $900, and $830 in higher bad debt provisions primarily as a result of the finalization of a 
bankruptcy settlement and increasecl reserves for'\ r.P.rtait:l r:•.J~!omer. 

Fisca/2010 

Operating exp.::nsc:s decreased $50,720 in Fiscal 2010 as compared to Fiscal 2009. The decrease in total operating expenses for the comparable periods was 
primarily due to the absence of the goodwill and intangible asset charge of$38,814 in Fiscal 2009. Further decreases were realized through the overhead 
reduction program and cost containment efforts the Company instituted in t!J.e second half of Fiscal 2009, which included a one time charge of approximately 
$1 million related to these efforts. These programs addressed cost containment in all areas of the Company. Overall employee hcadcount was reduced by 
approximately 18% prior to the Schwaiger and In vision acquisitions. Additional savings were realized in the majority of the Company's expense categories 
including advertising, occupancy, employee benefits, professional fees and travel and entertairunent. Bad debt expense decreased for the comparable periods as 
a result of lower provisions recorded due to reversals associated with improved customer positions. Expenses for Fiscal 2010 were impacted by approximately 
$5,640 by the incremental costs associated with the issuance of stock options and warrants and the acquisition of the Schwaiger and In vision operations 
during the second half of the year. In the fourth quarter, the Company returned the 10% temporary salary reduction to all employees below the level of vice 
president Executive management elected not to participate. The Company continues to review and analyze its overhead in relationship to its revenue. If 
necessary, further revisions to our overhead structure will be implemented. 

Other Jncome/(/;'xpense) 
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Interest and hank charp,es 

Equity m mcome of equity invcstecs 
Gain on bargain purchase 

Other, net 

Total other income (expense) 

Fiscal 20// 

$ 

$ 

Fiscal 

20 II 

(2,630) $ 

2,905 

3.204 

3,479 $ 

Fiscal Fiscal 

2010 l009 

(I ,556) s (I ,817) 

I ,657 975 

5,418 

I ,876 (I ,669) 

7,395 $ (2,511) 

Other income decreased $3,916 primarily as a result of the $5,400 gain on bargain purchase from the Company's Schwaiger acquisition and a gain recorded 
on a foreign exchange contract both recorded in Fiscal 2010, and a Joss of approximately $300 associated with the write-off of a portion of a notes receivable 
recorded in connection with the Company's divestiture of its Malaysian operation, partially offset by the net foreign el(cbange gain on U.S. dollar denominated 
assets and liabilities in Venezuela and an other-than-temporary impairment of $1.5 million on a investment of the Company. 

Interest and bank charges increased due to interest recorded to accrete contingent consideration and future liabilities recorded in connection with our 
acquisitions. 

Equity in income of equity investees increased due to increased equity income of Audiovox Specialized Applications, Inc. (ASA) as a result of improved sales 
and profitability due to improvements in the commercial and RV sector of its business. 

Fisca/2010 

Other income increased $9,906 primarily as a result of a $5,400 gain on bargain purchase from the Company's Schwaiger acquisition, and the absence of 
charges associated with a vendor bankruptcy in tbe prior year, and a gain recorded on a foreign el(change contract, partially offset by an other-than-temporary 
impairment on an equity investment of the Company. 

Interest and bank charges decreased due to the reduction of debt in our international subsidiaries. 

Equity in income of equity investees increased due to increased equity income of Audiovox Specialized Applications, Inc. (ASA) as a result of cost 
containment efforts and improved sales. 

Income Tax Provision 

The effective tax rate in Fiscal 2011 was an income tax benefit of (84.3)% on pre-tax income from continuing operations of $12,496 as compared to a benefit 
of (101.5)% on a pre-tax income of $1 I, 155 from continuing operations in the prior year. 

The effective tax rate in Fiscal 20 II was lower than the statutory tax rate due the Company's ability to record an income tax benefit as a significant portion of 
the Company's deferred tax assets became realizable on a more-likely-than-not basis based on current opera tine results and forecasts of pre-tax earnings and 
U.S. taxable income. 

The effective tax rate in Fiscal 2010 was lower than the statutory rate due the Company's ability to record an income tax bencftt through a reduction in its 
valuation allowance of $10.1 million in connection with the carryback of certain net operating losses as a result of new legislation enacted in Fiscal20 I 0, and 
the recognition of $4.6 million of uncertain tax positions as the result of the expiration of various statute of limitations. 

Net Income 

The following table sets forth, for tbe periods indicated, selected statement of operations data beginning with operatinc income (loss) from continuing 
operations to reported net income (loss) and basic and diluted net income (loss) per conunon share: 
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Operating income (loss) 

Other income (loss), net 

Income (loss) from contiJJuing oper<llions before t!lcornc taxes 

Income tilx benefit (expense) 

Net income (loss) 

Net income (loss) per conunon share: 

Basic 

Diluted 

$ 

$ 

$ 

Fiscal 

2011 

'!,017 $ 

3,479 

12,496 

10,535 

23,031 $ 

1.00 $ 

1.00 $ 

Fiscal Fiscal 

ZOIO 2009 

3,760 $ (53,443) 

1,395 (2,'i II) 

II, I 'l5 (55,954) 

11,328 ( 15,075) 

22,483 $ (71 ,029) 

0.98 $ (3.11) 

0.98 $ {3. II) 

In Fiscal 201 I, net income was favorably impacted by the net tax benefits of approximately$[ 0,500 as a result of a partial reduction of a valuation allowance 
on deferred taxes. During Fiscal 2010, the Company was impacted by several non-standard charges related to the economy, market conditions, customers and 
other events as outlined in the Annual Report for Fiscal 2010. Net income (loss) was also favorably impacted by sales incentive reversals of $1,725 ($0 after 
taxes), $2,559 ($0 aftertaxes) and $4,083 ($0 aftertaxes) in Fiscal 2011, 2010 and 2009, respectively. 

Liquidity and Capital Resources 

Cash Flows Commitments and Obligations 

As of February 28,2011, we had working capital of $258,528 which includes cash and cash equivalents of$98,630 compared with working capital of 
$239,787 at February 28, 2010, which included cash and cash equivalents of$ 69,5 1 L During the fiscal year, the Company sold its investment in auction 
rate securities, bought and sold an investment in mutual funds, collected on a put option associated with the bankruptcy of a customer, and had improved 
collections on accounts receivable. These increases were partially offset by a reduction in inventory movements and a decrease in accounts payable and 

income on our investments to fund the current operations of the business. However, we may utilize aU or a portion of current capital resources to pursue other 
business opportunities, including acquisitions or pay down our debt, The following table summarizes our cash flow activity for all periods presented: 

Year Year Year 
Ended Ended Ended 

February 28, Fcbmary 28, I<ebruary 28, 
2011 2010 2009 

Cash ~rovided by (used in); 
Operating activities s 32,130 $ 28,222 $ 30,006 

Investing activities 1,420 (25,009) (3,991) 
Finand;,g' activitks (4,382) (1,222) 4,655 

Effect of exchange rate changes on cash (49) (1,984) (507) 

Net increase in cash and cash equivalents $ 29,119 $ 7 $ 30,163 

Operating activities provided cash of $32,130 for Fiscal 20 II 'from: i) net income generated from operations of $23,03!, and depreciation and amortization of 
$7,865, and ; ii) decreased accounts receivable due to improved collections; partially offset by increased inventory and decreased accounts payable and 
accrued expenses due to the timing and payment of invoices and expenses. 

Investing activities provided cash of $1,420 during Fiscal 20 ((,primarily due to the sale of its auction rate securities, partially offset by capital expenditures. 

Financing activities used cash of $4,382 during Fiscal 201 I, primarily from the repayment of the Suntrust loan and bank obligations 
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As of Feb mary 28, 20 II. we had a domestic three-year crccht facdtty to fund the temporary short-term workwg capital needs of the Company which allowed 
aggregate botTowings of up to $15,000 at an interest rate of LillO!( plus 3.5%. This facility was tetminatcd and replaced as indicated below on March I, 
2011 

As of Match \, 20 II, the Company has a tevolviug crcdn hcilit y (the "C:redn Facility") with an aggregated committed availability of up to $1 75 mill ton (the 
"Maxunum Credit"). This amount may be increased at the option of the Company up to a maximum of$200 million. The Credit Facility includes a $25 
million sublimit for issuances of letters of credit and a $20 million sublimit for Swing Loans. 

The Company may botTow under the Credit Facility as needed, provided the aggregate amounts outstanding will not exceed 85% of cenain eligible accounts 
receivable, plus 65% of ccnain eligible inventory balances Jess the outstanding amounts for Letters of Credit Usage, if applicable. ll1is amount may be 
funher reduced by the aggregated amounts of reserves that may be required at the reasonable discretion of Wells Fargo in its role as the Administrative Agent. 

Generally, the Company may designate specific bonowings under the Credit Facility as either Base Rate Loans or UBOR Rate Loans, except that Swing 
Loans may only be designated as Base Rate Loans. Loans designated as LIOOR Rate Loans shall bear interest at a rate equal to the then applicable LlBOR rate 
plus a range of2.25- 2.75% based on excess availability in the bonowing base. Loans designated as Base Rate loans shall bear interest at a rate equal to the 
base rate plus an applicable margin ranging from 1.25 - I. 75% based on excess availability in the borrowing base. 

All amounts outstanding under the Credit Facility will mature and become due on March l, 2016. The Company may prepay any amounts outstanding at 
any time, subject to payment ofcenain breakage and redeployment costs relating to LIB OR Rate Loans. The commitments under the Credit Facility may be 
inevocably reduced at any time without premium or penalty. 

The Credit Agreement contains covenants that limit the ability of ccnain entities of the Company to, among other things: (i).incur additional indebtedness; (ii) 
incur liens; (iii) merge, consolidate or exit a substantial ponion of their business; (iv) transfer or dispose of assets; (v) change their names, 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 transactions with an Affiliate of certain entities of the Company; (xiii) use 
proceeds for cenain items; (xiv) issue or sell any of their stock; and/pr (xv) consign or sell any of their inventory on cenain terms. 

In addition, at any time that Excess Availability falls below 12.5% of the Maximum Credit, the Company must maintain a minimum Fixed Charge Coverage 
Ratio for certain entities, of not less than 1.0:1.0 until such lime as Excess Availability has equaled or exceeded 12.5% of the Maximum Availability at all times 
for a period of thirty (30) consecutive days. 

The Credit Agreement contains customary events of default, including, without limitation: failure to pay when due principal amounts in respect of the Credit 
Facility; failure to pay any interest or other amounts under the Credit Facility for a period of three (3) business days after becoming due; failure to comply with 
certain agreements or covenants in the Credit Agreement; failure to satisfy certain judgments against a Loan Party or any of its Subsidiaries; certain insolvency 
and bankruptcy events; and failure to pay when due cenaia indebtedness in principal amount in excess of$5 million. 

The Obligations under the Credit Facility are secured by a general lien on and security interest in substantially all of the assets of cenain entities of the 
Company, including accounts receivable, equipment, real estate, general intangibles and inventory. The Company has guaranteed the obligations of ail entities 
under the Credit Agreement. 

On March I, 2011, the Company borrowed approxin1ately $89 million under this credit facility as a result of its stock purchase agreement related to Klipsch 
Group, Inc (see Subsequent Event footnote, note 15, in this Fom1 l OK). 

In addition, Audiovox Gem1any has accounts receivable factoring arrangements totaling 16,000 Euro, a 4,000 Euro Asset-Based Lending ("ABL") credit 
facility and a 2,000 credit line. 

Certain contractual cash obligations and other commercial commitments will impact our shmt and long-term liquidity. At Febmary 28, 201 I, such 
obligations and conunitments arc as follows: 
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Contrac~ual Cash Obligations 

Capital lease obi igation (I) 

Operating leases (2) 

Total contractual cash obligations 

Other Commercial Commitments 

Bank obligations (3) 

Stand-by letters of credit (4) 

Commercial letters of credit (4) 

Debt (5) 

Contingent cam-<>ut payments and other (6) 

U~conditiooal purchase obligations (7) 

Total commercial commitments 

Total 

s 9.8X5 j, 

11,201 
--------
$ 31,086 $ 

Total 

Amounts 

Committed 

$ 1,902 $ 

2,817 

8,464 

6,977 

59,885 

$ 111,132: $ 

Payments Due by Period (8) 

r"~" than 1-J 4-5 After 

Year Years Years 5 \'ears 

534 s I, 148 $ 1,148 $ 7,055 

4,825 6,033 4,237 6,106 

5,359 $ 7,181 $ ),385 $ 13,!61 

Amount of Commitment Expiration per period 

Less than 1-3 4-5 After 

l Year Years Years 5 years 

1,902 $ $ $ 

2,817 

l 

2,569 5,895 

2,308 3,896 773 

59,885 

74,841 $ 16,972 $ .. 6,158 $ 13,161 

(l) Represents total payments (interest and principal) due under a capital lease obligation which has a current (included in other current liabilities) and long 
term principal balance of$102 and $5,348, respectively at Febmary 28,2011. 

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

(3) Represents amounts outstanding under the Audiovox Germany factoring agreement at February 28, 20 II. 

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

(5) Represents amount~ outstanding under term loan agreements in cmmection with the Oehlbach and lnvision acquisitions. This amount also includes 
amounts due under a call-put option with certain employees of Audiovox Germany. 

(6) Represents contingent payments and other liabilities in cotmcction with the Thomson Accessory, Och1bach and In vision acquisitions (sec Note 2 of the 
Consolidated Financial Statements). 

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

(8) At February 28, 20 II, the Company had unrecognized tax benefits of $:J.3 :J5, including $1,738 of excess tax benefits for stock-compensation 
deductions which have not yet reduced the Company's current taxes payable as prescribed by ASC 718. A reasonable estimate of the timing related to the 
$1,597 of liabilities is not possible. 

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 tbe event that they do not, we may require additional funds in the future to support our working capital requirement~ or for other 
purposes and may seek to raise such additional funds 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 
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We do not maintain any off-balattcc sheet aitartgetrtcnt,, tran,acttor". ohltgattom ur other rclatiomlnps with tmconsolidatctl entities that would be expected to 
have a makrial cmrent or funne effect upon our ftnancial condition or results of operations 

Impact of Inflation and Currency Fluctuation 

To the extent that we expand our operations into Europe, Canada, Latin America and the f'aciftc Rim, the effects of inflation and currency tlucntations could 
impact our financial condition and results of operations. W11ile the prices we pay for products purchased from our supplters arc principally denominated in 
United States dollars, price negotiations depend in part on the foretgn currency of foreign manufacturers, as well as market, trade aad political factors. TI1e 
Company also has e"posure related to transactions m which the currency collected from customers is different from the currency utilized to purchase the 
product sold in its foreign operations. !11 Fiscal 2010 and Fiscal 20 l l, our German subsidiaty entered into cet1ain forward contracts to hedge the currency 
exposure for its U.S. dollar denominated assets, liabilities and futme commitments. 1l1c Company minimized the risk ofnonpcrfomJance on the forward 
contracts by transacting with a major ftnancial institution in the European market. The contracts opened in Fiscal 20 I 0 were not speciftcally cotmected to any 

assets, liabilities or future commitments, and as such the gains or losses associated with these foreign exchange contracts were evaluated and recorded, as 
applicable, on the measurement date. As of February 28, 20 I l, all of these foreign exchange contracts opened in Fiscal 2010 were closed. One contract with a 
fair value of $85 remains to be settled. During Fiscal 20 II, we recorded a gain of $828 associated with the Fiscal 20 l 0 contracts. In Fiscal 20 II, the 
Company opened forward exchange contracts with a notional value of approximately $25 million which were specifically designated for hedging. As of 
February 28, 201 l, unrealized gains of $238 were recorded in other comprehensive income associated with these contracts (see Note l(e)). 

On January 8, 20 l 0, the Venezuelan govemment announced its intention to devalue its currency (Bolivar fuerte) and move to a two tier e"change structure, 
2.60 for essential goods and 4.30 for non-essential goods and services. Product• sold by our Venezuelan operation are classifted as non-essential, however, the 
Company has certain US dollar denominated assets and liabilities for which the 2.60 rate was applied. During the nine months ended November JO, 2010, a 
foreign e"change loss of approximately $1.5 million had been recorded in the Company's financial statements associated with its U.S. dollar denominated 
investment. This loss had been offset by the foreign exchange gain recorded on its U.S. dollar denominated intercompany debt. Losses of $336 associated witlt 
the above investment, recorded prior to the transition to hyperinflationary accounting on March l, 20 l 0, were reclassified from Otlter comprehensive 
incomel(loss) to investments during the three months ended February 28, 20 l l. In January, 20 II, the Venezuelan government eliminated the two-tier exchange 
rate. As such, the US dollar denominated assets and liabilities which were previously recorded at 2.60 were revalued at 4.30. During the three months ended 
February 28, 20 II, a translation gain of approximately $2,900 was recorded through the fmancial statements associated with its TICC bond (See Note !(f)). 
This gain was offset by approximately a $1,500 loss on U.S. dollar denominated intercompany debt. 

Effective January I, 2010, according to the guideijnes in ASC 830, Venezuela had been designated as a hyper-inflationary economy. A hyper-inflationary 
economy designation occurs when a country has e"perienced cumulative inflation of approximately I 00 percent or more over a 3 year period. 1be hyper
inflationary designation requires the local subsidiary in Venezuela to record all transactions as if they were denominated in U.S. dollars. The Company 
transitioncd to hyper-inflationary accounting on March I, 2010 and will continue to account for Venezuela under this method. 

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 and electronic 
trddc shows in December and January. 

Related Party Transactions 

During 1998, we entered-into a 30-year capital lease for a building with our principal stockholder and chainnan, which was the headquarters of the 
discontinued Cellular operation sold in 2004. Payments on the capital lease were based upon the construction costs of the building and the then-current interest 
rates. This capital lease was refinanced in December 2006 and the lease expires on November 30, 2026. The effective interest rate on U1e capital lease 
obligation is 8%. On November !, 2004, we entered into an agreement to sublease the building to UTStarcom tor monthly payments of $46 until November 
I, 2009. The sublease lease agreement has been renewed and requires, for a term of three years, monthly payments of$50 nntil November I, 2012. We also 
lease another facility from our principal stockholder which e"pircs on November 30, 2016. Total lease payments required under all related party leases for the 
five-year period ending February 28, 20 IS are $6,735. 

Recent Accounting Pronouncements 
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\Vc arc rcqu1red to adopt cc1tain new accountmg pronouncenli::nts. See. Not{' !(v) to our consc!idJ.tcd !in;:.nciOJI statement:;; of this r'\.nmiol! Rc.pcHi on Fonn 10-K 

lirm 7A-Ouantil<ltive and Qualitative Disclosut-es About Markel l{isk 

The market risk inherent m our market instruments and positions is the potential loss arising from adverse changes in marketable equity secunty pnccs, 
in teres I rates and foreign currency exchange rates . 

. Morke!ub!£: Securities 

Marketable securiltcs at Fcbruaty 28, 20 II, which arc recorded at fair value of $3,872, include an unrealized loss of$1,157 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 ptices quoted by stock exchanges 
and amounts to $387 as of February 28, 20 II. 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. goverrunent securities. Currently, we do not use interest rate derivative instruments to manage exposure to interest rate 
changes. 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. 

Foreign Exchange Risk 

We arc 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, 20 II, we had translation exposure to various foreign currencies with the most significant being the Euro, 
Thailand Baht, Malaysian Ringgit, Hong Kong Dollar, Mexican Peso, Venezuelan Bolivar and Canadian Dollar. The potential loss resulting from a 
hypothetical 10% adverse change in quoted foreign currency exchange rates, as of February 28, 20 II amounts to $2,920_ Actual results may differ. 

Item 8-Consolidated Financial Statements and Supplementary Data 

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

Jtern 9-Citanges in and Disagreements with Accountants on Accounting and Financial Disclosure 

Not Applicahle 

Item 9A-Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 

Audiovox Corporation and subsidiaries (the "Company") maintains disclosure controls and procedures that arc designed to ensure that information required to 
be disclosed in the reports that the Company files or submits under the Secwitics 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. 

As ofthc end of the peliod 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 Oflic"r 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-J5_ Based upon this evaluation as of February 28, 2011, the ChicfExccutive Officer and 
Chief Financial Officer concluded that the Company's disclosure controls and procedures arc 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 suc.:b term is defined in tlte 
Securities and Exchange Act Rules 13a-15(f) and 15d-15(f). The Company's internal control over 
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financtal reporting is a process designed to provtde reasonable assurance regardmg the reliabiltty of !inancial rcporttng and the preparatton of financial 
statcmcllts for cxtemal pUt poses 111 accordance wtth generally accepted accounting principles <111d includes those policies a11d procedures that 

l'ettain to the matntcnance of records that in reasonable detail accurately and fairly rellcct the transactions and disposttions of the assets of the 
Company, 
Pmvidc 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 authoriLations of 
management and directors of the Company; and 
Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, usc 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. Projections of any evaluation of 
effectiveness to future periods arc 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. 

Management evaluated the effectiveness of the Company's internal control over financial reporting using the criteria set forth by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO) in Internal Control-Integrated Framework. Under the supervision and with the participation of the 
Company's management, including the Chief Executive Officer and Chief Financial Officer, the Company conducted an evaluation of the effectiveness of its 
internal control over financial reporting as of February 28, 20 II. Based on that evaluation, management concluded that the Company's internal control over 
financial reporting was effective as of February 28, 2011 based on the COSO criteria. 

The certifications of the Company's Chief Executive Officer and Chief Financial Officer included in Exhibits 31. I and 31.2 to this Annual Report on Form 
I 0-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 fmancial reporting as of February 28,2011, has been audited by Grant Thornton LLP, an 
independent registered public accounting firm who also audited the Company's consolidated fmancial statements. Grant Thornton LLP's attestation report on 
the effectiveness of the Company's internal control over financial reporting is included below. 
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REPORT OF !NOEl'ENDeNT REGISTERED PUBLIC ACCOUi-:TINC FIRM 

lloard ofllllecl<liS and Stockholders 
Audiovox CoqwnHion 

We liaw audited Audiovox Corporation (a Delaware corporation) and subsidiaries' (the "C:ornpauy") internal control over financial reporting as of 
February 28, 2011, based on criteria established in lnlcmai Control - integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO). 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 rcpot1ing, included in the accompanying Management's. Report orl 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 conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material 
respects. Our audit included obtaining an understanding of intemal 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. 

A company~s internal coatro! over financial reporting is a process designed to provide reasonable assurance regarding the reliability of ftnancial 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 (I) 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, intemal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of 
~f!~~~!'.'~!!~~~ ~'..' !i.!~,-~!'~ ::-t:-ri("d~ ~~ f:ubj~(:t t!) the ri~k th~J ~0ntrols muy b:;:-; .. :nn.:: in.~d--:.:p.;M.: bv-:au;.:. ·:-f '":hang.;.s irr ·:·}£!ljitk·!.!5, •:Oi: G.!io.~ th~w- ·l·=~!.·.=o: ·~f ·:•.J!.!!.(-"E:O.!!':': 
'with the policies or procedures may deteriorate. 

In our opinion, Audiovox Corporation and subsidiaries maintained, in all material respects, effective internal control over finandal reporting as of 
February 28, 2() i l, based on criteria established in Internal Control- Integrated Framework issued by COSO. 

\Ve have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheeis 
of Audio vox Corporation and subsidiaries as of February 28, 20 II and 2010, and the related consolidated statements of operations, stockholders' equity and 
comprehensive income (loss), and cash flows for each of the three years in the period ended February 28,2011, and our report dated May 16, 2011 expressed 
an unqualified opinion thereon. 

Is/ GUANT THORNTON LLI' 

Melville, New York 
May 16,2011 
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Chan~t·s in Internal Controls Over Financial Reporting 

There were no rnatcnal changes in our 111tcmal control over financial reportlllg (as such tcnn rs defined 1Il Exchani\C Act Rules I 3a- 15(!) and 15d-15(!)) during 
the rno't recently completed frscal fourth quar1cr ended February 28, 2011 covered by this rcpor1, that have mater rally aflected, or arc reasonably likely to 

materially allcct. our internal controls over financial reporting. 

l1e111 9B- Other Information 

Not Applicable 

PART Ill 

Item I 0- Directors. Executive Officers and Corporate Governance 

Executive Officers of the Registrant 

The following is a list of our executive officers as of February 28, 2011: 

Date First Elected 
Name Age Officer l'rcscn t Title 

Patrick M. Lavelle 59 1980 President and Chief Executive Officer 

Charles M. Stoehr 64 1978 Senior Vice President and Chief Financial Officer 

Thomas Malone 56 1986 Senior Vice President of Sales 

C. David Geise 60 2007 . Senior Vice President of Sales 

Loriann Shelton 54 1994 Senior Vice President of Accounting and Credit 

Chris Lis Johnson 59 1986 Vice President of Employee Programs and Corporate Secretary 

Mr. Patrick M. Lavelle was elected President and Chief Executive Officer of Audiovox Corporation in May 2005. From 1991 to 2005, Mr. Lavelle was Senior 
Vice President of Audiovox Corporation. From 1980 to 1991, Mr. Lavelle held the position of Vice President of Audiovox Corporation. In 1993, Mr. Lavelle 
was elected to the Board of Directors and serves as a Director of most of Audio vox's operating subsidiaries. 

Mr. Charles M. Stoehr has been the Chief Financial Officer of Audiovox Corporation since 1978. In 1990, he was elected Senior Vice President of Audiovox 
Corporation. Mr. Stoehr was elected to the Board of Directors in 1987 and serves as a Director of most of Audiovox Corporation's operating subsidiaries. 

Mr. Thomas Malone has held the positton of Senior Vice President of Sales of Audiovox Corporation from 2006- present. In 2007, Mr. Malone was appointed 
President of Audiovox Electronics Corporation (a subsidiary of Audiovox Corporation). From 1986 to 2006, Mr. Malone was Vice President of Sales for 
Audio vox Electronics Corporation. 

Mr. David Geise has been President of Audiovox Accessories, Corp. (a subsidiary of Audiovox Corporation) and a Senior Vice President of Audiovox 
Corporation since 2007. From 1998-2006, Mr. Geise held numerous executive positions with Thomson Consumer Electronics. from 2001 -2006, Mr. Geise 
was Vice Pr csident and General Manager ·n1omson Accessories World-Wide. In 2006, Mr. Geise also held the position of Vice President of International 
Business Americas. 

Ms. Lori ann Shelton has held the position of Senior Vice President of Accounting and Credit of Audio vox Corporation from 2006- present. During this period, 
she has been Chief Financial Officer of Audiovox Electronics Corporation (a subsidiary of Audiovox Corporation). From 1994-2006, Ms. Shelton was Vice 
President of Finance and Controller for Audiovox Electronics Corporation. 

Ms. Chris Lis Johnson has held the position of Corporate Secretary of Audio vox Corporation since 1980. She has been Vice President of Audiovox 
Corporation since 1986. From 2006to present, she has been Vice President of Employee Programs. From 1994 to 2006, she was Vice President of Systems 
Management. 

Under the Company's By-Laws, the officers of the corporation hold office until their respective successors are chosen and qualified or until they have 
rcsigt1cd, retired or been removed by the affimtative vote of a majority of the Board of Directors. There are no family relationships between any of the executive 
officers, and I here is no arrangement or understanding between any executive officer and any other person pursuant to which the executive officer was elected. 
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Item_, II- 14 

Th~ lllforrnat,on 1cguircd by Item II (Executive Compensation), Item 12. (Security Owneishi[i ofCcrtalll BenefiCial Owners and Man:Jgcmcnt anu Rclat~d 

Stockholder Matters), Item 13 (Certain Relationships and Related Transactions, and Director lnclcpcndcnce) and Item 14 (Ptincipal Accounting Fees and 
Services) of l·onn 10-K, will be Included in our Proxy Statement for the An1111almeeting of Stockholders, which will be filed on or before June 28, 20 I I, and 

such infotmJliUII IS mcorporatcd herein by reference. 

PART IV 

lt~m 15-!Cxhihits, Financial Statement Schciiulcs 

(I and 2) Financial Statements and Financial Statement Schedules. Sec Index to Consolidated Financial Statements attached hereto. 

(3) Exhibits. A list of exhibits is included subsequent to Schedule II on page S-1. 
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AUDIOVOX CORPORATION 

INDEX TO CONSOLIDATED FINANCIAL STATElVIENTS 

Finaru:i~l Statements: 

Rep011 of ln<kpcndent Registered Public Accounting Frnn 

Consolidated Balanc~ Sheets as of February 28. 2011 and February 28, 20 I 0 

Consolidated Statements of Operations for the years ended February 28, 2011, February 28, 2010 and February 28, 2009 

Consolidated Statements of Stockholders' Equity and Comprehensive Income (Loss) for the years ended February 28,2011, February 28, 
20 I 0 and FebnJary 28, 2009 

Consolidated Statements of Cash Flows for the years ended February 28,2011, February 28,2010 and February 28,2009 

Notes to Consolidated F mancral Statements 

Financial Statement Schedule: 

Schedule II- Valuation and Qualifying Accounts 
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HEI'OIU OF INDEPENDENT REGISTERED PII!H..JC ACCOUNT!NG FIR!\'! 

lloard of Directors and Stockholder:> 
Audiovox Corporafion 

We have audited the accompanying consolidated balance sheets of Audiovox Corporation (a Delaware corporation) and subsidiaries (the "Company") as of 
Febmary 28, 20 I I and 2010, and the related consolidated statements of operations, stockholders' equity and comprehensive income (loss), and cash llows 
for each of the three years in the perivd e11dcd February 28, 20 ll. Our ~tudlls of the basic financial stalcrncnts inciudcd the financiai starcmcnt schedule iistcd 
in the index appearing under Item !5. These financial statements and financial statement schedule arc the responsibility of the Company's management. Our 
responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits. 

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Audio vox Corporation 
and subsidiaries as of Febmary 28, 2011 and 2010, and the results of their operations and their cash flows for each of the three years in the period ended 
February 28, 20 II in conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the related financial 
statement schedule, when considered in relation to the basic financial statements taken as a whole, presents fairly, in all material respects, the information set 
forth therein. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Audio vox Corporation and 
subsidiaries' internal control over financial reporting as of February 28, 20 II, based on criteria established in [ntemal Control - Integrated Framework issued 
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) and our report dated May 16,201 I expressed an unqualified opinion 
the:rPI)Il. 

Is/ GRANT THORNTON LLP 

Melville, New York 
May 16,2011 

36 



Assets 

Current assets: 

Cash and cash equivalents 

Accounts receivable, net 

Inventory 

Receivables from vendors 

Prepaid expenses and other current assets 

Income tax receivable 

Deferred i!Jcome taXes 

Total current assets 

Investment securities 

Equity investments 

Propeny, plant and equipment, net 

Goodwill 

lniangible assetS 

Deferred income taxes 

Other assets 

Total assets 

Liabilities and Stoel<bolders' Equlcy 
Current liabilities: 

Accounts payable 

Accrued expenses and other current liabilities 

Income taxes payable 

Accrued sales incentives 

, [)_ef~rred income taJtes 

Current portion oflong-tcrm debt 

Total current liabilities 

Long-tenn debt 

Capital lease obligation 

Deferred compensation 

Other. tax liabilities 

Deferred tax liabilities 

Other long term liabilities (see Note 2) 

Total liabilities 

Commitments and contingencies 

Stockholders' equity: 

Preferred stock: 

No shares issued or outstanding (see Note 7) 

Common stock: 

Audioi'OX Corporation and Subsidiaries 

Consolidated Balance Sheets 
February 28, 2011 and 2010 

(lu tlzousauds, except share data) 

Class A, $.01 par value; 60,000,000 shares authorized, 22,630,837 and 22,441,712 shares issued, 20,813,005 
and 20,622,905 shares outstanding at Febmary 28, 20 II and February 28 20 I 0, respectively 

Class B convertible, $.01 par value; 10,000,000 shares authorized, 2,260,954 shares issued and outstanding 

Paid-in capital 

Retained earnings 

Accumulated other comprehensive loss 

Treasury stock, at cost, I ,817,832 and 1,818,807 shares of Class A common stock at February 28, 20 II and 
February 28,2010, respectively 

Total stock110lders' equrty 

Total liabilities and stockholders' equity 

S"e accompllll)'illg II Oil'S to consolidall<d financial statemellls. 

$ 

$ 

$ 

February 28, February 28, 
2011 2010 

98,630 s 69,511 

I 08,048 131,266 

I 13,620 102,717 

8,382 11,170 

9,382 16,311 

1,304 

2,768 47 

340,830 332,326 

13,500 15,892 

12,764 11,272 

19,563 22,145 

7,373 7,389 

99,189 97,226 

6,244 515 

1,634 2,213 

501,097 $ 488,978 

... 

?J,341. $ 36,126 

36,500 35,790 

1,610 

II, '181 10,606 

399 1,931 

4,471 8,086 

82,302 92,539 

5,895 6,613 

5,348 5,490 

3,554 3,158 

.1,788 1,219 

4,919 8,502 

4,345 7,194 

108,151 124,715 

226 225 

22 22 

277,896 275,684 

137,027 113,996 

(3,849) (7,278) 

(18,376) ( 18,386) 

392,946 364,263 

501,097 s 488,978 
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Net sales 

Cost of sales 

Gross profit 

Operating expenses: 

Selling 

General and admiitistrative 

Goodwill and intangible asset impainnent 

Engineering and technical support 

Total operating expenses 

Operating income (loss) 

Other income (expense): 

Interest ail~ bank charges 

Equity in income Of equity in vestee 

._ G~iri on barg~in purchase . 

Other, net 

Total other income (expenses), net 

Income (loss) from operations bcfore-in~~me,taxes ·. 
Income tax benefit (expense) 

Net incoinc (loss) 

Net income (loss) per common share (basic) 

Net income (loss) per common share (diluted) 

Andiovox Corporation and Subsidiaries 
Consolidated Statements of Operations 

Years En<lcd February 28, 2011, 2010 and 1009 
(In thousands, exct!pl sir are and per sir are data) 

Year 
Ended 

February 28, 
2011 

$ 561,672 

437,735 

123,937 

34,517 

68,469 

11,934 

114,920 

9,0!7 

(2,630) 
2,905 

3,204 

3,479 

12,496 

10,535 

$ 23,031 

$ 1.00 

$ 1.00 

Weighted-average common shares outstanding (basic) 

Weighted-average common shares outstanding (diluted) 

22,938,754 

23,112,518 

See accompanying notes to consolidated financial statements. 
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$ 

$ 

$ 

$ 

Year Year 
Ended Ended 

February 28, February 28, 
2010 2()09 

550,695 $ 603,099 

443,944 502,831 

106,751 !00,268 

30,147 33,505 

63,063 70,870 
38,814 

9,781 10,522 

102,991 153,711 

3,760 (53,443) 

.... 

( 1,556) :-. · .. ·· ·- (1,817) 

1,657 975 

·'. . .. S..'l!~<:,: .. __ ,~ 
1,876 (!,669) 

.. 7,395- . (2,511) 

.. 
11;-155- -·· •.••. -.·_ (55,954) 
11,328 (15,075) 

22,483 ·:: $' .... .'(71,029) 

0.98 $ - (3.11) 

'0.98. $ (3. 11) 

22,875,651 22,860,402 

22,919,665 22,860,402 



Audiovox Corpor2tion and Subsidiaries 
Consolidated Statements of Stockholders' F.quity and Comprehensive Income (I .nss) 

Years Ended Fchruary 28, 2011, 2010 and 2009 

(Ill tlzousal!ds, except share data) 

Cla.s A :\ccurnul:atcd Total 

and Class B other Stock-

Common r.aid-in Rttaincd comprehensive Treasury holders' 

Stock Capital fo~arnings income.> (loss) stocl;: equity 
----~-- ---··--

Balances at February 29, 2008 $ 246 j; 274,282 s 162,542 $ 4,847 $ (18,404) $ 423,513 

Comprehensive income: 

Net loss (71,029) (71,029) 

foreign currency translation adjustment (7,486) (7,486) 

Unrealized loss on marketable secwities, net 
of tax effect (4,686) (4,686) 

Other comprehensive loss (12,172) 

Comprehensive loss (83,201) 

Exercise of stock options into I 0,000 shares of 
common stock 47 47 

.. 'fax benetit of stock _options exercised 20 20 

Reversal_ oftu benefit from stock options expired (190) (190) 

Stock-based compensation expense 309 309 

.. Issua~ce ?f 800 shares of treasury stock (4) 8 4 

Balances at Fc~ruary 28, 2009 246 $ 274,464 . f 91,5l3_ $ (7,325) s (18,396) $ 340,502 

c~~prcl.;~i.;., i~com~; ... . . 

Net income 22,483 22,483 

Fo.rc:ign currency translation adjustment - (685) (685) 

Reclassification adjustment for other-than-
temporary impairment lo<S on available-for-
sale security included in net income 1,000 1,000 

·.Unrealized (loss) on marketable securities, net 
of tax effect (268) (268) 

Other comprehensive income 47 

. Comprel~ensi~e _i_ncomc 22,530 

Exercise of stock options into 1 7,500 shares of 
common stock 84 85 
Stock-based com,Pensation expense 1,138 1,138 

Issuance of 945 shares of treasury stuck (2) 10 

Balances at February 28, 20 I 0 $ 247 $ 275,684 $ 113,996 $ (7,278) $ (18,386) $ 364,263 
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Audiovox Corporation and Subsidiaries 
Consolidated Statements of Stockholders' Equity and Comprehensive Income (Loss), continued 

Years Ended February 28,2011, February 28,2010 and February 28,2009 
(In thousands, except share data) 

Class A Accumulated 
and Class ll other 

Common Paid.in Retained comprehensive 

Stock Capital Earnings income (loss) 

Balances at February 28, 2010 s 247 $ 275,684 $ 113,996 $ (7,278) $ 

Comprehensive income 

Net income 23,031 

Foreign currency translation adjustment 795 

Reclassification adjusunent for other-than-
temporary iropaimient loss on available-for-sale 
security inclu.ded in oet income 1,600 

Reclassification or unrealized losses on marketable 
securities. net of tax effect 796 

Gain on derivatives designated for hedging 238 

Other comprehensive income 

Comprehensive inco~e 

Exerciseofstockoptions into 189,125 shares of 
conunon stock 931 

Stock:based compensation e><pense 1,284 

Issuance of975 shares oftreasury stock {3) 

Balances llt February 28, 2011 $ 248 $ 277,896 $, 137,027 $ (3,849) $ 

See accompanying notes to consolidated financial statements. 
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Total 
Stock-

Treasury holders' 

stock equity 

(18,386) $ 364,263 

23,031 

795 

1,600 

796 

238 

3,429 

26,460 

932 

1,284 

lO 

(18,376) $ 392,946 



Andiol'OX Corpara:iou and Subsidiaries 
Consolidated Statements of Cash Flo•vs 

\'ears Ended February 28, ZO!l, 1010 and 2009 

(Dollars in tlwusand.1) 

Cash llov.'s from opcra1ing activities; 

Net incoml! {loss) 

Adjustments to reconcile net income (loss) tu net cash prov1dcd by opcr<1ting activitil!s· 

Depreciation 3nlt amonizarion 

Uad debt expense 

Goodwill and intangible a'iset impairment 

Equity in income of equity investec 

Distribution of income from equity invcstecs 

Deferred income tax (benefit) expense, net 

Loss on disposal of property, plaot and equipment 

Tax e.xpense on stock options exercised 

~o~-c~b compeosat~on adjustment 

Non-casb stock based compensation _expense 

Realized loss on sale of investment 

Gain o_n ~~~a in ~urchase 

i_l!lp_ajnnent loss on marketable securities 

Ch":?:Scs_ in opeC11ling assets and liabilities (net of assets and Iiabilities_ ac'!uired): 

Accowl~ ~ceivablc 

Jnvi!":ntory 

R.ecei~ables from vendors 

Prepaid expenses and other 

·.: [n~~tm~·nt s~urities·tnlding 
Accounts payable, accrued expenses, accrued sales incentives and other current 
liabililics 

Income taxes payable 

Net cash providcU by operating activities 

~~~ flows ~~ _invC~ting activities: 

Pucchascs of property, plant and equip111ent 

Proceed.c; from sale of property, plant and equipment 

Proceeds from distribution from an equity i.uvcstee 

~.urChase Of notes payable 

Purchase of short·tenn investments 

Sale of shon-lcrm investmentc; 

Sale oflo_ng·tcrm investment 

Purchase oftong-term investment 

Purchase of patents 

IJ.orro~g On short-tetm note 

Purchase of acquired businesses, less cash acquired 

Net cash provided by (used in) investing activities 

Cash flows from fmancing activities: 

Repayment of short-tcml debt 

Borrowings from bank oblig<Hions 

Repayments on bank obligations 

Principal payments on capitallcttsc obligation 

Proceeds from exercise of stock oprions and warr<mlc; 

Tax expense on slock options exercised 

Ncr cash (used in) provided by fmancing actrvi[Jes 

Effect of e;~;changc rate changes on cash 

Ne1 increase in cash and cash equivalents 

Cash and cash equivalents at begi~miug of year 

$ 

Year 

Ended 

February 28, 
201l 

23,031 

7,865 

1,022 

(2,905) 

1,413 

(13,566) 

. 64 

717 

1,284 

.182 

i,600. 

22,462 
~00'\ /U\•n 
Olo<..\U••' 

. i;S,02 

4,657 
•. ·.·.·.··· .. · 

(646) 

(9,273) 

3,42R 

32,130 

(3,055) 

(23,981) 

24,210 

4,368 

(245) 

180 

(57) 

1,420 

(3,950) 

285 

(1,479) 

(180) 

932 

10 

(4,382) 

(49) 

29,119 

69,511 

Year 

Ended 

February 28, 
ZUIO 

$ 22,483 

7,694 

221 

(1,657) 

2,199 

1,594 

32 

1,696, 

1,13& 

(5~447) 

),000. 

(22,451) 

..... :1'1""+""1 

1,176 

(1,890) 

{615} 

(6,251) 

(5,549) 

28,222 

(5,017) 

1,304 

511 

(7,498) 

348 

(14,657) 

(25,009) 

114 

(1,452) 

22 

84 

iO 

(1,222) 

( 1,984) 

69,504 

$ 

Year 
Ended 

Fchru~ry 28, 
lUU9 

(71,029) 

7,294 

1,937 

38,709 

(975) 

13,646 

4 

(20) 

651 

309 

768 

16,838 

(9,214) 

!,863 

11,748 

(4,474) 

30,006 

(4,606) 

112 

1,080 

(548) 

(650) 

621 

(3,991) 

4,654 

(73) 

46 

20 

4,G55 

(507) 

30,!63 

39,341 



Ca~h and L"tt'>h ~quiv3knls at end of year 

Supplemental Cash tlm\ [nformation: 

Cash pa1d dunng the period for: 

Interest, excluding bank charges 

Income 1axcs (net of refunds) 

See acctnnpauying 11otes to conflolidated financial statements. 

$ 

41 

9~.630 

2, I }8 

1,257 

69.:'11 6'1,50·1 

1,224 

},816 



Audiovox Corporation and Subsidiaries 
Notes to Consolidated Financial Statements 

February ZR, 20 II 
(Dollars in thousands, except share and per share data) 

l) n,~sc1 iplHHl of Business and Summ_~!,rV of Sie:nif1ccmt AccotHliinf 1 Policies 

a) Description o(Busin{!,!S and Accounting Prillci(Jir!s 

Audiovox Corporation ("'Audiovox", "We", "Our", "Us" or "Company") is a leading international dtstributor in the accessory, mobile and 
consumer electronics industries. With our most recent acquisition of In vision Automotive Systems, [nc. we have added manufacturing 
capabilities to our business model. We conduct our business through seventeen wholly-owned subsidiaries: American Radio Corp., 
Audiovox Electronics Corporation ("AEC"), Audiovox Accessories Corp. ("AAC"), Audiovox Consumer Electronics, Inc. ("ACE"), 
Audiovox Gennan Holdings GmbH ("Audiovox Gcnnany"), Audiovox Venezuela, C.A., Audiovox Canada Limited, Audiovox Hong Kong 
Ltd., J\udiovox International Corp., Audiovox Mexico, S. de R.L. de C.V. ("Audiovox Mexico"), Tcchnuity, Inc., Code Systems, Inc, 
Oehlbach Kabel Gmbll ("Oehlbach"), Schwaiger GmbH ("Schwaiger"), In vision Automotive Systems, Inc. ("lnvision") and Omega 
Research and Development, LLC (''Omega") and Audio vox Websales LLC. We market our products under the Audiovox® brand name, 
other brand names and licensed brands, such as Acoustic Research®, Advent®, Ambico®, Car Link®, Chapman®, Code-Alarm®, 
Discwashcr®, Energizer®, Heco®, lneaar'M, Invision®, Jensen®, Mac AudioTM, Magna!®, Movies2Go®, Oehlbach®, Omega®, Phase 
Linear®, Prestige®, Pursuit®, RCA®, RCA Accessories®, Recoton®, Road Gear®, Schwaiger®, Spikemaster® and Terk®, 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 and presently have one reportable segment {the "Electronics Group"), which is organized by 
product category. 

On March I, 20 I l, the Company acquired Klipsch Group, Inc. through a stock purchase as outlined in the Subsequent Events footnote 
(Note 15). 

The fmancial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in the United 
States of America. 

b) Principles o[Consolidation 

The consolidated financial statements include the financial statements of Audio vox Corporation and its wholly-owned subsidiaries. All 
significant intercompany balances and transactions have been eliminated in consolidation. 

Equity investments in whicll the Company exercises significant influence but does not control and is not the primary beneficiary arc 
accounted for using the equity method. The Company's share of its equity method invcstees' earnings or losses are included in other 
income in the accompanying Consolidated Statements of Operations. The Company eliminates its pro rata share of gross profit on sales to 
its equity method investees for inventory on hand at the investee at the end of the year. Investments in which the Company is not able to 
exercise significant influence over the investee arc accounted fbr under tbe cost method. 

c) Use o(Estimates 

The preparation of these financial statements require the Company to make estimates and assumptions that affect reported amounts of 
assets, liabilities, revenue and expenses. Such estimates include the allowance for doubtful accounts, inventory valuation, recovembility of 
deferred tax assets, reserve for uncertain tax positions, valuation of long-lived assets, accrued sales incentives, warranty reserves, stock
based compensation, impairment assessment of investment securities, goodwill and trademarks, and disclosure of contingent assets and 
liabilities at the date of the consolidated financial statements. Actual results could differ from those estimates. 

d) Cash and Cash Equivalents 

Cash and cash equivalents consist of demand deposits with banks and highly liquid money market funds with original maturities of three 
months or less when purchased. Cash and casb equivalents amounted to $98,630 
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Audiovox Corporation and Subsidiaries 
Notes to Consolidated Financial Statcmeuts, contiuucd 

Februar-y 28, 2011 
(Dollars in thousands, except share and per share data) 

and $69,5 II at ['cbruary 28,2011 and 2010, respectively. Cash amounts held tn foreigu bank accounts amounted to 56,330 and 
$7 ,OR9 at February 28, 20 II and 2010, respectively. The majority of these amounts arc in excess of govcmmcnt insurance The Company 
places its cash and cash equivalents in institutions and funds of high credit quality. We perform periodic evaluations of these instttuttons 
and funds. 

e) Fair Value Measurements and Derivatives 

The Company adopted authoritative guidance on "Fair Value Measurements", which among other thiugs, requires cnhauccd disclosures 
about investments that are measured and reported at fair value. This guidance establishes a hierarchal disclosure framework that prioritizes 
and ranks the level of market price observability used in measuring investments at fair value. Market price obscrvability is irnpactcd by a 
number of factors, including the type of investment and the characteristics specific to the investment. Investments with readily available 
active quoted prices or for which fair value can be measured from actively quoted prices generally will have a higher degree of market price 
observability and a lesser degree of judgment used in measuring fair value. 

lnvestments measured and reported at fair value are classified and disclosed in one of the following categories: 

Level I - Quoted market prices in active markets for identical assets or liabilities. 
Level 2 - lnputs other than Level 1 inputs that are either directly or indirectly observable. 
Level 3 - Unobservable inputs developed using the Company's estimates and assumptions, which reOect those that market participants 
would use. 

The following table presents assets measured at fair value on a recurring basis at February 28, 20 II: 

Fair Value Measurements at Reporting Date 

Cash and cash equivalents: 

Cash and money market funds 

Derivatives 

Designated for hedging 

Not designated 

Total derivatives 

Long-tem1 investment securities: 

Marketable securities 

Trading sectuities 

Available-for-sale securities 

Held-to-maturity (b) 

Total marketable securities 

Other investment at cost (a) 

Total long-tenn investment securities 

'$ 

$ 

$ 

$ 

$ 

98,630 

238 

85 
323 

3,804 

68 
7,502 

11,374 

2,126 

13,500 

Levell 

$ 9.8;i>3o 

$ 238 

85 
$ 323 

$ 3,804 

68 

3,872 

$ 3,872 

The following table presents assets measured at fair value on a recurring basis at February 28,2010: 
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Using 

Level2 Level3 

$ $ 

$ $ 

$ $ 

$ $ 

7,502 

7,502 

$ 7,502 $ 



Cash and cash equivalents: 

Cash and money market funds 

Derivatives 

Not designated 

Long-tenn investment securities: 

Marketable securities 

Trading securities 

Available-for-sale securities 

Held -to-rnaturiry 

Total marketable_ securities 

Other investment at cost (a) 

Total lon~-term invc~tment securi!ies 

Audiovox Corporation and Su IJsidiarics 
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(Dollars in thousands, except share and per share data) 

Fair· Value !Vlrasm·cmcnts at ({cporting Date 
Using 

Level l Lcvel2 Level 3 

s 69,511 $ 69,511 $ $ -----
s 752 $ 752 s $ -----

$ 3,158 $ 3,158 $ $ 

3,821 94 3,727 

7,110 7,110 

14,089 10,362 3,727 
1,803 

$ 15,892 $ 10,362 . $ $ 3,727 

(a) There were no events or changes in circumstances that occurred to indicate a significant adverse effect on the cost of this investment. 

(h) During Fiscal20 II, the Venezuelan government temporarily restricted the local brokerage houses inhibiting the Company's abiliry to obtain 
a fair value in the open market on this investment. As such, we have transferred our held-to-maturity investment in Venezuelan government 
bonds from Level I to Level 2. 

Tht C:ituyitli; i"uuvuui ufiht: Cotnpany's account~ rcct:ivabie. short-term debt, accounts payahie, accrued expenses, bank obiigadons and 
long-term debt approximates fair value because of(i) the short-term nature of the ftnancial instrument; (ii) the interest rate on the financial 
instrument bei~g reset every quarter to reflect current market rates; (iii) the stated or implicit interest rate approximates the current market 
rates or are not materially dilfer<:"nt than market rates and (iv) arc based on quoted prices in active markets. 

Derivative Instruments 

The Company's derivative instmrnents include forward foreign currency contracts utilized to hedge a portion of its foreign currency 
inventory purchases as well as its general economic exposure to foreign currency fluctuations created in the norma I course of business. The 
derivatives qualifYing for hedge accounting are designated as cash How hedges and valued using observable forward rates (Level 1). 
Forward foreign currency contracts not designated under hedged transactions are valued at spot rates (Level 1). The duration of open 
forward foreign currency contracts range from I - 12 months and are classified in the balance sheet according to their terms. 

It is the Company's policy to enter into derivative instrument contracts with tem1s that coincide with the underlying exposure being hedged. 
As such, the Company's derivative instruments are expected to be highly effective. Hedge ineffectiveness, if any, is expensed as incurred 
tlu-ough other income in the Company's Consolidated Statement of Operations. 

Financial Statement Classification 

The Company holds derivative instruments that are designated as hedging instruments as well as certain instmm(!nts not so designated. 
The following table discloses the fair value as of february 28,2011 for both types of derivative insttuments: 
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Asset Derivatives 

Account Fair Value 

Designated denvative instruments 

Foreign currency contracts 

Derivatives not designated 

Foreign currency contracts 

Total derivatives 

Prepaid expenses and other current assets 

Prepaid expenses and other current assets 

$ 238 

85 

$ 323 

As of February 28, 2011, the Company held foreign currency contracts with a notional value of $500, which were derivatives not 
designated in hedged transactions. These contracts were closed during our second fiscal quarter with final settlement of the remaining 
contract to be completed by March 201 l. During the twelve months ended February 28, 20 II, the Company recorded gains on the change 
in fair value of these derivatives of$828 recorded in other income and expense on the Company's Consolidated Statement of Operations. 

Cash flow hedges 

[n November 2010 and January 2011, the Company entered into forward foreign currency contracts, with a notional value of$21.000 and 
$4,200, respectively, which were designated as cash flow hedges. For cash flow hedges, the effective portion of the gain or loss is reported 
as a component of other comprehensive income (loss) and reclassified into earnings in the same period or periori~ during which the hedged 
transaction a ffccts earnings. 

Activity related to cash flow hedges recorded during the twelve months ended February 28, 2011 was as follows: 

Cash flow hedges 

Foreign currency contracts 

February 28, 2011 

Gain (Loss) Gain (Loss) for 
Gain (Loss) 

Recognized in Other 
Comprehensive 

Income 
Reclassified into lncffcctiv~ness in 

Cost of Sales Other Income 

$ 238 $ $ 

The net gain recognized in other comprehensive income for foreign currency contracts is expected to be recognized in cost of sales within the 
next fifteen months. No amounts were excluded from the assessment of hedge effectiveness during the respective periods. As of February 
28, 20 I 1, no contracts originally design!lted for hedged accounting were de-designated or terminated. The Company did not hold 
derivatives designated for hedge accounting during Fiscal2010. 

f) Investment Securities 

In accordance with the Company's investment policy, all long and short-tern1 investment securities are invested in "investment grade" rated 
securities. As of February 28, 20 II and 2010, the Company had the following investments: 
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February 28,2011 

Unrealized 
Cost holding Fair· Cos I 
Basis gain/(loss) Value Basis 

Fehruary 28, 2010 

Unrealized 
holding Fair 

gain/(loss) Value 
---------

i~<ln~- Tc1m Investments 

Marketable Securities 

Trading 

Deferred Compensation $ 3,804 $ $ 3,804 s 3,157 $ $ 3,157 

Av ailahlc-for-sale 

Cell star 6 6 15 15 

Bliss-tel 1,225 (1,163) 62 2,825 (2,745) 80 

Auction Rate 4,550 (823) 3,727 

Hcld-to:maturity Investment 7,502 7,502 7,445 (335) 7,110 

Total Marketable Securities 12,531 (1,157) I 1,374 17,977 (3,888) 14,089 

Other Long-Term !nYestment 2,126 2,126 1,803 1,803 

Total Long-Tc:rm_Invcstrncnts $ 14,657. $ (1,157) $ 13,500 $ 19.780 $ {3,888) $ 15,892 

Short-Te!JD lnvestmen!.§ 

Trading Securities 

maintaining a conservative portfolio and providing high liquidity. The maturity dates ranged from less than one year to long-term, however, 
the long-term securities could be actively traded in broker/dealer markets. The investment had been classifred withing trading securities 
with all gains and losses, in addition to interest earned, recorded through the income statement in other income. During the fourth quarter of 
Fiscal 20 II, the Company sold this short-term investment. 

Long-Ternt Investments 

Trading Securities 

The Company's trading securities consist of mutual funds, which are held in connection with the Company's deferred compensation plan 
(see Note 9). Unrealized holding gains and losses on trading securities offset those associated with the corresponding deferred compensation 
liability. 

Available-For-Sale Securities 

The Company's available-for-sale marketable secmities include a less than 20% equity ownership in CLST Holdings, Inc. ("Cellstar") and 
Bliss-tel Public Company Limited ("Diiss-tel"), and taxable auction rate notes which have long-tem1 maturity dates (October 2038) which 
were sold during Fiscal 20 II. 

Unrealized holding gains and losses, net of the related tax effect (if applicable), on available-for-sale securities arc reported as a component 
of accumulated other comprehensive income {loss) until realized. Realized gains and losses from the sale of available-for-sale securities arc 
detennined on a specific identification basis. 

During its fiscal third quarter, the Company sold its investment in an auction rate security with a par value of $4,550 through 
participation in a tender offer. The Company received discounted proceeds of$4,368 resulting in a realized loss of$182 recorded in other 
income and expense. The accumulated UIIJealized loss of $447 was reversed out of other comprehensive income during the quarter. 

The fair value of the Cellstar and Bliss-tel investments are determined by quoted prices in active markets as they are publicly traded. On 
December 13, 2004, one of the Cmnpany's fonner equity investment~. Bliss-tel, 
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issued 575,000,000 shares on the SET (Security Exchange of Thailand) for an offering price of 2.48 baht per share. Prior to the issuance 
of these shares, the Company was a 20% shareholder in Bliss-tel and, subsequent to the offering, the Company 01•med 75,000,000 shares 
(or approximately 13%) of Bliss-tel's outstanding stock. In addition, on July 21, 2005, the Company received 22,500,000 wamnts ("the 
warrants") which may be exercised beginning on September 29, 2006, and expire on July 17, 2012. Each warrant is exercisable into one 
share of Bliss-tel common stock at an exercise price of8 baht per share. 

During the year ended February 29, 2008, the Company sold 32,898,500 shares of Bliss-tel stock resulting in a gain of $1,533. During 
Fiscal 20 I 0, Bliss-tel concluded a 4: l reverse stock split. Accordingly, all share data has been retroactively restated. As of February 28, 
2011 anrl2010, the Company owns 36,250,000 shares and 22,500,000 warrants in Bliss-tel with an aggregate fair value of$62 and $80, 
respectively. 

A decline in the market value of any available-for-sale security below cost that is deemed other-than-temporary results in a reduction in 
carrying amount to fair value. The impairment is charged to earnings and a new cost basis for the security is established. The Company 
considers numerous factors, on a case-by-case basis, in evaluating whether the decline in market value of an available-for-sale security 
below cost is other-than-temporary. Such factors include, but are not limited to, (i) the length of time and the extent to which the market 
value has been less than cost; (ii) the financial condition and the near-term prospects of the issuer of the investment; and (iii) whether the 
Company's intent to retain the investment for the period of time is sufficient to allow for any anticipated recovery in market value. In Fiscal 
2010, the Company determined that its investment in Bliss-tel was other than temporarily impaired based on its market price (which has 
been below our cost in excess of twelve months), Bliss-tel's recent losses, its deteriorating financial position, and conditions in the local and 
global economy, as well as the political environment in Thailand. This impainnent of$1,000 related to the approximate value of the 
warrants which the Company determined it would not exercise. During Fiscal20ll, the Company continued to monitor the business plans 
and perfonnance of Bliss-tel. Management noted that, during the year, Bliss-tel successfully restructured its debt position on favorable 
terms to the company; they further reduced overhead and discontinued non-profitable locations; they weathered the political unrest in the 
local metropolitan environments; they raised additional capital; and finally, they retained the services of a fmancial consultant to develop a 
new business strategy. Notwithstanding these positive factors, there are certain negative factors, exclusive of those associated with 
macroeconomics, which impacted management's consideration ofthe value of this investment. Specifically, the company continued to incur 
significant losses from operations, which raised substantial doubt about the company's ability to continue for a period of time in which 
management could anticipate a full recovery. Therefore, management determined that an additional portion of its investment was other-than
temporarily impaired. A loss of$1,600 was recorded on the income statement through other income and expense. As of February 28, 2011, 
the Company maintains approximately $1.2 million in Wlfealized losses on this investment in accumulated other comprehensive income. 
The Company will continue to evaluate this investment throughout Fiscal 2012, to determine the success of Bliss-tel's business plan, and 
the in1pact of the retention of the fmancial consultant on the company's performance and the associated market value. It is possible that the 
company's efforts may not be successful. In the event they are not successful, management will need to determine if further other-than
temporary impairments exist. 

Held-to-Maturity Investment 

Long-tenn investments include an investment in U.S. dollar-denominated bonds issued by the Venezuelan government, which had been 
classified as held-to-maturity when purchased. During the second fiscal quarter of 20 II, the Company was advised that the exchange rate 
on these bonds would no longer float with current exchange rates, and was set at 2.6, the lower of the two-tier exchange rate. Management 
had reclassified the investment to available for sale as a result of the adoption of its strategy for this investment to liquidate the bonds as 
soon as market conditions warrant and satisfy its U.S. dollar obligations with the funds. In January, 2011, the Venezuelan govenunent 
eliminated the two-tier exchange rate. As the Company is not dependent on the cash flow associated with the TICC's, management 
detennined that the significant change in circumstances associated with the TICC's would allow it to resume its original strategy to hold its 
investment until2015 and realize the full maturity value. During the fourth quarter ofFiscal2011, the Company reclassified the 
Venezuelan TICC's as held-to-maturity and will continue to account for the investment under the cost method. 

Other Long-Term Investments 
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Other long-term investments include an tnvestment in a non-controlled corporation of $2,126 accounted for by the cost method. During 
ftscal 20 II. the Company mvested an additional $25'7 in tlus investment as part of a capital infusion by four select investors. As a result, 
as of February 28, 20 II, the Company held approximately 14% of the outstanding shares of this company 

g) Revenue Recognilion 

The Company recognizes revenue from product sales at the time of passage of title and risk of loss to the customer either at FOB shipping 
point or f013 destination, based upon tcnns established with the custome1. The Company's selling price to its customers is a fixed amount 
that is not subject to refund or adjustment or contingent upon additional rebates. Any customer acceptance provisions, which are related to 
product testing, arc satisfied prior to revenue recognition. There are no further obligations on the part of the Company subsequent to revenue 
recognition except for product returns from the Company's customers. The Company docs accept product retums, if properly requested, 
authorized, and approved by the Company. The Company records an estimate of product returns by its customers and records the 
provision for the estimated amount of such future retums at point of sale, based on historical experience and any notification the Company 
receives of pending returns. 

The Company includes all costs incurred for shipping and handling as cost of sales and all amounts billed to customers as revenue. 
During February 28, 2011 , 2010, and 2009, freight costs expensed through cost of sales amounted to $13,399, $12,657 and $17,062, 
respectively and freight billed to customers amounted to $1,161, $98 5 and $546, respectively. 

h) Accounts Receivable 

The majority of the Company's accounts receivable are due from companies in the retail, mass merchant and OEM industries. Credit is 
extended based on an evaluation of a customer's financial condition. Accounts receivable are generally due within 30-60 days and are stated 
at amounts due from customers, net of an allowance for doubtful accounts. Accounts outstanding longer than the contracted payment terms 

Accounts receivable is comprised of the following: 

February 28, February 28, 
20!1 2010 

Trade accounts receivable and other $ 115,112 $ 137,793 

Less: 

Allowance for doubtful accounts 6,179 . 5,74~ 
Allowance for cash discounts 885 785 

$ 108,048 $ 131,266 

The Company performs ongoing credit evaluations of its customers and adjusts credit limits based upon payment history and the 
customer's current credit worthiness, as determined by a review of their currept credit information. The Company continuously monitors 
collections and payments from its customers and maintains 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, the Company cannot guarantee it will continue to experience the same credit loss rates that have 
b~en experienced in the past. Since the Company's accounts receivable are concentrated in a relatively few number of customers. a 
significant change in the liquidity or financial position of any one ofthcsc customers could have a material adverse impact on the 
collectability of the Company's accounts receivable and future operating results. 

i) lnventon• 

The Company values its inventory at the lower of the actual cost to purchase (primarily on a weighted moving-avera~c basis with a portion 
valued at standard cost) and/or the current estimated market value of the inventory 

48 
----···-------··-···--··---·----··----·-·----·-------·-··--·--··---------·· 



Raw materials 

Work in process 

Finished goods 

Inventory, net 
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less expected costs to sell the inventory. The Company regularly reviews inventory quantities on-hand and records a provision for excess 
and obsolete inventory based primarily from selling prices, indications from customers based upon current pnce negotiations and purchase 
orders. '!11e Company's 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. Hte Company recorded inventory write-downs of $3,911, $2,972 
and $13,818 for tbeyearsended February 28,2011, 2010 and 2009, respectively. 

Inventories by major category are as follows: 

February 28, February 28, 
2011 2010 

$ 10,562 $ 4,428 

1,653 300 

101,405 97,989 

$ 113,620 $ 102,717 

The Company's estimates of excess and obsolete inventory may prove to be inaccurate, in which case the Company may have understated 
or overstated the provision required for excess and obsolete inventory. Although the Company makes every effort to ensure the accuracy of 
its forecasts of future product demand, any significant unanticipated changes in demand, price or technological developments could have a 
significant impact on the value of the Company's inventory and reported operating results. 

- j) Property. Pia/It and Equipment 

Property, plant and equipment are stated at cost less accumulated depreciation. Property under a capital lease is stated at the present value of 
minimum lease payments. Major improvements are capitalized and minor replacements, maintenance and repairs are charged to expense as 
incurred. Upon retirement or disposal of assets, the cost and related accumulated depreciation are removed from the consolidated balance 
sheets. 

A summary of property, plant and equipment, net, arc as follows: 

February 28, February 28, 
2011 2010 

La rid -· $ 338 $ 338 

Buildings 6,749 6,749 
p;~l'~:tY ~1J.e~ capit~i~~~~· .·· .. 6,981 6,981 

Furniture, fiXtures and displays 3,782 3,741 

Machin.ery.!l:n~ (!quipl])~nt 9,074 8,637 

Construction-in-progress 20 

Conip~tei:h~id~arb and s~~are 28,914 26,884 

Automobiles 827 752 

Leasehold improvements 6,487 6,299 

63,172 60,381 

Less accumulat!!d depreci<iti~n a~d amortization 43,609 38,236 

$ 19,563 $ 22,145 

Depreciation is calculated on the straight-line method over the estimated useful lives of the assets as follows: 
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Futniture, fixn1rcs and displays 

Machinery and equipment 

Computer harr!ware and software 

Automobiles 

20 30 years 

5-10 yeats 

5-10 years 

3-5 years 

3 years 

Leasehold improvements are amortized over the shorter of the lease term or estimated useful life of the asset. Assets acquired under capital 
leases are amortized over the term of the respective lease. Capitalized computer software costs obtained for internal use are amortized on a 
straight-line basis. 

Depreciation and amortization of property, plant and equipment amounted to $5,576, $5,713 and $5,653 for the years ended 
February 28,2011, 2010 and 2009, respectively. Included in depreciation and amortization expense is amortization of computer sofiware 
costs of $562, $1,015 and $1,127 for the years ended February 28, 2011, 2010 and 2009, respectively. Also included in depreciation 
expense is $25 I of depreciation related to property under a capital lease for the years ended February 28, 20 II, 2010 and 2009. 

k) Goodwill and Other Intangible Assets 

Goodwill and other intangible assets consist of the excess over the fair value of assets acquired (goodwill) and other intangible assets 
(patents, contracts, trademarks/tradenames and customer relationships). Values assigned to the respective assets are determined in 
accordance with ASC 805 "Business Combinations" ("ASC 805") and Statement of ASC 350 "Intangibles- Goodwill and Other" ("ASC 
350"). 

Goodwill is calculated as the excess of the cost of purchased businesses over the value of their underlying net assets. Generally, the primary 
valuation method used to determine the Fair Value ("FV") of acquired businesses is the Discounter! Fntur ... C".sh Flow M<!thci ("DC!"')- A 
five-year period is anaiyzeci using a risk adjusted discount rate. 

The value of potential intangible assets separate from goodwill arc evaluated and assigned to the respective categories. The largest categories 
from recent acquired businesses are Tradem::trks and Customer Relationships. Tite FV's of trademarks acquired are determined using the 
Relief from Royalty Method based on projected sales of the trademarked products. The FV's of customer relationships are determined 
using the Multi-Period Excess Earnings Method which includes a DCF analysis, adjusted for a required return on i<ingible and intangible 
assets. The guidance in ASC 350, including management's business intent for its use; ongoing market demand for products relevant to the 
category and their ability to generate future cash flows; legal, regulatory or contractual provisions on its use or subsequent renewal, as 
applicable; and the cost to maintain or renew the rights to the assets; are considered in determining the useful life of all intangible assets. If 
the Company determines that there are no legal, regulatory, contractual, competitive, economic or other factors which limit the useful life of 
the asset, an indefinite life will he assigned and evaluated for impairment as indicated below. Goodwill and other intangible assets that have 
an indefinite useful life arc not amortized. Intangible assets that have a definite useful life are amortized over their estimated useful life. 

Goodwill and intangible assets with indefinite uselullives are required to be tested for impairment at least arUlually or more frequently if an 
event occurs or circumstances change that could more likely than not reduce the fair value of a reporting unit below its carrying amount 
Intangible assets with estimable usefullivcs are required to be amortized over their respective estimated useful lives and reviewed for 

impairment. Our impainncnt reviews require the use of certain estimates. If a significant change in these estimates occurs, the Company 
could experience an impairment charge associated with these assets in future periods. 

The Company's goodwill balance at February 28, 2011 and 20 I 0 consisted solely of goodwill associated with its acquisition of In vision, 
whose purchase price was finalized in the fourth quarter of Fiscal 20 II. Management reviewed the performance of Invision since ow· 
acquisition and determined that our goodwill is not impaired. For intangible assets with an indefinite life, primarily trademarks, the 
Company compared the fair value of the intangible asset with its carrying amount and detennined that there was no impairment at February 
28, 2011 and 2010. To compute the fair value, various considerations were evaluated including current sales associated with 
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these brands, management's expectations for future sales, perfonnancc of the business group and proximity to acquisition date fair 
values. At the present time, management intends to conttnue the development, marketmg and selling of products associated with its 
intangible assets and there are no known restrictions on the continuation of their usc. We utilized a relief-from-royalty method considering 
current sales associated with these brands, management's expectations for future sales, performance of the business group and proximity to 
acquisition date fair values. Royalty rates of I 0% to 8.5% were used for the relative tTademarks and domain names after reviewing 
comparable market rates, the profitability of the product associated with relative intangible asset, and other qualitative factors. We 
determined that a discount rate of 16% was appropriate as a result of a weighted average cost of capital analysis. 

1l1e cost of other intangible assets with definite lives are amortized on a straight-line basis over their respective lives. Management has 
detennined that the current lives of these assets are appropriate .The expected future cash flows related to intangible assets with definite lives 
exceeded their carrying values and as such, were not impaired at February 28,2011 and 2010. The Company recorded an impairment 
charge of $38.8 million in the fourth quarter of Fiscal 2009, $28.8 million of which related to goodwill and resulted in the entire balance 
being written off. The remaining impairment of $9,976 in 2009 related to intangible assets with indefinite lives which were also deemed to 
be impaired. All impairment charges were reflected in pre-tax operating income on the Company's financial statements. 

Goodwill 

The change in the carrying amount of goodwill is as follows: 

Net beginning balance 

lnvision purchase price allocation 

Net ending balance 

Other Intangible Assets 

Trademarlcs/Tradenames/Licenses not subject to amortization 

Customer relationships subject to amortization (5-20 years) 

Trademarksrrrade;1ames subject to arnorti:zation (3-12 years) 

Patents subject to amortization (5-10 years) 

License su~jeGt to amorti~tion (5 years).· 

Contract subject to amortization (5 years) 
Trit~l ... :.· .. ·. ·. ~··. 
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$ 

$ 

February 28, February 28, 
2011 2010 

$ -7,389 _$ 

(16) 7,389 

$ 7,373 $ 7,389 

February 28, 2011 

Gross 
Carrying 

Value 

82,569 

18,439 
1,237 

1,696 
1,400 

1,556 

$ 

106,897 $ 

Accumulated 
Amortization 

$ 

Total Net 
Book 
Value 

82,569 

4,142 14,297 

. 634 603 
797 899 
933 467 

1,202 354 

7,708 $ 99,189 ___ __;, __ 
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Gross 
Carrying 

Value 

February 28, 2010 

Total Net 

Accumulated Rook 

Amortization Value 
----·---·---

Trademarks/Tradenamcs/Licenses not subject to amortization $ 80,471 $ $ 80,471 

Customer relationships subject to amo!lization (5-20 years) 16,850 2,554 14,296 

Trademarks/Tradenames subject to amortization (3-12 years) 1,180 470 710 

Patents subject to amortization (5-!0 years) 1,684 682 1,002 

License subject to amortization (5 years) 1,400 653 747 

Contract subject to amortization (5 years) 1,104 1,104 

Total $ 102,689 $ 5,463 $ 97,226 

During the year ended February 28, 2011, the Company recorded$ 12 of patents subject to amortization and $2,109 of amortizing 
intangibles, parttally offset by a reduction of $606 indefinite life intangibles in cmmection with the final purchase price allocation for its 
In vision and Omega acquisitions. The weighted-average remaining amortization period for amortizing intangibles as of February 28, 20 ll 
is approximately I 0 years. The Company expenses the renewal costs of patents as incurred. The weighted-average period before the next 
renewal is approximately 9 years. 

Amortization expense for intangible assets amounted to $2,255, $1,946 and $1,626 for the years ended February 28,2011, 20!0 and 
2009, respectively. The estimated aggregate amortization expense for all amortizable intangibles for each of the succeeding years ending 
February 28, 2016 is as follows: 

2012 

2013 

2014 

2015 

2016 

1: .. ·:·' 

$ 

.!.~34 
1,740 

i,554 

1,545 

1,439 

8,112 

I) Sales Incentives 

The Company offers sales incentives to its customers in the fonn of(!) co-operative advertising allowances; (2) market development 
funds; (3) volume incentive rebates and (4) other trade allowances. The Company accounts 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 the Company's products during a specifted period of time. All sales incentives require customers to claim the sales incentive 
within a certain time period (referred to as the "claim period") and claims are settled either by the customer claiming a deduction against an 
outstanding account receivable or by the customer requesting a cash payout. All costs associated with sales incentives arc classified as a 
reduction of net sales. The following is a summary of the various sales incentive programs: 

Co-operative advertising allowances are offered to customers as reimbursement towards their costs for print or media advertising in which 
the Company's product is featured on its own or in conjunction with other companies' products. The amount offered is either a fixed 
amount or is based upon a fixed percentage of sales revenue or a fixed amount per unit sold to the customer during a specified time period. 

Market development funds are offered to customers in connection with new product launches or entrance into new markets. The amount 
offered for new product launches is based upon a fixed amount, or percentage of sales revenue to the customer or a ftxed amount per unit 
sold to the customer during a specified time period. 
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Volume mccnuve rebates altered to customers require that minimum quantities of product be purchased during a specified period of time. 
The amount offered rs either based upon a fixed percentage of sales revenue to the customer or a fixed amount per unit sold to the customer. 
The Company makes au estimate of the ultimate amount of the rebate their customers will cam based upon past history with the customer 
and other facts and circumstances. The Company has the ability to estimate these volume incentive rebates, as there does not exist a 
relatively long period of time for a particular rebate to be claimed. Any changes in the estimated amount of volume incentive rebates are 
recognized immediately using a cumulative catch-up adjustment. TI1e Company accrues the cost of co-operative advertising allowances, 
volume incentive rebates and market development funds at the later of when the customer purchases our products or when the sales 
incentive is offcr~d to the custum~r. 

Other trade allowances are additional sales incentives that the Company provides to customers subsequent to the related revenue being 
recognized. The Company records the provision for these additional sales incentives at the later of when the sales incentive is offered or 
when the related revenue is recognized. Such additional sales incentives are based upon a fixed percentage of the selling price to the 
customer, a fiXed amount per unit, or a lump-sum amount. 

The accrual balance for S!lles incentives at February 28,2011 and 2010 was $11,981 and $10,606, respectively. Although the Company 
makes its best estimate of its sales incentive liability, many factors, including significant unanticipated changes in the purchasing volume 
nf its customers and the lack of claims made by customers could have a significant intpact on the sales incentives liability and reported 
operating results. 

For the years ended February 28,2011, 2010 and 2009, reversals of previously established sales incentive liabilities amounted to $1,725, 
$2,559 and $4,083, respectively. These reversals include unearned and unclaimed sales incentives. Reversals of 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 tbe customer did not reach the required minimum purchases of 
product during the specified time. Unearned sales incentives for the years ended February 28, 2011, 2010 and 2009 amounted to $977, 
$! ,369 and $1,664, respectively. Unclaimed sales incentives are sales incentives earned by the customer but the customer bas not 
claimed payment from the Company within the claim period (period after progr11m has ended). Unclaimed sales incentives for the years 
ended February 28,2011, 2010 and 2009 amounted to $748, $1,190 and $2,419, respectively . 

. The Company reverses earned but unclaimed sales incentives based upon the expiration of the claim period of each program. Unclaimed 
sales incentives that have no specified claim period are reversed in the quarter following one yea:r from the end of the program. The 
Company believes the reversal of earned but unclaimed sales incentives upon the expiration of the claim period is a disciplined, rational, 
consistent and systematic method of reversing unclaimed sales incentives. 

A summary of the activity with respect to accrued sales incentives is provided below: 

Year Year Year 
Ended Ended Ended 

February 28, February 28, February 28, 
2011 2010 2009 

$ 10,606 $ 7,917 $ 10,768 
28,004 29,629 23,877 

(24,904) (24,381) (22,645) 
Reversals for unearned incentives (977) (1,369) (1,664) 
Reversals for unclaimed incentives (748) (1,190) (2,4!9} 

Ending balance $ 11,981 $ 10,606 $ 7,917 

The majority of the reversals of previously established sales incentive liabilities pertain to sales recorded in prior periods. 
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Excluding cn-oper~ttvc advertising, the Company expensed the cost of advertising, as incurred, of $6,076, $5,420 and $6,5 23 for the 
years ended February 28, 20 II, 20 lO and 2009, respectively. 

n) Product ~Varranties r~nd Product Repair Cos is 

The Company generally warranties its products agamst certain manufacturing and other defects. The Company provides warranties for all 
of its products ranging from 90 days to the lifetime of the product. Warranty expenses arc accrued at the lime of sale based on the 
Company's estimated cost to repair expected product returns for warranty matters. This liability is based primarily on historical experiences 
of actual warranty claims as well as current information on repair costs. The warranty liability of $5,9 56 and $7,853 is recorded in 
accrued expenses in the accompanying consolidated balance sheets as of February 28,2011 and 2010, respectively. In addition, the 
Company records a reserve for product repair costs which is based upon the quantities of defective inventory on hand and an estimate of 
the cost to repair such defective inventory. The reserve for product repair costs of $3,095 and $5,205 is recorded as a reduction to 
inventory in the accompanying consolidated balance sheets as of February 28,2011 and 2010, respectively. Warranty claims and product 
repair costs expense for the years ended February 28, 2011, 2010 and 2009 were $11,560, $12,052 and $12,187, respectively. 

Changes in the Company's accrued product warranties and product repair costs are as follows: 

BcginJilf\g balanc~ : .. ·· 

!...:~:!:::~ :.c-:a-;..;ir.ed du;iag .;..::'(ui~itiuw~ (;;;;;.:: Nv~~ ~i 

I.,iabili~~~acerued for warranties issued 

Warranty claims paid 
~'~ ~;~~ ... ~~;.!: ; -;.~ .. ~.~ •. · .. ·.:.·~:~ . . ·. 

... ;,n~ing ~-alanc~ . 

o) Foreig1z Currenct 

.. $ 

Year 
Ended 

February 28, 
2011 

.·,i,s6·o 
(15,568) 

'9,165 

$ 

.$ 

Year Year 
Ended Ended 

February 28, February 28, 
2010 2009 

.... ':14,410 $ 17;3l~ 
" 

~7~ 

ii;osi ·-
12,187 

(14,283) (15,096) 

. i3,058 $ 14,410 

Assets and liabilities of those subsidiaries and former equity invc~tees located outside the United States whose cash flows are primarily in 
local currencies have been translated at rates of exchange at the end of the period or historical exchange rates, as appropriate in accordance 
with ASC 830, "Foreign Currency Matters" ("ASC 830"). Revenues and expenses have been translated at the weighted-average rates of 
exchange in effect during the period. Gains and losses resulting from translation arc recorded in the cumulative foreign currency translation 
account in accumulated other comprehensive income (loss). For the years ended February 28,2011, 2010 and 2009, the Company recorded 
toreign currency transaction gains in the amount of $2,241, $I ,362 and $60, respectively. 

The Company has certain operations in Venezuela. Venezuela has recently been operating in a difficult economic environment, which has 
been troubled with local political issues and various foreign currency and price controls. The country has experienced high rates of inflation 
over the last several years. The President of Venezuela has the authority to legislate certain areas by decree, which allows the goverrunent to 
nationalize certain industries or expropriate cet1ain companies and property. These factors may have a negative impact on our business and 
our financiai condition. In 2003, Venezuela created the Commission of Administration of Foreign Currency ("CADiVi") which esiablishes 
and administers cutTcncy controls and their associated rules and regulations. These controls include creating a fixed c.x.dtangc rate bctwc<!n 
the Bolivar and the U.S. Dollar, and the ability to restrict the exchange of Bolivar Fuertes for U.S. Dollars and vice versa. 

Effective January I, 20 I 0, according to the guidelines in ASC 830, Venezuela had been designated as a hyper-inflationary economy. A 
hyper-inflationary economy designation occurs when a country has experienced 
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cumulative inflation of app10ximately 100 percent or more over a 3 year period. The hyper-mflattonary 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 l. 2010 and continues to account for Venezuela under this method. 

On January 8, 2010, the Venezuelan government announced iL' intention to devalue its currency (Bolivar fucrte) and move to a two tier 
exchange stmcture, 2.60 for essential goods and 4.30 for non-essential goods and services. Products sold by our Venezuelan operation are 
classified as non-essential, however, the Company has certain US dollar denominated as.~ets and liabilities for which the 2.60 rate was 
applied. During the nine months ended November 30, 20 I 0, a foreign exchange loss of approximately $1.5 million had been recorded in 
the Company's financial sLatements associated with its U.S. dollar denominated investment. This loss had been offset by the foreign 
exchange gain recorded on its U.S. dollar denominated intercompany debt. Losses of $336 associated with the ahovc investment, recorded 
prior to the transition to hyperinflationary accounting on March I, 2010, were reclassified from Other comprehensive income/(loss) to 
investments during the three months ended February 28, 2011. In January, 2011, the Venezuelan government eliminated the two-tier 
exchange rate. As such, the U.S. dollar denominated assets and liabilities which were previously recorded at 2.60 were revalued at 4.30. 
During the three months ended February 28, 20 II, a translation gain of approximately $2,900 was recorded through the financial 
statements associated with its TICC bond (See Note l(f)). This gain was offset by approximately a $1,500 loss on U.S. dollar 
denominated intercompany debt. 

On June 9, 2010, the Venezuelan government introduced a newly regulated foreign currency exchange system, Sistema de Transacciones 
con Titulos en Moneda Extranjera ("SITME"), which is controlled by the Central Bank of Venezuela ("BCV"}. The SITME imposes 
volume restrictions on the conversion of Venezuelan Bolivar Fuertes to U.S. Dollars, currently limiting such activity to a maximum 
equivalent of $350,000 per month. As a result of this restriction, we have limited new U.S. dollar purchases to remain within the guidelines 
imposed by SITME. 

p) Income Taxes 

Income Laxes are accounted for under the asset and liability method. Deferred Lax 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 Lax credit carryforwards. Deferred tax assets and liabilities arc 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 (sec Note 7). 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. 

Uncertain Tax Positions 

The Company adopted guidance included in ASC 740 "Income Taxes" ("ASC 740") as it relates to uncertain LaX positions. The guidance 
addresses the determination of whether tax benefits claimed or expected to be claimed on a tax return should be recorded in the financial 
statements. Under ASC 740, the Company may recognize the tax benefit from an uncertain tax position only if it is more likely that! not 
that the tax position will be sustained on examination by the taxing authorities based on the teclmical 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 realized upon ultimate settlement. ASC 740 also provides guidance on derecognition, classification, interest and 
penalties, accounting in interim periods and disclosure requirements. 

Tax interest and penalties 

The Company classifies interest and penalties associated with income taxes as a component of income tax expense (benefit) on the 
consolidated sLatcmcnt of operations. 

q) Income (Loss/ Per Common Share 

55 



Audiovox Corpor~tion and Subsidiaries 
Notes to Consolidated Financial Statements, continued 

February 28, 2011 
(Dollars in thousands, except share and per share data) 

Basic inc orne (loss) per common share is based upon the weighted-average number of cnmrnnn shares nllrstanding dunng the period 
Diluted income (loss) per common share reflects the potcnual dilution that would occur if sccurilles or other contracts to issue common 
stock were exercised or converted mto common stock. 

A reconciliation between the denominators of the basic and diluted income (loss) per common share arc as follows: 

Yeat· Year Year 
Ended Ended Ended 

February 28, 2011 February 28,2010 February 28, 2009 

Weighted-average number of conunon shares outstanding (basic) 

Effect of dilutive securities: 

22,938,754 22,875,651 22,860,402 

Stock options and stock warrants 173,764 44,014 

Weighted-average number of common and potential common shares outstanding (diluted) 23,112,518 22,919,665 22,860,402 

Stock options and stock warrants totaling 165,802, I ,221,200 and I ,544,225 forthc years ended Febr..;ary 28, 2011, 2010 and 2009, 
respectively, were not included in the net income (loss) per conunon share calculation because the exercise price of these options and 
warrants were greater than the average market price of common stock during the period or these options and warrants were anti-dilutive due 
to losses during the respective periods. 

r) Other Income (Loss) 

Other income (loss) is comprised of the following: 

Year 
Ended 

February 28, 2009 

Other-tlJall-ietilputiuy iUlpairmet~tofiuvestmertt in Bliss-lei marketable securities 

Interest Income 

Year 
Ended 

February 28, 2011 

$ . . .(1,600) 

1,453 

$ 
1,260 

538 
(3,467) 

Rentai income 530 537 

Other 2,821 1,349 

Total other, net $ 3,204. s·· . :1;876 $ (I ,669) 

Other income (loss) includes a translation gain of approximately $1,400 for the year ended February 28, 20 I l related to the elimination of 
the 2.6 exchange rate in Venezuela. 

s) Accounting {or the Impairment o[Long-Lived Assets and !Or Long-Lived Assets to he disposed o( 

Long-lived assets and certain identifiable intangibles arc reviewed for irnpairm"nt in accordance with ASC 360 whenever events or changes 
in circumstances indicate that the canying 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. 
Reccverability of assets hetd for sale is measured by comparing the carrying amount of the assets to their estimated fair markel value. If 
such assets are considered to b" impaired, the impainncnt to be recognized is measured by the umount by which the cnnying amount of the 
assets exceed the fair value ofthe assets. 

t) Accounting {or Stock-Based Compensation 
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Tile Company has stock optiOn plans under which employees and non-employee directors may be granted rncentrve stock optrons ("!SO's") 
and 11on-quali ficd stock options ("NQSO's") to purchase shares of Class A common stock. Under the stock option plans, the exercise 
lllicc of tile !SO's will not be less than the market value of the Company's Class A conunon stock or greater than 110% of the market value 
of the Company's Class A common stock on the date of grant. The exercise price of the NQSO's may not be less than 50% of the market 
value of the Company's Class A conunon stock on the date of grant. TI1e plan pem1its for options to be exercised at various intervals as 
determined by the Board of Directors. However, the maximum expiration period is ten years from date of grant. The vesting requirements 
arc determined by the Board of Directors at the time of grant. Exercised options arc issued from authoriled Class A Common Stock. As of 
February 28,2011, 1,773,637 shares were available for future grants under the terms of these plans. 

Options are measured at the fair value of the award at the date of grant and are recognized as an ex.pense over the requisite service period. 
Compensation expense related to stock-based awards with vesting terms are amortized using the stTaight:line attribution method. 

The Company granted 861,250 options in September of 2009, one-half vested on November 30, 2009 and one-half vested on November 
30, 2010, expire three years from date of vesting (November 30, 2012 and November 30, 2013, respectively), have an exercise price equal to 
$6.37 (the sales price of the Company's stock on the day prior to the date of grant) have a contractual term between 3.2 and 4.2 years and a 
grant date fair value of $2.69 per share determined based upon a Black-Shales valuation model (refer to the table below for assumptions 
used to detennine fair value). 

rri addition, the Company issued 17,500 warrants in September of 2009 to purchase the Company's conuaaon stock with the same terms as 
those above as consideration for future legal services. Accordingly, the Company recorded additional legal expense in the amount of 
approximately $2 5 and $22 for the years ended February 28, 2011 and 2010, representing the fair value of the warrants issued. These 
warrants are included in the outstanding options and warrant table below and considered exercisable at February 28, 2009. 

The Company granted 20,000 options during July 2009, which vested one-half on August 31, 2009 and one half on November 30, 2009, 
expire two years fmm date of vesting (August 31, 2011 and November 30, 2011, respectively), have an exercise price of$7.48 equal to the 
sales price of the Company's stock on the day prior to the date of the grant, bave a contractual life of2.2 years and a grant date fair value 
of $2.94 per share. 

The Company granted 197,250 options during October of2008, which vested one-half on November 30, 2008 and one-half on February 
28, 2009, expired two years from date of vesting (November 30, 2010 and February 28, 2011, respectively), had au exercise price equal to 
$4.83, the sales price of the Company's stock on the day prior to the date of grant, had a contractual term between 2.1 and 2.4 years and a 
grant date fair value of $1.44 per share determined based upon a Black-Shales valuation model (refer to the table below for assumptions 
used to detennine fair value}. 

In addition, the Company issued 17,500 warrants during October of2008 to purchase the Company's common stock with the same terms 
as those above as consideration for future legal services. Accordingly, the Company recorded additional legal expense in the amount of 
approximately $26 for the year ended February 28, 2009, representing the fair value of the warrants issued. These warrants are included in 
the outstanding options and warrant table below and were considered exercisable at February 28, 2009. 

TI1e per share weighted-average fair value of stock options granted during the year ended February 28, 20 I 0 and 2009 was $2.70 and 
$1.44, respectively on the datt: of grant. 

The fair value of stock options and warrants on the date of grant, and the assumptions used to estimate the fair value of the stock options 
and warrants using the Black-Sholes option valuation model granted during the year was as follows: 
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Year 
Ended 

FeiH·uary 28, 
2010 

Year 
Ended 

Fehruary 28, 
2009 

Oo/o 

Risk-free interest rate 

Expected life (years) 

0% 

55.9%- 69.0% 

1.46%-0.97% 

3. 7 and 2.2 

47.0% 

5.0% 

2.0 

Cost of sales 

Selling expense 

The expected dividend yield is based on historical and projected dividend yields. The Company estimates expected volatility based 
primarily on historical price changes of the Company's stock equal to the expected life of the option. During Fiscal 20 II, the Company 
changed from daily stock prices to monthly stock prices as the Company's stock experiences low-volume trading. We believe that daily 
fluctuations are distortive to the volatility and as such will continue to usc monthly inputs in the future. TI1e risk free interest rate is based 
on the U.S. Treasury yield in effect at the time ofthe grant. The expected option term is the number of years the Company estimates the 
options will be outstanding prior to exercise based on employment termination behavior. 

The Company recognized stock-based compensation expense (before deferred i~come tax benefits) for awards granted under the Company's 
stock option plans in the following line items in the consolidated statement of operations: · 

Year Year 
Ended Ended 

J;'cbruary 28, 2010 February 28, 2009 
$ .· ·. 17 .$ 7 

General and administrative exp~~ies .. :· · · 

Year 
Ended 

February 28, 20ll 

l 18 
89 

1,172 
5 

165 
951 

5 

63 

234 

5 Engineering atJd technical support 

Stock-based compe~i~tiod~i~~~~~ '!;fo;e'iri.~c\~c:iax b~~;,fits .. $ 1;284 ' $ . : 1;138 ""$ . . 309 ..;.;__..;.;_ __ _ 
Net income was impacted by $1,284 (after lax), $1,138 (after tax) and $309 (after tax) in stock based compensation expense or $0.06, 
$0.05 and $0.0! per diluted share for the years ended February 28, 20 II, 2010 and 2009, respectively. No tax benefit was recorded in 
Fiscal20ll due to the Company's loss position. 

Information regarding the Company's stock options and warrants are summarized below: 
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Outstanding and exercisable at february 29, 2008 
Granted 

Exercised 

Forfeited/expired 

Outstanding and exercisable at February 28, 2009 
Granted 

Exercised 

Forfeited/expired 

Outstanding and exercisable at February 28, 20 I 0 
Granted 

.. -

Exercised 

F?rfeitedl~xpir_e? 

Outstanding and exercisable at Februalj 28, 20 II 

\Vcightcd-
Average 

Number Exercise 
of Shares Price ---------

1,567,036 $ 13.96 
214,750 4.83 

(10,000) 4.63 

(J 14,952) 13.29 

1,456,834 12.82 

898,750 6.40 

(17,500) 7.38 
(I ,022,500) 14.91 

1,315,584 6.91 

(189,125) 4.93 

(240,209) 10.38 

886,250 $ 6.40 

At February 28, 20 II, the Company had no unrecognized compensation costs as all options were fully vested. 

Summarized information about stock options outstanding as of February 28, 20I I is as follows: 

Exercise 
Price 

Range 

$ 6.37-7.48 

Number 
of Shares 

886,250 $ 

Outstanding and Exercisable 

Weighted
Average 
Exercise 

Price 
of Shares 

6.40 

Weighted
Average 

Life 
Remaining 

in Years 

2.21 

The aggregate pre-tax intrinsic value (the difference between the Company's average closing stock price for the last quarter of Fiscal 20 II 
and the exercise price, multiplied by the number ofin-the-money options) that would have been received by the option holders had all option 
holders exercised their options on February 28, 20 II was $1,499. This amount changes based on the fair market value of the Company's 
stock. Tite total intrinsic values of options exercised for the years ended February 28, 20 I I, 2010 and 2009 were $444, $45 and $52, 
respectively 

u) Accumulated Other Comprehensive Income (Loss) 

Accumulated other comprehensive losses: 

Foreign exchange losses 

Unrealized losses on investments, net of tax 

Derivatives designated in hedging relationship 

Total accumulated other comprehensive losses 

$ 

$ 

February 28, February 28, 
2011 2010 

(2,906) $ (3,701) 
(I, I81) (3,577) 

238 

(3,849) $ (7,278) 

During the year ended February 28,2010 $(1,000) of unrealized losses on available-for-sale investment securities were transferred into 
earnings. The fiscal 2010 charge was as a result or declines deemed other-than-temporary. 
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The currency translauon adjustments arc not adjusted for income taxes as they relate to indefinite invcstnrcnt' in non-lJ.S. subsrdraric> and 
equity investmenls. 

v) New Accountim! Pronouncements 

In June 2009, the FASB issued authoritative guidance included in ASC 860 "Transfers and Servicing" which changes the analysis 
required to determine controlling interest in variable interest entities and requires additional disclosures regarding a company's involvement 
with such entities. ·n1e standard, which was effective for the Company beginning March I, 2010. did not have a material impact on the 
Company's consolidated financial statements. 

In June 2009, the FASB issued authoritative guidance under ASC 810 which eliminates the concept of qualifying special purpose entities, 
limits the number of financial assets and liabilities that qualify for derecognition, and requires additional disclosures. The guidance, which 
was effective for the Company on March I, 2010, did not have a 111aterial impact on the Company's consolidated financial statements. 

[n January 2010, the FASB issued authoritative guidance under ASC 820 that improves disclosures around fair value measurements. This 
pronouncement requires additional disclosures regarding transfers between Levels !, 2 and 3 of the fair value hierarchy of this 
pronouncement as well as a more detailed reconciliation ofrecuning Level3 measurements. Certain disclosure requirements of this 
pronouncement were effective and adopted by the Company on March I, 2010, and did not have a material impact on the Company's 
fmancial statements. The remaining disclosure requirements of this pronouncement will be effective for the Company's first quarter in 
Fiscal20!2. The adoption of the remaining disclosure requirements will nor have a material impact on the Company's financial statements. 

In May 20 10, the FASB issued authoritative guidance included in ASC 830 "Foreign Currency" which requires certain disclosures when a 
company uses alternative exchange rates for re-measurement of U-S. dollar-denominated balances which are subsequently translated at 
official exchange rates for fmancial reporting purposes. The guidance, which was effective in March 20 I 0, did not have a material impact 
on the Company. 

In January 20 I I, the FASB issued authoritative guidance included in ASC 805 "Business Combinations" which modifies certain pro
forma disclosures related to business combinations. The adoption of the disclosure requirement did not have a material impact on the 
Company's fmancial statements. 

2) Business Acquisitions 

On February I, 2010, the Company's newly fom1ed subsidiary, In vision Automotive Systems, Inc., purchased the assets of Invisiou Industries, 
Inc., a manufacturer of rear seat entertainment systems for OEM's, potts and car dealers. As consideration for lnvision, the Company agreed to pay 
the following: 

Purchase price (including cash payments at closing to principal and certain vendors) 

Estimated future consideration 

$ 

$ 

15,307 

1,458 

$ 16,765 

In conjunction with the acquisition, the Company refinanced and executed a new loan with Suntrust Bank to pay down the former obligation of 
Invision Industries, Inc_ and assumed certain debt. The total debt at closing was $5,000, which is included in the purchase price_ The Company 
recorded estimated liabilities for future consideration in connection with a non-compete agreement with, and contingent consideration due at the option 
of the former princip•l. 

The results of operations of this acquisition have been included in the consolidated fmanci:il statements from the date of acquisition. TLe purpose of 
this acquisition was to further strengthen our OEM presence and add manufacturing capabilities to our business model. 
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Tht: following summarizes the allocation of the purchase price to the fair value of the assets acquired and liabilittes assumed at the date of 
acquisition: 

Assets acquired: 

Accounts receivable, net 

Inventory 

Property, plant and equipment, net 

Other assets 

Trademarks and other intangible assets 

Gondwill 

Total assets acquired 

Liabilities assumec;l: 

Accounts payable, accrued expenses and other liabilities 
F~~~--~~ttY ... ::-:~.-_\:·}_ . :·~· .. ~-. ::. . ·- . 

Total liabilities assumed 
. ·.- ...... ,. 

Net assets acquired 

$ 

$ 

$ 

$ 

February I, 20 I 0 (as 
initially reported) 

3,261 

5,078 

2,973 

53 

4,802 

7,389 

23,556 

7,357 

879 

8,236 

15,320 

$ 

$ 

$ 

$ 

Measurement Period 
Adjustments 

(831) 

(2,033) 

(I) 

146 

4,162 

(16) 

1,427 

(133) 

' 115 

(18} 

1,445 

$ 

$ 

$ 

$ 

February I, 20 I 0 (as 
adjusted) 

2,430 

3,045 

2,972 

199 

8,964 

7,373 

24,983 

7,224 

994 

8,218 

16,765 

The Company expensed acquisition costs of $219 in accordance with ASC 805 during the year ended February 28, 2010. The allocation of the 
purchase price to the assets and liabilities assumed was based on a valuation study performed by management and is final. 

Schwaiger 

On October I, 2009, Audiovox German Holdings GmbH completed the acquisition of certain assets of Schwaiger, a German market leader in 
consumer electronics as well as SAT and receiver technologies. As consideration, the Company made a cash payment of $4,348, with all acquisition 
costs of$209 expensed as incurred in accordance with ASC 805 during the year ended February 28, 20 lO. 

The results of operations of this acquisition have been included in the consolidated ftnancial statements from the date of acquisition. The purpose of 
tllis acquisition was to expand our European operations and increase our presence in the European accessory market. 

The following summarizes the allocation of the final purchase price to the fair value of the assets acquired and liabilities assumed at the date of 
acquisition: 
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Inventory 

Prepaid ass~rs 

Prope1ty, plant and equipment, net 

Tradcma1 ks and other intangible assets 

Total assets acquired 

Liabilities assumed: 

Accrued expenses and other liabilities 

Net assets acquired 

Less: purchase price 

Gain on bargain purchase 

Pro-{i>rma Financial /n!Onnatjon 

Audiovox Corporation lllHI Subsidiaries 
Notes to Consolidated Financial Statements, continued 

Fd>rnar·y 28, 201 i 
(Dollars in thousands, except share and per share data) 

$ 

$ 

$ 

5,596 
86 

351 

6,213 

12,246 

!02 

12,144 

4,348 

7,796 

The following unaudited pro-forma financial information for the years ended February 28, 20 II, 2010 and 2009 represents the combined results of 
the Company's operations as if the Schwaiger and Invision acquisitions had occurred at March I, 2008. The unaudited pro-forma financial 
information docs not necessarily reflect the results of operations that would have occurred had the Company constituted a single entity during such 
periods. 

Year Year Year 
Ended Ended Ended 

February 28, February 28, February 28, 
2011 2010 2009 

Net Saies $_ •. 
·.·' < 5§1,6}2 $ 617,340 ,$ 657,647 

Net income (loss) 

Net income (loss) per share-diluted 
. 23,031 27,966 (77,336) 

j LOO $ 1.22 $ (3.38) 

3) Receivables from Vendors 

The Company has recorded receivables from vendors in the amount of $8,382 and $11,170 as of February 28,2011 and 2010, respectively. 
Receivables from vendors represent prepayments on product shipments and product reimbursements. 

4) Equity Investment 

The Company has a 50% non-controlling ownership interest in Audiovox Specialized Applications, Inc. ("ASA") which acts as a distributor to 
markets for specialized vehicles, such as RV's, van conversions and marine vehicles, of televisions and other automotive sound, security and 
accessory products. ASC 810 requires the Company to evaluate non-consolidated entities periodically and as circumstances change to determine if an 
implied controlling interest exists. During Fiscal 2011, the Company evaluated this equity investment and concluded that this is still a variable 
interest entity and the Company is not the primary beneficiary. ASA's fiscal year end is November 30, 2010, however, the proportionate rcsnlt:; of 
ASA as of and until February 28, 20 II have been recorded in the consolidated financial statements. 

The following presents unaudited summaty financial information for ASA. Such summary financial information has been provided herein based 
upon the individual significance ofthis unconsolidated equity investment to the consolidated financial infonnation of the Company. 
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Current assets 

Non-current assets 

Current liabilities 

Members' equity 

Audiovox Corporation and Subsidiaries 
Notes to Consolidated Financial Statements, continued 

Fehruar;.· 28, 20 II 
(Dollars in thousands, except share and per share data) 

$ 

February 28, 
2011 

February 28, 
2010 

(unaudited) 

24,521 $ 
5,240 
4,233 

25,528 

21,793 
5,316 
4,565 
22,544 

The equity balance carried on the Company's balance sheet amounts to $12.764 and $11,272 for the years ended February 28, 2011 and 2010, 
respectively. 

Net sales 
Gross profit 

Operating income 

Net income 

$ 

Year 
Ended 

February 28, 
20ll 

68,796 
18,478 
5, 756 
5,810 

$ 

Year 
Ended 

February 28, 
2010 

(unaudited) .. 

Year 
Ended 

February 28, 
2009 

5J,341 . $. •. · , ... 
12,705 

. 51,169 
12,691 

::1,338. 
1,951 

~_.032 ... '· 
3,314 

The Company's share ofineome from ASA for the years ended February 28,2011, February 28, 2010 and February 28, 2009 was $2,905, 
$1,657 and $975, respectively. In addition, the Company received cash distributions from ASA totaling $1,413, $3,504 and $1,080 during the 
years ended February 28, 2011, 2010 and 2009, respectively. 

The following represents swrunary infom~ation of transactions between the Company and ASA: 

Net Sales 

Purchases 

Royalty expense 

Accounts receivable 
Royalty payable 

5) Accrued Expenses and Other Current Liabilities 

Accrued expenses and other current liabilities consist of the following: 
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Year 
Ended 

February 28, 
2011 

$ 477 $ 

$ 

Year Year 
Ended Ended 

February 28, February 28, 
2010 2009 

(unaudited) 

so4 $ 1,026 
76 

278 500 

February 28, February 28, 
2011 2010 

27 ·$ 181 
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Commissions 
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February 28, lllll 
(Dollars in thuusands, except share and per share data) 

$ 

February 28, 
2011 

February 2H, 
2010 

619 s 615 

Employee compensation 9,948 8,652 

Professional fees and accn1ed settlements 

Future warranty 

2,438 2,719 

5,956 7,853 

Freight and duty 2,007 2,213 

Royalties, advertising and other 15,532 13,738 

Total accrued expenses and other current liabilities 36,500 $ 35,790 ------$ 

6) Debt 

The Company has the following financing arrangements: 

February 28, February 28, 
2011 2010 

Domestic bank obligations (a) 

Foreign bank obligation (b) 

Euro term loan agreement (c) 

Sun trust loan (d) 

$ 

~~902. 
3,488 

$ 
·1;703 

4,823 

5,022 

Oehlbach (e) 86 120 

Olher(i'l 1,890 1 011 
~,vJJ.. 

Total debt 10,366 14,699 

Less: current portion of long-term debt .. ·.4;'.fi!·.· ·~,086 

Total long-term debt $ 5,895 $ 6,613 

a) Domestic Bank Obli<J.Elions 

As of February 28, 2011, we had a domestic three-year credit facility to fund the temporary short-term working capital needs of the 
Company, which allowed aggregate borrowings of up to $15,000 at an interest rate of LIB OR plus 3.5%. This facility was tem1inated and 
replaced as indicated below on March I, 20 II . 

As of March I, 20 II, the Company has a revolving credit facility (the "Credit Facility") with an aggregated committed availability of up to 
$175 million (the "Maximum Credit"). This amount may be increased at the option of the Company up to a maximum of $200 million. 
The Credit Facility includes a $25 million sub limit for issuances of letters of credit and a $20 million sub limit for Swing Loans. 

The Company may borrow under the Credit Facility as needed, provided the aggregate amounts outstanding will not exceed 85% of certain 
eligible accounts receivable, plus 65% of certain eligible inventory balances Jess the outstanding amounts fnr Letters of Credit Usage, if 
applicable. This amount may be further reduced by the aggregated amounts of reserves that may be required at the reasonable discretion of 
Wells Fargo in its role as the Administrative Agent. 

Generally, the Company may designate specific borrowings under the Credit Facility as t:itht:r Base Rate Loans or LIBOR Rate Loans, 
except that Swing Loans may only be designated as Bast: Rate Loans. Loans designated as L!BOR Rate Loans shall bear interest at a rate 
equal to the then applicable UBOR rate plus a range of2.25- 2.75% based on excess availability in the borrowing base. Loans designated 
as Base Rate loans shall bear interest at a rate equal to the base rate plus an applicable margin ranging from 1.25- I. 75% based on excess 
availability in the botTowing base. 

All amounts outstanding under the Credit Facility will mature and become due on March I, 2016. The Company may prepay any 
amounts outstanding at any time, subject to payment of certain breakage and redeployment 
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costs rclatin~ to LI80R Rate Loans. The commitments under the Credit Facility may be irrevocably reduced at any time wtthuul premium 
or penalty. 

The Credit Agreement contains covenants that limit the ability of certain entities of the Company to, among other things: (i} mcur additional 
indebtedness: (ii} incur liens; (iii} merge, consolidate or exit a substantial portion of their business; (iv} transfer or dispose of assets; (v) 
change their names, 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 liscal year or method of accounting; (xi) make advances, loans or investments; (xii) enter 
into or pennit any transactions with an Affiliate of certain entities of the Company; (xiii) use proceeds for certain items; (x:iv) issue or sell 
any of their stock; and/or (xv) consign or sell any of their inventory on certain terms. 

In addition, at any time that Excess Availability falls below 12.5% of the Maximum Credit, the Company must maintain a minimum Fixed 
Charge Coverage Ratio for certain entities, of not less than 1.0:1.0 until such time as Excess Availability has equaled or exceeded 12.5% of 
the Maximum Availability at all times for a period of thirty (30) consecutive days. 

The Credit Agreement contains customary events of default, including, without limitation: failure to pay when due principal amounts in 
respect of the Credit Facility; failure to pay any interest or other amounts under the Credit Facility for a period oftluee (3) business days 
after becoming due; failure to comply with certain agreements or covenants in the Credit Agreement; failure to satisfy certain judgments 
against a Loan Party or any of its Subsidiaries; certain insolvency and bankruptcy events; and failure to pay when due certain 
indebtedness in principal amount in excess of $5 million. 

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

On March l, 2011, the Company borrowed approximately $89 million under this credit facility as a result of its stock purchase agreement 
related to Klipsch Group, Inc (see Subsequent Event in this Form I OK). 

b) Foreirm Bank Obligations 

Fort::ign bank obligations include a financing arrangement totaling 16,000 Euros consisting of a Euro accounts receivable factoring 
arrangement and a Euro Asset-Based Lending ("ABL") (up to 60% of eligible non-factored accounts receivable) credit facility for the 
Company's subsidiary, Audiovox Gennany, which expires on November l, 2012. Selected accounts receivable are purchased from the 
Company on a non-recourse basis at 85% of face value and payment of the remaining 15% upon receipt from the customer of the balance 
of the receivable purchased. The activity under the factoring agreement is accounted for as a sale of accounts receivable. The rate of interest 
is the three month Euribor plus 1.9%, and the Company pays 0.22% of its gross sales as a fee for the accounts receivable factoring 
arrangement. As of f-ebruary 28, 20 II, the amount of accounts receivable available for factoring ex:ceeded the amounts outstanding under 
this obligation. 

The Company has a $2,000 credit line in Venezuela to fund the short-term working capital needs of the local operation. This line is secured 
by a standby letter of credit in the U.S., expires on June 30, 2011 and carries an interest rate of 20%, which is ftxed for 90 days. There 
were no amounts outstanding as of February 28, 20 II. 

c) Euro Term Loan Agreement 

On March 30, 2008, Audiovox Germany entered into a new 5 million Euro tenn loan agreement. This agreement is for a five-year term with 
a financial institution and was used to repay the Audiovox Germany intercompany debt to Audiovox: Corporation. Payments under the term 
loan are to be made in two semi-annual installments of 500 Euros beginning on September 30, 2008 and ending on March 30, 2013. Interest 
accrues at a fixed rate of 4.82%. Any amount repaid can not be reborrowed. The term loan is secured by a pledge of the stock of 
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Audiovox licrmany and the Magnat lniihd name, prohibits the distribution of dividends, and takes precedence lo all other intcrclHlll""'Y 
loans with A.udiovox Corpo1ation 

d) Sun/rust 

On February I, 2010, the Company entered into a two-year monthly installment loan in the amount of $5,000 at an interest rate of LIBOR 
+ 4%. This loan was used to pay down liabilities assumed in the asset purchase of lnvision Systems, Inc. In April 20 I 0, this loan was 
prepaid in full without penalty. 

c) Oehlbach 

In connection with the Ochlbach acquisition, the Company acquired short and long tcm1 debt payable to various third parties, which was 
repaid in March 20 I 1. 

t) Other Debt 

On Augu~t 29, 2003, the Company entered into a call/put option agreement with certain employees of Audiovo;c Germany, whereby these 
employees can acquire up to a maximum of 20% of the Company's stated share capital in Audiovox Germany at a call price equal to the 
same proportion of the actual price paid by the Company for Audiovox Germany. The put options cannot be exercised until the later of 
(i) November 30, 2008 or (ii) the full repayment (including interest) of an inter-company loan granted to Audiovox Germany in the amount 
of 5.3 million Euros. Notwithstanding the lapse of these time periods, the put options become immediately exercisable upon (i) the sale of 
Audiovox Germany or (ii) the termination of employment or death of the employee. The put price to be paid to the employee upon exercise 
will be the then net asset value per share of Audiovox Germany. Accordingly, the Company recognizes compensation expense based Of1 20% 
of the increase in Audio vox Germany's net assets, subject to certain adjustments as defmed in the agreement, representing the incremental 
change of the put price over the call option price. Compensation (benefit) expense for these options amounted to $727, $1,679 and $642 

In connection with its Invision acquisition, the Company settled an assumed liability with a payment upon closing and an interest free 
notes payable to the vendor. The balance at February 28, 2011 is approximately $1,100 and will be fully paid by the end ofFiscal2012. 

The following is a maturity table for debt and bank obligations outstanding at February 28, 2011: 

Total 
Amounts 

Committed 2012 201:! 2014 2015 2016 

$ 10,366 $ 4,471 $ .. :S,203 $ .· ' .. 692 $ $ 

The weighted-average interest ratcou short-tem1 debt was 3.81% and 4.47% forFiscal201l and 2010, respectively. 

7) Income Taxes 

The components of income (loss) before the provision for income taxes are as follows: 

Year Year Year 
Ended Ended Ended 

February 28, February 28, February 28, 
2011 2010 !009 

Domestic Operations $ 6,276 $ 4,569 $ (56, 786) 

Foreign Operations 6,220 6,586 832 

$ 12,496 $ 11,155 $ (55,954} 
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The (bcnefrt) provrsion for income taxes is comprised of the following: 

Ye~r 

Ended 
Year Year 
Ended Ended 

February 28, February 28, February 28, 

2011 2010 2009 

Current provision (benefit) 

Federal $ 278 $ (11,326) $ 522 

State (35) (1,349) 443 

Foreign 3,120 (605) 328 

Total current provision (benefit) $ 3,363 $ (13,280) $ 1,293 

Deferred (benefit) provision 

Federal $ (12,103) $ 1,374 $ 12,446 

State (1,355) 157 1,617 

Foreign (440) 421 (281) 

Total deferred (benefit) provision $ ·. (13,898) $ 1,1)52. $ 13,782 

Total provision (benefit) 

Federal $ (11,825) $ (9;9~~j $ 12,968 
State (1,390) ( 1,192) 2,060 
Foreign .·2,680 o84j 47 

Total provision (benefit) $ (10,535) $ (11,328) $ 15,075 

The effective tax rate before income tax:es varies from the current statutory U.S. federal income tax rate as follows: 

Year Year Year 
Ended Ended Ended 

February 28, February 28, February 28, 
2011 2010 2009 

Tax provision at Federal statutoryrates $ 4,373 35.0% $ 3,904. 35.0% $ (19,584) 35.0% 
State income taxes, net of Federal benefit 167 1.3 208 1.9 (1,268) 2.3 
Impairment of non-deductibic goodwill - 4,682 (R.4) 

Change in valuation allowance (16,254) (130.1) (9,902) (88.8) 29,808 (53.3) 

Change in tax reserves 159. 1.3 . ·. (4,623) (41.4) . 780 (1.4) 

US effects of foreign operations 92 0.8 668 6.0 541 (l.O) 

Gain on bargain purchase (1,896) (17.0)% 

Permanent di ffercnccs and other 928 7.4 313 2.8 116 (0.2} 

Effective tax: rate $ (10,535) (84.3)% $ (11,328) (101.5)% $ 15,075 (27.0)% 

The U.S. effects of foreign operations include differences in the statutory tax rate of the foreign countries as compared to the statutory tax rate in the 
U.S., foreign operating losses for which no tax benefit has been provided and the effects of the settlement of the Gennan tax audit during Fiscal 2009. 

Other is a combination of various factors, including changes in the taxable income or loss between various tax: entities with diffeling effective tax 
rates, changes in the allocation and apportionment factors between tax:able jurisdictions with differing tax rates of each tax: entity, changes in tax rates 
and other legislation in the various jurisdictions and other items. 
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Deferred income taxes reflect the net tax effects of temporary difTcrcnccs between the carrying amounts of assets and liabilities for financialtcporting 

and tax ptuvoscs. Si~;nificant components of the Company's deferred tax assets and liabilities arc as follows: 

Deferred tax assets: 

Accounts receivable 

Inventory 

Property, plant and equipment 

Intangible assets 

. Acc~;als a~d r~serve~ 
Unrealizedgains and losses 

Net operating losses 

Tax credits 

Defe.rred ~~ ass~ts before valuation allowance 

Less: valuation allowance 

Tobii defe~~dtai( ·~ss~is 
Deferred tax liabilities: 

~- . ; ' 'Jil!angible ass.t;ts. 
Prepaid expenses 

· :::.'v~~~riiit!~.i/.;f~i~eamirigs 
Total deterred tax liabilities 

~ei deferred~- asset (iiability) . ,., .. .'·:··.· ., 

February 28, 
2011 

$ 905 

2,373 

1,133 

3,734 

5,258 

2,860 

3,392 

3,376 

23,031 

(7,044) 

15,987 

(10~ 732) 

(1,213) 

c34s) 
(12,293) 

··$ .. :;.. ... · .. . :3,694 .. 

February 28, 
2010 

$ 1,059 

1,149 

959 

4,651 

5;217 

4,014 

4,8:;6 

3,313 

.~5.218 

(24,349) 

:.•.:'!. 869 

. (9;479) 

(1,261) 

{10,740) 

;·$ ,;: :'(9;87l) 

in assessing the realizability of deferred tax assets, Management considers whether it is more-likely-than-not that some portion or all of the deferred 
tax assets will be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income in those periods in 
which temporary differences become deductible &nd /or net operating loss carryforwards can be utilized. We consider the level of historical taxable 
income, scheduled reversal of temporary differences, tax planning strategies and projected future taxable income in determining whether a valuation 
allowance is warranted. Based on these considerations, the Company believes that as of February 28, 2011 it will realize its deferred tax assets of 
$3,694, which is net of a valuation allowance of$7,044. 

During Fiscal 2011, the Company recorded an income tax benefit of $16.3 million through a partial reduction of its valuation allowance as a 
significant portion of its deferred tax assets became realizable on a more-likely-than-not basis as a result of current operating results and forecasts of 
pre-tax earnings. The Company maintains a valuation allowance against deferred tax assets in certain foreign jurisdictions and with respect to its 
foreign tax credits and various investments which are more likely than not to generate capital losses in the future. Any further 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. 

In accordance with 1\SC 350, the Company does not amortize indefinite-lived intangibles for book purposes but does amortize intangibles with tax 
basis for tax purposes. The net deferred tax liability at February 28, 2010 relates to the tax effect of differences between the book and tax bases 
of intangible assets not expected to reverse during the Company's net operating loss carry forward period. 

As of February 28, 2011, the Company had approximately $5.9 million of U.S. federal net operating loss carryforwards, which are available to 
offset future taxable income. These carryforwards expire in the tax years between 2027 and 2030, if not utilized. In addition, the Company has 
approximately $3.3 of foreign tax credits that expire in 2012 through 20 I li if not utilized. In addition, the Company has various state net operating 
loss carry forwards that expire in varying amounts tluough fiscal year 2010. 
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TI1e Company has not provtded for U.S. federal and foreign withholding taxes on its foreign subsidiaries undistribt~ted earnings tn Germany and 
Venezuela as of February 28, 20 ll, because such earnings arc intended to be indefmitely reinvested overseas. The amount of unrecognized deferred 
tax liabilities for temporary differences related to investments in undistributed earnings is not practicable to detennine at this time 

A reconciliation of the beginning and ending amount of unrecognized tax benefits, excluding interest and penalties, is as follows: 

Balance at February 28, 2009 

Additions based on tax positions taken in the current and prior years 

Change in tax law 

Settlements 

Lapse in statute of limitations 

Balance at Februpry 28, 2010 

Additions based on tax positions taken in the current and prior years 

Change in tax law 

Settlements 

Lapse in statute of limitations . . 
Balance at February 28,2011 

$ 

$ 

$ 

5,754 

334 

(1,166) 

(2,297) 

2,625 

773 

(63) 

3,335 

At February 28, 20 II, the Company had unrecognized tax benefits of $3,335, which includes $1,738 of excess tax benefits related to stock-based 
compensation as prescribed by ASC718. A reasonable estimate of timing of these liabilities is not possible. As of February 28, 20 II, Company had 
approximately $430 of accrued interest and penalties. The Company records both accrued interest and penalties related to income tax matters in the 
provision for income taxes in the accompanying consolidated statement of operations. Included in the reconciliation of unrecognized tax benefits 
additions based on tax positions taken in prior years for Fiscal 2010 and Fiscal 2011 are excess tax benefits for stock based compensation 
deductions which have not yet reduced the Company's current taxes payable as prescribed by ASC 718. In addition, the Company believes that the 
uncertain tax positions will not materially change within the next twelve months. 

The Company files its tax returns in the U.S. and certain state and foreign income tax jurisdictions with varying statutes of limitations. The earliest 
years' tax returns filed by the Company that arc still subject to examination by the tax authorities in the major jurisdictions are as follows: 

Jurisdiction 

U.S. 
Germany 

Canada 

Tax Year 

2007 

2007 

2007 

U.S. net operating loss carryforwards utilized in open tax years are subject to adjustment by the tax authorities. 

8) Capital Structure 

The Company's capital structure is as follows: 
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Shan.•s Authorizt'ci 

February 28, February 28, 
2011 2010 

Sbarcs Outstanding 

February 28, 
201 [ 

February 28, 
20[0 

\'oling 

Rights per 
Share 

Liquidation 

Rights 

Preferred Swck $ 50.00 50,000 50,000 $50 per share 

Secies Preferred 
Stock $ 0.01 1,500,000 1,500,000 
Class A Common Ratably with Class 

B Stock $ 0.01 60,000,000 60,000,000 20,&13,005 20,622,905 One 

Class B Common Ratably with Class 
A Stock $ 0.01 10,000,000 10,000,000 2,260,954 2,260,954 Ten 

The holders of Class A and Class B conunon stock are entitled to receive cash or property dividends declared by tbe Board of Directors. The Board 
of Directors can declare cash dividends for Class A common stock in amounts equal to or greater than the cash dividends for Class B common 
stock. Dividends other than cash must be declared equally for both classes. Each share of Cla~s B common stock may, at any time, be converted 
into one share ofCiass A common stock. 

Stock held in treasury by the Company is accounted for using the cost method which treats stock held in treasury as a reduction to total 
stockholders' equity. The cost basis for subsequent sales of treasury shares is detemtined using an average cost method. As of February 28, 2011, 
1,738,263 shares of the Company's Class A common stock arc authorized to be repurchased in the open market. During the years ended 
February ·28, 20 II, 2010 and 2009, the Company did not purchase any shares. 

Undistributed earnings from equity investments included in retained earnings amounted to $7,438 and $5,946 at February 28, 2011 and 2010, 
respectively. 

9) Other Stock and Retirement Plans 

a) Restricted Stock Plan 

Tite Company has restricted stock plans under which key employees and directors may be awarded restricted stock. Awards under the 
restricted stock plan may be performance-accelerated shares or performance-restricted shares. No performance accelerated shares or 
performance-restricted shares were granted or outstanding during the years ended February 28,2011, 2010 and 2009. 

As of February 28, 2011, 1,773,637 shares of the Company's Class A common stock are reserved for issuance under the Company's 
Restricted and Stock Option Plan. 

b) Profit Sharina l'lans/40 1 (k) Plan 

The Company has established two non-contributory employee profit sharing plans for the benefit of its eligible employees in the United 
States and Canada. llte plans are administered by trustees appointed by the Company. No contributions were made during .the years ended 
February 28,2011, 2010 and 2009. Contributions required by law to be made for eligible employees in Canada were not material for all 
periods presented. 

The Company also has a 40 I (k) plan for eligible employees. The Company matches a portion of the participant's contributions after three 
months of service under a predetermined formula based on the participant's contribution level. As of Febmary I, 2008, the Company has 
temporarily suspended all matching contributions to contain operating expenses until economic conditions improve. Shares of the 
Company's Common Stock are not an investment option in the Savings Plan and the Company does not use such shares to match 
participants' contributions. 

c) Cash Bonus Profit Sharing Plan 
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During Fiscal 2009, the Board of Directors authorized a Cash Bonus Pro lit Sharing Plan that allows the Company to make prnfit sharing 
contributrons for the benefit of eligible employees, for any fiscal year based on a pre-detennined fonnula on the Company's pre-tax profits 
ll1e size of the conn·ibution is dependent upon the perfom1ance of the Company. A participant's share of the contribution is determined 
pursuant to the participant's eligible wages for the ftscal year as a percentage of total eligible wages for all participants. The Company did 
not make a cash bonus profit sharing contribution for the year ended February 28. 2009 due to the Company's pre-tax loss for tbe year. 
The Company elected to pay back previous temporary salary reductions to all employees below the level of vice president for Fiscal2010. 
and all employees for Fiscal 20 II. in lieu of contributions to the Profit Sharing Plan for those years. 

d) De(erred Comoensation Plan 

Effective December t, 1999, the Company adopted a Deferred Compensation Plan (the Plan) for a select group of management. The Plan is 
intended to provide certain executives with supplemental retirement benefits as well as to permit the deferral of more of their compensation 
than they are permitted to defer under the Profit Sharing and 401(k) Plan. The Plan provides for a matching contribution equal to 25% of 
the employee deferrals up to $20. As of February 1, 2008, the Company has temporarily suspended all matching contributions to contain 
operating expenses until economic conditions improve. The Plan is not intended to be a qualified plan under the provisions of the Internal 
Revenue Code. All compensation deferred under the Plan is held by the Company in an investment trust which is considered an asset of the 
Company. The Company has the option of amending or terminating the Plan at any time. 

The investments, which amounted to $3,804 and $3,158 at February 28, 20 II and 2010, respectively, have been classified as long-term 
marketable securities and are .included in investment securities on the accompanying consolidated balance sheets and a corresponding 
liability is recorded with $250 rec·orded in accrued expenses and the balance in deferred compensation which is classified as a long-tenn 
liability. Unrealized gains and losses on the marketable securities and corresponding deferred compensation liability net to zero in the 
accompanying consolidated statements of operations. 

I 0) Lease Obligations 

During 1998, the Company entered into a 30-year capital lease for a building with its principal stockholder and current chairman, which was the 
headquarters of the discontinued Cellular operation. Payments on the capital lease were based upon the construction costs of the building and the 
then-current interest rates. The effective interest rate on the capital lease obligation is 8%. This lease was refmanced in December 2006, which 
resulted in a $16 t reduction to the capital lease obligation and corresponding asset, and expires on November 30, 2026. On November 1, 2004, we 
entered into an agreement to sublease the building to Personal Communication Devices, LLC (Formerly UTStarcom) for monthly payments of$46 
until November I, 2009. The sublease lease agreement has been renewed and requires, for a tcm1 of three years, monthly payments of $50 until 
November I, 2012. We also lease another facility from our principal stockholder which expires on November 30, 2016. Total lease payments 
required under all related party teases for the flvc-year period ending February 29, 2016 are $6,735. 

At February 28, 2011, the Company was obligated under non-cancellable capital and operating leases for equipment and warehouse facilities for 
minimum annual rental payments as follows: 
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2012 

2013 

2014 

2015 

2016 

Thereafter 

Auiliovox Coq>Oration and Subsidiaries 
Notes to Consolidated Financial Statements, continued 

February 28, 2011 
(Dollars in thousands, except share and per share nata) 

s 

Capilal 
Lease 

Opc•·ating 
Leases 

534 $ 4,825 

574 3,446 

574 2,587 
574 2,141' 

574 2,096 

7,055 6,106 

Total minimum lease payments 

Less: minimum sublease income 

9,885 ..;.$ ___ 2_;1'..;.20_1_ 

1,000 

Net 

Less: amount representing interes~ ·- -· __ 
-- 8~885 

3,436 

Prr.sent value of net minimum l~asc payments-_ 5,449-
10! Less: current installments included ill accmed expenses and other CtLrrcnt liabilities 

Long-term capital obligation $ 5,348 

2012 

2013 

Rental expense for the above-mentioned operating lease agreements and other leases on a month-to-month basis approximated $2,741, $2,044 and 
$2,412 for the years ended February 28, 2011, 2010 and 2009, respectively. 

The Company leases certain facilities from its principal stockholder. At February 28, 20 l 1, minimum annual rental payments on these related party 
leases, in addition to the capital lease payments, which are included in the above table, arc as follows: 

735 
758 

2014 

2015 

2016 

Thcrcaflcr 

Total 

· ..... ..... ·' . __ :~ ~ ... ... :· 

: .$ .• 

'781 
804 

828 

4,233 

8,139 

1 1) Financial Instruments 

a) Off-Balance Sheet Risk 

Commercial letters of credit are issued by the Company during the ordinary course of business through major domestic banks as requested 
by certain suppliers. The Company also issues standby letters of credit principally to secure certain bank obligations and insurance 
policies_ The Company had $1 and $319 open conuncrcialletters of credit at February 28, 2011 and 2010, respectively. Standby letters of 
credit amounted to $2,817 and $1,294 at February 28, 20 I l and 2010, respectively. The terms of these letters of credit arc all less than 
one year. No material loss is anticipated due to Iionperfonnance by the counter parties to these agreements. The fair value of the standby 
letters of credit is estimated to be the same as the contract values based on the short-tenn nature of the fcc arrangements with the issuing 
banks. 

At February 28, 20 II, the Company had unconditional purchase obligations for inventory commitments of $59,88 5. 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. 

b) Concentrations o(Credit Risk 

Fmancial instruments, which potentially subject the Company to concentrations of crcd1t risk, consist principally of trade receivables_ The 
Company's customers arc located principally in the United States, Canada and Gennany 
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February 28, 20 II 
(Dollars in thousands, except share and per share data) 

and consist of, among others, distributors, mass merchandisers, warehouse clubs and independent 1etarlers. ·n,c Company generally 
grants credit based upon analyses of customers' financial condition and previously established buy1ne and payment patterns. For cenain 
customers, the Company establishes collateral rights in accounts receivable and inventory and obtains personal guarantees hom certain 
customers based upon management's credit evaluation. 

At February 28,2011, two customers accounted for approximately 36% of accounts receivable, while at February 28,2010, these two 
customers accounted for 43% of accounts receivable. During the years ended February 28,2011 and 2010, two customers accounted for 
22% and 28% of sales, respectively. During the year ended February 28, 2009, one customer accounted for 22% of net sales. 

A portion of the Company's customer base may be susceptible to downturns in the retail economy, particularly in the consumer electronics 
industry. Additionally, customers specializing in certain automotive sound, security and accessory products may be impacted by 
fluctuations in automotive sales. 

12) Financial and Product lnfonnation About Foreign and Domestic Operations 

Segment 

We have determined that we operate in one reportable segment, the Electronics Group, based on review of ASC 280 "Segment Reporting" ("ASC 
280"). The characteristics of our operations that are relied on in making and reviewing business decisions 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 fmancial information used by our Executive Officers. Management reviews the 
financial results ofthe Company based on the performance of the Electronics Group. 

Locations 

Net sales by location were as follows: 

Net Sales 

Year Year Year 
F:nded Ended Ended 

February 28, Februat1' 28, February 28, 
2011 2010 2009 

North f\menca $ 457,349 $ . 4~0,5_~2 '>$ 507,798 
Latin America 20,258 23,232 30,165 

Germany 76,845 59,2~1 52,252 

Other foreign countries 7,220 7,620 12,884 

·Total net sales $ 561,672 $ 550,695 . -$ 603,099 

The basis of attributing net sales from external customers to individual countries is based on where the sale originates from. 

Long-lived assets by location were as follows: 
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North Ame1ica 
Latin America 

Asia 

Gcm1any 

Total long-lived assets 

Audio\'OX Corporation and Subsidiaries 
Nntcs to Consolidated Financial Statements, continued 

february 28, 2011 
(Dollars in thousands, except share and per share data) 

Net sales by product categories for the years ended February 28, 20 II, 20 I 0 and 2009 were as follows: 

Electronics 
Accessories 

., $ 

Year 
Ended 

February 28, 
20ll 

415,167 
146,505 

As of 

Fellmary 28, 
2011 

$ 107,657 
423 

240 

17,805 

As of 

February 28, 
2010 

s 107,524 
427 
239 

18,570 

$ !26,125 $ !26,760 

\.'ear 
Ended 

February 28, 
2010 

$ 375,021 
175,674 

------

$ 

Year 
Ended 

J<cbruary 28, 
2009 

449,4~3' 
153,666 

Total net sales $ . 561,672 $ 550,695 $ 603,099 ___ ........ __ 
Audlovox Corporation and Subsidiaries 

February :Z8, :ZOll 
(Dollars In thousands, except share and per share data) 

I J) Contingencies 

·n1c Company is cun·ently, and has in the past been, a party to va1ious routine legal proceedings incident to the ordinary course of business, If 
management detem1ines, 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 accmed for. The Company believes its outstanding litigation matters disclosed 
below will not have a material adverse effect on the Company's financial statements, individually or in the aggregate; however, due to the uncertain 
outcome of these matters, the Company disclosed these specific matters below: 

Certain consolidated class actions transferred to a Multi-District Litigation Panel of the United States District Court of the District of Maryland 
against the Company and other suppliers, manufacturers and distributors of band-held wireless telephones alleging damages relating to exposure to 
radio frequency radiation from hand-held wireless telephones are still pending. No assurances regarding the outcome of this matter can be given, as 
the Company is unable to assess the degree of probability of an unfavorable outcome or estimated loss or liability, if any. Accordingly, no estimated 
loss has been recorded for the aforementioned case. 

During the fourth quarter of Fiscal 2009, the Company became aware that certain personal consumer credit card information had been accessed by 
un intrusion by an unauthorized source. The Company has notified the various state and federal authorities in which th<! consuml!rs n:sidt: and is 
offering a plan of credit monitoring and protection for the affected individuals. The Company is partially covered by insurance but anticipates 
amounts will be necessary to cover the cost of this issue. The Company has recorded certain costs associated with this issue as of February 28, 
2009, based on information available at the time. During the years ended February 28,2010 and 201!, no additional costs were recorded. 

In October 2010, we were notified that Qualcomm has decided to suspend its direct to consumer sales of new FLO TV devices. This decision will 
not have a material impact on the Company. We arc working with FLO TV and Qualcornm to transition out of the business. and arc cwTently 
compiling the infonnation necessary to settle the matter. 

The products the Company sells arc continually changing as a result of improved tectu1ology. 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 its 
suppliers or distributors, of third party patents, trade secrets, trademarks or copyrights. Any claims relating to the inf1 ingement of third-party 
proprieta1y riEhts, even if not meritorious, could result in costly litigation, diveti management's attention and resources, or require the Company to 
cilher enter into 
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royalty or license agreements which arc not advantageous to the Company or pay material amounts of damages 

14) Unaudited Quarterly 'Financial Data 

Selected unaudited, quarterly financial data of the Company for the years ended February 28, 2011 and 2010 appear below: 

Quarters Ended 

Feb. 28,2011 Nov. 30, 2010 Aug. 31, 2010 

20!1 

Net sales $ 138,895 $ 163,167 $ 129,297 
Gross profit 34,809 34,597 27,470 

Net income 17,408 3,859 645 

Net income per conunon share (basic) $ 0.75 $ 0.17 $ O.o3 

Net ilicome per common share (diluted) . $ 0.75 $ 0.17 $ 0.03 

.Quarters Ended 

Feb.28,2010 Nov. 30, 2009 Aug. 31, 2009 

2010 

Net sales $ 150,342 $ 155,657 $ 124,890 

Gros~profit ··· . .. .. .. 30,_003 30,226 23,598 

Net income 6,587 12,645 2,775 

Net income per. common share (basic) $ 0.29 $ 0.55 $ 0.12 

Net income per conunon share (diluted) $ 0.29 $ 0.55 $ 0.12 

May 31,2010 

$ !30,3!3 

27,061 

1,119 

$ o.os 

$ 0.05 

May 31,2009 

$ 119,806 

22,924 

476 

$ 0.02 

$ 0.02 

Earnings per share arc computed separately for each quarter. Therefore, the sum of such quarterly per share amounts may differ from the total for the 
years. 

15) Subsequent Events (unaudited) 

On March I. 2011, Soundtech LLC, a Delaware limited liability company and wholly-owned subsidiary of Audiovox, acquired all of the issued 
and outstanding shares ofK!ipsch Group, Inc. and its worldwide subsidiaries ("Kiipsch") for a total purchase price of$167.6 million including a 
working capital adjustment which is subject to change, plus related transaction fees and expenses. Klipsch is a global provider of high-end speakers 
for audio, multi-media and home theater applications. The acquisition of Klipsch adds world-class brand names to Audiovox's offerings, increases 
its distribution network, both domestically and abroad, and provides the Company with entry into the high-end installation market at both the 
residential and commercial level. In addition to the Klipsch® brand, the K.lipsch portfolio includes Jamo®, Mirage®, and Energy®. 

In cotmection with the acquisition, the Company entered into a $175 million credit agreement with Wells Fargo Capital Finance, LLC to fund a 
portion of the acquisition and future working capital needs, as applicable. A portion of the acquisition and all related transaction costs were funded 
with approximately $78.5 million in cash on hand. At closing, approximately $89 million was borrowed under the Credit Agreement to fund the 
balance of the purchase price. 

As the Klipsch acquisition occurred on March l, 2011, the consolidated balance sheet, consolidated statement of 
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aperalions, aiH.i consolidated :=.talc.:HJcnl of ca!)h nows presented within this annual rcpml du nol mclude the operations of K.lipsch, or !he fair markcl 

value of assets anrl liabilities acqtmed, except as outlined in this footnote below. The opening balances and financtal results of Klipsch will be 
consolidated witl1 Audtovox bcginmng with the Contpany's fits! quartn of Fiscal 2012. 

The stock purchase agtcemcnt provides lor a tcnn tn which to finalir.c the working capital adjustment which has nol yet expired. The Company tS 

currently performing a formal valuation of the acquisition including an analysis of purchase price adjustments, if any, and a 1cvicw Df tire assets 
and liabilities acquir,od to dctcnnine appropriate lil!r values. Management has cstunatcd the fair value of tangible assets acquired and liabilities 
assumed based on preliminary estimates and assumptions. These prcliminmy estimates and assumptions could change durin8 the purchase price 
measurement period as the Company finalizes the valuations of the net tangible and intangible assets. 

The following table summarizes the p1elirninary fair values of the assets acquired and liabilities assumed as of the date of the acquisition and the 
estimated amounts assigned to goodwill and intangible asset classifications: 

CLUTent assets 

Property, plant and equipment, net 

Goodwill 

Intangible assets 

Other assets 

Tctnl assets acquired 

Totalliabiiities assu~ed 
Deferred tax liabilities 

Netassets il~qulred 

As of March I, 20 II 

$ 

$ 

$ 

The preliminary amounts assigned to goodwill and intangible assets for the acquisition are as follows: 

Goodwill (non-deductible) 

Traden_ames (non-deductible) 

Customer relationships 

Patents 

___ M_a_r_ch_l~,_2_0_1_1 __ ~ _Arn'.'.~H7»!~QI! ~!.'!"i~d_(Ye!!!!).,.. 

$ 61;403 N/A 

$ 

46,816 Indefinite 

3.3;ooo .. 
1,247 

142,466 

15 

13 

63,174 

5,900 

61,403 

81,063 

3,032 

214,572 

33~382 

13,551 

167,639 

Acquisition related costs of$989 were expensed as incurred in the year ended February 28,2011 and are included in general and administrative 
expenses in the accompanying consolidated statement of income. Approximately $1,250 of costs were contingent upon the completion of the 
acquisition and were expensed on March I, 201 L 

Pro Forma Information 

The following unaudited pro forma infonnation illustrates the effect on Audiovox's net sales and net income for tbe twelve-months ended February 
28, 20 ll and February 28, 20 I 0, assuming that the acquisition had taken place on March I, 2009. 
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Nc1 sales: 

As reported 

Pro forma 

Net income: 

As reported 

Pro forma 

Basic earnings per share: 

As reported 

Pro fonna 

Diluted earnings per share: 

As reported 

Pro forma 

Average shares- basic 

Averaee shares- diluted 

$ 

$ 

$ 

$ 

Year 
Ended 

Fchnwry 28, 20 ll 

561,672 

728,266 

23,031 

31,402 

1.00 

1.37 

1.00 

1.36 

22,938,754 

23,112,518 

Year 
End"d 

February 28, 20 I 0 

$ 550,695 

706,715 

$ 22,483 

38,945 

$ 0.98 

1.70 

$ 0.98 

1.70 

22,875,651 

22,919,665 

The above pro-forma results include certain adjustments for the periods presented to adjust the financial results and give consideration to the 
assumption that the acquisition occurred on the first day of Fiscal 2010. These adjustments include costs such as an estimate for amortization and 
depreciation associated with intangible and fiXed assets acquired, additional fmancing costs as a result of the acquisition, and the elimination of 
expenses specific to the acquisition. These pro-forma results of operations have been estimated for comparative purposes only and may not reflect the 
actual results of operations that would have been achieved had the transaction occurred on the date presented or be indicative of results to be achieved 
in the future. 
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SCHEDULE !I 

Column A 

Description 

Year ended February 28, 2009 

Allowance for doubtful accounts 

Cash discount allowances 

Accrued sales incentives 

Reserve for warranties and product repair costs 

Year ended February 28,2010 

Allowance. for doubtful a.ccounts · 

Cash discount allowances 

~~~ds~i~_'i~c~n~~es 
Reserve for warranties and product repair cosL• (b) · .... ·.• . ...... • ... , .......... _ ...... . 

Year ended February 28, 2011 

Allowance for doubtful accounts. 

Cash discount allowances 

Accnied sale~ inccnri~~;> · · ... 

Reserve· for warranties and product repair costs (b) 

AlJDIOVOX CORPORATION AND SUBSIDIARIES 
Valuation and Qualifying Accounts 

Vean ended hhruary 2S, 20 II, 2010 and 20119 
(In tlwtHtmds) 

Column B Column C Column D 

Gross 
Amount Reversals of 

Balance at Charged to l'reviously 
Hcginning Costs and Established 
of Year Expenses Accruals Deductions (a) 

$ 6,386 $ (1,905) $ $ (2,880) 
275 3,649 3,725 

10,768 23,877 (4,083) 22,645 
17,319 12,187 15,096 

$ 34,748 $ 37,808 $ (4,083) .$ 38,586 

$ 7;361 $ ·(192). $ $ 1,427 
199 4,680 4,094 

7;9I7 .· 29,6~9 . (?,5~9.) . :2~,3~( 
14,410 12,052 13,404 

$ 29;881 $ 46,169 s· .. (2;559) $ ·.·. 43,306 . 

$ 5,742 $ (t,o?.o. $ $ . h.4s!i) 
785 6,210 6,110 

10,606 )8,,091./ . (1;725) _ .. ·.•·· 24,9P4 ' 
13,058 11,561 15,568 

$ 30,191 $ . 44,754 $ (1,725) $ 45,124 

Column E 

Balance 
at End 
of Year 

$ 7,361 
199 

7,917 
14,410 

$ 29,887 

$ 5,742 
785 

10,606 
13,058 

$· 30,191 

s 6~! 79 
885 

11,981 
9,051 

$ 28,096 

(a) For the allowance for doubtful accounts, cash discount allowances, and accrued sales incentives deductions represent currency effects, chargcbacks and 
payments made or credits issued to customers. For the reserve for warranties and product repair costs, deductions represent cunency effects and 
payments for labor and parts made to service centers and vendors for the repair of units returned under wananty. 

(b) Column C includes $879 and $115 of liabilities acquired during our In vision acquisitions for Fiscal 2010 and Fiscal 20 I I, respectively. 
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Exhibit 
Number 

2.1 

2.2 

2.3 

3.1 

3.2 

3.2a 

10.1 

10.2 

10.3 

10.4 

10.5 

10.6 

10.7 

10.8 

Description 

Stock Purchase 1\grcemcnt, dated Fcbmar)' 3, 20 II, by and among Soundtech LLC, a Delaware lrrnrted liability company ("13uyer"), 
Audiovox Corporatron, a Delaware corporation ("Parent"), Khpsch Group, Inc., an Indiana corporation (the "Company"), and each 
shareholder (each a "Seller" and collectively "Sellers") of the Company. This Agreement is joined in by Fred S. Klipsch in h.is capacity 
as Sellers' Representative. (2) 

Amendment to Stock Purchase Agreement, dated February 28, 2011, by and among Soundtech LLC, a Delaware limited liauility 
company ("Buyer"), Audiovox Corporation, a Delaware corporation ("Parent"). Klipsch Group, Inc., an Indiana corporation (the 
"Company"), and each shareholder (each a "Seller" and collectively "Sellers") of the Company. TI1is Agreement is joined in by Fred S. 
Klipsch in his capacity as Sellers' Representative. (2) 

Escrow Agreement made as of February 28, 20 II by and among Soundtech LLC, a Delaware limited liability company, Audiovox 
Corporation, a Delaware corporation, Fed S. Klipsch, as Sellers' Representative, and JPMorgan Chase, N.A., a national banking 
association, as Escrow Agent. 

Amended and Restated Certificate. of Incorporation of the Company as filed with the Delaware Secretary of State on April 17, 2000 
(incorporated by reference to the Company's Annual Repmt on form 10-K for the year ended November 30, 2000). 

By-laws of the Company (incorporated by reference to the Company's Registration Statement on Form S-1; No. 33-10726, filed May 4, 
1987). 

Amendment to the Bylaws of the Company (incorporated by reference to the Company's Form 8-K filed via EDGAR on July 3, 2007). 

Employment Agreement made effective as of the I st day of March, 2007 by and between the Company and Patrick M. Lavelle 
(incorporated by reference to the Company's Fonn 8-K filed via EDGAR on June 15, 2007). 

Distribution Agreement between Audiovox Electronics Corporation and Sirius XM Radio Inc. dated as of January 8, 2009 (incorporated 
by reference to the Company's Form 8-K filed via EDGAR on January 15, 2009). 

Credit Agreement, dated March I, 2011, Audiovox Corporation, as Parent and certain ofiL~ directly and indirectly wholly-owned 
subsidiaries with, Wells Fargo Capital Finance, LLC as Administrative Agent and Sole Lead Arranger and Sole flookrunncr. (2) 

Security Agreement; dated as of March 1, 20 II, by and among Audiovox Corporation and certain of its wholly owned subsidiaries as 
Grantors and Wells Fargo Capital Finance, LLC as Administrative Agent. (2) 

Fonn of Employment Agreement, dated Febn1ary 3, 2011, by and among Klipsch Group, Inc. and T. Paul Jacobs. (2) 

Form of Employment Agreement, dated February 3, 2011, by and among Klipsch Group, Inc. and Michael Klipsch. (2) 

Form of Employment Agreement, dated February 3, 20 II, by and among Klipsch Group, Inc. and fred S. Klipsch. (2) 

Form of Employment Agreement, dated February 3, 2011, by and among Klipsch Group, Inc. and Fred farrar. (2) 
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!0.9 

21 

23 

31.1 

31.2 

32.1 

32.2 

99.1 

99.2 

Form of !employment Agreement. dated Fcbnrary 3, ).011, by and amon~ Klipsch Group, Inc. and David P. Kelley. (2) 

Subsrrharics of' the Registrant (!lied herewith) 

Consent of (i rant Thornton LLP (filed herewith) 

Certification of Principal Executive Officer Pursuant to Rule l3a-14(a) arrd rule l5d-14(a) of the Securities Exchanee Act of !934 (filed 
herewith). 

Certification of l'tincipal Financial Offrcer Pursuant to Rule 13a-14(a) and nile !5d-l4(a) of the Securities Exchanee 1\ct of 1934 (filed 
herewith). 

Certification Pursuant to IK U.S. C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbancs-Oxley Act of2002 (furnished 
herewith). 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbaoes-Oxley Act of2002 (furnished 
herewith). 

Consolidated Financial Report of Audiovox Specialized Applications LLC (ASA) as of November 30,2010 and 2009 and for the Years 
Ended November 30,2010,2009 and 2008 (filed herewith). 

Consent of McGiadrey & Pullen, LLP (filed herewith). 

(d) All other schedules are omitted because the required information is shown in the frnancial statements or notes thereto or because they are not applicable. 
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SICNATURES 

Pursuantt(> the requirements of Section 13 or IS( d) of the Securities Exchange Act of 1934, the regisllant has duly caused this report to be siened on 
its behalf by the undersigned, thereunto duly authorized. 

May 16, 2011 

AUDIOVOX CORPORATION 

By: lsi Patrick M. Lavelle 

Patrick M. Lavelle, 

President and Chief Executive Ofliccr 
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Pur~\Jfl:!lt to !h..:-· req:_!!rcmcn!s of the Securiti~:; Exchange .. ·\ct of l934, this rcpor1lias been S1gnc:J bduw Ly thl:: ii.Jllu\VIng per~uas u11 UdJalf of tit.: rt.::gJ~ifci.Ul .wd 
in the capacttics and on the datl!S indicated. 

Sig11a~t~------~---~~------ Tille Date 

lsi Patrick M. Lavelle President; Chief Executive Officer 
_P_a_tr_-ic_k_-,_v_ .. _L_a_v_~_il_e __________________ (Principai Exccuti vc Officer) and Director May 16, 2011 

Senior Vice President, 
/s/ Charles M. Stoehr Chtcf Financial OfCiccr (Principal 
_C_I_ta_r_le_s_M_. _S_to_c_h_r _________________ Financial and Accounting Officer) and Director May 16, 2011 

Is/ Jolut J. Shalam 

_J_oh_t_t_J_ .• _S_ha_l_a_u_t ----·-------------~Chainnan of the Board of Directors May 16,2011 

lsi Philip Christopher 
_P_h_il-'ip'--C_h_ri_st_o.:..p_he_r ________________ Director May 16,2011 

lsi Paul C. Kreuch . .Tr. 
_P_a_ul_C_. Kr_c_u_c_h..:.,_Jr_. _______________ Director May 16,2011 

Is/ Dennis McManus 
Dennis McManus Director May 16,2011 
~~~~-----------------------------

Is/ Peter i\. Lesser 
_P_c_tc_r_A_._L_e_s_se_r __________________ Director May 16,2011 
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STOCK PURCHASE AGREEMENT 

by and among 

SOUNDTECI-l LLC 

("Buyer"), 

AUDIOVOX CORPORATION 

("Parent"), 

Klipsch Group, Inc., 

and 

THE SHAREHOLDERS OF 

K.LIPSCH GROUP, INC. 

("Sellers") 

and is joined in by 

FRED S. KLIPSCH 

in his capacity as Sellers' Representative 

February 3, 2011 

EXECUTfON COPY 



JA.I3LE OF CONTI~NTS 

Article 1 Principal Transaction 

Section 1.1 Sale and Purchase of Stock 
Section 1.2 

Section 1.3 

Section 1.4 

Section 1.5 

Purchase Price; Payment. 

Adjustments to Purchase Price 

Closing 

Actions at Closing. 

Atiicle 2 Representations And WatTanties Of Sellers 

Section2.1 

Section 2.2 

Section 2.3 

Section 2.4 

Section 2.5 

Section 2.6 

Section 2.7 

Section 2.8 

Section 2.9 

Section 2.10 

Section 2.11 

Section 2.12 

Section 2.13 

Section 2.14 

Section 2.15 

Section 2.16 

Section 2.17 

Section 2. I 8 

Section 2. I 9 

Section 2.20 

Section 2.21 

Section 2.22 

Organization; Capitalization; Ownership. 

Financial Statements and Financial Matters. 

Compliance with Legal Requirements. 

Taxes. 

Business Operations. 

Employees. 

Employee Benefit Plans. 

Real Property. 

Certain Other Properties and Assets. 

Litigation 

Authorization and Enforceability; No Cont1ict. 

Applicable Contracts. 

Insurance. 

Envirorunental Matters 

No Broker's Fees 

No Other Representations or Warranties 

!Ob-5/Full Disclosure 

Sufficiency of Assets 

Accounts Receivable 

Affiliate Transactions 

Intellectual Property 

Closing Date Debt 

Article 3 Representations And Warranties Of parent and Buyer 

Section3.1 

Section 3.2 

Section 3.3 

Section 3.4 

Section 3.5 

Section 3.6 

Section 3.7 

Organization and Good Standing 

Authorization and Enforceability; No Conflict. 

Investment Intent 

Sufficient Funds 

Solvency 

Inspection 
No Broker's Fees 

Article 4 Covenants And Agreements 

Section 4.1 

Section 4.2 

Conduct Pending Closing. 

Access to Information 
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STOCK PURCHASI~ AGREEMENT 

Tl I!S STOCK PVRCllASE ACREEMENT (the "Agreement") is made as of February 3, 20 I I, by and among Soundtech 
LLC, a Delaware limited liability company ("Buyer"), Audiovox Corporation, a Delaware corporation ("Parent"), Klipsch Group, Inc., 
an Indiana corporation (the "Company"), and each shareholder (each a "Seller" and collectively "Sellers") of the Company. This 
Agreement is joined in by Fred S. Klipsch in his capacity as Sellers' Representative. 11uycr, Parent and each Seller arc sometimes 
individually referred to in this Agreement as a "Party" and collectively as the "Parties." Other capitalized tem1s used in this Agreement 
and not otherwise defined arc defined in Atiiclc 8. 

The Company and the Subsidiaries are primarily engaged in the business of manufacturing, distributing and selling personal, 
home, professional and commercial stand-alone loud speakers and personal headphones (such business, along with (i) the speaker and 
sound business, and (ii) any other consumer electronics business, (A) as engaged in from time to time by the Company or any Subsidiary 
or, (B) for purposes of Section 4.4, engaged in from time to time prior to, at or subsequent to the Closing Date by the Company, any of 
the Subsidiaries, or any of the direct or indirect subsidiaries of either the Company or any of the Subsidiaries, the "Business"). Buyer 
desires to purchase from Sellers, and Sellers desire to sell to Buyer, all of the outstanding capital stock of the Company on the terms and 
subject to the conditions in this Agreement. 

ACCORDINGLY, in consideration of the representations, warranties, covenants and agreements contained in this Agreement, 
the Parties agree as follows: 

ARTICLE l 

Principal Transaction 

Section 1.1 Sale and Purchase of Stock. On the terms and subject to the conditions of this Agreen'lent, each Seller agrees to 
sell and transfer to Buyer, and Buyer agrees to purchase from each Seller, all of the outstanding shares of capital stock of the Company 
owned by such Seller, which in the aggregate constitute all of the outstanding shares of capital stock of the Company, and which, on the 
Closing Date, will consist of 187,315.3 shares of Voting Common Stock, no par value, 1,719,834.7 shares ofNon-Voting Common 
Stock, no par value, and 1,450,557 shares of Series A Preferred Stock, no par value (collectively, the "Shares"). 

Section 1.2 Purchase Price: Payment. 

(a) Subject to adjustment under Section 1.3, in consideration of the transfer of the Shares to Buyer and the other 
unde11akings set fmih in this Agreement, at Closing, Buyer will pay to Sellers, and Parent will cause Buyer to pay to Sellers, by wire 
transfer to an account designated by Sellers' Representative an amount (the "Cash Payment Amount") equal to the total of (i) 
$166,000,000, (ii) plus or minus (as applicable) the Estimated Closing Date Net Working Capital Adjustment, minus (iii) the aggregate 
Closing Date Debt, minus (iv) if negative, the absolute value of the Estimated Cash/Tax Differential, minus (v) $13,000,000 (the 
"Escrow Amowlt") and $2,500,000 (the "NWC Holdback"), which Buyer will pay into escrow at Closing to be held and disbursed 
pursuant to the terms and conditions of the Escrow Agreement attached as Exhibit 1.2(a) (the "Escrow Agreement"). 
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(b) The Purchase Price will be allocated among and paid to Sellers as set forth on Exhibit I ?(b). 

,'>cction Ll Adjustments to Purchase Price 

(a) The Cash Payment Amount will be increased or decreased on a dollar-for-dollar basis to the extent that !-ina! Closing 
Date Net Working Capital is greater than or less than (resp<:ctively) Estimated Closing Date Net Working Capital and to the extent the 
Fmal Cash/Tax Differential is greater than or less than (respectively) the Estimated Cash/Tax Differential. If the Cash Payment 
Amount is increased by the adjustment provided for in this Section l.J(a), Buyer will pay such adjusted amount, and Parent will cause 
Buyer to pay such adjusted amount, to Sellers within three Business Days following the dctennination of the Final Closing Date Net 
Working Capital and Final Cash/Tax Differential by wire transfer to an account designated by Sellers' Representative. If the Cash 
Payment Amount is decreased by the adjustment provided for in this Section 1.3(a), the amount of such adjustment will be paid by 
Sellers to Buyer from the NWC Holdback, and Sellers, severally on a pro rata basis, will be obligated to pay to Buyer such amount to 
the extent that the required payment exceeds the NWC Holdback, within (whether from the NWC Holdback or from Sellers directly) 
three Business Days following the determination of the Final Closing Date Net Working Capital and Final Cash/Tax Differential by 
wire transfer to an account designated by Buyer. In the event that the determination of Final Closing Date Net Working Capital or Final 
Cash/Tax Differential is submitted to the Accounting Firm under Section 1.3(c), the adjustment to the Cash Payment Amount 
ultimately payable will bear interest at 6% per annum from the date of submission to the Accounting Firm until actually paid. 

(b) Within 60 days after the Closing Date, Sellers' Representative will cause to be prepared and delivered to Sellers' 
good faith written calculation of Net Working Capital as ofthe Closing Date ("Closing Date Net Working Capital"). Closing Date Net 
Working Capital will be calculated using the Calculation Principles; provided, howe.ver, that notwithstanding the foregoing or anything 
contained herein to the contrary, at Buyer's election at any time on or prior to the Closing Date, the accounts receivable due to the 
Company or any Subsidiary from Ultimate or its Affiliates as of the Closing Date will be fully reserved in the calculation of Estimated 
Closing Date Net Working Capital and will, post-Closing, be fully reserved in the calculation of Closing Date Net Working Capital and 
Final Closing Date Net Working Capital (which election and treatment will not be subject to dispute pursuant to any of the provisions of 
Section 1.3). Buyer will have the opportunity to review Sellers' calculation of Closing Date Net Working Capital until the 90th day 
following the Closing Date (the "Review Period"). Sellers' Representatives will provide Buyer and its Representatives with reasonable 
access to information in his possession or control to enable Buyer to conduct such review. Sellers' calculation of Closing Date Net 
Working Capital will become final, conclusive and binding on Parent and Buyer unless, prior to the end of the Review Period. Buyer 
uuciiics 3.:ii.:as· Reprc~t:utativt: in writing ofiis objections to such caieuiation, identifYing tile disputed items, the estimated amounts of 
the disputed items, if then reasonably determinable, and the basic facts underlying Buyer's objections. If Buyer delivers an objection 
notice, Buyer and Sellers' Representative will try in good faith to resolve any objections within 30 days following delivery of the 
objection notice. If Buyer and Sellers' Representative resolve some or all of the objections within that time period, they will document 
their resolution in a writing signed by each of them, and such resolution will be final, conclusive and binding on all Parties. If Buyer 
and Sellers' Representatives are unable to resolve all of the objections within the 30-day time period, the Parties will promptly refer 
any matters still in dispute for resolution a~ provided in Section 1.3(c). As provided in the definition ofFinal Cash/Tax Differential, the 
same tirneline and the objection and dispute resolution procedures set forth in Sections 1.3(b) and .l.J..(0. with respect to determining 
Final Closing Date Net Working Capital will apply to the determination of the Final Cash/Tax Differential. 

(c) Any unresolved dispute concerning Closing Date Net Working Capital under Section !.3(b) 
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will be referred for resolution to the Indianapolis, Indiana office of BDK, LLP, who will be jointly retained by Buyer and Sellers' 
Representative. If the Parties are unable to engage BDK, LLP for any reason, or if BDK, LLP is no longer independent at the time a 
dispute is submitted to it, then Buyer and Sellers' Representative will retain the lndianapolis, Indiana office of Crowe l!orwath, LLP 
(the accounting firm so retained ~s referred to in this Agreement as the "Accounting Firm"). Buyer will pay one-half and Sellers' 
Represcnlative will pay one-half of the fees and expenses of the Accounting Firm. The Accounting Finn will act as a neutral arbitrator 
and will exercise its discretion independently to resolve only the disputed items using the accounting pnnciples used to detcm1inc the 
Target Amount (!he "Calculation Principles"), which Calculation Principles are described on Exhibit 1.3(c), but within the range of the 
differences between Buyer and Sellers' Representative. The Parties will provide the Accounting Firm with all Books and Records in 
their possession relevant to the determinations to be made by it. None of the Parties or any of their respective Affiliates or 
Representatives will meet or discuss any substantive matters with the Accounting Finn without Buyer and Sellers' Representative and 
their respective Representatives present or having the opportunity following at least three business days notice to be present, either in 
person or by telephone. The Accounting Firm will have the power to require any Pany to provide to it such Books and Records and 
other information it deems relevant to the resolution of the dispute, and to require any Party to answer questions that it deems relevant 
to the resolution of the dispute. All Books and Records and other information (including answers to questions from the Accounting 
Firm) submitted to the Accounting Finn must be concurrently delivered to all Parties. All disputes with respect to the application of 
accounting principles or to the mathematical calculation of Closing Date Net Working Capital will be resolved exclusively by the 
Accounting Firm. The determination of the Accounting Firm with respect to disputes to be resolved by it under this Section 1.3(c), 
absent manifest error and subject to the rights of the Parties under Article 7, will be final and binding upon the Parties. Closing Date 
Net Working Capital, as finally determined i.n accordance with this Section 1.3, is referred to as the "Final Closing Date Net Working 
Capital." 

Section 1.4 Closing The consummation of the transactions contemplated by this Agreement ("Closing") will take place at the 
offices of Barnes & Thornburg LLP, ll South Meridian Street, Indianapolis, Indiana 46204, at 10:00 a.m. local time on March l, 2011 or, 
if longer, the second Business Day following the satisfaction or waiver of all of the conditions to the Closing set forth in Article 5 (other 
than conditions that can be satisfied only at Closing, which must be satisfied on the Closing Date, unless waived), or at any other place, 
time or date as may be mutually agreed by Buyer and Sellers' Representative (the "Closing Date"). The Closing Date will be deemed 
effective as of the start of the day on the Closing Date, unless otherwise agreed by Buyer and Sellers' Representative. 

Section 1.5 Actions at Closing. 

(a) At Closing, Buyer will deliver: (i) the Cash Payment Amount; (ii) the Escrow Amount; (iii) the NWC Holdback and 
(iv) any and all other agreements, certificates, instruments, consents, approvals and documents as may be reasonably required of 
Parent or Buyer under this Agreement from time to time. 

(b) At Closing, Sellers will deliver to Buyer: (i) stock certificates representing the Shares duly endorsed in blank or 
accompanied by irrevocable stock powers duly endorsed in blank, in either case sufficient to transfer the Shares to Buyer; (ii) a 
certified copy signed by Sellers' Representative of Sellers' good faith estimate of Closing Date Net Working Capital, and (iii) any and all 
other agreements, certificates, instruments, consents, approvals and documents as may be reasonably required of Sellers, or any of 
them, under this Agreement from time to time, which in the case ofVantagePoint Venture Partners and its Affiliates is limited to the 
delivery of stock certificates duly endorsed for transfer or in·cvocable stock powers and the certificate referenced in Section 5, l(c). 
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORlVl 10-K 

Annual Report Pursuant to Section 13 l>r 15 (d) of the Securities Exchange Act of 1934 

Delaware 

For the fiscal year ended February 29, 2012 

Commission file number 0-28839 

VOXX l.NTERNATIONAL CORPORATION 
(fonnerly Audiovox Corporation) 

(Exact name of registrant as specified in its chaner) 

lJ-1964841 (State or other jurisdiction of 
incorporation or organization) (IRS Employer Identification No.) 

180 Marcus Blvd., Hauppauge, New York 
(Address of principal executive offices) 

(631) 231-7750 

11788 
(Zip Code) 

(Registrant's telephone number, including area code) 

Securities registered pursuant to Section 12(b) of the Act: 

Title of each class: Name of Each Exchange on which Registered 

Class A Common Stock $.01 par value The Nasdaq Stock Market LLC 

Securities registered pursuant to Section 12(g) of the Act: 
None 

htdicate by check mark if the registrant is a well-known seasoned issuer, as defioed in Rule 405 of the Securities Act. 
Yes 0 No @ 

Indicate by check mark if the registrant is not required to file repons pursuant to Section l3 or Section 15(d) of the Act. 
Yes 0 No @ 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports) and (2) has been subject to such filing 
requirements for the past 90 days. 

Yes @ No 0 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-Kis not contained herein, and will not be contained, 
to the best of registrant's knowledge, in defmitive proxy or information statements incorporated by reference in Part HI of this Fonn I 0-K or any amendment to 
this Form 10-K 

Indicate by check mark whether registrant is a large accelerated flier, an accelerated filer, or a non-accelerated flier or a smaller reporting company. 
See definition of "accelerated flier", "large accelerated flier" and "smaller reponing company" in Rule 12b-2 of the Exchange Act. (check one): 

Large accelerated flier 0 Accelerated flier [EJ Non-accelerated filer 0 Smaller reponing company 0 



Indicate by check mark whethe• the Reeistrant is a shell company (as dclined m nile 12b-2 of the Act). 
Yes 0 No 0 

Tl1c aggregate market value of the common stock held by non-affiliates of the Registrant was S 122,414,751 (b~scd upon closing p1 ice on the 
Nasdaq Stock Ma1 kct on August 31, 20 II). 

The number of shares outstanding of each of the registrant's classes of conunon stock. as of May 14, 2012 was: 

Class 

Class A common stock $ 0 I par value 

Class B common stock S.Ol par value 

DOCUMENTS INCORPORATED UY REFERENCE 

Outstanding 

21,1112,783 

2,260,954 

Part Ill- (Items 10, II, 12, 13 and 14) Proxy Statement for Annual Meeting of Stockholders to be filed on or before June 28, 2012. 
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CAUTIONARY STATEMENT Ri•:IATING TO THE SAFE HARBOR I'ROVISIONS OF THE I'IUVATE SECURITIES L!TlGATIOI\ 
REFORM ACT OF 1995 

This Annual Repoll on Fomt I 0-K, iJ1cluding "Management's Dtscussion and Analysis ofTi nancial CoJt<Jition and Results of Operations" in [tem 7, and the 
information incoq1orated by reference contaii\S "forwar d-lool<1ng statements" within the meaning of seuion 27A of the Securities Act of 1933 and Section 21 F 
of the Securities Exchange Act of 1934. We intend those forward looking-statements to be covered by the safe harbor provisions for forwatd-lookmg 
statements. All statements regarding our expected fmanc~al position and operating results, our business strategy, ow· financing plans and the outcome of any 
contingencies are forward-.looking statements. Any such forward-looking statements arc based on current expectations, estimates, and projections about our 
inrlustry and our business. Words such as "anticipates," "expects," "intends," "plans," "believes," "seeks," "estimates," or variations of those words and 
similar expressions arc intended to identify such forward-looking statements. Forward-looking statements are subject to risks and uncer1aintics that could 
cause actual results to differ materially !rom those stated in or implied by any forward-looking statements. Factors that could cause actual results to dirtcr 
matetially from forward-looking statements include, but are not liJIIited to, matters listed in Item lA wtdcr "Risk Factors" of this armual report. The Company 
assumes no obligation and docs not intend to update these forward-looking statements. 

NOTE REGARDING DOLLAR AMOUNTS AND FISCAL YEAR 

In this atmual 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 Fonn 10-K are exclusive of discontinued operations. 

The Company's current fiscal year began March I, 201 I and ended February 29,2012. 

PART I 

Item !-Business 

Effective December I, 2011, Audiovox Corporation changed its name to VOXX International Corporation ("Voxx," "We," "Our," "Us" or "Company"). The 
Company believes that the name VOXX International would be a name that better represents the widely diversified interests of the Company, and the more than 
30 global brands 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. Voxx is a leading international distributor in the accessory, mobile and consumer electronics industries. We 

Corp. ("AAC"), Audiovox Consumer Electronics, Inc. ("ACE"), Audiovox German Holdings GmbH ("Audiovox Germany"), Audiovox Venezuela, C.A., 
Audiovox Canada Limited, Audiovox Hong Kong Ltd., Audiovox International Corp., Audiovox Mexico, S. de RL. de C.V. ("Audiovox Mexico"~, Technuity, 
Inc., Code Systems, Inc., Oehlbach Kabel GmbH ("Oehlbach"), Schwaiger GmbH ("Schwaiger"), lnvision Automotive Systems; Inc. ("Invision"), Klipsch 
Holding LLC ("Kiipsch"), Omega Research and Development, LLC ("Omega") and Audiovox Wcbsalcs LLC. We market our products under the Audiovox® 
brand name, other brand names and licensed brands, such as Acoustic Research®: Advent®, Ambico®, Car Link®, Chapman®, Code-Aiann®, 
Discwasher®, Energizer®, Energy®, Heco®, lncaar '", lnvision@, Jamo®, Jensen®, Klipsch®, Mac Audio 'M, Magnat®, Mirage®, Movies2Go®, 
Ochlbach®, Omega®, Phase Linear®, Prestige®, Pursuit®, RCA®, H.Ci\ Accessories®, Rccoton®, Road Gear®, Schwaiger®, Spikemaster® and Terk®, 
as well as private labels through a large domestic and intcmational distribution network. We also function as an OEM ("Original Equipment Manufucturcr") 
supplier to several customers and presently have one reportable segment (the "Electronics Group"), which is organized by product category. 

Audiovox was incorporated in Delaware on April 10, 19~n. 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. 

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 l 0-Q, current reports 
on Form 8-K and any amendments to these reports tiled or fumished 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 fumish 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: Chris Lis 
Johnson, Company Secretary, 180 Marcus Boulevard, Hauppauge, New York 11788, (631) 231-7750. 

Acquisitions 
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We have recently acquired and contmue to mtcgrate the following acquisitions, discussed below, into our existing business structure: 

On March 14, 2012, Voxx lntcmational (Germany) Gmbll, a wholly owned substdiary of Voxx, completed its acquisition of Car Cotnmunication llolding 
(lrnhH "nd tis worldwide subsidiaries ("llirsclumnn") for a total purchase price of approximately $Ill mtllion (based on the rate of exchange "s of the close 
of business on the closing date) plus related liansaction fees, expenses and working capital adjustments. The Company purchased all of the issued and 
outstanding shares of Hirschmann from the sell in~ shareltoldets. Hirschmann is a recognized tier-! supplier of communications and infotammcnt solutions, 
primarily to the automotive industry, and counts among its global customers Audi, 13MW, OAF, Daimler, PSA, Renault, and Volkswagen Group, among 
others. Hirschmann delivers technologically advanced automotive antenna systems and automotive digital TV tuner systems and is recognized througho(tt the 
industry for its commitment to innovation, having developed the world's first analog to digital tuner and the ftrst digital TV tuner for the Chinese market. 

On March I, 20 II, Sound tech LLC, a Delaware limited liability company aud wholly-owned subsidiary of Voxx, acquired all of the issued and outstanding 
shares of Klipsch Group, Inc. and its worldwide subsidiaries ("Klipsch") for a total purchase price of $169.6 million including contingent consideration of 
$2.2 million as a result of a contractual agreement with a former principal shareholder, plus related transaction fees and expenses. Klipsch is a global provider 
of high-end speakers for audio, multi-media and home theater applications. The acquisition ofKJipsch adds world-class brand names to Voxx's offerings, 
increases its distribution network, both domestically and abroad, and provides the Company with entry into the high-end installation market at both the 
residential and commercial installation market. In addition to the Klipsch® brand, the Klipsch portfolio includes Jamo®, Mirage®, and Energy®. 

Prior to Fiscal 2012, the Company expanded its market presence by acquiring and fully integrating the following businesses: 

In February 2010, the Company's subsidiary, !nvision Automotive Systems, Inc. completed the acquisition of the assets oflnvision Industries, Inc., a leading 
manufacturer of rear seat entertainment systems to Original Equipment Manufacturers ("OEM'"s), Toyota port facilities, and car dealers. ]be purpose of this 
acquisition was to increase our R&D capabilities, add a manufacturing facility to our business structure and augment our OE group. 

In October 2009, Audio vox German Holdings GmbH completed the acquisition of certain assets of Scbwaigcr GmbH, a German market leader in the 
consumer electronics, SAT and receiver technologies. Tite purpose of this acquisition was to expand our European operations and increase our presence in the 
European accessory market. 

In December 2007, the Company completed the acquisition of certain assets and liabilities of Thomson's U.S., Canada, Mexico, China and llong Kong 
consumer electronics audio/video business, as well as the rights to the RCA brand for the audio/video field of use. Contemporaneous with this transaction, the 
Company entered into a license agreement with Multimedia Device Ltd., a Chinese manufacturer, to market certain product categories acquired. 

In November 2007, AAC completed the acquisition of all of the outstanding stock ofTechnuity, Inc., an emerging leader in the battery and power products 
industry and the exclusive licensee of the Energize!® brand in North America for rechargeable batteries and battery packs for camcorders, cordless phones, 
digital cameras, DVD players and other power supply devices. 

In August 2007, Audio vox Germany acquired certain assets of lncaar Limited, a U.K. business that specializes in rear seat electronics systems. 

In March 2007, Audiovox Germany acquired the stock of Oehlbach, a European market leader in the accessories business. 

In January 2007, we acquired certain assets and liabilities ofThomsnn's Americas conswner electronics accessory business which included the rights to the 
RCA Accessories brand for consumer electronics accessories. 

Refer to Note 2 "Business Acquisitions" of the Notes to Consolidated financial St"tements for additional infonnation regarding the Fiscal201 land Fiscal 
20 I 0 acquisitions. 

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 arc focused on expanding sales both 
domestically and internationally aud 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 expand existing product categories. 
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The key clements of our strategy arc as follow' 

Capilalizc 011 Jhe VOXX family of hmnds We believe the "VOXX" ponfolro of brands is one of our greatest strengths and offers us signi ficanl uppununity 
lor increased market penetration Today. VOXX International has over .10 glob<JI brands in its portfolio. which provides the Company wilh the ability to bring 
to market products under brands that consu111ers know to be qu31ity. In addrtron. with such a wide brand portfolio, we can manag1~ channels and sell intD 
multiple outlets as well as leverage relationships with dtstributors, retailers, aftcnnarket car dealers and expeditors, and to glob<tl Original Equipment 
Manufacturers (OEMs). Finally, we arc open to opportunitres to license some oftltc brands as an additional usc of the brands and growth strategy. 

Capilalize 011 niche producl and distribution opporlunilies in our large/ markeJs. Tlu·oughout our history, we have used our extensive distribution and 
supply networks to capitalize on niche product and distribution opportunities in the mobile electronics, consumer and accessory electronics and high-end 
audio categories. We will continue that focus as we remain conunittcd to UUJovation, devclopine products internally and through our outsourced technology and 
manufacturing partners to provide our customers with products that are in demand by consumers. 

Combine new, interna/manufoclllring capabilities with our proven outsourced manufacturing with industry partners . For years, VOXX International 
has employed an outsourced manufacturing strategy that has enabled the Company ro deliver the latest technological advances without the fixed costs 
associated with manufacturing. With recent acquisitions, the Company now has added manufacturing capabilities to produce select product lines, such as 
high-end speakers, rear-scat entertainment systems and digital TV tuners and antennas. This blend of internal and outsourced manufacturing enables the 
Company to drive innovation, control product quality and speed time-to-market. 

Leverage our domestic and international disrribuiion network. \Ve believe that today VOY~ International has the most expansive distribution net'woik in its 
history. Our dishibution network, which includes power retailers, mass merchandisers, distributors, professional and commercial installation channels, car 
dealers and OEM's will allow us to increase our market penetration. Recently, we have expanded into new channels, such as drug store, hardware and 
furniture chains. 

Grow our international presence. We continue to expand our iutemational presence in Europe through .our subsidiaries in Germany, as well as operations in 
Canada, Mexico, Venezuela and Hong Kong. We also continue to export from our domestic operations in the United States. Through our most recent 
acquisition of Klipsch we have expanded our presence throughout Europe, the Asia Pacific region and in select emerging markets. 

business acquisitions that would 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 conunoditized product lines; resulting in improved bottom-line performance. The Company is focused on continuing 
to grow organicaiiy, but may pursue opportunistic acquisitions within the areas of mobile electronics, primarily with OEM accounts, consumer electronics 
and accessories and high-end audio. 

Improve bottom-line pe1jormance and generale suslainab/e 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. All of these collective changes 
have resulted in higher gross profit margins and in recent periods, higher operating and net income. The Company remains focused on growing its business 
organically, continuing to grow its gross profit margins and leveraging its fixed overhead structure to generate sustainable returns for its shareholders. 

Industry 

We participate in selected product categories in the mobile, consumer and accessoty electronics markets. The mobile and consumer electronics and accessory 
industries are large and diverse and encompass a broad range of products. This industry offers the ability to specialize in niche product markers. The 
introduction of new products and technological advancements are the major !,'TOwth drivers in the electronics industry. I3ased on this, we continue to introduce 
new products across all product lines, with an increased focus on niche product offerings. 

Products 

The Company currently reports sales data for the following two product categories: 
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Electrontcs products include 

mobile multt-media vtdco products, tncluding in-dash, overhead and headrest systems, 
autosollfu1 product< inclwlinc radios, amplifiers and CD ch;mgers, 
satellite radios inclurltng plug and play models and direct connect models, 
automotive security and remote star1 systems, 
automotive power accessories, 
rear observation and collision avoidance systems, 
home and portable stereos, 
digital multi-media products such as personal video recorders and MP3 products, 
camcorders, 
clock-radios, 
digital voice recorders, 
premium loudspeakers, 
architectural speakers, 
corrunercial speakers, 
on-ear and in-car headphones, 
soundbars, and 
portable DVD players. 

Accessories products include: 

High-Definition Television ("HDTV") antennas, 
Wireless Fidelity ("WiFi") antennas, 
High-Definition Multimedia Interface ("HDMI") accessories, 
home electronic accessories such as cabling, 
other connectivity products, 
power cords, 
performance enhancing electronics, 
TV universal remotes, 
flat panel TV mounting systems, 
iPod specialized products, 
wireless headphones, 
wireless speakers, 
rechargeable battery backups (UPS) for camcorders, cordless phones and portable video (DVD) batteries and accessories, 
power supply systems, 
electronic equipruent cleaning products, 
personal sound amplifiers, and 
set-top boxes. 

We believe our product groups 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 arc subject to price fluctuations, which could affect the carrying value of inventories and gross margins in the future. 

Net sales by product category, gross profit and net assets are as follows: 
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Electronics 

/\cccssoncs 

Total net sales 

Gross profit 

Gross margin percentage 

Total assets 

Patents, Tradcmarks/Tradcnamcs, Licensing and Royalties 

Fiscal 

2012 

s 561,001 s 
146,06 I 

$ 707,062 $ 
-----~ 

$ 202,955 $ 

28.7% 

$ 634,179 $ 

Fiscal Fiscal 

2()11 ZOIO 

415,167 $ 3 75,021 

146,505 I 75,674 

561,672 $ 550,695 

123,937 $ !06,751 

22.1% 19.4% 

501,097 $ 488,978 

The Company regards its trademarks, copyrights, patents, domain names, and similar intellectual property as important to its operations. It relics 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 coveling certain of its proprietary technology. lbe Company renews its 
registrations, which vary in duration, as it deems appropriate from time to lime. 

The Company has licensed in the past, and eKpects 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 ofthe Company's products, the Company believes, based upon past eKperience and industry practice, such 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 patent, trade secret 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 manufacnircrs, customers and other electronic suppliers are structured using a fixed amount per unit or a 
percentage of net sales, depending on the tenns of the agreement. Current license and royalty agreements have duration periods which range tiom I to 17 years 
or continue in perpetuity. Certain agreements may be renewed at termination of the agreement. The Company's license and royalty income is recorded upon sale 
and amounted to $2,239, $4,248 and $4,453 for the years ended February 29, 2012, February 28, 20 I I and February 28, 20 I 0, respectively. 

Distribution and Marketing 

We sell our products to: 

power retailers, 
mass merchants, 
regional chain stores, 
specially and internet retailers, 
independent 12 volt retailers, 
distributors, 
new car dealers, 
vehicle equipment manufacturers (OEM's), 
the U.S. military, and 
~ir~~ma operators. 

We sell our products under OEM arrangements with domestic and/or international subsidiaries of automobile manufacturers such as Ford Motor Company, 
Chrysler, General Motors Corporation, Toyota, Kia, Mazda, BMW. Subaru, Nissan, Porsche and Bentley. These arrangements require a close partnership 
with the customer as we develop products to meet specific requirements. OEM products accounJed for approximately 19%, 20% and 10% of net sales for the 
years ended February 29, 2012, February 28,2011 and February 28,2010, respectively. 

Our five largest customers represented 26% of net sales. during the year ended February 29, 2012, 30% for the year ended 
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February 28,2011, and 16% for the year ended February 28,2010 Wal-Mart accounted for rnorc than 10% of the Company's sales for Fiscal 2011 and 
2010, while Best Buy accounted for more than I 0% of sales in Fiscal 2012 and 20!0. 

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

product design and development, 
engineering and testing, 
sales training and customer packaging, 
in-store display design, 
installation training and technical support, 
product repair services and warranty, 
nationwide installation network, 
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 4& hOlrrs 
!Torn the receipt of an order !Tom public warehouses, as well as owned and leased facilities throughout the United States, Canada, Mexico, Venezuela, China, 
Hong Kong, France, the Netherlands and Germany. The Company also employs a direct ship model from our suppliers for select customers upon their 
request. 

l'roduct Development, Warranty and Customer Service 

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 and standards. 

Utilizing our company-owned and third party facilities in the United States, Europe and Asia, we work closely with customers and 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 Hauppauge, New Yorlc, Troy, Michigan and Orlando, Florida facilities are lSOffS 16949:2009 and/or ISO 14001:2004 certified, which 
requires the monitoring of quality standards in all facets of business. 

We arc committed to providing product warranties for all of our product lines, which generally range from 90 days up to ftvc years. The Company also 
provides 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 throughout the United States, Canada, Mexico, Central America, Puerto Rico, Europe and Venezuela. Our customer service group along with 
our Company websites, provide product information, answer questions and serve as technical hotlines 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 are manufactured 
to our design specifications. 

We purchase our product~ from manufacturers principally located in several Pacific Rim countries, including China, Hong Kong, Indonesia, Malaysia, 
South Korea, Taiwan and Singapore, as well as the United States, Canada, Mexico and Europe. In selecting our manufacturers, we consider qvality, price, 
service, reputation, financial stability, and 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 do not have 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 
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rile dectromcs industry is hrghly competitive across all product categories, and we compel" with" number of well-established companies that manuf;Klure 
and sell similar products. 13Ialld name, design, advancement of technology and features as well as price arc the maJOr competitive factors within the electronics 
rndustry. Our Mobile Electronic products compete against factory-supplied products, including those prnvidcd by, mnong othc", General Motors, Ford and 
Chrysler. Our Mobile Electronic products also compete in the automotive aftem1arkc1 against nMjor comp<HUCS such as Sony. Panasonrc, Kenwood, Diiccted 
Elcctromcs. Autnpagc, Rosen, Myron and Davis, Coby, l'hdlrps, Insignia, and Pioncc1. Our Accessories and Consumer Electronics p10duct lines compete 
agaurs1maj01 companies such as Sony, Phillip'>, Coby, Emerson Radio, Jasco, Belkin, GPX. i-Livc, Polk, llose. ll&W Skullcandy and Brats. 

Financiallnformation About Foreign and Domestic Operlltions 

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

Equity Investment 

We have a 50% non-controlling ownership interest in Audiovox Specialized Applications, Inc. {"ASA") which acts as a distributor of televisions and other 
automotive sound, security and accessory products to specialized markets for specialized vehicles, such as, but not limited to, RV's, van conversions and 
marine vehicles. 

Em~loyecs 

As of February 29, 2012, we employed approximately 1,238 people worldwide, of which 42 were covered under collective bargaining agreements. We 
consider our relations with employees to be good as of February 29,2012. 

ltem I A-Risk Factors 

We have identified certain risk factors that apply to us. You should carefully consider each of the following risk factors and all of the other information 
included or incorporated by reference in.this Form I 0-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. 

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

Currently, we generate substantially all of our sales from the Electronics and Accessories businesses. We cannot assure you that we can grow the revenues of 
our Electronics and 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 Electronics and Accessories businesses "nd the future growth of such revenues, if 
any, will depend nn, 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 Electronics and Accessories businesses in future 
periods. 

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

The market for conswner electronics and accessories is highly competitive across all product lines. We compete against many established companies who have 
substantially greater financial and engineering resources than we do. We compete directly with OEMs, including divisions of well-known automobile 
manufacturers, in the autosound, auto security, mobile video and accessories industry. 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 effo11s, this success would have a material adverse effect on our sales of automotive entertainment 
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and sccwity products to new car dealers. In addition, we compete with major rctallcrs who may at any tim" choose to direct import products that we may 
CUITCJltJy 'uppJy. 

Sales category dependent on econonric success of automotil•e industry. 

A po11ion of our OEM sales are to automobile manufacturers. In the past, some domestic OEM manufacturers have reorganized the1r operations as a result of 
general economic conditions. There is no guarantee that additional automobile manufacturers will not face sunilar reorganizations ilt the future. If additional 
reorganizations do take place and arc not successful, it could have a material adverse effect on a portion of our OEM business. 

We do not hove long-term sales CO/I tract.~ with any of our customers. 

Sales of our products are made by written purchase orders and arc tenninable at will by either party. The unexpected loss of all or a significant por1ion of sales 
to any one of our large customers could ha vc a material adverse effect on our pcrfonnancc. 

We depe11d on a small number of key customers for a large perce11tage of our sales 

The electronics industry is characterized by a number of key customers. Specifically 26%, 30% and 36% of our sales were to five customers in Fiscal 2012, 
20 II and 2010, respectively. The loss of one or more of these customers could have a material adverse impact on our business. 

Sales in our Electro11ics a11d Accessories businesses are dependent on 11ew product.~, product development and cot~sunrer acceptance. 

Our Electronics and 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. 

Since we mallufacture a small portio II of our products, we depend 011 our suppliers to provide us with adequate qua11tities of high quality 
competitive products 011 a timely basis. 

We manufacture a small portion of our products, with most imported from suppliers. We do not have long-term contracts with our suppliers, and as a result, 
order under short-tenn purchase orders with most of our suppliers. Most of our products are imported from suppliers under short-term purchase orders. 
Accordingly, we can give no assurance that: 

our supplier relationships will continue as presently in effect, 
our suppliers will not become competitors, 
our suppliers will be able to obtain the components necessary to produce high-quality, technologically-advanced products 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, competitively priced, 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, and 
our suppliers could be impacted by natural disasters directly or via their supply chains. 

On occasion, our suppliers have not been able to produce lhe quantities of products that we desire. Our inability to supply sufficient qu3ntities 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. 

_The impact of future selling prices and technological advanceme11ts may cause price erosio11 a11d adversely impact our profitability a11d i11ventory 
value 

Since we manufacture a small portion 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 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. 
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Our estimates of excess and obsolete inventory rn•y 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 teclmulogical developments could have a slgnificant impact on the value of our inv~ntory and opcratmg result:-; 

There is no guaranlee thai patent/royally rights will be renewed or licensing agr('emenls ll'ill be maintained 

Ccr1ain product development and revenues arc dependent on the ownership and or use of various patents, licenses and hccnse 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 
additionat expense to pursue alternative arrangements. 

Because we purchase a significant 111110/lllt of our products from suppliers in Pacific Rim countries, we are subject to the economic risks 
associated witlr inherent changes in the social, political, regulatory and economic conditions in these countries. 

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 iul'aeific Rim countries, particularly China, Hong Kong, South Korea, 
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 fmm our foreign suppliers or delay shipments of products, which could have a material adverse effect on our business. [n 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. 

We plan to expand the international marketing and distribution of our products, which will subject us to additional business risks. 

As patt of our business strategy, we intend to increase our international sales, although we cannot assure you that we will be able to do so. Conducting 
business outside of the United States subjects us to significant additional risks, including: 

export and import restrictions, tax consequences and other trade barriers, 
currency fluctuations, 
greater difficulty in accounts receivable collections, 
economic and political instability, 
foreign exchange controls that prohibit payment in U.S. dollars, and 
increased complexity and costs of managing and staffing international operations. 

Our products could infringe the it:lelleciual property rights of others ant! 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 atlempt 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, 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 allention 
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 c I aims as we e)(pand our product offerings. 

If our sales during tire /roliday season fall below our expectations, our annual results could also fall below expecttllions. 

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 e)(pect 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. !fthe 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. 

A. dec/ine in general economic cm:ditions could lead to reduced consumer demand for the discretionary praducts we sell. 
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Consumer spendtng pattcms, especially discretionary spendm~ for products such as mobile, consumer and accessory clectromcs, arc affected by, among 
other things, prevailing economic conditions, energy costs, raw matenal costs, wa~c rates, tnllalion, consumer confidence aml consumer perception of 
economic conditions. A general slowdown in the U.S. and certain international economics or an uncertain cconontic outlook could have a material ad vet sc 
crfcct Oil OUJ sales and operatinr, resultS. 

Our t:aslr and cash equi<•alents could he adversely affected if the jintwcinl iustitutions in ..,!Jic!J we /wid our cash and cash equiPalentsfail. 

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 ~quivaknts with major financial institutions. Some deposits with these banks exceed the federal Deposit 
lnsurance 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 f.1ils or is subject to 
other adverse conditions in the financial or credit markets. To date, we have experienced no loss or lnck of access to our invested cash or cash cqutvalcnts; 
however, we can provide no assurance that access to our invested cash and cash equivalents will not be impacted by advetse conditions in the financial and 
credit markets. 

Acquisitions and strategic investments may divert our resources and manageme1rt attention; results may faiL 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 usc 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: 

difficulties in the integration and assimilation of the operations, teclmologies, 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 It ave recorded, or may record i11 the future, goodwill and other brtaflgible assets as a result of acquisitions, and cha11ges ill future business 
conditions could cause these investments to become impaired, requiring substantia/write-downs that would reduce our operati11g income. 

Goodwill and other intangible assets recorded on our balance sheet as of February 29, 2012 was $262,715. We evaluate the recoverabi!ity 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 or business conditions, in general, could result in an impairment of goodwill, if applicable, and/or 
other intangible assets, which could be material to our results of operations. 

We invest in marketable securities and other investments as part of our investing activities. These investments fluctuate ill value based on 
economic, operational, competitive, political and teclmologicalfactors. These investments could be subject to loss or impairment based on their 
performance. 

Recently, the Company has incurred other-than-temporary impairments on its investment in Bliss-tel Public Company Limited ("Bliss-tel") and continues to 
monitor its investments in a non-controlled corporation as well as its Venezuelan nee bonds for potential future impairments. In addition, there is no 
guarantee that the fair values recorded for other investments will be sustained in the future. 

We depend lreavily 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 for over three 
decades, as well as our other executive officers and key employees. We have no employment contracts with any of our executive officers or key employees, 
except our President and Chief Executive Officer, as well as certain executive officers of Audiovox Germany and Klipsch. The loss or interruption of the 
continued full-time service of certain of our executive 
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officers and key employees could have a material adverse ciTed on our blJsiness 

In addrtion, to support our continued growth, we must effectively recruit. Mvelop and retain additional qualilled personn~l both domestically and 
inrcmatlonally. Our inability to atllact and retain necessary qualified personnel could have a matenal adverse effect on our busint's 

A portion of our workforce is represented by labor unious. Collectil'e bargaining a;:recmeuts ca11 increase our expen;,es. Labor tlisruptiou.;· could 
adt•erse(p a!Ject our operations. 

1\s of February 29, 2012, 42 of ow- full-time employees were covered by collective bargaming agreements. While it is unlikely that rlisruptious to our 
operations due io labor related problems would have an adverse effect on our bustncss based on the current number of umon employees, as the Company 
continues to pursue selected business acquisitions, it is possible that the number of employees covered by col_lcctivc hargaining agreements may increase. We 
caru1ot 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 are responsible for product warranties and defects. 

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

Our capital resources may not be sufficient to meet our future capital and liquidity requirement5. 

We believe our current fumls •nd available credit lines would provide sutlicicnt"resources to fund our existing operation> 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, or 
our restrictive covenants may not provide sufficient credit. 

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. 

ln 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. 

John J. Shatam, our Chairman, owns a signijica11t portion of our common stock and can exercise control over our affairs . 

Mr. Shalam bcoelicially owns approximately 53% of the combined voting power of both classes of common stock. This will allow him to elect our Board of 
Directors and, in general, dctennine the outcome of any other matter submitted to the stockholders tor approvaL Mr. Shalam's voting power may have the 
effect of delaying or preventing a change iu control of the Company. 

We have two classes of common stock: Class A common stock is traded on the Nasdaq Stock Markel 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!\ common stock is entitled to one vote 
per share and each share of Cla-;s B common stock is entitled to ten voles 
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per share. !3oth classes vote together as a single class, except in certam circumstances, for the election and removal of directors and as otherwise may be 
required by Delaware law. Since our charter permits shareholder act10n by written consent, Mr Shalam may be able to take significant corporate actions 
without prior notice and a shareholder meetmg. 

We exercise our option for the "coli/rolled cnmpally" exemptinlllll!der NASDAQ rules. 

TI1c Company has exercised its right to the "controlled company" exemption under NASDAQ rules which enables us to forego certam NASDAQ requirements 
which include: (i) maintaining a majority of independent directors; (ii) electing a nominating commince 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: 

changes in U.S federal, state and local law, 
our ability to implement operating cost structures that align with revenue growth, 
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 fmancial accounting and tax standards. 

Hem lB-Unresolved Staff Comments 

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. 

hem 2-Pronerties 

Our Corporate headquarters is located at 180 Marcus Blvd. in Hauppauge, New York. [n addition, as of February 29, 2012, the Company leased a total of 
27 operating facilities or offices located in 7 states as well as Germany, China, Canada, Venezuela, Mexico, Hong Kong, England, France and Denmark. The 
leases have been classified as operating leases, with the exception of one, which is recorded as a capital lease. These facilities are located in Florida, Georgia, 
New York, Ohio, California, Indiana and Michigan. These facilities serve as offices, warehouses, distribution centers or retail locations. Additionally, we 
utilize public warehouse facilities located in Virginia, Nevada, Indiana, Mexico, Hong Kong, the Netherlands, Germany and Canada. 

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 oftbe loss can 
be reasonably estimated, the estimated loss is accrued for. l1Je Company believes its outstanding litigation matters will not have a material adverse effect on the 
Company's financial statements, individually or in the aggregate; however, due to the uncertain outcome of these matters, the Company disclosed these 
specific matters below: 

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 its suppliers or 
distributors, of third party 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 the Company to either enter into royalty or license 
agreements which are not advantageous to the Company, or pay material amounts of damages. 

TI1e Company has been party to a breach of license agreement lawsuit brought against it by MPEG LA, LLC ("MPEG"). During the third quarter of Fiscal 
2012, the Company's claim for summary judgment was denied and the case was tried in the New York 
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Supreme Court. Suffolk County. In Deccmucr 201 i, the Company received an advisory JUdgment in the case. concluding that the Company owes Ml'EG 

penalties related to license agreement obligations arising from the manufacture and sale of its prnduch. The Company remitted payment of S2.6 million to 

MPEG during the fourth quarter of Fiscal 2012 in order to resolve this matter based on the information provided in the summary judgment. The Company rs 

currently seeking indemnilication from its suppliers for royalty payments that it maintains they were responsible to make and plans to vrgorously pur,ue tins 

option under its indemnification agrcernents. i\t tins time. the Company cannot determine the success of those efforts, nor quantify a range of amounts 

Item 4-Rcmovcd and Reserved 

None 
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PART ll 

lt"rn 5-Market for the Registrant's Common Equitv, !~elated Stockholder Matters and Issuer Purchases of Equitv 

Securities 

Market Information 

The Class A Common Stock of Voxx is traded on the Nasdaq Stock Market w1der the symbol "VOXX". The followmg. 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 29, 2012 

First Quarter 
Second Quarter 

Third Quarter 

Fourth Quarter 

Year ended February 28, 2011 

First Quarter 

Second Quarter 

1l1ird Quarter 

Fourth Quarter 

Dividends 

s 

$ 

High 

8.16 
7 74 

7.'19 
14.29 

High 

9.73 

8.54 

7.45 

8.91 

Low 

$ 7.03 

5.73 

4.88 

6.96 

Low 

$ 7.38 

6.21 
6.33 

6.99 

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 recently negotiated credit 
agreement (see Note 6(a)). 

Holders 

There are approximately 769 holders of record of our Class A Common Stock and 4 holders of Class B Convertible Common Stock. 

Issuer Purchases of Equity Securities 

In September 2000, we were authorized by the Board of Directors to repurchase up to 1,563,000 shares of Class A Conunon Stock in the open market !UHler a 
share repurchase program (the "Program"). In July 2006, the Board of Directors authorized an additional repurchase up to 2,000,000 Class A Common Stock 
in the open market in cormection with the Program. ·As of Febmary 29, 2012, the cumulative total of acquired shares (net ofreissuances of 7,615) pursuant 
to the program was 1,817,112, with a cumulative value of$18,369 reducing the remaining authorized share repmchasc balance to 1,73R,21i3. During the 
year ended February 29, 2012, the Company did not purchase any shares. 

Performance Graph 

The following table compares the aruma! percentage change in our cumulative total stockholder return on our conunon Class A common stock during a period 
commencing on February 28,2006 and ending on February 29,2012 with the cumulative total return of the Nasdaq Stock Market (US) Index and our SIC 
Code Index, during such period. 
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COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN* 
A.mong VOXX International Corporation, the N,~.SDAO Composite Index. 

and SIC CODE 5065 ELECTRONIC PARTS. EOUP, NEC 

_t,.---- --- ... -t:. 

.. 0·· ..................... •0 

$() 
2107 

·-------~----·---------"--------~------

2108 2109 2110 2111 

-a- VOXX International Corporation 

--A-- NASDAQ Composite 

----e---- SIC CODE 5065 ELECTRONIC PARTS, EQUP, tlEC 

·~~QQ i!!\'~te~ en 2.'2!!!!17 !n !:!oc!:::::r !n~c:: L"':C:u~kog oa~•vr-_:;tman: uf~"fiv·h1t:•1tt~. 
Fiscal yearend'mg February29, 2012. 

Item 6-Sclected Consolidated Financial Data 

2112 

The following selected consolidated financial data for the last five years should be read in conjunction with the consolidated ftnancial statements and related 
notes and "Management's Discussion and Analysis of Financial Condition and Results of Operations" of this Form 10-K. 
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Con,olidated Statement of Operations Data 

Ncr sales (I) 

Operating income (loss) (I) 

Net income (loss) from continuing operations ( 1) 

Net income (loss) from discontinued operations 
(4) 

\'car 
Ended 

FclmJary 29, 20!2 
(5) 

$ 707,062 $ 

43,874 

25,649 

\'ear 
En•kd 

February ZR, 
2011 

561,672 $ 

9,017 

23,031 

\'car 
Endt·d 

February 28, 
2010(3) 

550,695 $ 

3,760 

22,483 

\'car 
l·:nded 

February 2H, 
2009 

603,099 $ 

(53,44}) 

(71 ,029) 

Year 
Ended 

February 29, 
2008 (2) 

591,355 

4,422 

6,746 

1,719 

Net income (loss) $ 25,649 $ 23,031 $ 22,483 $ (71 ,029) .;_$ ___ 8 . .;_46_5_ 

Net income (loss) per common share from 
continuing opemtions: 

Basic 

Diluted 

Net income (loss) per common share: 

Basic 

Diluted 

$ 

$ 

$ 

$ 
., 

As of 

1.11 $ 

1.10 $ 

1.11 $ 
1.10 $ 

As of 

1.00 $ 

1.00 $ 

1.00 $ 
1.00 $ 

·~:: ~ ~- 'F~b}'~·~ry:i9~ .. :·: 
2012 

' February 28, 

2011 

Consolidated Balance Sheet Data 

:rotal.assets 

Workin~ capital 

Long-term 9bligatiollS (6) . ·· · 

Stockholders' equity 

.. :.:>: ~ .. ~.··. 

'· . -· ... ·:.~. "; . . ~ ... 6~.4)2~ $ 
182,985 

··.-..: .. ·.·. :~ · ... ;:·:.- 8.8~-~55 
421,797 

( 1) Amounts exclude the fmancial results of discontinued operations. 

.. 5qt,g97 
258,528 

25,849 

392,946 

$ 

(2) 2008 amounts reflect the acquisition ofOehlbach, Incaar, Tedmuity and Thomson NV. 

0.98 $ 

0.98 $ 

0.98 $ 
0.98 $ 

As of 

Fei>i-uarr 28, 

2010 

-~~~.9.7.~ .. $ 
239,787 

32,17.6 

364,263 

(3. 11) $ 

(3.11) $ 

(3.11) $ 

(3.11) $ 

As of 

February 28, 

2009 

.:4§ I .~96_ _$ 
241,080 

3i65i 
340,502 

(3) 2010 amount~ reflect the acquisition of Schwaiger and Invision (see Note 2 of the Notes to Consolidated Financial Statements). 
(4) 2008 amount reflects the proceeds associated with the May 2007 derivative senlement net of administrative and legal fees, and taxes. 
(5) 2012 amounts reflect the acquisition ofKlipsch (see Note 2 of the Notes to Consolidated Financial Statements). 

As of 

o:29 

0.29 

0.37 

0.37 

Fei}r~~cy 29, 

zoos 

. 533,036 
275,787 

27,260 

423,513 

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

Item 7-Managcment's Discussion and Analvsis of Financial Condition and Results of Operations {"MD&A") 

Titis section should be read in conjunction with the "Cautionary Statements" and "Risk Factors" in Item lA 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 go~ls 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 
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understanding the assumptions and judgments incorpu1atcrl in our reponed financial rcsuits. in the next section, we discuss our Resuits of Operations for the 
year ended Febnmry 29, 2012 compared to I he years ended February 28, 20 I I and l'cbruary 28, 20 I 0 We I hen provide an anolysr'i of changes in our balance 
sheet and cash flows, and discuss our financial commitments in the scclions cnlitled "Liquidity and Capital Resources, includrng Contraclual and 
Commercial Commilmcnls." We coucludc rhis MD&/\ \vilh a drscussinn of"Rclalcd !'arty Trensoclions" and "Rcccnl Accounting l'ronounccmenls." 

Segment 

We have dercrnuncd I hal we operate in one reportable segmenl, the Eleclr on res Group, based on review of ASC 280 "Segment Reporting" ("ASC 2RO") The 
characteristics of our operations that are relied on in making and reviewing business decisions i.nclude the similarities in our products, lhc commnnalily of our 
custonrers, 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 infom1ation used by our Executive Officers. Management reviews the firrancial resulls of the Company based on 
the performance of the Electronics Group. 

Outlook 

The Company's domestic and international business is subject to retail industry conditions and the sales of new and used vehicles. The recent worldwide 
economic condition had an adverse impact on consumer spending and vehicle sales. If the global macroeconomic cnvirorunent 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 consolidation of facilities and IT systems, and has been 
introducing new product to obtain a greater market share. The Company continues to focus on cash flow and anticipates having sufficient resources with its 
recently amended credit agreement, to operate during Fiscal 2013 and 2014. 

Business Overview and Strategy 

Effective December l, 2011, Audiovox Corporation changed its name to VOXX International Corporation ("Voxx," "We," "Our," "Us" or "Company"). The 
Company believes that the name VOXX International would be a name that better represents the widely diversified interests of the Company, and the more than 
30 global brands 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. Voxx is a leading international distributor and value added service provider in the accessory, mobile and 
consumer electronics industries. We conduct our business through eighteen wholly-owned subsidiaries. Voxx has a broad portfolio of brand names used to 

Equipment Manufacturer") supplier to several customers. 

Over the last several years, we have focused on our intention to acquire synergistic businesses with the addition of eight new subsidiaries. These subsidiaries 
helped us to expand our core business and broaden our presence in the accessory and OEM markets. Our acquisitions ofKiipsch and In vision have provided 
the opportunity to enter the manufacturing arena. 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. 

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 labeis, technologicai 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. 

Acquisitions 

We have acquired and integrated several acquisitions which are outlined in the Acquisitions section of Part I and presented in detail in Note 2. 

Net Sales Growth 

Net sales over a five-year period have increased 19.6% from $591,355 for the year ended February 29, 2008 to $707,062 for the year ended Feb mary 29, 
2012. During this period, our sales were impacted by UJe following items: 

the introduction of new products and lines such as digital antennas and mobile multi-media devices, 
acquisition of Klipsch's high-end speaker business, 
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acqursitron of lnvision 's mobile entertainment business, 
acquisitron of Schwaiger's accessory business, 
acqursition ofThonrson's audio/video business, 
acquisition o[Tecllnuity's accessory business, 
acquisition of lncaar's OEM business, 
acquisition of Ochlbach 's accessory business 

Partially offset by: 

The discontinuance of various high volume/low margin product lines such as navigation, GMRS radios and flat-panel TV's, 
volatility in core mobile, consumer and accessories sales due to increased competition, lower selling prices and the decline in the national and global 
economy. 

Critical Accounting Policies and Estimates 

Our consolidated tinancial 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 fmancial 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 of passage of title and risk of loss to the customer either at FOB Shipping Point or FOB Destination, based 
upon terms established with the customer. Any customer acceptance provisions, which arc related to product testing, are satisfied prior to revenue recognition. 
We have no further obligations subsequent to revenue recognition except for returns of product fTOm customers. We do accept returns of products, 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 and any notification we receive of pending returns. 

Sales Incentives 

We offer sales incentives to our customers in the fonn of(!) 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") and claims are settled either by the customer 
claiming a deduction against an outstanding account receivable or by the customer requesting a check. All costs associated with sales incentives arc classified 
as a reduction of net sales, and the following is a summary of the various sales incentive programs: 

Co-operative advertising allowances arc offered to customers as a reimbursement towards their costs for print or media advertising in which our p10duct is 
featured on its own or in conjunction with other companies' products. The amount offered is either a fixed amount or is based upon a fixed percentage of sales 
revenue or fiXed amoUilt per unit sold to the customer during a specified time period. 

Market development funds are offered to customers in connection with new product launches or entrance into new markets. The amount offered for new 
product launches is based upon a fixed amount or fixed percentage of our sales revenue to the customer or a fixed amount per unit sold to the customer during a 
specified time period. We accrue the cost of co-operative advertising allowances and market development funds at the latter of when the customer purchases our 
products or when the sales incentive is offered to the customer. 

Volume incentive rebates offered to customers require that minimum quantities of product be purchased during a specified period of time. The amount oflered 
is either based upon a fixed percentage of our sales revenue to the customer or a fixed amount per unit sold to the customer. We make an estimate of the 
ultimate amount ofthe rebate customers will earn based upon past history 
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with the customer ond other facts and circurHstances. 'w'c have the "biliry to estimate these volume mcentive rebates, as there docs not exist a rclatrvciy long 
per rod of time for a par1icular rebate to be claimed. A11y clwngcs in the cst11natcd amount of volume inccntrvc rebates arc recognized immediately using a 
cumulative catch-up adjustment. 

Other trade allowances arc additional s::1lcs incentives that we pwvidc to customers subscqut;nl to the Jelatcd n.;venuc bcmg recognized. In accordance v,:ith AS(' 

605-50, we record the provtsion tOr these addit10na\ sale~ 1ncent1Ves at tlw lath~ I of \\,.Itt~ II the sale"' incentive i" offered or when the related revenue IS recor,nJzed 

Such additional sales inccntrves arc based upon a fLxcd perccntdgc of the scllrng prrcc to the customn," llxcd ;nnount per unit, or a lump-sum amount. 

The accrual balance for sales incentives at February 29, 2012 and FebiUary 28, 2011 WBS $18,154 and $11,981, 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. Increases in the accrual balance from February 
28, 2011 to February 29, 2012 were primarily as a result of the acquisition of Klipsch and the inclusion of the Klipsch business in our consolidated 
operations in Fiscal2012. 

We reverse eamed but unclaimed sales incentives baserlupon the expiration of the claim period of each program. Unclaimed sales incentives that have no 
specified claim period arc reversed in the quatter following one year from the end of the program. We believe that the reversal of earned but unclaimed sales 
incentives upon the expiration of the claim period is a disciplined, rational, consistent and systematic method of reversing unclaimed sales incentives. 

For the years ended February 29, 2012, Fehruary 28, 2011 and February 28, 20 l 0, reversals of previously established sales incentive liabilities amounted to 
$3,662, $1,725 and $2,559, respectively. These reversals include uneamed and unclaimed sales incentives. Unearned sales incentives are volume incentive 
rebates where the customer did not pun:hase the required minimum quantities of product during the specified time. Voiume 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. Reversals of unearned sales 
incentives for the years ended February 29, 2012, February 28, 2011 and February 28, 2010 amounted to $2,200, $977 and $1,369, respectively. 
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). Reversals of unclaimed sales incentives for the years ended Febmary 29,2012, February 28,2011 and February 28,2010 amounted to 
$1,462, $748 and $1,190, respectively. 

Accounts Receivable 

\Vc perfonn uugoing c.redii avaiuations vf our cu,;tun1er.s a.uu iiUjU5t creGit iiuuts ba5ed upon payrnent history and cw.'Te.ut credit w·olthlnes.s, a.; 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. We record charges for estimated credit losses against operating 
expenses and· charges for price adjustments against net sales in the consolidated ftnancial statements. The reserve for estimated credit losses at February 29, 
2012 and February 28,2011 were $5,737 and $6,179, respectively. 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. 

Inventories 

We value our inventory at the lower of the actual cost to purchase (primarily on a weighted moving average basis, with a portion valued at standard cost) 
and/or the current estimated market value of the inventory less expected costs to sell ti:Je inventory. We regularly review inventmy quantities on-hand and record 
a provision, in cost of sales, for excess and obsolete inventory based primarily from selling price reductions subsequent to the balance sheet date, indications 
from customers based upon current negotiations, and purchase orders. A significant sudden increase in the demand for our products could result in a short
term increase in the cost of inventory pun:hases while a significant decrease in demand could result in an increase in the amount of excess inventory quantities 
on-hand. lu addition, our industry is characterized by rapid technological change aud frequent new product introductions that could result in an increase in the 
amount of obsolete inventory quantities on-hand. During the years ended February 29, 2012, February 28, 2011 and February 28, 20 I 0, we recorded 
inventory write-downs of $2,942, $3,911 and $2,972, respectively. 

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 
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future product demand, any sigmficant unanticipated changes Ill demand or teclu10logtcal developments could have a stgmllcant impact on the canying value 
of inventory and our results or operations. 

Goodwill and Other IJl!..im.!?it,lc Assets 

(ioodwill and other intangible assets, which consists of the excess cost over fait vaiiH: of assets acquired (goodwill) and other intangible assets (patents, 
contracts, trademarks and customer relationships) amounted to $262,71 5 at February 29, 2012 and $I 06,5 62 at February 28, 20 II. Goodwill and other 
intangible assets arc determined in accordance with ASC 805 "Business Combinations" ("ASC 805") and ASC 350 "Intangibles- Goodwill and Other" 
("ASC 350"), (see Goodwill and Other Intangible A>sets (Note I (k)). 

Goodwill is calculated as the excess of the cost of purchased businesses over the value of their underlying net assets. The Company has used the Discounted 
Future Cash Flow Method (DCF) as the principle method to deter111ine the Fair Value ("FV") of acquired businesses. The discount rate used for our analysis 
was 13.3%. A five-year period was analyzed using a risk adjusted discount rate. 

The value of potential intangible assets separate from goodwill are evaluated and assigned to the respective categories using certain methodologies (sec Note 
I (k)). Certain estimates and assumptions arc used in applying these methodologies, including projected sales, which include incremental revenue to be 
generated from the product markets that the Company has not been previously exposed to, disclosed future contracts and adjustments for declines in existing 
core sales; ongoing market demand for the relevant products; and required returns on tangible and intangible assets. lu the event that actual results or market 
conditions deviate from these estimates and assumptions used, the future FV may be different than that determined by management and may result in an 
impairment loss. 

The Company categorizes its intangible assets between goodwill and intangible assets. Goodwill and other intangible assets that have an indefinite useful life 
are not amortized. Intangible assets that have a definite useful life are amortized over their estimated useful life. 

On an annual basis, or as needed for a triggering event, we test goodwill and other indefinite lived intangible assets for impairment (see Note l{k)). To 
determine the fair value of these intangible assets, there are many assumptions and estimates used that directly impact the results of the testing. We have the 
ability to influence the outcome and ultimate results based on the assumptions and estimates we choose. To mitigate undue influence, we set criteria that are 
reviewed and approved by various levels of management. Additionally, we may evaluate our recorded intangible assets with the assistance of a third-party 
valuation finn, as necessary. All reports and conclusions are reviewed by management who have ultimate responsibility for their content. For Fiscal 2012 
management determined that its intangible assets were not impaired. Goodwill is tested using a two-step process. The frrst step is to identify a potential 
impairment, and the second step measures the amount of the impairment loss, if any. Goodwill is considered impaired if the carrying amount of the reporting 
unit's goodwi.Il exceeds its estimated fair value. Based upon our most recent annual impairment test completed in the fourth quarter of Fiscal 2012, the fair 
value of goodwill is in excess of the related carrying value. . 

Determining whether impairment of indefinite lived intangibles has occurred requires an analysis of each identifiable asset. If estimates used in the valuation of 
each identifiable asset proved to be inaccurate based on future results, there could be additional impairment charges in subsequent periods. 

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 estimated liability for future warranty expense, which has been included in accrued expenses and 
other current liabilities, amounted to $6,425 at February 29, 2012 and $5,9 56 at FebiUary 28, 20 I 1. 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 usc 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 
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tlllCCt1aintics relating to market and other conditions, many of which arc outside of our control We estimate expected volatility by cunsickring the historical 
volaulity of our stock, the tmplied volatility of p11hlicly lradcd stock options in our stock and our expectations of volatility for the expected lctm of slack
based compensation awards. As a result, if other assumptions or estimates had been used for options granted in the current and prior periods, the stock-based 
compensation expense of $828 that was recorded for the year ended Fcbruilry 29, 2012 ccntld have been matcnally different. Fnrthcnnorc, if different 
assumpllons arc used m future period-., sltKk-bascd compensation expense could be matcnally unpCJcted in the fulu1c. 

We account for income taxes in accordance with the guidance issued under Statcmcnl ASC 740, "Income Taxes" with consideration for uncertain tax 
positions. We record a valtJ~tiol! allowance to reduce our defened tax assets to the amount of future tax benefit that is mote likely than not to be realized. 

During Fiscal 2012, the Company recorded an income tax provisiOn of S 13.2 million related to federal, state and foreit,'Tl taxes. The Company's effective tax 
rate differs from the U.S. federal statutory rJte due to state and local taxes, non-deductible expenses, the generation of research and development credits, and 
the U.S. effect of foreign operations including tax rate differences in foreign jurisdtctions. The Company maintains a valuation allowance against deferred tax 
assets in certain foreign jurisdictions and with respect to its foreign tax credits and various investments which arc more likely than not to generate capital 
losses in the future. 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. 

Since March 1, 2007, the Company accounted 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 tax retums should be recorded in the financial statements. The 
Company may recognize the tax benefit from an uneet1alli tax position only if it is more likely than not that the tax position wilt 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 realized upon ultimate settlement. The Company provides loss 
contingencies for federal, state and international tax matters relating to potential tax examination issues, platming 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. 

Results of Operations 

Included in Item 8 of tllis arulUal report on Form I 0"-K are the consolidated balance sheets at February 29, 2012 and February 28, 20 II and the consolidated 
statements of operations, consolidated statements of stockholders' equity and consolidated statements of cash flows for the years ended February 29, 20 I 2, 
February 28, 20 II and February 28, 20 I 0. In order to provide the reader meaningful comparison, the following analysis provides comparison of the audited 
year ended February 29,2012 with the audited years ended February 28, 2011, and February 28,2010. We analyze and explain the differences between 
periods in the specific line items of the consolidated statements of operations. 

Year Ended February 29. 2012 Compared to the Years Ended February 28. 2011 and February 28, 2010 

Continuing Operations 

The following table sets forth, for the periods indicated, certain Statement of Operations data for the years ended February 29,2012 ("Fiscal 2012"), 
February 28,201 I ("Fiscal201!") and February 28,2010 ("Fiseal2010"). 

Electronics 

Accessories 

Total net sales 

$ 

$ 

24 

Fiscal 

2012 

561,001 $ 

146,061 

707,062 $ 

Fiscal Fiscal 

2011 2010 

415,167 $ 375,021 

146,505 175,674 

561,672 $ 550,695 



Frscal 2012 

Electronics sales, which include both mobile and consumer electronics, represented 79.3% of the net sales for the year ended February 29,2012, compared to 
73.9% in the prior year. For the year ended Febmary 29, 2012, approximately $169,500 of our sales from this product group was the result of our recent 
acquosition of Klipsch. ln addition, the clcctroroics group experienced irocreases in its OEM lllanufacturing lines due to increases in c.lol!lcstic automotive sales 
and the launch of new programs, both dome,tically and internationally. These increases were panially offset by a decline in sales of con,umer clectroroics 
products including camcorders, clock radios, digital players and digital voice recorders as a result of tbc economy, competition, and changes in technology, as 

well as consumer demand; the absence of FLO-TV products, whose program ended in the third quarter of Fiscal 2011 and a decline in satellite fulfillment 
sales. Overall, electronic sales in our international markets increased, partially offsetting declines in the domestic market. 

Accessory sales represented 20.7% of our net sales for the year ended February 29, 2012, compared to 26.1% in the prior year. The decrease in the 
accessories group was primarily related to decreased sales in such products as rechargeable batteries, surge protectors, as well as certain car chargers and 
cables that the Company phased out in Fiscal 2012 in order to make way for new offerings in the coming fiscal year. The decreases were offset by increased 
sales in our international markets, as well as certain domestic products, such as antennas, wireless speakers, and personal sound amplifiers. 

Fiscal 2011 

Electronics sales increased $40,146 in Fiscal 2011. This is a result of the acquisition of In vision which accounted for approximately $47 million, and the 
favorable increase in our other OEM groups as a result of new product offerings and increased automotive sales. Revenue increased in our security groups due 
to new product introduction and strong remote start sales. Finally, video sales were also up as a result of increased sales in the automotive market. This was 
partially offset by a decline in Flo TV sales due to Qualcomm's withdrawal from the direct TV market; a decline in satellite radio sales as a result of 
streamlined SKU's; product shortfalls as a result of a transition to new products and vendors in the portable DVD market; slower sales in our audio line and 
consumer good products including camcorders, clock radios and voice recorders. 

Accessories sales decreased $ 2 9, 16 9. This group was impacted by slower retail sales for products utilizing our accessory products at the retail level such as 
digital cables and antennas. The group has added a more diverse group of customers, however, the general economy has had an impact on sales. These 
declines were partially offset by the acquisition of Schwaiger which was present for all ofFisca12011. 

Sales incentive expenses were $40,009, $26,279 and $27,070 for Fiscal2012, 2011 and 2010, respectively, which included reversals for unclaimed and 
unearned sales incentives of $3,662, $1,725 and $2,55 9, respectively. The increase in sales incentive expenses and reversals in Fiscal2012 is a result of 
the acquisition ofKlipsch and inclusion of the subsidiary's business in our results of operations for the full Fiscal year ended February 29, 2012. We believe 
the reversal of unearned and earned but unclaimed sales incentives upon the expiration of the claim period is a disciplined, rational, consistent and systematic 
method of reversing unearned and earned but unclaimed sales incentives. These sales incentive programs are expected to continue and will either increase or 
decrease based upon competition and customer demands. 

Gross Profit 

Gross profit 

Gross margin percentage 

Fisca/2012 

$ 

Fiscal 

2012 

202,955 

28.7% 

$ 

Fiscal 

2011 

123,937 $ 

22.1% 

Fiscal 

2010 

106,751 

19.4% 

Gross margins for Fiscal 2012 increased 660 basis points prin1arily as a result or our acquisition of Klipsch, as well as increased sales in mobile related 
products; better margins in our existing product lines; new product introductions; lower sales in our fulfillment and consumer business, which have typically 
yielded lower margins; and a reduction in required inventory provisions and warehouse assembly expenses. 

Fisca/20/J 

25 



Clro" margins for Fiscal 20 ll increased 270 basis points as a ''""'' of improved margins throughout our product lines; a shift in product rmx as produch 
moved to OEM and secunty and lcS> dependence on consumer electronics sales; lower freight and warchousmg costs as a result of i) a logistics rcconfiguration 
for product distributron, ri) the closing of a public warehouse, and rii) the renegotiation of an existing public warehouse contract; and the realizatiOn of a full 
yc;u's sales from our In vision acquisition. 

OtJ<•rotin:: E:penses and Ooemlin<• Income I (Loss) 

Opera ring Expenses: 

Selling 

General and administrative 

Engineering and technical support 

Acquisition related costs 

TotalOperdting Expenses 

Operating income 

Fiscal 2012 

$ 

$ 

$ 

Fiscal 

2012 

47,282 $ 

93,219 

15,825 

2,755 

159,081 $ 

43,874 $ 

Fiscal Fiscal 

2011 2010 

34,517 s 30,147 

67,262 62,854 

11,934 9,781 

1,207 209 

I 14,920 $ 102,991 

9,017 $ 3,760 

Operating expenses increased $44,161 iu Fiscal 2012 as compared to Fiscal 201 I. The increase in total operating expenses was due primarily to our recent 
acquisition of K.Jipsch which accounted for $39.2 million of our operating expenses during the year ended February 29, 2012, as well as au increase in legal 
fees to defend a patent suit, compensation expense as a result of performance related targets and acquisition costs incurred during the fourth quarter of Fiscal 
2012 related to the purchase of Hirschmann on March 14,2012. These increases were partially offset by reductions in depreciation expense, headcount 
reduction in select groups and a benefit recorded related to a put option. 

Fisca/2011 

Operating expenses increased $11,92 9 in Fiscal 2011 as compared to Fiscal 2010 primarily d11e to our In vision acquisition which added approximately 
$8,300 in overhead year over year; an increase in professional fees of approximately $3,000, as a result of i) approximately $990 in Klipsch acquisition fees, 
ii) increased legal fees as a result of defense of royalty rights and infringements, and iii) increased audit fees as a result of Company expansion; and the return 
of temporary salary reductions to all employees at the vice president level and above. Tl<e Company also experienced increases in advertising and trade show 
expenses in our International operations of approximately $900, aud $830 iu higher bad debt provisions primarily as a result of the finalization of a 
bankruptcy settlement and increased reserves for a certain customer. 

Other !ncome!(Expense) 

Fiscal Fiscal Fiscal 

2012 20ll 2010 

Interest and bauk charges $ (5,630) $ (2,630) $ (1,556) 

Equity in income of equity invcstces 4,035 2,905 1,657 

Other, net (3,387) 3,204 7,294 

Total other income (expense) $ (4,982) $ 3,479 $ 7,395 

Fiscal 2012 

Other income (expense) decreased $8,461 to other expense, net, of$4,982 for the year ended February 29, 2012 compared to other income, net, of $3,479 for 
the year ended February 28, 2011. The decrease is primarily due to a charge recorded during Fiscal 2012 in connection with a breacb of license agreement suit 
of approximately $3,600, a contingent consideration adjustment of approximately $2,000, the other than temporary impairment of an investment in 
marketable sec uri ties of approximately $1,200, 
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and the net foreign exchange gain in U.S dollar denominated assets and liabilities in Venezuela of$1,400 recorded 111 hscal20ll, offset by gatns of 
app10xnnately $1,600 in forward exchange contracts in the f("nth quarter of Fiscal 2012 related to the llir.>clunann acquisition. 

Interest and bank charges represent expenses for bank obligations of VOXX lntemational Corporation and Audiovox Germany, interest for a capital lease, and 
amor1izalion of a debt discount on our crcdtt faciltty I he inctcase in these expenses for the year ended Febmary 29, 2012, is due J>rllllarily to interest expense, 
fees and amo!lit.ation of dcfclfcd financing costs related to the Credrt Facility entered into on March I, 20 II primarily to fund our Klrpsch acquisition. 

Equity in income of equity investees increased due to increased equtty income of Audiovox Specialized Applications, Inc. (ASA) as a result of improved sales 
and profitability 

Fi1·cal 20 I I 

Other income decreased $) ,916 primarily as a result of the $5,400 gain on bargain purchase from the Company's Schwaiger acquisition included in Other, 
net, and a gain recorded ou a foreign exchange contract, both recorded in Fiscal 20 I 0, and a loss of approximately S300 associated with the write-off of a 
portion of a notes receivable recorded in connection with the Company's divestiture of its Malaysian operation, partially offset by the net foreign exchange gain 
on U.S. dollar denominated assets and liabilities in Venezuela and an other-than-temporary impairment of $1.5 million on an investment of the Company. 

Interest and bank charges increased due to interest recorded to ace rete contingent consideration and future liabilities recorded in connection with our 
acquisitions. 

Equity in income of equity investees increased due to increased equity income of Audiovox Specialized Applications, Inc. (ASA) as a result of improved sales 
and profitability due to improvements in the commercial and R V sector of its business. 

Income Tax Provision 

The effective tax rate in Fiscal 2012 was an income tax provision of 34.0% on pre-tax income from operations of $3 8,892 as compared to a benefit of (84.3)% 
on a pre-tax income of $12,496 from continuing operations in the prior year. The effective tax rate in Fiscal 2012 differs from the statutory rate due to state 
and local taxes, non-deductible expenses, the generation of research and development credits and the U.S. effect of foreign operations including tax rate 
differences in foreign jurisdictions. 

I 

TI1e effective tax rate in Fiscal 20 II was lower than the statutory tax rate due the Company's ability to record an income tax benefit as a significant portion of 
the Company's deferred tax assets became realizable on a more-likely-than-not basis based on current operating results and forecasts of pre-tax earnings and 
U.S. taxable income. 

TI1e effective tax rate in Fiscal 20 I 0 was lower than the statutory rate due to the Company's ability to record an income tax benefit through a reduction in its 
valuation allowance of $10.1 million in connection with the carryback of certain net operating losses as a result of new legislation enacted in Fiscal 2010, and 
the recognition of $4.6 million of uncertain tax positions as the result of the expiration of various statute oft imitations: 

Net Income 

The following table sets forth, for the periods indicated, selected statement of operations data begi!U1ing with operating income from operatim1s to reported net 
income a11d basic and diluted net income per common share: 
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Operating income 

Otlh~r nKomc (cxpen:;~). net 

Income from op~ra11ons before wcomc taxes 

Income lil.X expense (bcnc!-11) 

Net income 

Net income per common share: 

13asic 

Diluted 

$ 

$ 

$ 

$ 

Fiscal 

2012 

43,874 

(4,982) 

38,892 

13,243 

25,649 

I. II 

1.10 

Fiscal Fiscal 

2011 2010 
---------
s 9,017 s 3,760 

.1.'17'1 7,395 
--~------

I 7,4'16 I I, 15 5 

(10,535) (11,328) 

$ 23,03 I s 22,4g3 

$ 1.00 $ 0.98 

$ 1.00 $ 0.98 

Net income for Fiscal 2012 was $25,649 as compared to $23,03 l in Fiscal 20 l l and $22,483 in Fiscal 20 l 0. Fiscal 2012 net income was favorably 
impacted by the acquisition ofKlipsch. 

D11ring Fiscal 2011, net income was favorably impacted by the net tax benefits of approximately $10,500 as a result of a partial reduction of a valuation 
allowance on deferred taxes. 

During Fiscal2010, the company was impacted by several non-standard charges related to the economy, market conditions, customers, and other events as 
outlined in tbe Annual Report for Fiscal 2010. 

Net income was also favorably impacted by sales incentive reversals of $3,662 ($0 after taxes), $1,72 5 ($0 after taxes) and $2,5 59 ($0 after taxes) in Fiscal 
2012, 201 land 2010, respectively. 

Adjusted EBITDA and Adjusted Diluted Earnings per Common Share 

Acijus:eri l:.Bii:UA ami arijustea dtimed earnings per common share are not iinanciai measures recognized by GI\AP. Adjusted EB!TDA represents net 
income, computed in accordance with GAAP, before interest expense, taxes, depreciation and amortization,. stock-based compensation expense and costs 
relating to our acquisitions. Depreciation, amortization, and stock-based compensation expense are non-cash item~. Adjusted diluted earnings per common 
share represent the Company's diluted earnings per common share based on adjusted EBITDA, 

We present adjusted EBITDA and adjusted diluted earnings per conunons share in this Form 10-K because we consider them to be useful and appropriate 
supplememai measures of our performance. Adjusted EBITDA and adjusted diluted 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 costs 
relating to the Company's acquisitions allows for a more meaningful comparison of our results from period-to-period. These non-GAAP measures, as we 
define them, arc not necessarily comparable to similarly entitled measures of other companies and may not be an appropriate measure tor perfom1ance relative 
to other companies. Adjusted EBITDA should not be assessed in isolation from or construed as a substitute for EBITDA prepared in accordance with GAAP. 
Adjusted EBITDA and adjusted diluted earnings per common share 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 GAAI' Net Income to Adjusted EBITDA and Adjusted Diluted Earnings per Common Share 
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Fiscal Fiscal Fiscal 

2012 2011 2010 

Net tncomc $ 25,649 $ 23,031 $ 22,483 
Adtustmcnls: 

Interest and bank chillgcs 5,630 2,630 1,556 
Depreciation and amortization 10,295 7,865 7,694 
Income tax expense (beneftt} 13,243 (10,535) (11,328) 

EBfTDA 54,817 22,991 20,405 
Stock-based compensation 1,082 1,284 1,138 
Acq1Jisition rein led costs 2, 755 1,207 209 

Adjusted EBITDA $ 58,654 $ 25,482 $ 21,752 

Diluted earnings per common share $ 1.10 $ 1.00 $ 0.98 
Diluted adjusted EBITDA per common share $ 2.52 $ 1.10 $ 0.95 

Liquidity and Capital Resources 

Cash Flows, Commitments and Obligations 

As of February 29,2012, we had working capital of $182,985 which includes cash and cash equivalents of $13,606 compared with working capital of 
$258,528 at February 28, 20 II, which included cash and cash equivalents of$ 98,630. During the fiscal year, the Company acquired Klipsch, purchased 
buildings in Venezuela and Germany, repaid outstanding bank obligations, and had higher payables and accruals due primarily to the timing and payment of 
invoices and expenses. These decreases were partially offset by draws on the Company's Credit Facility in order to finance the purchase of Klipsch, as well as 
increases to accounts receivable and prepaid expenses primarily as a result of the Klipsch business being integrated into the Company. 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 pay down our debt. The following table summarizes our cash flow activity for all periods presented: 

Casl1 (used in) provided by: 

Operating activ!ties 
Investing activities 

Finaticing a~tiviti6~ • 
Effect of exchange rate chang~~-on cash .. 

Net (decrease) increase in cash and cash equi vaients 

$ 

,·._,·,·. 

$ 

Year 
Ended 

February 29, 
2012 

. 59,5~~ $ 
{179,410) 

34,699 

103 

(85,024) $ 

Year Year 
Ended Ended 

February 28, February 28, 
2011 2010 

32,I30 ~- ••. ·!. •• -~8,222 
1,420 (25,009) 

(4,382) )1,222) 
(49) (I,984) 

29,119 $ 7 

Opemting activities provided cash of$ 59,5 84 for Fiscal 2012 from: i) net income generated from operations of $2 5,649, and depreciation and amortization 
of$ I0,295, and ; ii) increased accounts payable, accrued expenses, accrued sales incentives and other due to increases in net sales; partially offset by 
increased accounts receivable, due primarily to the acquisition ofKlipsch. 

Investing activities used cash of $179,4 I 0 during Fiscal 2012, primarily due to the acquisition of Klipsch on March I, 20 I I, as well as due to capital 
expenditures. 

Financing activities provided cash of $34,699 during Fiscal 2012, primarily from cash draws from the Company's Credit Facility to finance the acquisition 
of Klipsch, offset by the repayment of bank obligations. 

As of Febmary 29, 2012, we had a revolving credit facility ("the Credit Facility") with an aggregated committed availability of up to $175 million. The 
Company could borrow under the Credit Facility as needed, provided the aggregate amounts outstanding did not exceed 85% of certain eligible accounts 
receivable, plus 65% of certain eligible invent01y balances less the outstanding 
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amounts ror Letters n[ C1 ~dH Usage, if npp!icabte. This .1~nount couiU be further reduced by the aggregated an1otmts of reserves that may be rcqltlrc<.i at the 
tc<"<>nablc thscrctton of Wells l'<uv,o in its rule as the ,\dministrative Ag,ent. Generally, the Company could designate specific bonmvtngs under the Crcdtt 
Factlity as cithct Base Rate Loans or LIBOR Rat,· Loan.<, except that Swing Loans could only be designated as Base Rate Loans. Loans dcstgnated as LlllOI< 
Rate Loans beat mtctcst at a rate equal to the then applicable LJBOR rate plus a range of 2.25- 2.75% based on excess availabiltty in the bo11nwiug base 
Lnans designated as flasc Rate loath bear interest at a rate equal to the base rate plus an applicable margin ranging from I 25 I 75% based uncxcc" 
ilvatlabtllty in the borrowing ha": TillS fitcilny was nmcndcd and restated as indtcated below on March 14, 2012. 

As of March 14, 2012. the Company has amended ant! restated its Credit Facility (the "Amended Facility"). The Amended Facility provides for senior 
secured credit facilities in an aggregate prmeipal amount of $205 million, consisting of a U.S. revolving credit facility of$80 million; a $50 million 
11111lticurrcncy revolving facility. of which up to the equivalent of $50 million is available only to VOXX International (Gcm1any) Grnbll in curos; and a live 
year term loan facility in the aggregate principal amount of$75 million. The Amended Facility includes a $25 million sublimit for issuers of leiters of credit 
fnr domestic borrowings and a $10 million sublimit for Swing Loans. 

$60 million of the U.S. revolving credit facility is available on a revolving basis tor five years from the closing date. Au additional $20 million is available 
during the three month periods from September I, 2012 through November 30,2012 and from September I, 2013 through November 30,2013. 

Generally, the Compauy may designate specific borrowings under the Amended Facility as either Altemate Base Rate Loans or LIBOR Rate Loans, except that 
Swing Loans may only be designated as Alternate Base Rate Loans. VOXX International (Germany) GmbH may only borrow euros, and only as LIB OR rate 
loans. Loans designated as LIB OR Rate Loans shall bear interest at a rate equal to the then applicable LIBOR rate plus a range of 1.25 - 2.25% based on 
excess availability in the borrowing base. Loans designated as Altemate Base Rate loans shall bear interest at a rate equal to the base rate plus an applicable 
margin ranging from 0.25 - 1.25% hascd on excess availability in the borrowing base. 

All amounts outstanding under the Amended Facility will mature and become due on March 13,2017. 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 Amended Facility may be 
irrevocably reduced at any time without premium or penalty. The $75 million five year term loan facility is payable in twenty quarterly installments of 
principal commencing May 31, 2012, each in the amount of$3,750. 

The Amended Facility requires compliance with the following financial covenants calculated as of the last day of each fiscal quarter:. (a) Total Leverage Ratio 
(i) from the Closing Date through February 28, 2013 ofless than or equal to 3.25 to 1.00; (ii) from March I, 2013 through February 28, 2014 ofless than or 
equal to 3.0 to 1.00; and (iii) from March I, 2014 to Maturity Date ofless than or equal to 2.75 to 1.00, and (b) Consolidated EBIT to Consolidated Interest 
F.xp~n<:P. R::.tin nf zrP:<~ft;"':" th.~~ 0!' ~-:;,·.!~! ~~ 3.1) !.o 1.1)0 

The Amended Facility contains covenants that limit the ability of certain entities of the Company to, among other things: .(i) incur additional indebtedness; (ii) 
incur liens; (iii) merge, consolidate or exit a substantial portion of their respective businesses; (iv) make any material change in the nature of their business; 
(v) prepay or otherwise acquire indebtedness; (vi) cause any Change of Control; (vii) make any Restricted Payments; (viii) change their fiscal year or method 
of accounting; (ix) make advances, loans or investments; (x) enter into or permit any transaction with an Affiliate of certain entities of the Company; or (xi) 
use proceeds for certain items (including capital expenditures). 

The Amended Facility contains customary events of default, including, without limitation: failure to pay principal thereunder when due; failure to pay any 
interest or other amounts thereunder for a period of three (3) business days after becoming due; failure to comply with certain agreements or covenants 
contained in the Amended Facility; failure to satisfy certain judgments against a Loan Party or any of its Subsidiaries (other than Immaterial Subsidiaries); 
certain insolvency and bankruptcy events; and failure to pay when due certain other indebtedness in an amount in excess of $5 million. 

The Obligntions under the Amended Facility are secured by a general lien on and security interest in the assets of certain entities of the Company, including 
accounts receivable, equipment, substantially all of the real estate, general intangibles and inventory provided that the assets of Hirsclunan Car 
Communication GmbH and the foreign guarantors will only secure the Foreign Obligations. All Guarantors other than subsidiaries of Hirschmann Car 
Communication GmbH have jointly and severally guaranteed (or will jointly and severally guarantee) the obligations of any and all Credit Party Obligations, 
and each Foreign Guarantor will jointly and severally guarantee the obligations ofHirschmarm Car Communications GmbH under the Credit Agreement (i.e., 
the Foreign Obligations). 
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On March 14, 20 12, the Company borrowed a[JpiOxiHratcly $148 million under this amended credit facilrty as a result of its stock purchase agreement relateu 
to ll>rschmarilr (sec Subsequent Event in this rorm l OK} 

In addrnon. 1\udiovox Germany has accounts receivable factorinr, arrangements totaling 16,000 Euro, a 4,000 Euro Asset-Based Lcndin~ ("AI3L") credrt 
facility and a 2.000 Euro credit line. 

Cenain contractual cash obligations and other corrunitments wrll impact our short and long-term lrqurdity. AI Febnwry 29, 2012, such obligations and 
conun1trncnts are as follows: 

Amount of Commitment Expiration per Period (8) 

Contractual Cash Obligatious 

Capital lease obligation (I) 

Operating leases (2) 

Total contractual cash obligations 

Other Commitments 

Bank obligations (3) 

Stand-by letters of credit (4) 

Couunercial letters of credit (4) 

Other (5) 

Contingent earn-out payments and other (6) 

Unconditional purchase obligations (7) 

Total corrunercial couunitments 

Total Commitments 

$ 

$ 

$ 

$ 

Total 

9,350 

24,985 

34,335 

33,328 

8t7 

273 

9,1)22 

7,108 

l io,329 

160,877 

195,2,12' 

Less than 

1 Year 

$ 574 

6,907 

$ 7,481 

$ 1,818 

817 

273 

1,774 

3,167 

110,329 

$ 118,178 

. :.s.c:. . 125,659 

1-J 4-5 After 

Years Years 5 Years 

$ 1,147 $ 1,161 $ 6,468 

10,446 5,816 1,816 

$ 11,593 $ 6,977 $ 8,284 

$ $ 31,510 $ 

5,430 880 938 

3,816 125 

$ 9,246 $ 32,515 $ 938 

$ 20,839 .$ . 39,492 .$ . .· .. 9,222 

(I) Represents total payments (interest and principal) due under a capital lease obligation which has a current (included in other current liabilities) and long 
term principal balance of$151 and $5,196, respectively at February 29, 2012. 

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

(3) Represents amounts outstanding under the Co~pany's Credit Facility and amounts outstanding under the Audiovox Germany Euro asset-based leading 
facility at February 29, 2012. 

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

(5) 11re amount includes amounts outstanding under a call-put option with certain employees of Audio vox Germany; amounts outstanding under a term loan 
agreement for Audio vox Gem1any; a note payable to a vendor in cormection with our In vision acquisition; an assumed mortgage on a facility in connection 
with our Klipsch acquisition; and amoWlts outstanding under a mortgage for a facility purchased at Schwaiger. 

(6) Represents contingent payments and other liabilities in connection with the Thomson Accessory, Thomson AudioNideo, lnvision and Klipsch 
acquisitions (see Note 2 of the Consolidated Financial Statements). 

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

(8) At Febnrary 29, 2012, the Company had unrecognized tax benefits of $2,912. A reasonable estimate of the timing related to these liabilities is not 
possible, therefore such amounts are uot reflected in this contractual obligation and commitments schedule. 

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/ 
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or equity offerings. AI tunes, we evaluate possible acquisitions of, or investments in. businesses that are complementary to ours. which transactions may 
require the usc of cash. We believe that our cash, other I iqt11d assets, operating cash nows. 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 
'<lpport our working capital requirements or for other purposes and may seek to raise such additional funds through the sak of public or private equity and lor 

debt t·mancings as well as from other sources. No assurance can be given t!Hit additional financing will be available in the future or that if available, "'cl' 
financing v.ill be obtaJrl?tb!l! on tcnns favorahk '-0..1hen requ1rcd 

OJFHalance Sheet Arrangements 

We do not mamtain any off-balance sheet arrangements. lransaction>. obligations or other relationships with unconsolidated entities that would be expected to 
have a material current or future effect upon our finm1eial condition or results of operations. 

Impact of In nation and Currency Fluctuation 

To the extent that we expand our operations in Europe, Canada, Latin America and the Pacific Rim, the effects of inflation and currency fluctuations could 
impact our financial condition and results of operations. While the prices we pay for products purchased from our suppliers arc 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 cunency 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 foiWard contracts to hedge 
certain euro-relatcd transactions. The Company minimizes the risk of nonperformance on the foiWard contracts by transacting with major financial 
institutions. Puring Fiscal 2012 and 2011, the Company held forward contract.- specifically designated for hedging (see Note l(e)). As of February 29, 2012 
and February 28, 2011, unrealized losses of$ l 03 and unrealized gains of $238, respectively, were recorded in other comprehensive income associated with 
these contracts. During the fourth quarter of Fiscal 2012, the Company entered two forward contracts in the amount of$63,750 to hedge the euros required to 
close its pending Hirschmann acquisition in the first quarter of Fiscal 2013. These contracts were not designated for hedging, and as such, were valued at 
February 29, 2012. A gain of$! ,581 associated with these contracts was recorded through other income during Fiscal2012. 

Effective January I, 2010,-according to the guidelines in ASC 830, Venezuela had been 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 

TI1e Company has certain U.S. dollar denominated assets and liabilities in its Venezuelan operations. Our TICC bond investment (see Note 1(f)) and our U. 
S dollar denominated intercompany debt have been subject to cunency fluctuations associated with the devaluation of the Bolivar fuerte and the temporary 
institution in 20 I 0 of a two-tier exchange rate by the Venezuelan government. The TICC bond is valued at the current Venezuelan exchange rate of 4.3 and 
classified as a held-to-maturity investment at amorti7.cd cost at February 29,2012. 

Seasonality 

We typically experience seasonality in our operations. We generaily seli 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 and electronic 
trade shows in December and January. 

Related Party T.-ansactions 

During 1998, we entered into a 30-year capital lease for a building with our principal stockholder and chainnan, which was the headquarters of the 
discontinued Cellular operation sold in 2004. Payments on the capital lease were based upon the construction costs of the building and the then-current interest 
rates. This capital lease was refinanced in December 2006 and the lease expires on November 30, 2026. The effective interest rate on the capita[ lease 
obligation is 8%. The Company subleases the building to Personal CoJllmunication Devices, LLC (formerly UTStarcom) for monthly payments of $50 for a 
term of three years, which expires on October 31,2012. We also lease another facility from our principal stockholder which expires on November 30, 2016. 

As a result of the acquisition of Klipsch, the Company assumed a lease for the facility housing the Klipsch headquarters in Indianapolis. The lessor was 
Woodview, LLC ("Woodview"), of which certain partners are executives of Klipsch. Lease payments 
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were based on current mai kct rates, as determined by independent valuation, with the lease expiration on May 31, 2021 On April 20, 2012, the Company 
purchased tillS building from Wood view for $10 9 million. The Company paid cash or $3.1 million at closing plus $106 in closing costs, and assumed the 
mongage held by Wood view in the amount of $7.8 million. The mongagc is due in May 2013 and bears interest at 5.85%. 

Total lease payments re(juired under all related parry leases for the live-year period ending Fcbniary 78, 20 I 7 arc $12,166. 

Hccenl Accounting Pronouncements 

We are required to adopt cenain new accounting pronouncements. Sec Note l(v) to our consolidated financial statements of this Annual Report on Form 10-K. 

Item ?A-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 foreien currency exchange rates. 

Marketable Securities 

Marketable securities at February 29, 2012, which are recorded at fair value of $3,450, include an unrealized gain of $3 and have exposure to price 
fluctuations. This risk is estimated as the potential loss in fair value resulting from a hypothetical I 0% adverse change in prices quoted by stock exchanges 
and amounts to $556 as of February 29, 2012. 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. Currently, we do not use interest rate derivative instruments to manage exposure to interest rate 
changes. 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 
ftxed. 

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 29, 2012, we had translation exposure to various foreign currencies with the most significant being the Euro, Hong 
Kong Dollar, Mexican· Peso, Venezuelan Bolivar and Canadian Dollar. The potential loss resulting fmm a hypothetical I O"lo adverse change in quoted foreign 
CWTency exchange rates, as of Febmary 29, 2012 amounts to $2,849. Actual results may differ. 

The Company continues to monitor the political and economic climate in Venezuela. Venezuela represents 2% of year to daie sales. The majority of assets 
invested in Venezuela are cash related and are subject to government foreign exchange controls including its investment in Venezuelan government bonds (see 
Note l(f)). 

Item &-Consolidated Financial Statements and Supplementary Data 

The infommtion required by this item begins on page 11 of this Annual Report on Fonn 10-K and is incorporated herein by reference. 

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

Not Applicable 

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 
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rules and regulations, and thai such infonnation is accumu!Mcd and commutticakd tu the Company's managemcni, inciuding iis Chief Executive Officer and 
Chtcf Financial Officer,"' appropnatc, to allow timoly decisions regarding rcqlllred ftnanctal disclosures. 

As of the end of the pcliod covered by this rcpon. the Company earned miL an evaluation. under the supervision and with the participation of the Company's 
management, including the Chief Executive Offtcer and Chtef Financiol Ofllcet. of the effect ivcncss of the design and opera! ion of its disclosure controls and 
proccdutes pursuant to the Sccutities and Exchange Act Rule lla-15. llas.:d upon this evaluation a.s of February 79, 2012, the Chief Executive Officer and 
Clncf Financial Oftlccr concluded that the Companv's disclosure controls and procedu"'-' are effective and adequately designed. 

Management's Repor·t on Internal Control Over Financial Reportinf: 

The Company's management is responsible for establishing and maintaining adequate intemal control over financial reporting; as such tenn is defined in the 
Securities and Exchange Act Rules 13a-15(l) and !Sd-15(1). The Company's intcmal 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 and includes those policies and procedures that: 

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

Provide reasonable assurance that transactions are recorded as necessary to pem1it preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and ex:penditures of the Company are being made only in accordance with authorizations of 
management and directors of the Company; and 

Provide reasonable assurance regarding prev<!niion 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 repotting 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. 

Management evaluated the effectiveness of the Company's internal control over financial reporting using the criteria set forth by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO) in Internal Control-Integrated Framework. Under the supervision and with the participation of the 

internal control over fmancial reporting as of February 29,2012. Based on that evaluation, management concluded that the Company's internal control over 
financial reporting was effective as of February 29, 2012 based on the COSO criteria. 

The certifications of the Company's Chief Executive Officer and Chief Financial Officer included in Exhibits 31. I 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 29, 2012, has been audited by Grant Thornton LLP, an 
independent registered public accounting finn who also audited the Company's consolidated financial statements. Grant Thornton LLP's attestation report on 
the effectiveness of the Company's internal control over financial reporting is included below. 
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REPORT OF LNDEI'ENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

Board of Dr rectors and Stockholders 
VOXX International Corporation 

We have audited VOXX International Corporation (formerly known as Audiovox Corporation) (a Delaware corporation) and subsidiaries' (the "Company") 
intemal control over financial reporting as of February 29, 2012, based on criteria established in Internal Control- Integrated Framework issued by the 
Comminee of Sponsoring Organizations of the Treadway Commission (COSO). 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 conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that 
we plan and perfonn the audit to obtain reasonable assurance about whether effective intemal 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 has is for our opinion. 

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of fmancial 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 (I) pertain to the maintenance of records that, in reasonable detail, accurately and fairly rdlect 
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 expendirures 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. 

In our opinion, VOXX International Corporation and subsidiaries maintained, in all material respects, effective internal control over financial reporting as of 
February 29, 2012, based on criteria established in Internal Control-Integrated Framework issued by COSO. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets 
of VOXX International Corporation and subsidiaries as of Febmary 29, 2012 and February 28, 20 I I, and the related consolidated statements of operations, 
stockholders' equity and comprehensive income (loss), and cash flows for each of the three years in the period ended February 29, 2012, and our report dated 
May 14, 2012 expressed an unqualified opinion thereon. 

Is/ GRANT THORNTON LLP 

Melville, New York 
Mayl4,2012 
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Changes in Internal Controls Owr l'inancial Rcportin~ 

There were no material changes in our internal control over financial reporting (as such term is ric fined in Exchange Act Rules I Ja-1 5(fJ and 15d-15(f)) during 
the most recently completed fiscal fourth quarter ended Fcbtuary ?.9, 20!2 covered hy this report, that have materially affected, or uc reasonably likely to 
mateJJally affect, our intcmal controls over financ1al reporting 

lt<"rn 9R- Othpr Information 

Not Applicable 

!'ART III 

The information required by Item 10 (Directors, Executive Officers and Corporate Governance), item II (Executive Compensation), Item 12 (Security 
Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters), Item 13 (Certain Relationships and Related Transactions, and 
Director Independence) and Item 14 (Principal Accounting Fees and Services) of Form I 0- K, will be included in our Proxy Statement for the Atmual meeting of 
Stockholders, which will be filed on or before June 28, 2012, and such information is incorporated herein by reference_ 

PART IV 

Item IS-Exhibits, Financial Statement Schedules 

(I and 2) Financial Statements and Financial Statement Schedules. See Index to Consolidated Financial Statements attached hereto. 

(3) Exhibits. A list of exhibits is included subsequent to Schedule II on page S-1. 
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VOXX INH:RNATIONAL CORPORATION 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 

Financial Statements: 

Report of Independent Regtstercd Public 1\ccountmg Flm1 

Consolidated Balance Sheets as of february 29,2012 and Febntary 28,2011 

Consolidated Statements of Operations for the years ended February 29,2012, february 28,2011 and February 28,2010 

Consolidated Statements of Stockholders' Equity and Comprehensive Income (Loss) for the years ended February 29, 2012, February 28, 
2011 and February 28, 2010 ' 

Consolidated Statements of Cash Flows for the years ended February 29,2012, February 28,2011 and February 28,2010 

Notes to Consolidated Financial Statements 

Financial Statement Schedule: 

Schedule II -Valuation and QualifYing Accowlts 
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REPORT OF INDEPENDENT REGISTimED PUBLIC ACCOUNTING FIRM 

Board of Ducctors and StocldlO!dcrs 
\'OXX !nteruational Corporation 

We have audited the accompanying consolidated balance sheets ofVOXX International Co'T'oration (fom1erly known as Audiovox Corporation) (a Delaware 
corporation) and subsidiaries (the "Company") as of February 29, 2012 and February 28, 20 II, and the related consolidated statements of operations, 
stockholders' equity and comprehensive income (loss), and cash nows for each of the three years in the period ended February 29, 2012. Our audits of the 
basic consolidated financial statements inclwled the financial statement schedule listed in the index appearing under Item 15. These financial statements and 
financial statement schedule arc the responsibility of the Company's management. Our responsrbility is to express an opinion on these financial statements and 
financral statement schedule based on our audits. 

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

In our opinion, the consolidated t1nancial statements referred to above present fairly, in all material respects, the financial position of VOXX International 
Corporation and subsidiaries as of February 29, 2012 and February 28, 20 II, and the results of their operations and their ca~h flows for each of the three 
years in the period ended February 29, 2012 in conformity with accounting principles generally accepted in the United States of America. Also in our 
opinion, the related financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, present~ fairly, in 
all material respects, the information set forth therein. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the Company's internal control 
over financial reporting as of February 29,2012, based on criteria established in Internal Control -Integrated Framework issued by the Committee of 

Is/ GRANT THORNTON LLP 

Melville, New York 
May 14,2012 
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Assets 

Current assets: 

Cash and cash equivalents 

Accounts receivable. net 

Inventory 

Receivables from vendors 

Prepaid expenses and other current assets 

Income tax receivable 

Deferred income taxes 

Tot" I current assets 

Investment securities 

Equity investments 

P.rope~y. ~~~i and equipment, net 

Goodwill 

Intangible assets .. · 

Deferred income taxes 

oo,;,r~~~~ 
._,. 

Total assets 

it_~b~~~~;:~~i~~~~khbid~ri•. Eq~ity. 
Current liabilities: 

,,,:':~~~;.~~,~;r~~~;, · · 

VOX}i. International Corporation an1l Subsidiaric~ 

Consolidated Balance Shccls 
February 29, 2012 and February 28, 2011 

(In thousands, t!xcept share data) 

Aocrued expenSes and other current liabilities 

i~~;;,~-~~~s p~yabie · · 
Accrued sales incentives 

.'~·.: ·~~-·· ;;·)J~~~~1~~~~;-.¥~~·~;··,~:. 
Current portion_ of long-term debt 

~Tdtal.~.;,.ent liabilities 

Long-terrn debt 

C:ip\4tt~a~ ~'lli.ga~on .. 
Deferred compensation 

iJtli~r.~)i:w._~ii~e~., . 

Deferred tax liabilities 
.... " .... ·· ............ ~······· -.•.. 

Otl1er long-iemdiabilities 

Total liabilities 

Commitments and contingencies 

Stockholders' equity: 

Preferred stock 

Common stock 

Paid-in capital 

Retained earnings 

Accumulated other comprehensive loss 

Treasury stock, at cost 

Total stockholders' equity 

Tolalliabilities and stockholders' equity 

See accompa11ying notes to consolidatcdjilllmcittl swtements. 
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$ 

$ 

.$ 

$ 

February 29, 
2012 

13,606 

142,585 

129,514 

4,011 

13,549 

698 

3,149 

307,112 

t:l,t02 

14,893 

31,779 

87,366 

i75.3-tQ . 

$ 

February 28, 
2011 

98,630 

108,048 

I 13,620 

8,382 

9,382 

2,768 

340,830 

13,500 

12!764 

)~.563 

7,373 

. ·. ::~9:J89 
796 6,244 

3,782 . . . . ' ... ,. ~::.} i,iS34 
_;_;__;___;____;;_;_:___ 

634,179 $ 501,097 
·-=--~~~~..,. 

'· ·~ . ''):' i 
. . .. : .. ·. .... 

43,755 :·s. 
-52,679 

s,;i3i•-'. 
18,154 

. sis 
3,592 

124,127 

34,860 

5,196 

3,196 

2,943 

34,220 

7,840 

212,382 

250 

281,213 

162,676 

(3,973) 

(18,369) 

421,797 

634,179 

.... 
.. :. 

$ 

_-:27,3~1 

36,500 

·' •:·t;G-IO 
11,981 

. ' :·:·:·~99 
4,471 

..• 82,J.02 

2,077 

5,J48 

3,554 

·(,788 

4,919 

8,163 

108,151 

248 

277,896 

137,027 

(3,849) 

(18,376) 

392,946 

501,097 



VOX.,X International Corporation and .Subsidiaries 
Consolid:~ted Statements of Oper:~lionl 

Years Ended February 29,2012, February 28, 201 I and February 28, 2010 
(/11 thousands. except sltnre and per shari! data) 

Net soles 

Cost of sales 

Gross profit 

Operating expenses: 

Selling 

General and administrative 

Engineering and technical support 

Acquisition related costs 

Total operating expenses 

Operating income 

Other income (expense}: 

· Interest and~.~~ ~~aig~s ·. 
Equity in income of equity in vestee 

Gll:J~~. -~~* ·:.· :_ ·; ..•.. ~ . ·. ~-

Total other income (expenses}, n;t 
·.:::·_:_::.::::::·· 

Income from operations before income taxes 
Inc~~e iax e~p~-n~~ (beriefit) ...... , 

Net income 

Net income per conunonshare (basic) 

Net income per co nun on share (diluted) 

Weighted-average common shares outsta~ding (basic) 

Weighted-average common shares outsfiuiding (diluted) 

··· .. . . . . . -·~ ,. . . 

Year 
Ended 

February 29, 
2012 

Year 
Ended 

February 28, 
2011 

Ye;Jr 
Ended 

February 28, 
2010 

$ 707,062 $ 561,672 $ 550,695 

504,107 

202,955 

47,282 

93,219 
15,825 
2,755 

159,081 

43,874 

. .(5,q30) .. · 

4,035 

437,735 

123,937 

34,517 
67,262 
11,934 

1,207 

114,920 

9,017 

443,944 

106,751 

30,147 
62,854 

9,781 

209 

102,991 

3,760 

(2,630) . (1;556) 

2,905 1,657 

___ ;_;_·_· ~f-':;' ·::·~.:11.:-i)~. -'-'-----'-'---'-.-'-_;-'-•:_:2_0_;_4_:_. -'--''--'--:..::..:_·_·.-7_:;_2_9_,:4_ 

$ 

$ 

(4,982) 3,4 79 7,39 5 

38,892 
13,243 

Lll $ 

1.10 $ 

23,080,081 

23,265,206 

12,496 II, 155 
(10,535) (11,328) 

23,03 1 $ 22,483 
--~-~-

1.00 $ 0.98 .;.._ ____ _ 
1.00 $ 0.98 -------

22,938,754 22,875,651 

23,112,518 22,919,665 

See accompanying notes to consolidated financial statements. 
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VOXX International Corporation and Subsidiaries 
Consolidated Statements of Stockholder.~· F:quity and Comprehensive Income (Loss) 

Years Ended February 29,2012, February 28,2011 and February 28,2010 

Balances at February 28, 2009 

Comprchcnsi vc income 

Net income 

foreign currency translation adjustment 

Kectassificatioo adjustment for otber-~lan
temporary impainncnt loss on availablc:-for

sa1c security included in net in~ome 

Unrealized (loss) on marketable securities, net 
of tax effect 

Other comprehccsive income 

Comprehensive income 

Exercise of stock options into 17,500 shares of 
common stock 

Stock-based compensation expense 

Issuance of945 shares oftreaswy stock 

Balances at February 28, 2010 

. Comprehensive income: 

Net income 

F,orcigncurrency translation adjustment 

Reclassification adjustment for other-than
temporary impairment loss on available-for
sale security included in net income 

Reclassification of unrealized loSses on 
marketable securities, net of tax effect 

Gain on derivatives designated for hedJ:ing 

Otlt~ comprehensive income · 

Comp~cbcnsivc income 

·Exercise of stock options into !89,125 shares of 
conmwo stock 

Stock.ba.~ed compensation expense 

Issuance of975 shares of treasury stock 

Balances at Febmary 28, 2011 

Comprehensive income: 

Net income 

Foreign currency translation adjustment 

Reclassification adjustment for otber-than
tcmporaty impairment loss on available-for
sale security included in net income 

Unrealized gains on marketable securities, net 
of tax effect 

$ 

$ 

(/11 tlro11sands, except share data) 

Class A 
and Class [I 

Common 

Stock 

246 s 

Paid-iu 

Capital 

274,464 s 

84 

1,138 

(2) 

247 $ 275,684 $ 

248 $ 

931 

1,284 

(3) 

277,896 $ 

41 

Retained 

Ear-nings 

91,513 $ 

22,483 

113,996 $ 

23,031 

137,027 $ 

25,649 

Accumulat(•d 

other 

comprehensive 

income (loss) 

(7,32S) S 

(685) 

1,000 

(268) 

(7,278) $ 

795 

1,600 

796 

238 

(3,849) $ 

(I, 153) 

1,225 

(65) 

Treasury 
stock 

(18,396) $ 

10 

(18,386) $ 

10 

(18,376) $ 

Total 
Stock

holders' 

CfJUity 

340,502 

22,483 

(685) 

1,000 

(268) 

47 

22,530 

85 

1,138 

8 

364,263 

23,031 

795 

1,600 

796 

238 

26,460 

. 932 

1,284 

7 

392,946 

25,649 

(I, 153) 

1,225 

(65) 

--------------·------------·----------



I o<;.;; on dcnvativcs dc.sJgn..~ted for hedgmr, 

Othcl cornrrdlt.:llSJ\'C incornc 

C'OillJifehr.nS.IVt~ IIJCOlllC 

E.'=erc1~t:: of ~tock opt1ons info 61 ,87) shares of 
common stock 

Stt)Ck-b,J:-.cd compl·IJ'>alwn e;.. pensc 

Issuance of71.0 sh;ucs of treasury stock 

Balances at February /9. 2012 $ 250 

2,235 

1,082 

$ 281,213 _$ __ ,_62..:.,6_7_6_ 

See accompanying notes to consolidated ji11ancial statemeul.>. 

(Ill) (Ill) 

( 124) 

25,525 

(3,973) _s __ (_l_s_.J_6_9_> 421,797 



VOX,X International Corporation and Subsidiaries 
Consolidated Statements of Cash Flows 

Years Ended February 29,2012, February 28,2011 and February 2!!, 2010 
(Amounts i11 thousa11ds) 

Yrar· 

Ended 

Year 
Ended 

February 29, 

2012 
February !8, 

Cash flows from operatmg activities: 

Net income 

AdJustments to reconcile net income to net cash provided by operating achvtties: 

Depreciation and amonization 

Uad debt expense 

Equity iJJ income of equity in vestee 

Distribution of income from equity investees 

Deferred income tax expense (benefit), net 

Loss on disposal of property, plant and equipment 

Non<ash compensation adjusnnent 

Non-cash stock based co~pensation expense 

Realized loss on sate of investment 

Gain on bargain purchase 

lmpaimtent loss on macke~ble s~uriti~s 

T~ benefit on sr~ck options exercised 

Chmges io operating assets and liabilities (net oftlllscls and liabilities acquired): 

Accounts receivable 

Inventory 

Receivables from vendors 

Prepaid expenses and other 

rnvestment securities-trading 

Accounts payable, accrued expenses, accrued sales incentives and other current 
liabilities 

Income ~es payab~.e 

Net casll provided !>Y operating activities 

Cash flows from investing activities: 

Purchases ofpropcny, plant and equipment 

Proceeds from distribution from an equity in vestee 

Proceeds (rum repayment of notes receivable 

Purchase of short-term investments 

Sale of short-term investments 

Sale of long-term ~nves~eot 

Purchase of long-term investment 

Purchase of. patents 

Bo~rowing on short.:.tefm note 

Purchase of acquired businesses, less cash acq~ired 

Net cash (used in) provided by investing activities 

Cash flows from financing activities: 

Repayment of short-term debt 

Borrowings from bank obligations 

Repaymcms on· bank obligations 

Principal payments on capital lease obligation 

Proceeds (wmcxercisc: of stock options and warrants 

Reissue of treasury stock 

Tax expense on stock oplions exercised 

Net cash provided by (used in) financing activities 

Effect of exchange rate changes on cac;h 

Net (decrease) increase in cash and cash equivalents 

ca..~h and cash equivalents at beginning of year 

Cash and cash equivalenls at en~. of year 

Supplemental Cash Flow I n(onnation: 

25,649 

10,295 

1,771 

(4,035) 

1,906 

4,075 

237 

(139) 

1,082 

1,225 

(1,846) 

(8,834) 

13,269 

4,363 

(8,511) 

357 

12,698 

6,022 

59,5.84 

(12,364) 

214 

(167,260) 

(179,410) 

(927) 

89,248 

(55,765) 

(101) 

392 

1,846 

34,699 

103 

(85,024) 

98,630 

13,606 

2011 

23,031 

7,865 

1,022 

(2,905) 

1,413 

(13,566) 

64 

717 

1,284 

182 

1,600 

22,462 

(12,007) 

2,802 

4,657 

(646) 

(9,273) 

3,428 

32,130 

(3,055) 

(23,981) 

24,210 

4,368 

(245) 

180 

(57) 

1,420 

(3,950) 

285 

(1,479) 

(1&0) 

932 

10 

(4,382) 

(49) 

29,119 

69,511 

98,630 

Year 
Enc1cd 

Fehruaf"y 1~. 

2010 

22,483 

7,694 

221 

(1,657) 

2,199 

1,594 

J2 

1,696 

1,138 

(5,447) 

1,000 

(22,451) 

32,849 

1,176 

(1,890) 

(615) 

(6,251) 

(5,549) 

28,222 

(5,017) 

1,304 

511 

(7,498) 

348 

(14,657) 

(25,009) 

114 

(1,452) 

22 

84 

10 

(1,222) 

(1,984) 

69,504 

69,511 



C1.,h p;.11d dunng 1hc p!?THHi for 

lntc.rcsl. excluding b•tnl..:ha1ges 

rncome lax.c~ (net of refund:;) 

$ 

$ 

3,520 $ 

I ,499 

See accompanying notes to consolidated financial statements. 
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VOXX International Corporation and Subsidiaries 
Notes to Consolidated Financial Statements 

February 29, 2012 
(Amounts in thousands, except share and per share data) 

I) Descriplion of Business and Summ~rv ofSignificanl Accounting Policies 

a) Description o(Business 

Effeclive December I, 20 II, Audiovox Corporation changed its name to VOXX International Corporation ("Voxx," "We," "Our," "Us" or 
"the Company"). ·n,e Company believes that the name VOXX International would be a name that beuer represents the widely diversified 
interests of the Company, and the more than 30 global brands it has acquired and grown throughout the years, achieving a powerfi1l 
intemational vehicle for each ofthesc respective brands to emerge with its own identity. Voxx is a leading international distributor in the 
accessory, mobile and consumer electronics industries. We conduct our business through eighteen wholly-owned subsidiaries: American 
Radio Corp., Audiovox Electronics Corporation ("AEC"}, Audiovox Accessories Corp. ("AAC"), Audiovox Consumer Electronics, Inc. 
("ACE"}, Audiovox German Holdings GmbH ("Audiovox Germany"}, Audiovox Venezuela, C. A., Audiovox Canada Limited, Audiovox 
Hong Kong Ltd., Audiovox International Corp., Audiovox Mexico, S. de R.L. de C.V. ("Audiovox Mexico"), Technuity, Inc., Code 
Systems, Inc., Oehlbach Kabel GmbH ("Oehlbach"}, Schwaiger GmbH ("Schwaiger"), In vision Automotive Systems, Inc. ("Invision"), 
Klipsch Holding LLC ("Klipsch"), Omega Research and Development, LLC ("Omega") and Audiovox Websalcs LLC. We market our 
products under the Audiovox® brand name, other brand names and licensed brands, such as Acoustic Research®, Advent®, Ambico®, 
Car Link®, Chapman®, Code-Alarm®, Discwasher®, Energizer®, Energy®, Heco®, lncaar '",In vision®, Jamo®, Jensen®, 
Klipsch®, Mac Audio'", Magnat®, Mirage®, Movies2Go®, Oehlbach®, Omega®, Phase Linear®, Prestige®, Pursuit®, RCA®, RCA 
Accessories®, Recoton®, Road Gear®, Schwaigei®, Spikemaster® and Terk®, 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 and 
presently have one reportable segment (the "Electronics Group"), which is organized by product category. 

On March I 4, 2012, the Company acquired Car Communication Holding GmbH and its worldwide subsidiaries ("Hirschmann") through 
a stock purchase as outlined in the Subsequent Events footnote (Note 16}. 

b) Princioles of Consolidation Reclassifications and Accounting Principles 

The consolidated financial statements include the financial statements of VOXX International Corporation and its wholly-owned 
subsidiaries. All signific~nt intercompany balances and transactions have been eliminated in consolidation. 

Equity investments in which the Company exercises significant influence but does not control and is not the primary beneficiary are 
accounted for using the equity method. The Company's share of its equity method investees' earnings or losses are included in other 
income in the accompanying Co~olidated Statements of Operations. The Company eliminates its pro rata share of gross profit on sales to 
its equity method investees for inventory on hand at the in vestee at the end of the year. Investments in which the Company is not able to 
exercise significant influence over the investee are accounted for under the cost method. 

Certain amounts in prior years have been reclassified to conform to the current year presentation. 

The fmancial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in the United 
States of America. 

c) Use o(Estimates 

The preparation of these financial statements require the Company to make estimates and assumptions that affect reported amounts of 
assets, liabilities, revenue and expenses. Such estimates include the allowance for doubtful accounts, inventory valuation, recoverability of 
deferred tax assets, reserve for uncertain tax positions, valuation of long-lived assets, accrued sales incentives, warranty reserves, stock
based compensation, valuation and impairment assessment of investment securities, goodwill, trademarks and other intangible assets, and 
disclosure of contingent assets and liabilities at the date of the consolidated financial statements. Actual results could differ 
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from those c:;tlmates. 

d) Cash and Cash Rquivalenls 

Cash and cash equivalents consist or dcnund dcpt>SIIS with banks a~d htg,hly ltqutd money market funds with OrtL:inal maturities or three 
lllllnths or less when purchased Cash and cash equtv;dcnts amounted to $ 13,606 anu $98,630 at Febmary 29, 2012 a11d Fcbntary 28, 
201 l, respectively. Cash amounts held in foreign bank accounts amounted to $5,828 and $6,330 a l Februaty 29,2012 and 
February 28, 20 ll, respectively. The majmity of these amounts arc in excess of government insurance. The Company places its cash and 
cash equivalents in institutions and funds or high credit quality. We perform periodic evaluations of these institutions and funds. 

e) Fair Value Measurements and Derivatives_ 

The Company auopted authoritative guidance on "Fair Value Measurements", which among other things, requires enhanced disclosures 
about investments that arc measured and reported at fair value. This guidance establishes a hierarchal disclosure framework that prioritizes 
and ranks the level of market price obscrvability used in measuring investments at fair value~ Market price observability is impacted by a 
number of factors, including the type of investment and the characteristics specific to the investment. Investments with readily available 
active quoted prices or for which fair value can be measured from actively quoted prices generally will have a higher degree of market price 
observability and a lesser degree of judgment used in measuring fair value. 

Investments measured and reported at fair value are classified and disclosed in one of the following categories: 

Level l - Quoted market prices in active markets for identical assets or liabilities. 
Level 2 - Inputs other than Level I inputs that are either directly or indirectly observable. 
Level3- Unobservable inputs developed using the Company's estimates and assumptions, which reflect those that market participants 
would usc. 

The following table presents assets measured at fair value on a recurring basis at Febmary 29, 2012: 

Cash and cash equivalents: 

.,·<::ash and pion,ey.m.arket funds, 

Derivatives 

. be~j~~tcdforhe~~ing. 
Not ~esignated 

Total derivatives 

Long-term investment securities: 

. M~ketabl~ securltles at fair vaiue 

Trading securities 

Availahle-for-sale securities 

Total marketable securities at fair value 

Other investments at amortized cost (a) 

Total long-term investment securities 

s 

$ 

$ 

$ 

$ 

Fair Value Measurements at Reporting Date 
Using 

Levell I.evel2 Levell 

. . 
·t3,60!i ·.s : . d3,60(i.:, .. s .,,,, .. , ..... , .. $ 

(103) $. 

1,581 
':'"7·''.·t·,~~':> ,: ::;:f(@):J·· 

3,447 $ 

3 

3,450 

9,652 

3,447 

3· 

3,450 

3,450 13,102 $ ---'---

1,581 

i ,478 .;,$_,;,__,;,_ __ _ 

$ $ 
.. -

:··:··· 

$ $ 

The following table presents assets measured at fair value on a recuning basis at Febmary 28, 2011: 
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Cash and cash equtvalents· 

Cash and money market funds 

lJcrivalivcs 

Designated for hcd!\ing 

Not designated 

Total derivatives 

Long-tcm1 investment securities· 

Marketable securities at fair value 

Trading securities 

Available-for-sale securities 

Total marketable securities at fair value 

Other investments at amortized cost (a) 

Total long-term investment securities 

$ 

$ 

$ 

$ 

$ 

98,630 s 

238 $ 

85 

323 $ 

3,804 $ 

68 

3,872 

9,628 

13,500 $ 

Fair Value Measurements at Reporting Date 

Using 

Lcvrl I Level 2 Level 3 ------

98,630 $ s; 

$ 238 $ 

85 
$ 323 $ 

3,804 $ 

68 

3,872 

3,872 $ $ 

(a) Other investments at cost include the Company's held-to-maturity investment, carried at amortized cost The investment was removed from 
the Level 2 classification during the third quarter of Fiscal 2012. There were no events or changes in circumstances that occurred to indicate 
a significant adverse effect on the cost of these investments. 

The carrying amount of the Company's accounts receivable, short-term debt, accounts payable, accrued expenses, bank obligations and 
long-term debt approximates fair value because of(i) the short-term nature of the financial instrument; (ii) the interest rate on the financial 
instrument being reset every quarter to reflect current market rates; and (iii) the stated or implicit interest rate approximates the current 
market rates or are not materially different than market rates. 

Derivative Instruments 

The Company's derivative instruments include forward foreign currency contracts utilized to hedge a portion of its foreign currency 
inventory purchases as well as its general economic exposure to foreign currency fluctuations created in the' normal course of business. The 
derivatives qualifying.for hedge accounting are designated as cash flow hedges and valued using observable forward rates for the same or 
similar instruments (Level 2). Forward foreign currency contracts not designated under hedged transactions are valued at spot rates for the 
same or similar instruments (Level 2). The duration of open forward foreign currency contracts range from l - 6 months and are classifted 
in the balance sheet according to their terms. 

It is the Company's policy to et!ter into derivative instrument contracts with tenus that coincide with U1e underlying exposure being hedged. 
As such, the Company's derivative instruments are expected to be highly effective. Hedge ineffectiveness, if any, is recognized as incurred 
through other income (expense) in the Company's Consolidated Statement of Operations and amounts to $8 and $0 for the years ended 
February 29, 2012 and February 28, 2011, respectively. 

Financial Statement C/ass!fication 

The Company holds derivative instruments that are designated as hedging instruments as well as certain instruments not so designated. 
The following table discloses the fair value as of February 29, 2012 and February 28, 20 ll for both types of derivative instruments: 
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Derivative Assets a1111 Liabilities 

Fair Value ------------- ----··-----· ---~-----

---------··-----Account February 29 _ ._2_0_1_2 ___ f_'c_l_ll_·u_a_r-'-y_2_8_,_2_0_1_1_ 

Destgnatcd derivative inslruiitcnts 

Foreign currency contracrs 

Derivatives not designated 

Foreign currency contracts 

Total derivatives 

Prcp;lld expenses and other currenr 
assets 

Accrued cxpl:':nse:; 

Prepaid expenses and orher current 
assets 

$ 

$ 

$ 238 

(103) 

1,581 85 

1,478 $ 323 

As of February 29, 2012, the Company held forcien currency contracts with a notional value of $63,750, which were derivatives not 
designated in hedged transactions. Titese contracts were closed during the Company's first fiscal quarter of20 13 with final settlement of the 
remaining contracts to be completed in March 2012. During the twelve months ended February 29,2012, the Company recorded gains on 
the change in fair value of these derivatives of $1,581 recorded in other income and expense on the Company's Consolidated Statement of 
Operations. 

Cash flow hedges 

In February 2012, the Company entered into forward foreign currency contracts, which have a current outstanding notional value of 
$11,875 and are designated as cash flow hedges. For cash flow hedges, the effective portion of the gain or loss is reported as a component 
of other comprehensive income (loss) and reclassified into earnings in the same period or periods during which the hedged transaction 
affects earnings. 

Activity related to cash flow hedges recorded during the twelve months ended February 29,2012 and February28, 2011 was as foliows: 

.February 29, 2012 February 28, 2011 

Gain (Loss) Gain (Loss) Gain (Loss) Gain (Loss) 
Recognized in Gain (Loss) for Recognized in Gain (Loss) for 

Other Reclassified Ineffectiveness Other Reclassified Ineffectiveness 
Comprehensive into Cost of in Other Comprehensive Into Cost of in Other 

Income Sales Income Income Sales Income 

Cash flow hedges 
· .··. i':'~~~iil{~~~r!n~¥ ~~~~cis $ · .. (123) $ 52 $ 8 $ 238 $ . ~---~. 

The net loss recognized in other comprehensive incorne for foreign currency contracts is expected to be recognized in cost of sales within the 
next nine months. No amounts were excluded from the assessment of hedge effectiveness during the respective periods. As of February 29, 
2012, no contracts originally designated for hedged accounting were de-designated or terminated. 

f) Investment Securities 

In accordance with the Company's investment policy, all long and short-term investment securities are invested in "investment grade" rated 
securities. As of February 29,2012 and February 2R, 2011, the Company had the following investments: 
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February 29, 2012 February 28, 2011 

Unreali,cll llnreali7<"1 
Cust IH11fiing Fair Cost holding Fair 
Basis gain/(lnss) Value Basis gainl(loss) Value 

Long-Term Investments 

Marketable Securities 

Trading 

Deferred Compensation $ 3,447 $ $ 3,447 $ 3,804 $ $ 3,804 
Available-for-sale 

Cell star 6 6 
Bliss-tel 1,225 (I, 163) 62 

Held-to-maturity Investment 7,545 7,545 7,502 7,502 

Total Marketable Securities 10,992 10,995 12,531 (1,157) 11,374 
. Othe~Long-Terrn Investment 2,107 2,107 2,126 2,126 

Total Long-Term Investments $ 13,099 $ 3 $ 13,102 $ 14,657 $ (1,157) $ 13,500 

Long-Terrn Investments 

Tradi11g Securities 

The Company's trading securities consist of mutual funds, which arc held in connection with the Company's deferred compensation plan 
(see Note 10). Unrealized holding gains and losses on trading securities offset those associated with the corresponding deferred 
compensation liability. 

Available-For-Sale Securities 

The Company's available-for-sale marketable securities include a less than 20% equity ownership in CLST Holdings, Inc. ("Cellstar'') and 
Bliss-tel Public Company Limited ("Bliss-tel''). 

Unrealized holding gains and losses, net of the related tax effect (if applicable), on available-for-sale securities are reported as a component 
of accumulated other comprehensive income (loss) until realized. Realized gains and losses from the sale of available-for-sale securities are 
determined on a specific identification basis. 

On December 13, 2004, one of the Company's former equity investments, I3liss-tel, issued 575,000,000 shares on the SET (Security 
Exchange of Thailand) for an offering price of2.48 baht per share. Prior to the issuance of these shares, the Company was a 20% 
shareholder in Bliss-tel and, subsequent to the offering, the Company owned 75,000,000 shares (or approximately 13%) of Bliss-tel's 
outstanding stock. In addition, on July 21, 2005, the Company received 22,500,000 warrants ("the warrants") which may be excrcise!l 
beginning on September 29, 2006, and expire on July 17, 2012. Each warrant is exercisable into one share of Bliss-tel common stock at an 
exercise price of 8 baht per share. 

During the year ended February 29,2008, the Company sold 32,898,500 shares of Bliss-tel stock resulting in a gain of$1,533. During 
Fiscal 20 I 0, Bliss-tel concluded a 4: I reverse stock split. Accordingly, all share data has been retroactively restated. A~ of February 29, 
2012 and February 28,2011, the Company owns 36,250,000 shares and 22,500,000 warrants in Bliss-tel with an aggregate fair value of 
$0 and $62, respectively. 

A decline in the market value of any available-for-sale security below cost that is deemed other-than-temporary results in a reduction in 
carrying amount to fair value. The impairment is charged to earnings and a new cost basis for the security is established. The Company 
considers numerous factors, on a case-by-case basis, in evaluating whether the decline in market value of an available-for-sale security 
below cost is other-than-temporary. Such factors include, but arc not limited to, (i) the length of time and the extent to which the market 
value has been less than cost; (ii) the financial condition and the near-term prospects of the issuer of the 
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investment; and (i1i) whctl~t;r the Company's intent to retain the invt~stmcnr for lhc pcnod of t1mc IS sufficient to allow for any anticipated 

recovery in market value. In fiscal 2010, the Company determined th~l it' tnvcstmcnt in Bliss-tel was other than temporarily impaired 
based on its market price (which had been below our cost in excess of twelve months), Rliss-tel's recent losses, its deteriorating financial 
position, ilnd conditions in the local and global economy, as well as the polttical enviwnmcnt in Thailand. This impairment of$1,000 
rcliltcd to the approximate value of the warrants, whtch the Companv detcrnllncd 11 would not exercise. During fiscal 20 I l, the Company 
continued to monitor the business plans and per fonnancc of l>ltss-tcl. Managcn>ent noted that, during the year, Bliss-tel successfully 
restructured its debt position on fi1vorablc terms to the company, they further reduced overhead and disconrinued non-pro[rtable locations; 
they weathered the political unrest in the local metropolitan envtronments; they raised additional capital; and finally, they retained the 
services of a financial consultant to develop a new business strategy. Notwithstanding these positive factors, there arc ce11ain negative 
factors, exdu,ive of those associated with macroeconomics, whrch impacted management's consideration of the value of this investment. 
Specifically, the company continued to incur significant losses from operations, which raised substantial doubt about the company's 
ability to continue for a period of time in which management could anticipate a full recovery. Therefore, management determined that an 
additional portion of its investment was other-than-temporarily impaired_ A loss of$] ,GOO was recorded on the income statement through 
other income and expense during the year ended February 28, 20 fl. During fiscal 2012, 131iss-tel stopped trading on the Thai Stock 
Exchange in May 2011. In discussions with Bliss-tel management, they were in the process of changing accountants and as a result, had 
not filed with the exchange on time. A new auditor was engaged during the Company's third fiscal quarter and had been approved by Bliss
tel's board, however, as of February 29, 2012, the company's stock was still suspended from trading and the company was still in arrears 
on all of its financial statement filings since those tiled for December 31, 2010. The Thai Stock Exchange has disclosed that Bliss-tel may 
be delisted for failure to file timely fmancial statements. In addition, the company approved an additional private issuance of shares to raise 
funds for the business during the first fiscal quarter and obtained an additional support loan from a managing director to temporarily fund 
its working capital needs during the second fiscal quarter. The Company has received no indication that Bliss-tel has ceased operations; 
however, after review of these circumstances; the dilution of the Company's position; the length of time required to recover this investment; 
and the continued suspension from trading, which has prevented the Company from obtaining a fair market value on its investment in 
Bliss-tel, management has estimated the value of this investment to be $0 and recorded total impairment charges of $1,225 for the fiscal 
year ended February 29,2012. · 

Held-to-Maturity Investment 

Long-term investments include an investment in U.S. dollar-denominated bonds issued by the Venezuelan government, which had been 

on these bonds would no longer float with current exchange rates, and was set at 2.6, the lower of the two-tier exchange rate. Management 
had reclassified the investment to available for sale as a result of the adoption of its strategy for this investment to liquidate the bonds as 
soon as market conditions warranted and satisfy its U.S. dollar obligations with the funds. In January, 2011, the Venezuelan government 
eliminated the two-tier exchange rate. As the Company is not dependent on the cash flow associated with the TICC's, management 
determined that the significant change in circumstances associated with the TfCC's would allow it to resume its original strategy to hold its 
investment until 2015 and realize the full maturity value. During the fourth quarter of Fiscal 20 ll, the Company reclassified the 
. Venezuelan TICC's as held-to-maturity and will continue to account for the investment unde~ the cost method. 

Other Long-Term Investments 

Other long-tenn investments include an investment in a non-controlled corporation of $2,107 and $2,126 at February 29, 2012 and 
February 28, 2011, respectively, accounted for by the cost method. The decrease in the investment balance from February 28, 20 II to 
Febnrary 29, 2012 is a result of currency translation. During Fiscal 20 ll, the Company invested an additional $257 in this investment as 
part of a capital infusion by four select investors. No additional investments were made in this investment in Fiscal 2012. As a result, as of 
February 29,2012 the Company continues to hold approximately 14% of the outstanding shares of this company. 

g) Revenue Recog11ition 
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The Company recognizes revenue from p10duct sales at the time of passage of title and risk of loss to the customer either at rOB shipping 
point or FOG destination, based upon terms established with the customer. The Company's selling ptice to its customers is a ftxed amount 
that is not subject to tefund or adjustment or contmgent upon addittonal rebates Any customer acceptance provisions. which are related to 
product testing, arc satisftcd prior to tcvenuc rccognnion. fherc arc no fuilher obhgat10ns on the part of the Company subsequent to revenue 
recognition except for product retums from the Company's customers. The Company docs accept product returns, if properly requested, 
authorized, and approved by the Company. The Company records an csllmate of product rerums by its customers and records the 
provision for the estimated amount of such future returns at point of sale, based on historical experience and any notification the Company 
receives of pending returns. 

The Company includes all costs incurred for shipping and handling as cost of sales and all amounts billed to customers as revenue. 
During February 29,2012, f-ebruary 28,2011, and Febmary 28,2010, freight costs expensed through cost of sales amounted to 
$18, 172, $13,399 and $12,65 7, respectively and freight billed to customers amounted to $1,181, $1, 161 and$ 98 5, respectively. 

h) Accounts Receivable 

The majority of the Company's accounts receivable are due from companies in the retail, mass merchant and OEM industries. Credit is 
extended based on an evaluation of a customer's financial condition. Accounts receivable are generally due within 30-60 days and are stated 
at amounts due from customers, net of an allowance for doubtful accounts. Accounts outstanding longer than the contracted payment tenns 
arc considered past due. 

Accounts receivable is comprised of the following: 

February 29, February 28, 
2012 2011 

T~~d~ a;d~;~ (e~~i~~~i~·~~d.:J.ih~;· $ 149,787 $ 115,112 

Less: 

. . )ji~~~~~~.iJi:~~~~J.fui. ~'~co~nis 5,737 6,179 

Allowance for cash discounts 1,465 885 
.. ;: .. ~. . ·.s ·. .J42,585 $ . 108,048 

·The Company performs ongoing credit evaluations of its customers and adjusts credit limits based upon payment history and the 
customers' current credit worthiness, as determined by a review of their current credit infonnation. The Company continuously monitors 
collections and payments from its customers and maintains 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, th~ Company cannot guarantee it will continue to experience the same credit loss rates that have 
been experienced in the past. Since the Company's accounts receivable are concentrated in a relatively few number of 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 the Company's accounts receivable and future operating results. 

i) lnvenlorv 

The Company values its inventory at the lower of the actual cost to purchase (primarily on a weighted moving-average basis with a portion 
valued at standard cost) and/or the current estimated market value of the inventory less expected costs to sell the inventory. The Company 
regularly reviews inventory quantities on-hand and records a provision for excess and obsolete inventory based primarily on selling prices, 
indications from customers based upon current price negotiations and purchase orders. The Company's 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. The Company recorded inventory write-downs of $2,942, $3,911 and $2,972 for the years ended February 29,2012, 
February 28, 2011 and February 28, 20 I 0, respectively. 
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Rnw matcn::ds 

VVork in pruces~ 

Finisued goods 

Inventory, net 

!nvc:ntoncs by major catcgOi)' arc as follllW~ 

February 29, February 28, 
2012 2011 

---------- -----------
$ 18,495 $ I 0,562 

1,888 1,653 

109,131 101,405 

$ 129,514 $ 113,62.0 

The Company's estimates of excess and obsolete inventory may prove to be inaccurate, in which case the Company may have understated 
or overstated the provision required for excess and obsolete inventory. Although the Company makes every effort to ensure the accuracy of 
its forecasts of future product demand, any significant unanticipated changes in demand, price or technological developments could have a 
significant impact on the value of the Company's inventory and reported operating results. 

j) Property. Plant and Equipment 

Property, plant and equipment arc stated at cost less accumulated depreciation. Property under a capital lease is stated at the present value of 
minimum lease payments. Major improvements are capitalized and minor replacements, maintenance and repairs are charged to expense as 
iw..:urrcci. Upon retirement or disposal of assets~ the cost and related accumulated depreciation are removed fron1 the consolidated balance 
sheets. 

A summary of property, plant and equipment, net, are as follows: 

Land 

Buildings 

Property Wld~r capital ,lease 

Furniture, fixtures and displays 

Machinery and equipment 

Construction-in-progress 

C~mputcrha~dwaie and sofivtarc . 

Automobiles 

Leasehold. ·ilflproveinents :•.; 

Less accumulated depreciation and amortization 

.· .. · .. · 

·-::.-·.-· 

February 29, 
2012 

February 28, 
2011 

$ . 1,6~3 
I C tl'\1 /-.A .... 
t.J:.I.Vl U;l~~ 

6,98 i · .. ~;9.81. 
4,237 3,782 
11,~31: ·: 9,o74. 

20 20 

29,941 ~- . 2~~9.11 
915 827 

?;453.. . '6~487 
-----~-

79,602 63,172 
47,&23 43,609 

$ 31,779 _$ ____ 19..;.,_56_3_ 

Depreciation is calculated on the straight-line method over the estimated useful lives of the assets as follows: 

Buildings 

Fumitur~, fixt~cs .~nd disp~ays . 

Machin~ry and equipment • 

Com(Jutcr hardware and softwnre 

Automobiles 

20-30 years 

5-10 years 

5-10 years 

3-5 years 

3 years 

Leasehold improvements arc amortized over the shorter of the lease term or estimated useful life of the asset. Assets acquired under capital 
leases are amortized over the term of the respective lease. Capitalized computer software costs obtained for internal usc arc amortized on a 
straight-line basis. 
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Depreciation and amortization of property, plant and equ1pment amounted to $6,111, $5,576 and $5,713 !"or the years ended 
f'cbruary 29,2012, February 28, 2011 and February 28.2010. respectively. Included 111 depreciation and amort1zation expense is 
amortization of computer sofl\Vare costs of $55 3, $5 62 and $1,015 for the years ended Febn.1ary 29, 2012, Fcbn.1ary 28, 20 II and 
Fcbru;uy 28,2010, respectively. Also included in dcp1ccia1ion expense is $251 ofdepJeCialioulcialcd to rnope1ty under a capital lease fo1 
each of the years ended Fcbnwry 79,2012, Fcbn.JaJy 2X, 2011 and February 2R, 2010 

k) Goodwill and Other Intangible Assets 

Goodwill and other intangible assets consist of the excess over the fair value of assets acquired (goodwill) and other intangible assets 
(patents, contracts, trademarks/trade names and customer relationships). Values assigned to the respective assets are detennincd in 
accordance with ASC 805 "Business Combinations" ("ASC 805") and ASC 350 "Intangibles- Goo\lwill and Other" ("ASC 350"). 

Goodwill is calculated as the excess of the cost of purchased businesses over the value of their w1derlying net assets. Generally, the primary 
valuation method used to determine the Fair Value ("FV") of acquired businesses is the Discounted Future Cash Flow Method ("DCF"). A 
five-year period is analyzed using a risk adjusted discount rate. 

The value of potential intangible assets separate from goodwill are evaluated and assigned to the respective categories. The largest categories 
from recently acquired businesses arc Trademarks and Customer Relationships. ·nlC FV's of trademarks acquired are determined using the 
Relief from Royalty Method based on projected sales of the trademarked products. The FV's of customer relationships are determined 
using the Multi-Period Excess Earnings Method which includes a DCF analysis, adjusted for a required return on tangible and intangible 
assets. The guidance in ASC 350, including management's business intent for its use; ongoing market demand for products relevant to the 
category and their ability to generate future cash flows; legal, regulatory or contractual provisions on its usc or subsequent renewal, as 
applicable; and the cost to maintain or renew the rights to the assets, are considered in detennining the useful life of all intangible assets. If 
the Company detennincs that there are no legal, regulatory, contractual, competitive, economic or other factors which limit the useful life of 
the asset, an indefmite life will be assigned and evaluated for impairment as indicated below. Goodwill and other intangible assets that have 
an indefinite useful life are not amortized. Intangible assets that have a definite useful life arc amortized over their estimated useful life. 

Goodwill and intangible assets with indefinite useful lives are required to be tested for impairment at least annually or more frequently if an 
event occurs or circumstances change that could more likely than not reduce the fair value of a reporting unit below its carrying amount. 
Intangible assets with estimable useful lives are required to be amortized over their respective estimated useful lives and reviewed for 

impairment. Our impairment reviews require the use of certain estimates. If a significant change in these estimates occurs, the Company 
could experience an impairment charge associated with these assets in future periods. 

Goodwill is tested using a two-step process. The ftrst step is to identify a potential impairment, and the second step measures the amoWJt of 
the impairment loss, if any. Goodwill is considered impaired if the carrying amount of the reporting unit's goodwill exceeds its estimated 
fair value. Based upon our most recent annual impainnent test completed in the fourth quarter ofFiscal20 12, the fair value of goodwill is 
in excess of the related carrying value. For intangible assets with an indefinite life, primarily trademarks, the Company compared the fair 
value of each intangible asset with its carrying amount and determined that there were no impainnents at February 29, 2012, February 28, 
2011 or February 28,2010. To compute the fair value, various considerations were evaluated including current sales associated with these 
brands, management's expectations for future sales, perfom1ance of the business group and proximity to acquisition date fair values. At 
the present time, management intends to continue the development, marketing and selling of products associated with its intangible asset~ 
and there are no known restrictions on the continuation of their usc. We utilized a Relief-from-Royalty Method considering current sales 
associated with these brands, management's expectations for future sales, performance of the business group and proximity to acquisition 
date fair values. Royalty rates of 1.5% to 8.5% were used for the relative trademarks and domain names after reviewing comparable market 
rates, the profitability of the products associated with relative intangible assets, and other qualitative factors. We determined that a discount 
rate of 
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13.3'% \vas approp11atc a~ 11 r~sult of a weighted average cost of capital analysis. 

fhc co" of. other intangible assets with rldinite lives arc amortized on a straight-line basis over their respective lives. Management has 
dctl!rm1ncd that the current l1vcr.; nfthcsc assets arc appropriate. The expected future cash Oows related to intangibk assets w11h dcfi111tc lives 

exceeded their coll)'ing val11cs and as such, were not impaired at Fcbn1ary 29, 2012. February 28, 20 II or Fcb111ary 2g_ 20 I 0 

The change in the carrying amount of goodwill is as follows: 

Net beginning balance 

lnvisinn purchase price allocation 

Klipsch purchase price allocation 

Net ending balance 

Other Intangible Assets 

Trademarks/Tradenam(!s!Lic~nscs (]Ot subject t~, aiJ1ot~i.zatlon, •. 

Customer relationships subject to amortization (5-20 years) 

Trademarksffradenames subject to ~m~rtizati~ll (J;ii'Y.~~)' ; ·· :_- ' 
ruLCfii.S ::.ubjt!\,;( (U HfilOrti7..aiion (5 .. ii.i yearsj 

License subject to amortiz;;tion (:i year~) . 

Contract subject to amortization (5 years) .. 

Total 

.·.·.:.·· 

Tradcmarksffradcnamcs/Licenscs not subject to amorti;r.ation 

Customer relationships subject to amortization (5-20 years) 

Tmdemarksfl'radenames subject to amortizatim; (3- t2yc~·ts) . 

Patents subject to amortization (5-10 years) 

License subject to amortization (5 years) 

Contract subject to amortization (5 years) 

Total 

·.--:· 

.• · $ ' 

... --~. . . ~-: 

$ 

$ 

$ 

February 29, 
2012 

$ 7,373 

$ 79,993 

$ 87,366 

February 29, 2012 

Gross 
Carrying Accumulated 

Value Amortization 

. 129,7~5 $ 

50,113 7,432 
1,237 722 
2,g42 i?005 
i,4oo I;2l3 

1,556 1,292 

187,013 $ . 11,664 

February 2.8, 2011 

Gross 
Carrying 

Value 

82,5p9. $ 

!8,439 
1,237 

1,696 

11400 

I ,556 

Accumulated 
Amortization 

4,142 
63'4" 
797 
933 

1,202 

7,708 106,897 $ 
~---...:....-

February 28, 
201l 

$ 7,389 
(16) 

$ 

$ 7,373 

Total Net 
Book 
Value 

$ . 129,765 
42,681 

515 

1 __ ,?37 
187 
264 

$ 175,349 

Total Net 
Huuk 
Value 

$ 82,569 
14,297 

603 

899 
467 

354 

$ 99,189 

During the year ended Fcbmary 29, 2012, the Compuny recorded $1,247 of patents subject to amortization, $33,000 of amortizing 
intangibles and $46,816 of indefinite lived intangible assets, plus increases of $1,500 in both definite and indefinite life intangibles in 
connection with the final purchase price allocation for its Klipsch acquisition. The weighted-average remaining amortization period for 
amortizing intangibles as of February 29,2012 is approximately 13 years. The Company expenses the renewal costs of patents as incurred. 
The weighted-average period before the ncx.t renewal is approximately 10 years. 
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;\mrutizattoll cxp~mc for mtangible assets amounted to $3,992, $2,255 and $1,')46 for the year,; ended February 2<J, 2012, 
February ?8, 7011 and Fehnrary 2R, 2010, respectively. The estimated aggregate amonization cxp~ns~ for all omortrzablc unangrblcs for 

each of the SIJccecdrng years ending FebnJary 28. 7017 is as follows: 

I) Sales Incentives 

Fiscal Year 

2013 
2014 
2015 

2016 

2017 

Amounl 

4,013 

3,826 

3,818 

3,713 

3,699 

l11e Company offers sales incentives to its customers in the form of (I) co-operative advertising allowances; (2) market development 
funds; (3) volume incentive rebates and (4) other trade allowances. The Company accounts 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 the Company's 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") and claims are settled either by the customer claiming a deduction against an 
outstanding account receivable or by the customer requesting a cash payout. All costs associated with sales incentives are classified as a 
reduction of net sales. 1l1e following is a summary of the various sales incentive programs: 

Co-operative advertising allo~ances are offered to customers as reimbursement towards their costs for print or media advertising in which 
the Company's product is featured on its own or in conjunction with other companies' products. The amount offered is either a fixed 
amount or is based upon a fixed percentage of sales revenue or a fixed amount per unit sold to the customer during a specified time period. 

Market development funds are offered to customers in connection with new product launches or entrance into new markets. 1l1e amount 
offered for new product launches is based upon a fiXed amoWlt, or percentage of sales revenue to the customer or a fixed amoWlt per wiit 
sold to the customer during a specified time period. 

Volume incentive rebates offered to customers require minimum quantities of product to be purchased during a specified period of time. The 
amount offered is either based upon a fiXed percentage of sales revenue to the customer or a fixed amount per unit sold to the customer. The 
Company makes an estimate of the ultimate amount of the rebate their customers will earn based upon past history with the customers and 
other facts and circumstances. The Company has the ability to estimate these volume incentive rebates, as the period of time for a particular 
rebate to be claimed is relatively short. Any changes in the estimated amount of volume incentive rebates ace recognized irrunediatcly using a 
cumulative catch-up adjustment. The Company accrues the cost of co-operative advertising allowances, volume incentive rebates and 
market development nmds at the latter of when the customer purchases our products or when the sales incentive is offered to the customer. 

Other trade allowances are additional sales incentives that the Company provides to customers subsequent to the related revenue being 
recognized. The Company records the provision for these additional sales incentives at the later of when the sales incentive is offered or 
when the related revenue is recognized. Such additional sales incentives are based upon a fixed percentage of the selling price to the 
customer, a fu.ed amount per unit, or a lump-sum amount. 

The accrual balance for sales incentives at February 29, 2012 and February 28, 2011 was $18,154 and $11 ,9 81, respectively. 1be 
increase in the accrual balance is due to the acquisition of Klipsch. Although the Company makes its best estimate of its sales incentive 
liability, many factors, including significant unanticipated changes in the purchasing volume of its customers and the lack of claims made 
by customers could have a significant 
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Ope.ning balance 

Accruals 

::~l[MC! un the sales iiKCnttves !Jabdlty anJ reported operating results. 

For the years ended February 29,2012, Febnrary 28,2011 and Febnraty 28,2010, reversals of previously established sales rnccntivc 
liahrlrues amounted to $3,662, S I, 72.5 and $2,5 59, respectively. These reversals include unearned and unclarmcd saks incentives. 
Reversals of unearned saks incentives ar~ volum~ incentive rebates where the customer did not purcbnsc the required mm1mum quantttl..-::~ 

of i'"'ducr durmg rhc specilled time Volume incentive rebates arc revet sed into income 111 the period when the cust<Hncr drd not reach the 
requrrcd tllllllmtlln purchases of product d11ring the specified time. Unearned sales inecnttves lor the years ended February 29, 2012, 
February 28,2011 and February 2&, 2010 amounted to $2,200, $977 and $1,369, respectively. Unclaimed sales incentives me sales 
tncentives earned by the customer but the customer has not claimed payment from the Company within the claim period (period aftn 
program has ended). Unclaimed sales incentives for the years ended Febnrary 2'), 2012, Febnrary 28, 20 II and Fcbntat y 28, 20 I 0 
amounted to $1,462, $74X and $1,190, respectively. Increases in the reversals of previously established sales incentives during Fiscal 
2012 as compared to Fiscal 70 II and 20 I 0 were due to the acquisition of Klipsch. 

The Company reverses earned but unclaimed sales incentives based upon the expiration of the claim period ofeaeh program. Unclaimed 
sales incentives that have no specified claim period are reversed in the quarter following one year from the end of the program. The 
Company believes the reversal of earned but unclaimed sales incentives upon the expiration of the claim period is a systematic, rational, 
consistent and conservative method of reversing unclaimed sales incentives. 

A summary of the activity with respect to accrued sales incentives is provided below: 

Year 
Ended 

February 29, 
2012 

.. _;) . ' : .. :;:};tJ;~§.!. .$. 

Year 
Ended 

February 28, 
2011 

IO,_I?Q6 
28,004 

Year 
Ended 

February 28, 
2010 

$ 7,917 
29,629 

Liabili_ties ~cquired during acquisiikms 

Payments and credits 

43,671 
:•_,,._.;,::;:?;)~?.\:;: ~:. 

{40,9R~) 

~·.c :· · ... .. .17. 

""- QOd.\ I') A 'l01 \ 
,- .,~"''I , ...... 'J-"''~ .. J 

Reversals for unearned sales incentives 

Reversals for unclaimed sales incentives 

. .Endkg b~i~~~ . 

,.,· .. ·,;;· .. , •• , -;:~i(~·;:2rgy;0 .... · 
(1,462) 

... 
·•· . (97.7) 

(748) 

n;9&! $ 

The majority of the reversals of previously established sales incentive liabilities pertain to sales recorded in prior periods. 

m) Advertising 

(1,369) 
(1,190) 

10,606 

Excluding co-operative advertising, the Company expensed the cost of advertising, as incurred, of $7,786, $6,076 and $5,420 for the 
years ended Febnrary 29, 2012, February 28, 2011 and February 28,2010, respectively. 

n) Product Warranties and Product Repair Costs 

The Company generally warranties its products against certain manufacturing and other defects. The Company provides warranties for all 
of its products ranging from 90 days to the lifetime of the product. Warranty expenses are accrued at the time of sale based on the 
Company's estimated cost to repair expected product returns for warranty matters. This liability is based primarily on historical experiences 
of actual warranty claims as well as current information on repair costs. The warranty liability of $6,425 and $5,9 56 is recorded in 
accrued expenses in the accompanying consolidated balance sheets as of February 29,2012 and February n, 2011, respectively. In 
addition, the Company records a reserve for product repair costs which is based upon the quantities of defective inventory on hand and an 
estimate of the cost to repair such defective inventory, The reserve for product repair costs of $2,370 and $3,095 is recorded as a reduction 
to inventory in the accompanying consolidated balance 
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sl1c,ets ;c, of February 29, 2012 and Fcbru;uy 28, 20 II, respectively. Warranty claims and product rep<~ir costs expense for the years ended 
February 29, 2012, Fcbnrary 28, 2011 and february 28, 2010 were $11,839, $11,560 and $12.052, rc,pectivdy 

Changes in the Company's accn1ed product worrantics and product repair costs are as follows. 

Beginning balance 

Liabilities acquired during acquisitions 

Liabilities accmed for warranties issued during the year and repair cost 

Warranty claims paid during the year 

Ending balance 

o) Foreign Currency 

Year 
Ended 

February 29, 
2012 

$ 9,051 

1,480 

11,839 

(13,575) 

$ 8,795 

$ 

$ 

Year Year 
Ended Ended 

February 28, Fdnuary 28, 
2011 2010 

13,058 $ 14,410 

II 5 879 

11,560 12,052 

(15,682) ( 14,283) 

9,051 $ 13,058 

Assets and liabilities of those subsidiaries and former equity investees located outside the United States whose cash flows are primarily in 
local currencies have been translated at rates of exchange at the end of the period or historical exchange rates, as appropriate in accordance 
with i\SC 830, "Foreign Currency Matters" ("ASC 830''). Revenues and expenses have been translated at the weighted-average rates of 
exchange in effect during the period. Gains and losses resulting from translation are recorded in the cumulative foreign currency translation 
account in accumulated other comprehensive income (loss). For the years ended February 29, 2012, February 28, 20 II and February 28, 
2010, the Company recorded foreign currency transaction gains in the amount of $1,748, $2,241 and $1,362, respectively. 

The Company has certain operations in Venezuela. Venezuela has recently been operating in a difficult economic environment, which has 
been troubled with local political issues and various foreign currency and price controls. The country has experienced high rates of inflation 
over the last several years. The President of Venezuela has the authority to legislate certain areas by decree, which allows the government to 
nationalize certain industries or expropriate certain companies and property. These factors may have a negative impact on our business and 
our financial condition. In 2003, Venezuela created the Commission of Administration of Foreign Currency ("CADIVI") which establishes 
and administers currency controls and their associated rules and regulations. These controls include creating a fixed exchange rate between 
the Bolivar and the U.S. Dollar, and the ability to restrict the exchange of Bolivar Fuertes for U.S. Dollars and vice versa. 

Effective January I, 2010, according to the guidelines in ASC 830, Venezuela had been designated as a hyper-inflationary economy. A 
hyper-inflationary economy designation occurs when a country has experienced cumulative inflation o{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 l, 2010 and continues to account for 
its Venezuela operations under this method. 

The Company has certain U.S. dollar denominated assets and liabilities in its Venezuelan operations. Our TICC bond investment (Sec Note 
1(1)) and our U.S. dollar denominated intercompany debt have been subject to currency fluctuations associated with the devaluation of the 
Bolivar Fuerte and the temporary institution in2010 of a two-tier exchange rate by the Venezuelan government. The TICC bond is valued at 
the current Venezuela exchange rate of4.3 and classified as a held-to-maturity investment at amortized cost at February 29,2012. 

On June 9, 2010, the Venczuelatl government introduced a newly regulated foreign currency exchange system, Sistema de Transaccioncs 
con Titulos en Moncda Extranjera ("SITME"), which is controlled by the Central Bank of Venezuela ("BCV"). The SITME imposes 
volume restrictions on the conversion of Venezuelan Bolivar Fuertes to U.S. Dollars, currently limiting such activity to a maximum 
equivalent of $350 per month. As a result 
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uCtbis restriction, we have linuted new U.S dollar purchases to remam witlun the gtndclincs imposed by SITME. 

p) Income Taxc.i 

Income taxes ate accounted for under the Jssct ant.! ltability mcthot.!. Deferred tax assets and liabtlitic<., arc tccop,ni;.cd I<Jr the ltmtre t<>.x 
conscqucnct" «ttnbutahk ro dtffetcnccs bctw,,en the ftuanctal statement carrying amounts of existing assets and liabi!Jties and tbctr 
respective tax basts and operating loss and tax crcdtt canyforwards. Deferred tax assets and liabilities are mc:Jsured using enacted tax rates 
expected to apply to taxable income in the years in which those temporary differences arc expected to be recovered or settled {sec Note 7). 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. 

Uncerlrlin Tax Positions 

The Company adopted guidance included in ASC 740 "Income Taxes" ("ASC 740") as it relates to uncertain tax positions. The guidance 
addresses the determination of whether tax benefits claimed or expected to be claimed on a tax return should be recorded in the financial 
statements. Under ASC 740, 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 tcclmical merits of the position. The tax benefits 
recognized in the financial statements from such position should he measured based on the largest benefit that has a greater than fifty 
percent likelihood of being realized upon ultimate settlement. ASC 740 also provides guidance on dcrecognition, classification, utterest and 
penalties, accounting in interim periods and disclosure requirements. 

Tax interest and IJenalties 

The Company classitles interest and penalties associated with income taxes as a component of income tax expense (benefit) on the 
consolidated statement of operations. 

q) Income (Loss) Per Common Share 

Basic net income (luss) per t:ununun share is based upon the weighted-average number of common shares outstanding during the period. 
Diluted net income (loss) per common share reflects the potential dilution that would occur if securities or other contracts to issue common 

A reconciliation between the denominators of the basic and diluted net income (loss) per common share arc as follows: 

Weightedcave~dgc nu~bcr of conunon shares outstanding (basic) 

Effect of dilutive securities: 

Stock options, warrants and restricted stock 

Weighted-average number of common and potential common shares outstanding (diluted) 

Year 
Ended 

February 29, 
2012 

.. .· p;oso,osr 

·185;125 

23,265,206 

Year 
Ended 

February 28,2011 

. 22;938,754 

173,764 

23,112,518 

Year 
Ended 

February 28, 2010 

22,875,651 

44,014 

22,919,665 

Stock options and stock wan·ants totaling 361,464, 165,802 and 1,221,200 for the years ended February 29, 2012, February 28, 2011 
and February 28, 2010, respectively, were not included in the net income (loss) per common share calculation because the exercise price of 
these options and warrants were greater than the average market price of common stock during the period or these options and warrants 
were anti-dilutive due to losses during the respective periods. 
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r) Qi)cer Income (/~'xpense) 

Other me orne (expense) is colllpi!Scd nf the following· 

Year· 
Ended 

February 29, 2012 

Year 

Other-than-temporary impatm1ent of investment in Bliss-tel marketable securities 

Gain on derivative instruments not designated for hedge accounting 

$ ( l ,225) 

I ,58 I 
1,748 

Ended 

February 28, 2011 

$ (1,600) 

Year 
Ended 

February 28, 1010 

$ (1,000) 

828 

Foreign currency gain 2,241 

1,453 

530 

580 

1,362 

990 

537 

4,577 

Interest Income 

Rcnllll income 

Miscellaneous 

744 

531 

(6,766) 

Total other, net (3,387) $ $ 3,204 $. 7,294 .....;_ __ ___: __ 
Miscellaneous expense for the year ended February 29, 2012 includes charges related to a. legal settlement of approximately $3,600 and a 
contingent consideration adjustment of approximately $2,000. Foreign currency gain for the year ended February 28, 20 II includes a 
translation gain of approximately $1,400 related to the elimination of the 2.6 exchange rate in Venezuela. Miscellaneous income for the year 
ended February 28, 20 I 0 includes a gain on bargain purchase of approximately $5,400, net of deferred taxes, related to the Schwaiger 
acquisition (Note 2). 

s) Accounting (or the Impairment o(Long-Lived Assets and tor Long-Lived Assets to be Disposed of 

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 assets held for sale 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 exceed the fair value of the assets. 

t) Accounting (or Stock-Based Compensation 

The Company has a stock-based compensation plan under which employees and non-employee directors may be granted incentive stock 
options ("!SO's") and. non-qualified stock options ("NQSO's") to purchase shares of Class A common stock. Under the plan, the exercise 
price of the !SO's will not be less than the market value of the Company's Class A common stock or greaterthari 110% of the market value 
of the Company's Class A common stock on the date of grant. The exercise price of the NQSO's may not be less than 50% of the market 
value of the Company's Class A common stock on the date of grant. TI1e plan permits for options to be exercised at various intervals as 
detennined by the Board of Directors. However, the maximum expiration period is ten years from date of grant. The vesting requirements 
are determined by the Board of Directors at the time of grant. Exercised options are issued from authorized Class A corrunon stock. As of 
February 29, 2012, approximately 31,000 shares were available for future grants under the tenns of these plans. 

Options are measured at the fair value of the award at the date of grant and are recognized as an expense over the requisite service period. 
Compensation expense related to stock-based awards with vesting terms are amortized using the straight-line attribution method. 

The Company granted 246,250 options during May of2011, which vested on February 29,2012, expire two years from date of vesting 
(February 28, 2014), have an exercise price equal to $7.75, $0.25 above the sales price of the Company's stock on the day prior to the date 
of grant, have a contractual tenn of 2. 75 years and a 
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Dividend yield 

Vol~~-lity 

grant date fair value of S3 OX per share determined based on a [llack-Scholes valuation model. (Refer to the table below for assumptions 
used to dclcnninc fa11 value.) 

In addition, the Company issued 22,500 wan ants during May of 20 II to purchase the Company's common stock with the same cerms as 
those of the options above as consideration for future legal and professional services These warrants arc rncludcd in the outstandrng 
op!ions and warrant table below and considered exercisable at. r:chruary 29. 2012 

The Company granted 861 ,250 options in September of 2009, one-half vested on November 30, 2009 and one-half vested on November 
30,2010, exptre three years from date of vesting (November 30,2012 and November 30, 2013, respectively), have an exercise price equal to· 
$6.37 (the sales price of the Company's stock on the day prior to the date of grant) have a contractual tem1 between 3.2 and 4.2 years, and 
a grant date fair value of $2.69 per share determined based upon a Black-Sholes valuation model (refer to the table below for assumptions 
used to determine fair value). 

In addition, the Company issued 17,500 warrants in September of 2009 to purchase the Company's common stock with the same tenus as 
those above as consideration for furure legal services. Accordingly, the Company recorded additional legal expense in the amount of 
approximately $25 and $22 for the years ended February 28,2011 and 2010, representing the fair value of the warrants issued. These 
warrants are included in the outstanding options and warrants table below and considered exercisable at February 29, 2012. 

The Company granted 20,000 options during July 2009, which vested one-half on August 3 I, 2009 and one half on November 30, 2009, 
expired two years from date of vesting (August 31, 20 II and November 30, 20 II, respectively), had an exercise price of $7.48 equal to the 
sales pric.:: of the Company's stock on the day prior to the date of the grant, had a contractual life of2.2 years and a grant date fair value of 
$2.94 per share. 

The per share weighted-average fair value of stock options granted during the years ended February 29, 2012 and February 28,2010 was 
$3,08 and $2.70, respectively on the date of grant. There were no stock options granted during the year ended February 28, 2011. 

The fair value of stock options and warrants on the date of grant, and the assumptions used to estimate the fair value of the stock options 
and warrants using the Black-Shales option valuation model granted during the year was as follows: 

Year 
Ended 

February 29, 
2012 

65.4% 

Year 
Ended 

February 28, 
2010 

Risk~rree jrit~r~st rat~·. 

Expected life (years) 

. ... 0.94%:. 

2.8 

0% 

55.9% - 69.0% 

l4!io/o "0.9.7% 
3.7 and 2.2 

The expected dividend yield is based on historical and projected dividend yields. The Company estimates expected volatility based 
primarily on historical price changes of the Company's stock equal to the expected life of the option. The Company uses monthly stock 
prices as the Company's stock experiences low-volume trading. We believe that daily fluctuations arc distortive to the volatility and as such 
will continue to usc monthly inputs in the future. The risk free interest rate is based on the U.S. Treasury yield in effect at the time of the 
grant. The. expected option term is the number of years the Company estimates the options will be outstanding prior to exercise based on 
employment termination behavior. 

The Company recognized stock-based compensation expense (before deferred income tax benefits) for awards granted under the Company's 
stock option plans in the following line items in the consolidated statement of operations: 
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Year 
Ended 

Year 
Ended 

February 29, 201 Z 
-·--~- - ~- ~-·--·-------··--

_!:~~~-':ar-y ZR..:'_~ 

Year 
Ended 

February 28, 2010 

s 17 

165 

Cost of sales 

Selling expense 

$ 23 

116 

681 

8 

$ 18 

General and administrati vc expenses 

Engineering and technical support 

Stock-based compcusation expeusc before income tax benefits $ 828 $ 

89 

1,172 

5 

951 

5 

1,284 $ 1,138 ----'----
Net income was impacted by $505 (after tax), $783 (alter tax) and $1,138 (after tax) in stock based compensation expense or $0.02, $0.03 
and $0.05 per diluted share for the years ended February 29,2012, February 28,2011 and February 28,2010, respectively. The 
Company recorded income tax benefits in Fiscal 2012 and Fiscal 2011, as the Company believes it is more likely than not that the tax 
benefit will be realized in future periods. No tax beneftt was recorded in Fiscal 2010 due to a valuation allowance recorded against the 
Company's deferred tax assets. 

Information regarding the Company's stock options and warrauts are summarized below: 

Outstanding and exercisable at February 28, 2009 

Granted 

Exercised 

Forf~ited/expired 

Outstarding and ~xercisable at February 28, 2010 

Granted 

Exercised .·,.;,. ..... .. 
Forfeited/expired 

Ou~~di~g ~d'~~~rcisable at February 28, 2011 

Granted 

~c:r£i~~-
For!eit~d/expired 

:Outstanding 'and exercisable at February 29, 2012 

' 

Number 
of Shares 

.1,456,834 

898,750 

(17,500) 

(1,022,500) 

(189,125) 

(240,209) 

. 886,250 

268,750 

(61,87~). 
(22,500) 

1,070,625 

$ 

$. 

Weighted
Average 
Exercise 

Price 

12.82 

6.40 

7.38 
14.91 

6.91 

4.93 

10.38 

6.40 

7.75 

6.37 

7.36 

6.72 

At February 29, 2012, the Company had no wtrecognized compensation costs as all options were fully vested. 

Summarized information about stock options outstanding as of February 29, 2012 is as follows: 

Exercise 
Price 

Range 

$ 6.37-7.75 

Number 
of Shares 

1,070,625 $ 

Outstanding and Exercisable 

Weighted
Average 
Exercise 

Price 
of Shares 

6.71 

Weighted
Average 

Life 
Remaining 

in Years 

1.44 

The aggregate pre-tax intrinsic value (the difference between the Company's average closing stock price for the last quarter of Fiscal 2012 
and the exercise price, multiplied by the number of in-the-money options) that would 
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have been received by the option holders h"d all option holders exercrsed !herr options on February 29, 2012 was $4,549. This amount 
changes based on the fair market value of the Company's stock. The total intrinsic values of options exercised for the years ended 
February 29,2012, February 28,2011 and FdmW)' 28,2010 were $387, S'14-1 and S45, rcspccJively 

In May of 20 II, the Company granted I 00,000 shares of restricted stock. A rcsrrictcd stock award is an award of common stock that is 
subJect to certam restrictions dunng a specified period. Restnctcd stock award, arc independent of option grants and arc subject to forkrturc 
if employment terminates prior to the release of rhc restrictions. Shares under the above grant will not be issued to the grantee bel(>rc they 
vest. The grantee cannot transfer the rights to receive shares before the restricted shares vest. The restricted stock awards vest one-thrrd on 
February 29,2012, one-third on February 28,2013 and one-thiJ<l oo February 28,2014. The Company expenses the cost of the restncted 
stock awards on a straight-line basis over the period during which the restrictions lapse. The fair market value of the restricted stock of 
$7.60 was detcm1ined based on the closing price of r!.c Compony's common stock on the grant date. 

The following table presents a summary of the Company's restricted stock activity for the year ended February 29, 2012: 

Number of shares (in 
thousands) 

Weighted Average Grant 
Date Fair Value 

Balance at February 28, 20 ll 

Granted 100,000 

(33,333) 

$ ' 
7.60 
7.60 Veoted 

Forfetted 

Balance at February 29,2012 · 66,667 $ 7.60 

During the year ended February 29, 2012, the Company recorded $254 in stock-based compensation related to restricted stock awards. As 
of February 29, 2012, there was $506 ofumecognized stock-based compensation expense related to unvested restricted stock awards. 
Titis expense is expected to be fully recognized by February 28, 2014. 

Accumulated other comprehensive losses: 
· Forc;i~ ex~~i:ej~X-. · · ·' _,. 
Unrealized losses on investments, net of tax 

Deri~ati;es de~ign_at~d:in.htr~glng rehltionsl;ip 

Total accumulated other comprehensive losses 

$ 

February 29, 
2012 

February 28, 
2011 

(4;o59) . . :$ .• ·. _:.(2;~p'6) 
(21) (1,181) 
i~ ~~ 

_$ __________ (~3,_97_3~) -$--------------~(~3,_84_9~) 

During the year ended February 29, 2012, $1,225 of unrealized losses on available-for-sale investment securities were transferred into 
earnings. The Fiscal 2012 charge was as a result of declines deemed other-than-temporary. The currency translation adjustments are not 
adjusted for income taxes as they relate to indefinite investmenl' in non-U.S. subsidiaties "nd equity investments. 

v) New Accounting Pronouncements 

In January 2010, the fASB issued authoritativ~ guidance under ASC 820 that improves disclusun:s around fair 
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value measuremeots. This pronouncement requires additional disclosures regarding transfers between Levels l, 2 and 3 of the fair value 
hierarchy of this pronouncement as well as a more detailed rcconciliatJon of recurring LevelJ measurements. Certain disclosure 
requirements of this pronouncement were dTccllvc and adopted by the Company on March l, 2010, and did not have a matcnal impact on 
the Company's flnarJCJarstatcrncnts. The rcmarnrng disclosure requirements oftlus p1onouncement were effective for the Company's first 
quarter in Fiscal20l2. The adoption of the rc111aining disclosure requirements did not have a matcnal impact on the Company's financial 
statements_ In May 2011, ASC 820 was further amended to cla1ify cer1ain disclosure requirements and improve consistency with 
international reporting standards. This amendment is to be applied prospectively and is effective for the Company's fust quarter in Fiscal 
2013. The Company does not expect its adoption to have a material effect 011 its f111ancial statements. 

In January 20!1, the FASB issued authoritative guidance included in ASC 805 "Business Combinations" which modifies certain pta
forma disclosures related to business combinations. The guidance was effective for the Company on March I, 2011, and did not have a 
material impact on the Company's financial starcments 

[n June 20 II, the FASB issued authoritative guidance included in ASC 220 "Comprehensive Income" related to the presentation of 
comprehensive income. Specifically, the new guidance allows an entity to present components of net income and other comprehensive 
income in one continuous statement, referred to as the statement of comprehensive income, or in two separate, but consecutive statements. 
The new guidance eliminates the current option to report other comprehensive income and its components in the statement of changes in 
equity. While the new guidance changes the presentation of comprehensive income, there are no changes to the components that are 
recognized in net income or other comprehensive income under current accounting guidance. The adoption of this disclosure-only guidance 
will not have an impact on the Company's consolidated financial results and is effective for the Company on March I, 2012. 

In September 2011, the FASB issued authoritative guidance in ASC 350 "Intangibles- Goodwill and other" intended to simplify goodwill 
impairment testing. Entities will be allowed to perform a qualitative assessment on goodwill impairment to determine whether it is more 
likely than not (deftned as having a likelihood of more than 50 percent) that the fair value of a reporting unit is less than its carrying 
amou!)t as a basis for determining whether it is necessary to perfonn the two-step goodwill impairment test. This guidance is effective tor 
goodwill impairment tests performed in interim and annual periods for fiscal years beginning after December 15, 2011, or the Company's 
first quarter of Fiscal20 13. The Company does not expect this guidance will have a material impact on its fmancia! statements. 

2) Business Acquisitions 

On March I, 2011, Sound tech LLC, a Delaware limited liability company and wholly-owned subsidiary ofVoxx, acquired all of the issued and 
outstanding shares ofKlipsch Group, Inc. and its worldwide subsidiaries ("Klipsch") for a total purchase price of $169.6 million, consisting of 
cash paid at closing of $167.4 million, including a working capital adjustment, and contingent consideration of $2.2 million as a result of a 
contractual arrangement with former shareholders, plus related transaction fees and expenses. Klipsch is a global provider of high-end speakers for 
audio, multi-media and home theater applications. The acquisition ofKiipsch adds world-class brand names to Voxx's offerings, increases its 
distribution network, both domestically and abroad, and provides the Company with entry into the high-end installation market at both the 
residential and commercia! level. In addition to the Klipsch® brand, the Klipsch portfolio includes Jamo®, Mirage®, and Energy®. 

In connection with the acquisition, the Company entered into a $175 million credit agreement with Wells Fargo Capital Finance, LLC to fund a 
portion of the acquisition and future working capital needs, as applicable. At closing, approximately $89 million was borrowed under the Credit 
Agreement to fund the balance of the purchase price. 

As the Klipsch acquisition occurred on March I, 2011, the consolidated financial statements presented for the full year ended February 29,2012 
inc Jude the operations of Klipsch. Net sales attributable to Klipsch in the Company's consolidated statement of operations for the year ended 
February 29,2012 were approximately $170 million. 

The following table summarizes the final allocation of the purchase price to the fair values of the assets acquired and 
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llnbtlirics Rssumcd Rt the date of the acfJUtsirron: 

Accounts rccetvablc 

luvenLOry 

Prepaid expenses and other cun enl assets 

Property, plant nnd equipment, net 

Goodwill 

Intangible assets 

Deferred tax assets 

Total assets acquired 

Accounts payable 

Accrued expenses and other liabilities 

Deferred tax liabilities 

Net assets acquired 

$ 

$ 

2X,614 

30,167 

846 

6,347 

79,993 

82,563 

3,086 

231,616 

15,796 

12,664 

33,557 

169,599 

During the measurement period, the Company recorded $30.5 million of net deferred tax liabilities related 10 the basis difference between the financial 
reporting value and the tax value, and the adjustments to !he intangible asset values in connection with our preliminary purchase price valuation. In 
addition, the original purchase price allocation was adjusted by $2.2 million during the quarter ended August 31, 2011 to account for contingent 
purchase price consideration. As a result of these changes, goodwill associated with this transaction was adjusted accordingly. 

The amounts assigned to goodwill and intangible assets for the acquisition are as follows: 

March l, 2011 

Trrid~~.a~·?_s {!!:~~~~:~~~;·:~~~~-;;) 
Customer relationships . 

Patents 

$ 79,993 

49)i6 
32,000 

1,247 

''162,556 

Amortization Period (Years) 

N/A 

15 

13 

Acquisition related costs of $374 and $98P, were expensed as incurred in the years ended February 29, 2012 and February 28, 2011, respectively 
and are included in general and administrative expenses in the accompanying consolidated statements of operations. Approximately $1,250 of costs 
were contingent upon the completion of the acquisition and were expensed on March L, 2011. 

On February I, 2010, the Company's subsidiary, In vision Automotive Systems, Inc., purchased the assets of In vision Industries, Inc., a 
manufacturer of rear seat entertainment systems for OEM's, ports and car dealers. As consideration for In vision, the Company agreed to pay the 
following: 

Purchase price (including cash payments at closing to principal and certain vendors) 

Estimated future consideration 

$ 15,307 

1,458 

$ 16,765 

The result~ of operations of this acquisition have been included in the consolidated financial statements from the date of acquisition. Net sales 
. altributable to Jnvision in the Company's consolidated statements of operations for the years ended February 29, 2012, February 28, 20 II, and 
February 28, 20 I 0 were approximately $58 million, $52 million and $4 million, 
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respectrvcly. The purpose of this acquisrlion was to t[u1her strengthen our OEM presence and add manufactwing capahilitrcs to our business model. 

The following sunuuarizcs the allocatinn of the JHllch"se price to the fair value of the assets acquired and ltahilitics assumed at the date of 
acquisition: 

Assets acquired: 

Accounts receivable, net 

Inventory 

Property, plant and equipment, net 

Other assets 

Trademarks and other intangible assets 

Goodwill 

Total assets acquired 

Liabilities assumed: 

Accounts payable, accrued expenses and other liabilities 

Future warranty 
Total liabilities assumed 

Net as~ets a~q~ired. 

$ 

$ 

$ 

.c.$ 

February I, 2010 

2,430 
3,045 

2,972 
199 

8,964 

7,373 

24,983 

7,224 

994 

8,218 
. .. 

·• 16,765 ... ·· 

The Company expensed acquisition costs of$219 in accordance with ASC 805 during the year ended February 28, 2010. The allocation of the 
purchase price to the assets and liabilities assumed was based on a valuation study performed by management and is final. 

Schwaiger 

On October I, 2009, Audiovox German· Holdings GmbH completed the acquisition of certain assets of Schwaiger, a German market leader in 
consumer electronics as well as SAT and receiver technologies. Asconsideration, the Company made a cash payment of $4,348, with all acquisition 
costs of $209 expensed as incurred in accordance with ASC 805 during the year ended February 28, 2010. 

The results of operations of this acquisition have been included in the consolidated fuaancial statements from the date of acquisition. The purpose of 
this acquisition was to expand our European operations and increase our presence in the European accessory market. 

The following summarizes the allocation of the final purchase price to the fair value of the assets acquired and liabilities assumed at the date of 
acquisition: 
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1\sse1s acquired: 

Inventory 

Prepaid assets 

Property, planr and cquipmclll, net 

Tr;~dcmarks and other 1ntangib!e assets 

Total as>cts acquired 

Liabilities assumed: 

Accrued expenses and other liabilities 

Net assets acquired 

Less: purchase pnce 

Gain on bargain purchase 

5,596 
X(, 

35! 

6,) 13 

!2,246 

102 

12,144 

4,348 

7,796 

The Company recorded the gain on bargain purchase of$5.4 million, net of deferred taxes through other income (expense) on the Consolidated 
Statement of Operations for the year ended February 28, 2010. 

Pro-fOrma Financinf In(ormarion 

The following unaudited pro-forma financial information for the years ended february 29, 2012, february 28, 2011 and February 28, 2010 
represents the combined results of the Company's operations as if Schwaiger and Jnvision were included for the full year of Fiscal2010 and as if the 
Klipsch acquisition had occurred at March I, 2010. The unaudited pro-forma financial information docs not necessarily reflect the results of 
operations that would have occurred had the Company constituted a single entity during such periods. 

Net Sales· 

Net income 

Net incor:ne per share-diluted . 

Year 
Ended 

February 29, 
20i2 

·:>:~> ' >7.0.?.;0,6.? ' .··~ ' ' 
27,273 
,--'iY1.7.·•· f 

Year 
Ended 

February 28, 
2011 

728,266 . $ 

32,430 
).40 $. 

Year 
Ended 

February 28, 
ZUlli 

. . . ' ,, ' 617;34.0 
27,966 

1.22. 

The above pro-forma results include certain adjustments for the periods presented to adjust the financial results and give consideration to the 
assumption that the results of Schwaiger and [nvision were included in the Company's consolidated results of operations for the full year of Fiscal 
2010 and that the acquisition ofK!ipsch occurred on the first day ofFiscal20ll. These adjustments include costs such as an estimate for 
amortization and depreciation associated with intangible and fixed assets acquired, additional financing costs as a result of the acquisitions, and the 
movement of expenses specific to the acquisitions from Fiscal2012 and Fiscal2011 to Fiscal201 I and Fiscal2010, respectively. These pro-fonna 
results of operations have been estimated for comparative purposes only and may not reflect the actual results of operations that would have been 
achieved had the transactions occurred on the dates presented or be indicative of results to be achieved in tbe future. 

3) Receivables from Vendors 

The Company has recorded receivables from vendors in the amount of $4,011 and $8,382 as of February 29, 2012 and February 28,2011, 
respectively. Receivables from vendors represent prepayments on product shipments and product reimbursements. 

4) Eqyjty Investment 

The Company has a 50% non-controlling ownership interest in ASA Electronics, LLC and Subsidiary ("ASA") which acts as a distributor to 
markets for specialized vehicles, such as RV's, van conversions and marine vehicles, of televisions 
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and other autornottvc sound, sccunty and accessory products. ASC 810 requires the Company to evaluate non-con:;oltdatcd enlttics pcriodrcally, and 
as crrcurnstances change, to detenmnc if an implied controlltng interest exrsts. Dunng Frscal 2012, the Company evaluated this equity investment 
and concluded that this is still a variable intetcst entity and the Company is not the pnmary bcnetictary. ASA 's fiscal year end r:; November 30. 

201 1. however, the proponionate results of ASA as of and through February 29, 2012 have been recorded m the consolidated financial statements. 

The Collow1ng lliCSC!lts IHJauditcd SIHlllllary fiila11cial i11forrnatron for ASA. Such sununary ftnancial inCom1ation has been provtded herem based 
upon the individual significance of this unconsolidated equity investment to the consolid"ted financial infl~rmatton of' the Compa11y 

February 29, February 28, 
2012 2011 

(unaudited) (unauditctl) 
Current assets $ 28,934 $ 24,521 
Non-currcnl assets 5,068 5,240 
Current liabilities 4,216 4,233 
McmLers' ~quity 29,786 25,528 

The equity balance carried on the Company's balance sheet amounts to $14,893 and $12,764 at February 29, 2012 and February 28, 2011, 
respectively. 

Year Year Year 
Ended Ended Ended 

February 29, February 28, February 28, 
2012 20ll 2010 

(unaudited) (unaudited) (unaudited) 

Net sales $ 73,392 $ 68,796 $ 51,3~1 

Gross profit 21,735 18,478 12,705 

Operating income 8,039 5,756 3,032 

Net income 8,071 5,810 3,314 

The Company's share of income from ASA for the years ended February 29, 2012, February 28,2011 and February 28,2010 was $4,035, 
$2,905 and $1,657, respectively. In addition, the Company received cash distributions from ASA totaling $1,906, $1,413 and $3,504 during 
the years ended February 29,2012, February 28,2011 and February 28,2010, respectively. 

Undistributed earnings from equity investments included in retained earnings amounted to $9,56 7 and$7 ,438 at February 29, 2012 and 
February 28, 2011, respectively. 

The following represents summary information of transactions between the Company and ASA: 

Net Sales 

Purchases 

Royalty expense 
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$ 

Year 
Ended 

February 29, 
2012 

(unaudited) 

633 $ 

Year Year 
Ended Ended 

February 28, February 28, 
2011 2010 

(unaudited) (unaudited) 

477 $ 804 
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Accounts rcct:Ivnbll' 

Royalty IMyahk 

Accn1ed cxpcn.:)cs and other current liahilltie:s consist of the following: 

Commissions 

Employee compensation 

Professional fees and accmcd settlements 
Future wan·anty 
Freight and duty 

Payroll and other taxes 

Royallies, advertising and other 

Total accmed expenses and other current liabilities 

6) Debt 

The Company has the following financing arrangements: 

...... . ....... • .. 
uome~t:c O:.!!!K oong;Ja~n!: l:!i 

~oreignbank obligation (b) 

Euro term loan agreement (c) 
o~hib~~h(dl - -- . ---
other (e) 

Total debt 

··:·;•. 

Less: current portion of long-term dc:bt 

Total long-term debt 

a) D'1mestic Bank Obligations 

: .. ~ 

$ 

Fclnuary 29, 
2012 

february 29, 
2012 

$ 737 
21,609 

4,970 
6,425 

2,297 

1,141 
15,500 

$ 52,679 

February 29, 
2012 

$ :;i,5iU 
1,8l8 

2,024 

3,100 

.'•r· 
)8,452 

3,592 

$ 34,860 

$ 

$ 

$ 

j; 

$ 

febru~ry 2S, 
2llll 

27 

fchnrHy 28, 
2011 

619 
9,948 

2,438 
5,956 

2,007 

829 
14,701 

36,500 

February 28, 
20ll 

1,902 

3,488 
86 

l,072 

6,~48 
4,471 

2,077 

As of February 29, 2012, we had a revolving credit facility (the "Credit Facility"). Fuods from the Credit Facility were used to complete the 
acquisition ofKiipsch in March 2011, as well as to fund the temporary short-tenn working capital needs of the Company. Tbe Credit 
Facility had an aggregated committed availability of up to $175 million, which could be increased at the option of the Company up to a 
maximum of$200 million. The Credit Facility included a $25 million sublimit for issuances ofletlers nf credit and a $20 million sublimit 
for Swing Loans. As ofFebtuary 29, 2012, the interest rate on the facility was 2.6%. 

111e Credit Agreement contained covenants that limited the ability of certain entities of the Company to, among other things: (i) incur 
additional indebtedness: (ii) incur liens; (iii) merge, consolidate or exit a suh~tantial portion of their business; (iv) trans!cr or dispose of 
assets; (v) change their names, 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 transactions with an Affiliate of certain entities of the Company; {xiii) 
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lhC proceeds f01 ce1tain ite111>, (xiv) issue or sell a11y of their stock; and/or (xv) consign or sell ;my of their •nventmy on u·n"i" Jcm" A< of 
Fdl!uaJ y 29, 2012. the Company was in compliance with all debt covena11ts. 

As a result of the addition of the Crcdtt Facility, the Company incurred debt financing cmts of approximately $3.3 million which arc 
recordeu as deferred financing costs that are included in other assets and amortizeu through interest a11d bank charges ovc1 a ftve year 
pcflod Du1ing the year ended February 29,2012, the Cornrany amonized $680 of these costs. 

On Ma1ch 14,2012, the Company has amended and restated its Credit Facility (the "Amended Facility") The 1\mendeu Facility provides 
for senior secured credit facilities in an aggregate principal amount of $205 million, consisting of a U.S. revolving crcdll facility of $80 
million; a $50 million multicurrency revolving facility, of which up to the equivalent of $50 million is available only to VOXX 
International (Germany) GmbH in euros; and a five year term loan facility in the aggregate principal amount of$75 million. TilC Amended 
Facility includes a $25 million sublimit for issuers ofletters of credit for domestic borrowings and a $10 1mlhon sublimit for Swing 
Loans. 

SGO million of the 11. S. revolving credit facility is available on a revolving basis for five years from the closing date. A11 additional $20 
million is available during the three month periods from September I, 2012 through November 30, 2012 and from September I, 2013 
through November 30, 2013. 

Generally, the Company may designate specific borrowings under the Amended Facility as either Alternate Base Rate Loans or LII30R Rate 
Loans, except that Swing Loans may only be designated as Alternate Base Rate Loans. VOXX International (Gennany) GmbH may only 
botTOW euros, and only as L!BOR rate loans. Loans designated as LIBOR Rate Loans shall bear interest at a rate equal to the then 
applicable LIB OR rate plus a range of 1.25-2.25% based on excess availability in the borrowing base. Loans designated as Alternate Base 
Rate loans shall bear interest at a rate equal to the base rate plus an applicable margin ranging from 0.25- 1.25% based on excess 
availability in the borrowing base. 

TI1e $75 million five year term loan facility is payable in twenty quarterly installments of principal conunencing May 31, 2012, each in 
the amount of$3,750. AII.other amounts outstanding under the Amended Facility will mature and become due on March 13, 2017. 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 Amended Facility may be irrevocably reduced at any time without premium or penalty. 

The Amended Facility requires compliance with the following financial covenants calculated as of the last day of each fiscal quarter: (a) 
Total Leverage Ratio (i) from the Closing Date through February 28,2013 of less than or equal to 3.25 to 1.00; (ii) from March l, 2013 
through February 28,2014 of less than or equal to 3.0 to 1.00; and (iii) from March I, 2014 to Maturity Date ofless than or equal to 2.75 
to 1.00, and (b) Consolidated EBIT to Consolidated Interest Expense Ratio of greater than or equal to 3.0 to 1.00. 

TI1e Amended. Facility contains covenants that limit the ability of certain entities of the Company to, among other things: (i) incur additional 
indebtedness; (ii) incur liens; (iii) merge, consolidate or exit a substantial portion of their respective businesses; (iv) make any material 
change in the nature of their business; (v) prepay or otherwise acquire indebtedness; (vi) cause any Change of Control; (vii) make any 
Restricted Payments; (viii) change their fiscal year or method of accounting; (ix) make advances, loans or investments; (x} enter into or 
pem1it any transaction with an Affiliate of certain entities of the Company; or (xi) use proceeds for certain items (including capital 
expenditures). 

The Amended Facility contains customary events of default, including, without limitation: failure to pay principal thereunder when due; 
failure to pay any interest or other amounts thereunder for a period of three (3) business days after becoming due; failure to comply with 
certain agreements or covenants contained in the Amended Facility; failure to satisfY certain judgments against a Loan Party or any of its 
Subsidiaries (otJ!er than Immaterial Subsidiaries); certain insolvency and bankruptcy events; and failure to pay when due certain other 
indebtedness in an amount in excess of$5 million. 

The Obligations under the Amended Facility are secured by a general lien on and security interest in the a.~sets of certain entities of the 
Company, including accounts receivable, equipment, substantially all of the real estate, 
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general intangibl~' and invemory provided that the assets of I li1schman Ca1 Communic;l110n Gmbll <HHI the f(>r,,..gn gua1 an tors will only 
s·~cure the F01eign Obligalion5. All Guarantors other than subsidiaries of Hirschnl<tllll Car Conununic.tllon CimoH hili'C jointly and 
severally guaranteed (or Will jointly and severally guarantee) the obligntJOns of any and all Credit Pany ObligatiOns, anJ each foreign 
(iuarantor wllljointly and severally guarantee the obligations ofHirsclunann Car Communications (imbl! unde1the Credit Agreement (t e., 
lhe for~ign ObhgatJOns) 

As a result of the an>endmcntto the Ctcdit Facility, the Compauy incurred additllmal debt financing costs of approxim:ucly $1 4 million, 
which will be amortt~ed, 1n addition to the remaining financing costs related to the original Credit Facility, ovc1 tile five year tern> of the 
Amended Facil1ty. 

On March 14, 2012, the Company borrowed approximately $148 million under this amended crcdtt facility as a rc;;ult of its stock 
purchase agreement related to l!irschmarm (see Subsequent Event in this Fom1 I OK). 

b) Foreign Bank Obhvarions 

Foreign bank obligations include a financing arrangement totaling 16,000 Euros consisting of a Euro accounts receivable factoring 
arrangement and a Euro Asset-Based Lending ("ABL") (up to 60% of eligible non-factored accounts receivable) credit facility for the 
Company's subsidiary, Audiovox Germany, which expires on November I, 2012, Selected accounts receivable are purchased from the 
Company on a non-recourse ba~is at 85% of face value and payment of the remaining 15% upon receipt from tbe customer of the balance 
of the receivable purchased. Tire activity unc;!er the factoring agreement is accounted for as a sale of accounts receivable. The rate of interest 
is the three month Euribor plus 1.9% (2.87% at February 29, 20 12), and the Company pays 0.22% of its gross sales as a fcc for the 
accounts receivable factofing arrangement. As of February 29, 2012, the amount of accounts receivable available for factoring exceeded the 
amounts outstanding under this obligation. 

The Company had a $2,000 credit line in Venezuela to fund the short-term working capital needs of the local operation. This line expired on 
June 30, 20 II. 

c) Euro Term l.c"m Agreement 

financial institution and was used to repay the Audiovox Germany intercompany debt to VOXX International Corporation. Payments under 
the tenn loan arc to be made in two semi-annual installments of 500 Euros beginning on September 30, 2008 and ending on March 30, 
2013, Interest accrues at a fixed rate of 4.82%. Any amount repaid cannot be reborrowed. The term loan is secured by a pledge of the stock 
of Audiovox Germany and the Magna! brand name, prohibits the distribution of dividends, and takes precedence to all other intercompany 
loans with VOXX International Corporation. 

d) Oehlbach 

In com1cction with the Oehlbach acquisition, the Company acquired short and iong tem1 debt payable to various third panics, which was 
repaid in March 20 II. 

e) Other Debt 

In connection with its In vision acquisition, the Company settled an assumed liability with a payment upon closing and an interest free note 
payable to the vendor. The balance at February 28, 2011 was $1,071 and was fully paid as of February 29, 2012. 

In connection with the Company's Klipsch acquisition, the Company assumed a note payable on a facility included in the acquired assets. 
The balance at February 29, 2012 is approximately $870 and will be fully paid by the end ofFisca12018. 

In January 2012, the Company's Schwaiger subsidiary purchased a building, entering into a mortgage note 
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2013 

2014 

2015 

2016 

2017 

payabk whose balance wa' S/,'1)0 at February 29,201/ The nHH1gagc note bears interest at 3.75'Yo ~nd will be fully patd hy Drcemhet 
2019 

The followtng is a matunty table for debt and bank obligations outstandtng at February 29, 2012· 

$ 

Amounts 
Committed 

Thereafter 

3,592 

1,102 

430 

31,950 

440 

938 

Total $ 38,452 

The: weighted-average interest rate on short-tenn debt was 4.64% and 3.81% for Fiscal 2012 and 2011 , respectively. Interest expense for the years 
ended February 29, 2012, February 28, 20 II and February 28, 2010 was $3,520, $2,138 and $1,310, respectively, of which $1,651 was related 
to the Credit Facility for the year ended February 29, 2012. 

7) Income Taxes 

The components of income before the provision for income taxes are as follows: 

Dorp~tic Openiti?ns ... 

Fo~eign Operatio~s 

The provision (benefit) for income taxes is comprised of the following: 
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Year 
Ended 

February 29, 
2012 

s: : : ·.: .2~,229 $. 

10,663 

.$ '38,892 $ 

Year Year 
Ended Ended 

February 28, February 28, 
20ll 2010 

6,276 $ 4,569 
6,220 6,586 

12,496 $ 11,155 



Year y(,lr Year-
Ended Ended Ended 

February 29, Fd1ruary 2!!, Fchruary ZH, 

2012 2011 2010 
---------·-

CutT('Jil jHOVtsiun (benefit) 

Federal .'5 5,296 $ 27}1, $ (II ,326) 

Stole 62') (15) (U49) 

Foreign 3,324 :1,120 (605) 

Total current provtsion (benefit) $ 9,249 $ 1,363 $ (13,280) 

Deferred provision (benefit) 

Federal $ 4,396 $ ( 12, I 03} $ 
11,374 

State (561) (I ,3 55) !57 
Foreign !59 (440) 421 

Total deferred (benefit) provision s 3,994 $ (13,898) $ I ,952 

Total provision (benefit) 

Federal $ 9,692 $ (11,825) $ (9' 952) 
State 68 (1,390) (1,192) 
Foreign 3,483 2,680 (184) 

Total provision (benefit) $ 13,243 $ (10,535) $ ( 11,328) 

The effective tax rate before income taxes varies from the current statutory U.S. federal income tax rate as follows: 

Year Year Year 
Ended Ended Ended 

February 29, February 28, February 28, 
2012 2011 2010 

r;\i'p~ovisiriil at Fede;al siatiltory rates 
1.- "- •.• . . . . . . ••• . • . ... -. ----· . ~ . . . . 

$ 13,612 _.35.()% $ .•. 4;3_73 35.0% $ 3,904 .JS.O% 
State income taxes, net of Federal benefit 1,145 2.9 167 1.3 208 1.9 

'chi;;g~ in .vai.J;d~~·~ti6~~ · 192. ·o.s .. :(16,254) .. ... (130ol) (9;902) ....... : (&s;s) 

Change in tax reserves (241) (0.~). 159 1.3 (4,623) (41.4) 

ps erfect~offo~~i~ ~peraiions . (135) (0.4) 92 o'.ii 668 6.0 
Gain on bargain purchase 

... (1,896~ (17.0) . .. 
ie'ii)\~'it~tit<iif(~~~ri~~~- and other 921 . 2.3 

.. 
928 1.4 313. 2.8 

Change in tax rate (885) (2.2) 
Research & development credits (1,366) {3.5) 

Effective tax rate $ 13,243 34.0% $ (10,535) (84.3)% $ (11,328) (10 1.5)% 

The U.S. effects of foreign operations include differences in the statutory tax rate of the foreign countries as compared to the statutory tax rate in the 
U.S. aod foreign operating losses for which no tax benefit has been provided. 

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting 
and tax purposes. Significant components of the Company's deferred tax assets and liabilities arc as follows: 
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DcfeJied tax assets. 

Accounts rt:"ceivab!t~ 

Inventory 

Property, plant ilnd equipment 

Intangible assets 

Accruals and reserves 

U orca lized gains and losses 

l'oreib'll and slate operating losses 

Tax credits 

Deferred tax assets before valuation allowance 

Less: valuation allowance 

Total deferred tax assets 

Deferred tax liabilities: 

Intangible assets 

Pr~paid expenses 

Deferred financing fees 

Unremitted foreign earnings 

Total deferred tax liabilities 

Net deferred tax (liability) asset 

$ 

$ 

Februar-y 29, 
2012 

480 

3,028 

170 

6,599 

I ,894 

3,180 

5,244 

20,595 

(9,015) 

11,560 

(39,546) 

{1,802) 

(1,002) 

(42,350) 

(30,790) 

$ 

$ 

Fcbruar y 28, 
2011 

905 

2,373 

l '13 3 
3,734 

5,258 

2,860 

3,392 

3,376 

23,031 

(7,044) 

15,987 

{10,732) 

{l ,213) 

(348) 

(12,293) 

3,694 

In assessing the realizability of deferred tax assets, Management considers whether it is more-likely-than-not that some portion or all ofthe deferred 
tax assets will be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income in those periods in 
which temporary differences become deductible and/or net operating loss carryforwards can be utilized. We consider the level of historical taxable 
income, scheduled reversal of temporary differences, tax planning strategies and projected future taxable income in determining whether a valuation 
allowance is warranted. 

The Company maintains a valuation allowance against deferred tax assets in certain foreign jurisdictions and with respect to its foreign tax credits 
and various investments which are more likely than not to generate capital losses in the future. 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 Company recorded net deferred tax; liabilities of $30.4 million in connection with the Klipsch acquisition. 

As of February 29, 2012, the Company has approx;imately $5.3 million of foreign tax credits that expire in 2012 through 2019 if not utilized. Such 
amounts have been fully reserved. In addition, the Company has various state net operating loss carryforwards that expire in varying amounts 
through fiscal year 203 0. 

The Company has not provided for U.S. federal and foreign withholding taxes on its foreign subsidiaries undistributed earnings in Germany and 
Venezuela as of February 29,2012, because such eamings are intended to be indefinitely reinvested overseas. The amount of unrecognized deferred 
tax liabilities for temporary differences related to investments in undistributed earnings is not practicable to determine at this time. 

A reconciliation of the beginning and ending amount of unrecognized tax benefits, excluding interest and penalties, is as follows: 
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Balance at Fcb1uary 28, 20 I 0 

Addilions ba.;;cd on tax pos1tions taken in the current and p110r ye<Jr~ 

Cl1angc in tax law 

Senlcmcnts 

Lapse in stalute of limitntions 

Balance at February 28, 2011 

Additions in connection with acquisitions 

Additions based on tax positions taken in the CIHTent and prior years 

Change in tax law 

Settlements 

Lapse in sliltutc of limitations 

Rcco~:nition of excess tax benefits 

Balance at February 29, 2012 

s 

$ 

$ 

2,625 

773 

(li3) 

3,335 

624 

1' 1'!2 

(JO) 

(471) 

(1,738) 

2,912 

Of the amounts reflected in the table above at February 29, 2012, the entire amount, if recognized, would reduce our effective tax rate. The 
Company records both accrued interest and penalties related to income tax matters in the provision for income taxes in the accompanying 
consolidated statement of operations. Included in the reconciliation of unrecognized tax benefits additions based on tax positions taken in prior years 
for Fiscal 2011 arc excess tax benefits for stock based compensation deductions which have not yet reduced the Company's current taxes payable 
as prescribed by .A_SC 718. rn addition, the Company believes that the U!1Certa.!n tEX posit!o~s 'NiU not materially change \Vithin the next tv:e!ve 
months. 

The Company, or one of its subsidiaries, files its tax returns in the U.S. and certain state and foreign income tax jurisdictions with varying statutes 
of limita!ions. The earliest years' tax returns filed by the Company that are still subject to examination by the tax authorities in the major 
jurisdictions are as follows: 

Jurisdiction 

!!-~-
Netherlands 

· · ·.·' ·.::{Jchriany. 

Canada 

8) Other Long-Term Liabilities 

Tax Year 

2008 

2008 
. 2008 .. , .... 

2009 

On August 29, 2003, the Company entered into a call/put option agreement with certain employees of Audiovox Germany, whereby these employees 
can acquire up to a maximum of 20% of the Company's stated share capital in Audio vox Germany at a call price equal to the same proportion of the 
actual price paid by tbc Company for Audiovox Germany. The put options become inunediately exercisable upon (i) the sale of Audiovox Gem1any or 
(ii) the te1mination of employment or death of the employee. The put price to be paid to tl1e employee upon exercise will be the then net asset value per 
share of Audiovox Germany. Accordingly, the Company recognizes compensation expense based on 20% of the increase in Audiovox Germany's net 
assets, subject to certain adjustments as detlned in the agreement, representing the incremental change of the put price over the call option price. The 
balance of the call/put option included in other long-term liabilities on the Consolidated Statements of Operations at February 29,2012 and 
February 28, 2011 was $3,898 and $3,818, respectively. Compensation (benefit) expense for these options amounted to $127, $727 and $1 ,679 
for the years ended February 29, 20 12, February 28, 20 II and February 28, 20 I 0, respectively. 

Also included in other long-tel1U liabilities are the non-current portions of contingent considemtions related to certain acquisitions ofth<: Company. 

9) Capital Stmcture 
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The Company's capital structure is as follows: 

Sharfs Authonad 

l,ar Fci.Jru:try 29, February 2H, 
.St'curity Value 2012 20!1 

.Sharr.s Outstanding 

F'ehru<lry 29, 
2012 

FebrtJary 2R, 
20 II 

Voting 

Rights per 

ShlHC 

Liquidation 

Ri!,!hB 

Preferred Stock $ 50.00 50,000 .10,000 $50 per share 

Series Preferred 
Stock $ 0.01 1,500,000 1,'>00,000 

Class A Common Ratably with Class 
B Stock $ 0.01 60,000,000 60,000,000 20,875,600 20,813,005 One 

Class B Common Ratably with Class 
A Stock $ 0.01 10,000,000 10,000,000 2,260,954 2,260,954 Ten 

Treasury Stock at 
cost at cost 1,817,112 1,817,832 

The holders of Class A and Class B common stock are entitled to receive cash or property dividends declared by the Board of Directors. The Board 
of Directors can declare cash dividends for Class A conunon stock in amounts equal to or greater than the cash dividends for Class 8 common 
stock. Dividends other than cash must be declared equally for both classes. Each share of Class B common stock may, at any time, be converted 
into one share of Class A conunon stock. 

Stock held in treasury by the Company is accounted for using the cost method which treats stock held in treasury as a reduction to total 
stockholders' equity. The cost basis for subsequent sales of treasury shares is determined using an average cost method. As of February 29, 2012, 
1,738,263 shares of the Company's Class A common stock are authorized to be repurchased in the open market. During the years ended 
February 29, 2012, February 28, 2011 and February 28,2010, the Company did not purchase any shares. 

10) Other Stock and Retirement Plans 

a) Restricted Stock l'/an 

The Company has restricted stock plans under which key employees and directors may be awarded restricted stock. Awards under the 
restricted stock plan may be performance-accelerated shares or performance-restricted shares. No performance accelerated shares or 
performance-restricted shares were granted or outstanding during the years ended February 28, 20 II and February 28, 20 to. (See Note 
l(t)). 

ru of February 29, 2012, approximately 31,000 shares of the Company's Class A common stock are reserved for issuance under the 
Company's Restricted and Stock Option Plan. 

b) Profit Sharing Plans 

The Company has established two non-contributory employee profit sharing plans for the benefit of its eligible ~mployees in the United 
States and Canada. The plans arc administered by trustees appointed by the Company. No contributions were made during the years ended 
February 29, 2012, February 28, 2011 aud February 28, 20 I 0. Conh~butions required by law to be made for eligible employees in Canada 
were not material for all periods presented. 

c) 401 (k) Plans 

(!) The VOXX lnternational40l(k) plan is [or all eligible domestic employees, with the exception ofKiipsch employees, who 
continued to participate in a separate 40 I (k) plan for the year ended February 29, 2012. The Company matches a portion of the 
participant's contributions after three months of service under a predetermined formula based on the participant's contribution 
level. As of February 1, 2008, the Company suspended all matching contributions to contain operating expenses until economic 
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conditions impwved Shares or the Company's Common Stock are not ai1 investment option in the Savings Plan and the 
Company due~, net usc such shares to match par1K:p«nl:;' \..:nntributJons. 

(2) Klipsch sponsors a 40 l(k) plan for the substdiary's eligible employees. /\II of K lipsch's full-time employees ure eligible to 
pat1icipatc. Klipsch contributes a matching amount to partictpants who arc at least 21 years of age and have attained six months 
of service as of entry dates of January I 01 July I Kltpsch matches 2 S% of the participants first 4% o( sala1y. During the year 
ended February 29, 2012, the Company contributcd, net of fo1 fc!lmcs, approximately $90 tu the 40l(k) Plan 

d) Cash Bonus Profit Sharinf' Plan 

During !'iscal 2009, the Board of Directors authorized a Cash Llonus Profit Sharing Plan that allows the Company to make protlt sharing 
contributions for the benefit of eligible employees, for any fiscal year based on a prc-detem1ined fomlllla on the Company's pre-tax profits. 
The size or the contribution is dcpcndeut upon the performance oft he Company. A participant's share of the contribution is dctennined 
pursuant to the participant's eligible wages for the fiscal y~ar as a percentage of total eligible wages for all participants. For the years ended 
february 28, 20 II and 20 I 0, this plan was temporarily suspended a11d the Company elected to pay back previous temporary salary 
reductions to all employees below the level of vice president for Fiscal2010, and all employees for Fiscal2011, in lieu of contributions to 
the Profit Sharing Plan. The plan has remained susp~ndcd for the year ended February 29, 2012 and will be reinstated only after all other 
suspended benefits of the Company have been restored. 

e) Deferred Compensation Plan 

Effective December 1, 1999, the Company adopted a Deferred Compensation Plan (the Plan) for Vice Presidents and above. The Plan is 
intended to provide certain executives with supplemental retirement benefits as well as to permit the deferral of more of their compensation 
than they are permitted to defer under the Profit Shat:ing and 40 I (k) Plan. 1l1e Plan provides for a matching contribution equal to 25% of 
the employee deferrals up to $20. As of February I, 2008, the Company has temporarily suspended all matching contributions to contain 
operating expenses until economic conditions improve. The Plan is not intended to be a qualified plan under the provisions of the Internal 
Revenue Code. All compensation deferred under the Plan is held by the Company in an investment trust which is considered an asset of the 
Company. The Company has the option of amending or tem1inating the Plan at any time. 

The investments, which amounted to $3,447 and $3,804 at February 29, 2012 and February 28, 20 II, respectively, have been classified 
::!: !~::o ~!!rm =~~.ket:!b!e ~e~:.:ritie5 :::ud urc iudwd~d :« i;;.-.. .-;~~.;:;u~ :;.;:;.;:;'-"--i~~,:;.; vu ttc ~c.;vu'iptW:;-ili,5. .:Vii.>v!idatud bul&w.:L .:;.b.u~t;j am.l a 
corresponding liability is recorded with $250 recorded in accrued expenses and the balance in deferred compensation which is classified as 
a long-term liability. Unrealized gains and losses on the marketable securities and corresponding deferred compensation liability net to zero 
in the accompanying consolidated statements of operations. 

II) Lease Obligations 

During 1998, the Company entered into a 30-year capital lease for a building with its principal stockJwldcr and current chairman, which was the 
headquarters of the discontinued Cellular operation. Payments on the capital lease were based upon the construction costs of the building and the 
then-current interest rates. The effective interest rate on the capital lease obligation is 8%. This lease was refinanced in December 2006 and expires on 
November 30, 2026. The Company currently subleases the building to Personal Communication Devices, LLC (Formerly UTStarcom) for monthly 
payments of $50 for a term of three years, terminating on October 31, 2012. We also lease another facility from our principal stockholder which 
expires on November 30, 20 16. 

The Company leases certain facilities from its principal stockholder. At February 29,2012, minimum annual rental payments on these related party 
leases, in addit~on to the capital lease payments, which arc included in the table below, are as follows: 
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2013 

2014 

2015 

2016 

2017 

s 

·n,ere3fter 

Total $ 

2,683 

2,719 

2,752 

2,789 

1,223 

6,468 

18,634 

2013 

2014 

2015 

2016 

2of7 

As a result of the acquisition of Klipsch, the Company assumed a lease for the facility housing the Klipsch headquarters in Indianapolis, IN. The 
lessor was Wood view, LLC ("Woodview"), of which certain partners are executives of Klipsch. Lease payments were based on current market rates, 
as determined by independent valuation, through the lease expiration on May 31, 2012. On April 20, 2012, the Company purchased this building 
from Woodview for $10.9 million. The Company paid $3.1 million cash at closing, plus $106 in closing costs, and assumed the mortgage held by 
Woodview in the amount of$7.8 million. The mortgage is due in May 201] and bears interest at 5.85% 

Total lease payments required under all related pmty leases for the five-year period ending_ February 28, 2017 arc $12,166. 

At February 29, 2012, the Company was obligated under non-cancellable capital and operating leases for equipment and warehouse facilities for 
minimum annual rental payments as follows: 

Capital Operating 
Lease Leases 

$ 574 $ 6,907 

574 5,520 

574 4,926 

574 4,235 
;:· 

.· .. 588 1,581 

Thereafter 6,466 1,816 

Total nliriiniwn lease payments 

Less: minimum sublease income 

Net 

Less: . amount representing interest 

Preseni value. of net minimum lease payments 

···•.•··.-:.·· 

·:.. ~ . ~· : : . 

Less_: curre~t. installments included in accrued expenses and other current liabilities 

' Lo11g~terrn capital obligation· 

9,3~~ /$ ·-:. 24,985 

550 

~.800 
3,453 

5,347 

151 

$ 5,196. 

Rental expense for the above-mentioned operating lease agreements and other leases on a month-to-month b:i$is approximated $4, 797·, $2,741 and 
$2,044 for the years ended February 29,2012, February 28, 2011 and February 28, 2010, respectively. 

12) Financiallnstruments 

a) Off..Bafance Sheet Risk 

Commercial letters of credit are issued by the Company during the ordinary course of business through major domestic banks as requested 
by certain suppliers. The Company also issues standby letters of credit principally to secure certain bank obligations and insurance 
policies. The Company had $273 and $1 open commercial letters of credit at February 29,2012 and February 28,2011, respectively. 
Standby letters of credit amounted to $817 and $2,817 at February 29, 2012 and February 28, 2011, respectively. The terms of these 
letters of credit are all less than one year. No material loss is anticipated due to nonperformance by the counter parties to these agreements. 
The fair value of the standby letters of credit is estimated to be the same as the contract values based on the short-term nature of the fee 
arrangements with the issuing banks. 
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/'.t February 29, 2012, the Company had uncondil;onal putchas~: obligotions for i11vcntm y COIIHnitlltmts of S i l 0,329. These obligattons 
ate not rccmded in the consoltdatcd futanctal statements u11til con11nitmcn" are fullilkd and such obligations arc subject to change based on 
negotiations with m<~nufacturcrs 

b) Conc~ntrations o(Credir Risk 

financial instmmcnts, wbich potentially subject the Company to concentrations of crcdtt ri'k. wnsist principally of trade receivables The 
Company's customers arc located principally in the United States, Canada, Europe and Asia Pacitic and consist of, among others, 
dtstributors, mass merchandisers, warehouse clubs and independent retailers. The Company generally grants credit based upon analyses 
of customers' financial condition and previously established buying and payment patterns. For certatn customers, the Company establishes 
collateral rights in accounts receivable and inventory and obtains personal guarantees from certain customers based upon management's 
credit evaluation. Certain customers in Europe and Latin America have credit insurance equaling their credit limit. 

At february 29, 2012 and February 28, 20 ll, one customer accounted for approximately 22.3% and 21.6% of accounts receivable, 
respectively. During the years ended february 29, 2012, February 28, 20 II and February 28, 2010 one customer accounted for 10.3%, 
13.5% and 28% of net sales, respectively. The Company's five largest customers represented 26% of net sales during the year ended 
February 29, 2012, 30% for the year ended February 28, 20 ll and 36% for the year ended Fcbntary 28, 2010. 

A portion of the Company's customer base may be susceptible to downturns in the retail economy, particularly in the consumer electronics 
industry. Additionally, customers specializing in certain automotive sound, security and accessory products may be impacted by 
fluctuations in. automotive sales. 

13) Financial and Product Information About Foreign and Domestic Operations 

Segment 

We have detennined that we operate in one reportable segment, the Electronics Group, based on review of ASC 280 "Segment Reporting" ("ASC 
280"). The characteristics of our operations that are relied on in making and reviewing business decisions include the similarities in our products, 
lhe commonality of our customers, suppliers and product developers across multiple brands, our unified marketing and distribution strategy, our 
~e.:!!:;!!iz~d !=.·:e::!~:j· ~=:!ge:::e~t :md !Qgi:;ti~s, ;;ud the u;~t.;r.:: vf ~v fWWicia.I i.ufVi"iiJ.ativh U~t.J try uw LAC\..ui~ vc vw~cr5. iv.i&iliii;CillCHt revicw·s the 
financial results of the Company based on the petfonnance of the Electronics Group. 

Locations 

Net sales by location were as follows: 

North America 

Latin America 

(iennany 

Other foreign co~rltties 

Total net sales 

$ 

$. 

Year 
F.oded 

February 29, 
2012 

585,293 
26,728 
90~042 

4,999 

707,062 

Net Sales 

Year 
Ended 

.... .., 

$ 561,672 

The basis of attributing net sales from external customers to individual countries is based on where the sale originates fTOm. 
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Year 
Ended 

February 28, 
2010 

$ 460,582 
23,232 

59,261 
7,620 

$ 550,695 



f ,OJlg-itvccJ ;:J'\SClS by location were <iS foliO\"/:-, 

Long-Lived Aswts 

As of As of 

February 29, February 18, 
1011 lOll 

North America $ 267,167 $ 107,657 

Latin America 7,405 423 

Asia 174 240 

Germany 19,748 17,805 

Total long-lived assets $ 294,494 $ 126,125 

Net sales by product categories for the years ended February 29,2012, Febn1ary 28,2011 and February 28,2010 were as follows: 

Electronics 

Accessories 

._.,;,::iJB~!~eisa\e.s.: ......•.. 

14) Contingencies 

$ 

$. 

Year 
Ended 

February 29, 
2012 

561,001 $ 

146,061 

707,062 $ 

Year Year 
Ended Ended 

February 28, February 28, 
2011 2010 

415,167 $ 375,021 
146,505 175,674 

561,672 $ 550,695 

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 Joss can be reasonably estimated, the estimated loss is accrued for. The Company believes its outstanding litigation matters disclosed 
below will not have a material adverse effect on the Company's financial statements, individually or in the aggregate; however, due to the uncertain 
outcome of these matters, the Company disclosed these specific matters below: 

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 its 
suppliers or distributors, of third party 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 the Company to 
either enter into royalty or license agreements which are not advantageous to the Company or pay material amounts of damages. 

The Company has been party to a breach of license agreement lawsuit brought against it by MPEG LA, LLC ("MPEG"). During the third quarter of 
Fiscal 2012, the Company's claim for summary judgment was denied and the case was tried in the New York Supreme Court, Suffolk County. In 
December 2011, the Company received advisory judgment in the case, concluding that the Company owes MPEG penalties related to license 
agreement obligations arising from the manufacture and sale of its products. The fmal judgment is pending and the advisory judgment is currently 
under appeal..The Company has recorded a charge of approximately $3.6 million and, based on the advisory jury's verdict, bas remitted payment of 
$2.6 million to MPEG in order to resolve this matter. The charge has been recorded in "Other (Expense) Income" in the Consolidated Statement of 
Operations. TI1e Company continues seeking indenmification from its suppliers for royalty payments that it maintains they were responsible to 
make and plans to vigorously pursue its option under its indemnification agreements. At this time, we cannot detem1ine the success of those efforts, 
nor quantify a range of amounts. Management will continue to evaluate the developments associated with final judgment and the negotiations with its 
suppliers. 
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VOXX International Corporation and Subsidiaries 
Notes to Comolidated Financial Statements, continued 

Fc1Jn1ary 29, 20i2 
(Dollars in thousands, except shan and per shat·c data) 

15) Unau<htcd (Ju,u1ctly Fitl'tncial I Jala_ 

Selected unaudited, quarterly financtal data of the Company for the years ended February 7.9, 2012 and February 28, 20 I I appear below· 

Quarters ~:ndcd 

Feb 29,2012 Nov 30, 2011 Aug31,2011 May31,2011 

2012 

Net sales $ 176,597 $ 206,803 $ 158,337 $ 165,325 

Gross profit 55,562 59,843 43,862 43,688 

Net income !0,866 8,858 3,439 2,487 

Net income per common share (basic) $ 0.47 $ 0.38 $ 0.15 $ 0.11 

Net income per common share (diluted) $ 0.46 $ 0.38 $ 0.15 $ 0.11 

Quarters Ended 

Feb. 28,2011 Nov. 30, 2010 Aug. 31, 2010 May 31,2010 

2011 

Net sales $ 138,895 $ 163,167 $ !29,297 $ 130,313 
'i ~fi.~09 3,4,59..7 '27,4?0 27,06,1 ,, .·.·:-:: :',' ·.·. " 

Gr'!~S. p_rofit ·., .. ; 

l7.40ll 1,859 1545 I 110 
~ ::: . - .. Net income 

·-:. . :~. .. 
" 

Net income per conunonshare (basic) $ 0.75 $ 0.17 $ O.o3 $ 0.05 
•' ;.,.:· .... ;.·.::. •.. ... ;.;. ····- " 

Net income per common share (diluted) $ 0.75 $ 0.17 $ 0.03 $ 0.05 

Earnings per share arc computed separately for each quarter. ·n1erefore, the sum of such quarterly per share amounts may differ from the total for the 
years. 

16) Subsequent Events (unaudited) 

1/irschmann 

On March 14,2012 (the "Closing Date"), VOXX International, through its wholly-owned subsidiary VOXX International (Germany) Gmbll ("Vox.x 
Germany"), completed its acquisition ofHirsclunann, a recognized tier-! supplier of communications and infotainment solutions primarily to the 
automotive industry, pursuant to the Sale and Purchase Agreement for €87,571 ($114,397 based upon the rate of exchange as of the close of 
business on the Closing Date) subject to an adjustment to working capital plus related transaction fees and expenses. 

On the Closing Date, the Company, certain of its directly and indirectly wholly-owned domestic subsidiaries, and Voxx Germany (collectively, the 
"Borrowers") entered into an Amended and Restated Credit Agreement (the "Amended Credit Agreement") with Wells Fargo Bank, National 
Association ("Wells Fargo"), as Agent, and the other lenders party thereto. The Company borrowed $148,000 under the Amended Credit Agreement 
on the Closing Date and used a portion of the proceeds from such borrowing to fund VOXX Germany's acquisition of Hirschmann. On the Closing 
Date, the Company also repaid and terminated its existing asset-based loan facility with Wells Fargo Capital Finance, LLC. 

As the Hirsclunann acquisition occurred on March 14,2012, the consolidated balance sheet, consolidated statement of operations, and consolidated 
statement of cash fl.ows presented within this annual report do not include the operations of Hirschmann, or the fair market value of assets and 
liabilities acquired. The opening balances and financial results of 
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llit sclunann will be consolidated with Voxx beginning with the Company's first quarter o[ Ftscal 20 13. Net sales for Hirschmann's year ended 
December 31, 20 I I were € 14 3, I 14 ($199, 14 5 based upon the weighted average exchange rate for the year ended December 31. 20 I I). Net tangtble 
assets acquired ate cstunatcd to he approximately $1 ~.000. 

The Company is currently ttl the process of petfonnrng a fo11nal valuatron of the assets and ltabilities acquired to detcnninc appropriate farr values. 
Management lws not provided all tuc tequrrcd disclosures related to this acquisitton as the preliminaty estimates and assumptions ate under 
development and the U.S Gi\AP reconciliation has not been completed 

Acquisition related costs of $1,131 were expensed as incurred in the year ended February 29, 2012 and arc included in general and administtative 
expenses in the accompanying consolidated statements of operations. 

Kfiosch Seu/ement 

During f'iscal 2012, Klipsch filed suit against twenty-three third parties for producing and reselling counterfeit Klipsch brand headphone products. 
KJipsch settled with one of the defendants i.n March 2012 for $800. This settlement payment was received in April2012. Default judgments are 
expected against the remaining twenty-two defendants during the ftrst quarter of f'iscal20 13 and an additional $50 of seized funds is expected to be 
ordered paid to Klipsch. No gain contingencies were recorded for this settlement as of Febmary 29, 2012. 
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SCHEDULE II 
AUDIOVOX CORI'OHATION AND SUBS[I)!ARIES 

Valuation and Qualifying Accounts 
Years ended Fe!Jrua1·y 29,2012, February 2S, 2011 and February 28, 2011J 

(In thousands) 

Column A Cohunn B Column C Column D 

Description 

Year ended February 28, 20!0 

Allowance for doubtful accounts 
Cash discount allowances 

Accrued sales incentives 

Reserve for warranties and product repair costs (h) 

Year ended February 28,2011 

Allowance for doubtful accounts 

Cash discount allowances 

Accrued sales incentives 

Reserve for wan·anties and p~oduct repair costs (b) 

Year ended February 29, 20 12 

Allowance lor doubtful accounts 

Cash discount allowances 

Accrued sales incentives 

Reserve for warranties and product repair costs (b) 

$ 

$ 

$ 

$ 

$ 

$ 

Ilalance at 
Hcginning 

of Year 

7,361 $ 

199 
7,917 
14,410 

29,887 $ 

5,742 $ 

785 
10,606 
13,05!! 

- 30;191 $ 

. '6.i79 $ 
885 

1.1 .• 9?l 
9,051 

28,096: $ 

Gross 
Amount Reversals of 

Charged to Previously 
Costs and Established 
Expenses Accruals Deductions (a) 

(192) $ $ 1,427 
4,680 4,094 

29,629 (2,559) 24,381 
12,052 13,404 

46,169 $ (2,559) $ ~1.306 

(1,021}- $ $ (1,458} 
6,210 6,110 

:28,004 -_ (1,725) 24,904 

I 1.561 15,568 

. 44,?54 .$ (1,725} -_ $ 45,124 

(1,721) $ $ (I ,279) 

31,167 30,587 
49,370 . p;850) 39,347 
11,839 12,095 

'90,655 $ (3,850) $ 80,750. 

Column E 

Balance 
at End 
of Year 

$ 5,742 
785 

10,606 
13,058 

$ 30,191 

$ 6,179 
885 

-11,981 

9,051 

$ 28,096 

$ ">;Tl? 

1,465 

18,!54 
8,795 

$ 34,151 

(a) For the allowance for doubtful accounts, cash discount allowances, and accmed sales incentives deductions represent currency effects, chargebacks and 
payments made or credits issued to customers. For the reserve for warranties and product repair costs, deductions represent currency effects and 
payments for labor and parts made to service centers and vendors for the repair of unit~ retumed under warrauty. 

(b) Column C includes $879 and $115 of liabilities acquired during our In vision acquisition for Fiscal 20 I 0 and Fiscal 20 I I, respectively, as well as 
$1,480 of liabilities acquired during our KJipsch acquisition for Fiscal 2012. 
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Exhibit 

Number 

2 l 

3.1 

3.2 

3.2a 

10.1 

10.2 

10.3 

21 

23 

31.1 

31.2 

32.1 

32.2 

99.1 

99.2 

Description 

Sale and Ptucha>c Agreement, dated Fcbntary "1, 2012, by and among VOXX lntemational (Ciem1any) Cimbl!. a liescllschatt mn 
besclu ankter Haftun!~ under the laws of the federal Republic of Gemlany ("Buyer"), voxx lrllemattonal Corporation, a DclaWiHC 
cotporation ("Parent"). Car Conununication Holdmg GmbH, a Gem1an limited liability company (the "Company"), and each 
shareholder (each a "Seller" and collectively "Sellers") of the Company. (2) 

Amended and Restated Cct1ificatc of Incorporation of the Company as ftled with the Delaware Secretary of State on Apnl 17, 2000 
( 1 ncorporatcd by reference to the Company's Annual Repot1 on fonn I 0-K for the yea• ended November 30, 2000) 

By-laws of the Company (incorporated by reference to the Company's Registration Statement on Fonn S-1; No. 33-10726, filed May 4, 
1987). 

Amendment to the Bylaws of the Company (incorporated by reference to the Company's Fonn 8-K filed via EDGAR on July 3, 2007). 

Amended and Restated Credit Agreement, dated March 14, 2012, among VOXX International Cmvoration, as Parent and certain of its 
directly and indirectly wholly-owned subsidiaries with, Wells Fargo Bank, National Association as Administrative Agent, fifth Third 
Bank and HSBC Bank USA N. A., as Co-Syndication Agents and Citibank, N. A. and RBS Citizens, N. A., as Co-Documentation 
Agents. (2) 

Security Agreement, dated as of March 14, 2012, by and among VOXX International Corporation and certain of its wholly owned 
subsidiaries as Obligors and Wells Fargo Bank, National Association as Administrative Agent. (2) 

Pledge Agreement, dated as of March 14,2012, by and among VOXX International Corporation and certain of its wholly owned 
subsidiaries as Pledgers and Wells Fargo Bank, National Association as Administrative Agent. (2} 

Subsidiaries of the Registrant (filed herewith). 

Consent of Grant Thornton LLP (filed herewith). 

Certification of Principal Executive Officer Pursuant to Rule 13a-14(a) and rule 15d-14(a) of the Securities Exchange Act of 1934 (filed 
herewith). 

Certification of Principal Financial Officer Pursuant to Rule l3a-l4(a) and rule l5d-l4(a) of the Securities Exchange Act of 1934 (filed 
herewith). 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbancs-Oxlcy Act of 2002 (fumished 
herewith}. 

Certification Pursuant to I B U .S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxlcy Act of 2002 (furnished 
herewith). 

Consolidated Financial Report of Audiovox Specialized Applications LLC (ASA) as of November 30, 20 II and 20 l 0 and for the Y cars 
Ended November 30,2011,2010 and 2009 (filed herewith). 

Consent ofMcGladrcy & Pullen, LLP (filed herewith). 
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J(JJ 
The following materials f10111 VOXX lnteiwllional Corporal ion's Annual Report on Foun 10-K fnr 1hc period ended h.:bJu<Hy 29, 2012. 
formatted m eXtensible Business J{cporting Languag~ (XBRL): (i) the Consolidated [!a lance Shec", (n), the Consolidated Stalcmcnts or 
Income, (i1i) the Consolidated Statemcnls of Cash Flows, and (tv) Notes to Consoll<latsd Financial Statements 

(d) All otiH'! ~~:huh !Irs arc nmlt1t~d bccau::;~ the require-d informatiOn is shown in the financial statements or nott.:s thereto or hccau')c they drc not npp!ic1hk· 
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lJNITED STATES S~;CURITIES AND EXCUM\CE CO,v!MISSION 
WashingtOtl, D.C. 20549 

FORM 10-1( 

Annual Report Pursuant to Section 13 or 15 (d) of the Securities Exchange Act of 1934 

Delaware 

For the fiscal year Ctlded February 28, 20IJ 

Commission file number 0-28839 

VOXX INTERNATIONAL CORPORATION 
(Exact name of registrant as specified in its charter) 

lJ-1964841 (State or other jurisdiction of 
incorporation or organization) (IRS Employer Identification No.) 

180 Marcus ntvd., Hauppauge, New York 
(Address of principal executive offices) 

(631) 231-7750 
(Registmn!'s telephone number, including area code) 

Securities registered pursuant to Section 12(b) ofthe Act: 

1!788 
(Zip Code) 

Title of each class: Name ofEacb Exchange on which Registered 

Class A Common Stock $.0! par value The Nasdaq Stock Market LLC 

Securities registered pursuant to Section 12(g) of theAct: 
None 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. 
Yes D No IRI 

Indicate by check mark if the registrant is not required to file reports pursuant to Section l3 or Section l5(d) of the Act. 
Yes D No IRI 

Indicate by check mark whether the registrant (I) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during 
the preceding 12 months (or for such shorter period that the registrant was required to file such reports) and (2) has been subject to such filing requirements 
for the past 90 days. 

Yes [R) No D 

Indicate hy check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-Kis not contained herein, and will not be contained, to the best 
of regis !rant's knowledge, in de[mitive proxy or information statements incorporated by reference in Part !II of this Form I 0-K or any amendment to this Form 
10-K. 

Indicate by check mark whether registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer or a smaller reporting company. See 
defmition of "accelerated flier", "large accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange Act. (check one): 

Large accelerated filer D Accelerated flier IRI Non-accelerated filer D Smaller reporting company D 

Indicate by check mark whether the Registrant is a shell company (as defined in rule 12b-2 of the Act). 
Yes D No [RJ 



Indicate by c!h~ck 1nark whether the registrant ha~ ~uhmined electronically and posted on 1ts corporate Web site, iLmy, every InterCict1ve Data File requued to 
be submitted and posted pumwut to ll.ulc 405 of Regulatton S-T (§21240) of this chapter) during the preceding 12 months (or for such shorter pcnod that the 

registJant was 1equ1r~d to submit and post ~uch Ilks) 

Yes [X] No 0 

Th~~ nggrcgatc m<1rkd v;Jiuc of the cnmmon stock held by non-affiliates of the lh:gi::-.tranl was .b I 59, 184,640 (b<lSCd IJpon,closing ptict: on rhe N<isdaq Stock 
\1arket on August1l, 2012) 

The nu111her of shares outstanding of each of the registrant's classes of common stock, as of May 14, 2013 was: 

Class 

Class A conunon stock $.01 par value 

Class B common stock $.0 I par value 

DOCUMENTS INCORPORATED BY REFERENCE 

Outstanding 

21,586,269 
2,260,954 

Part III- (llcms 10, II, 12, 13 and 14) Proxy Statement for Annual Meeting of Stockholders to be filed on or before June 28, 2013. 
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CAl!TIONAin' STATEMENT HELATINC TO THE SAFE II ARBOR PROVISIO'\'S OF HIE I'RI VATE SECUHITIES L!Tit;ATION 
REFOIU-1 ACT OF 1995 

Tlus ,t\nnual Report on Fonll 10-K, rncludlllg "Management's Discussion and Analysis ofFin~:mcial Co11dition a11d Results of Operations" in Item 7, and the 
infonnat1on mcorporatcd by reference contains ''for WdH.i-luokmg sratcmcms'' w11hin thC> meaning of section 27.1\ of the Securities Act of l9JJ and Section 21 E 
of the Securities Exchange 1\ct of !934. We intend those forward Jooking-,tatemcnts to be covered by the safe harbor provisions for forward-looking 
statements All statements rcgardtng our expected financtal position and opcr !lting rcsuhs, onr business str atcgy, our fiuancing plans Jnd the ouLcoml! of any 
contmgencics arc forward-looking statements. Any such forward-looklllg slatcments are based on cucrcnl expectations, csl!rnatcs, ;llld projections about our 
industry and our business. Words such as "anticipates," "expect:')," 11 intcnds," "plans," "believes," ''seeks,'' "estimalcs:' or variations of those words and 
similar expressions arc intended to identify such forward-looking statements. Forward-looking statements arc subject to risks and unccrtaiuties that could 
cause actual results to differ materially from those stated in or implied by any f(Jlward-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 1/\ under "Risk Factors" of this annual rcpot1. The Company 
assumes no obltgation antJ Jo..;s not mtcnd to update these forward-looking statements. 

NOTE REGARDING DOLLAR AMOUNTS AND FISCAl. YEAR 

In this annual repon, 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 Fonn 10-K are exclusive of discontinued operations. 

The Company's current fiscal year began March I, 2012 and ended February 28, 2013. 

PART I 

Item 1-Business 

Effective December I, 2011, Audio vox Corporation changed its name to VOXX !ntcmational Corporation ("Voxx," "We," "Our," "Us" or the "Company"). 
The Company believes that the name VOXX lntemational would be a name that better represents the widely diversified interests of the Company, and the more 
than 30 global brands 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. Voxx is a leading international distributor in the automotive, audio and consumer accessory industries. 
On March 14, 2012, the Company acquired Car Communication Holding, GmbH and its worldwide subsidiaries, a recognized tier- I supplier of 
communications and infotainment solutions, primarily in the automotive industry. We conduct our business through nineteen wholly-owned subsidiaries: 
A.ti·terican Radio Cvrp .• AudiVYU.\. Eic::,;Uvu.i\,;:, Cu,put'iii:kut ('"AEc~·). "'iO;{...\: Accessories Corp. CrAACH), Audivv·vx Consuiner Eicctronics.1nc. {"ACE"), 
Audiovox German Holdings GmbH ("Audiovox Gemmny"), Audiovox Venezuela, C. A., Audiovox Canada Limited, Audiovox Hong Kong Ltd., Audiovox 
International Corp., Audiovox Mexico, S. de R.L. de C. V. ("Audiovox Mexico"), Technuity, Inc., Code Systems, Inc., Oehlbach Kabel GmbH ("Oehlbach"), 
Schwaiger GmbH ("Schwaiger"), In vision Automotive Systems, Inc. ("Invision"), Klipsch Holding LLC ("Klipsch"), Car Communication Holding GmbH 
("Hirschmann"), Omega Research and Development, LLC ("Omega") and Audiovox Websales LLC. We market our products under the Audiovox® brand 
name, other brand names and licensed brands, such as Acoustic Research®, Advent®, Ambico®, Car Link®, Chapman®, Code-Alarm®, Discwasher®, 
Energy®, Heco®, Hirschmann Car Communication®, lncaar "',In vision®, Jamo®, Jensen®, Klipsch®, Mac Audio"', Magna!®, Mirage®, Movies2Go®, 
Oehlbach®, Omega®, Phase Linear®, Prestige®, Pursuit®, RCA®, RCA Accessories®, Recoton®, Road Gear®, Schwaiger®, Spikemaster® and Terk®, 
as well as private labels through a large domestic and international distribution network. We also function as an OEM ("Original Equipment Manufacturer") 
supplier to severa! custmne:rs. 

Audiovox was incorporated in Delaware on April 10, 1987, as successor to a business founded in 1960 by John J. Shalarn, 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. · 1.·: .; · ,, '• 

During the fourth quarter of Fiscal 2013, the Company realigned its subsidiaries into three operating segmenls based upon the Company's products and 
internal organizational structure. The operating segments consist of the Automotive, Premium Audio and Conswner Accessories segments. The Automotive 
segment designs, manufactures, distributes and markets rear-seat entet1airm1ent, satellite radio products, automotive security, remote start systems, digital TV 
hmers, mobile antennas, mobile multimedia, aftennarket/OE-styled radios, car-link smartphone te!ematics application, collision avoidance systems and 
location-based services. The Premium Audio segment designs, manufactures, distributes and markets home theater systems, high-end loudspeakers, outdoor 
speakers, iPod/computer speakers. business music systems, cinema speakers, flat panel speakers, soundbars, headphones and Apple Air Play. The 
Consumer Accessories segment designs and markets remote controls, reception prnducts, wireless speakers, 
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d'od docks/il'od sound, AJV connectivity, portable/horne charp.ing, rechargeable banery packs, digital consumer products and petsonal sound arnplrficrs. Sec 
Note 13 to th~ ( :ompilny's ConsoliUated Financial Statements fo1 segment and geographic an~a inronnation 

We make available financial information, new'i releases and other infonnation on our web site at www.vox.xintl.com There is a direct link from the web sttc to 

tile SccUiities and E.<clrange CommissiOn's ("SEC") filines web site, where our annual rcpon on Fonn 10-K, quancrly repuns on Form 10-Q, current reports 
on Fmm 8-K and any amendments to these rcpm1s filed or funushcd pursrrant to Section 13(a) or IS( d) of the Securrtie> Exchange Act of 1934 are available 
free of charge as soon as reasonably practicable after we fdc sucl1 rcpm1s aud amendments with. or furnish them to, tb~ SEC. fn 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. Chris Lis 
Johnson, Company Secretary, 180 Marcus Boulevard, llauppaugc, New York 11788, (631) 231-7750. 

Acqulsitions 

\Vc have recently acquired and continue to integrate the foltowmg acquisittons, d1scussed below, into our cxtstmg bus mess structure: 

On March 14, 2012, Voxx International (Germany) GmbH, a wholly owned subsidiary ofVoxx, acquired all of the issued and outstanding shares of Car 
Conununication Holding GmbH and its worldwide subsidiaries ("Hirschmann") for a total purchase price of approximately $114 million (based on tbe rate of 
exchange as of the close of business on the closing date) plus related transaction fees, expenses and working capital adjustments_ Hirschmann is a recognized 
tier-! supplier of conmJUnications and infotainment solutions and antenna solutions, primarily to the automotive industry, and counts among its global 
customers Audi, BMW, DAF, Daimler, PSA, Renault, Volkswagen Group and AT&T, among othersllirschmann delivers technologically advanced 
automotive antenna systems and automotive digital TV twler systems and is recognized throughout the industry for its commitment to innovation, having 
developed the world's first analog to digital tuner and the first digital TV tuner for the Chinese market. 

Prior to Fiscal 2013, the Company expanded its market presence by acquiring and fully integrating the following businesses: 

On March I, 20 II, Soundtech LLC, a Delaware limited liability company and wholly-owned subsidiary of Voxx, acquired all of the issued and outstanding 
shares ofKlipsch Group, Inc_ and its worldwide subsidiaries ("Kiipsch") for a total purchase price of$169.6 million including contingent consideration of 
$2.2 million as a result of a contractual agreement with a former principal shareholder, plus related.transaction fees and expenses. Klipsch is a global provider 
of high-end speakers for audio, multi-media and home theater applications_ TI1e acquisition ofKlipsch added world-class brand names to Voxx's offerings, 
increased its distribution network, both domestically and abroad, and provided the Company with entry into the high-end installation market at both the 
residential and commercial installation market. In addition to the Klipsch® brand, the Klipsch portfolio includes Jamo®, Mirage®, and Energy®. 

In February 2010, the Company's subsidiary, Invision Automotive Systems, Inc. completed the acquisition of the assets oflnvision Industries, Inc., a leading 
manufacturer of rear seat entertainment systems to Original Equipment Manufacturers ("OEM'"s), Toyota port facilities, and car dealers. The purpose of this 
acquisition was to increase our R&D capabilities, add a manufacturing facility to our business structUre and augment our OE group. 

In October 2009, Audiovox German Holdings GmbH completed the acquisition of certain assets of Schwaiger GmbH, a German market leader in the 
consumer electronics, SAT and receiver technologies. The purpose of this acquisition was to expand our European operations and increase our presence in the 
European accessory market. 

Refer to Note 2 "Business Acquisitions" of the Notes to Consolidated Financial Statements for additional information regarding the Fisca12013 and Fiscal 
2012 acquisitions. 

Strategy 

Our objective is to grow our business both organically and through strategic acquisitions. We will dnvc 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 expand existing product categories. 

The key clements of our strategy are as follows: 
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Capitalize on th" VOXXfnmily of bra11ds. We believe the "VOXX" port f(>lio of brands is one of our greatest strengths and offers us sit,'llificant opp011unity 
lm tnCicascd 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 addttion, with such a wide brand portfolio, we can manage channels and sell into 
multiple outlets as well as leverage relationships wtth distriuutors, retailers, aftermarket car dealers and expeditors, and to global Original Equipment 
Manufacturers (OEMs). Finally, we arc open to opportumtics to license some of the brand; as an addttional usc of the brands and a growth stmtcgy. 

Capitalize on niche product and distribution opportumliPs tn our targl?l markets Tluoughoul our history, we have used our extensive d1stnhution and 

supply networks to capitalize on niche product and di~Erihutinn opp01runirics tn the automotive, premium audio and consumer accessories categories. \Vc will 

continue that focus as we remain committed to innovati'on, developing products internally and through our outsourced technology and rnan11facturing partners 
to provide our customers with products that arc in demand by consumers. 

Combine new, internal manufacturinK capabilities with our proven out sourced manufitcturing with industry parfllers . For years, VOXX [nlenlational 
has employed an outsourccd manufacturing strategy that has enabled the Company to deliver the latest technological advances without the fixed costs 
associated with manufacturing. With recent acquisitions, the Company now has added manufacturing capabilities to produce select product lines, such as 
high-end speakers, rear-seat entertainment systems and digital TV nmcrs and antennas. This blend of internal and outsourccd manufacturing enables the 
Company to drive itutovation, control product quality and speed time-to-market. 

Leverage our domestic and international distribution network We believe that today VOXX International has the most expansive distribution network in its 
history. Our distribution network, which includes power retailers, mass merchandisers, distributors, professional and commercial installation channels, car 
dealers and OEM's will allow us to increase our market penetration. Recently, we have expanded into new channels, such as drug store, hardware and 
furniture chains. 

Grow our international presence. We continue to expand our international presence in Europe through our subsidiaries in Gcrn1any, as well as operations in 
Canada, Mexico, Venezuela and Hong Kong. We also continue to export from our domestic operations in the United States. Through our most recent 
acquisitions ofKiipsch and Hirschmann we have expanded our presence throughout Europe, the Asia Pacific region and in select emerging markets. 

Pursue strategic and complementary acquisitions. We continue to monitor economic and industry conditions i!i order to evaluate potential synergistic 
business acquisitions that would 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 iL~ product offering in higher margin product categories, while at 
the same time, exiting lower margin and commoditized product lines; resulting in improved bottom-line perfonnancc. The Company is focused on continuing 
to grow organically, but may pursue opportunistic acquisitions within the areas of automotive, primarily with OEM accounts, consumer accessories and 
pu:;tli!uw auUiu. 

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. All of these collective changes 
have resulted in higher gross profit margins and in recent periods, higher operating and net income. The Company remains focused on growing its business 
organically, continuing to grow its gross profit margins and leveraging its fixed overhead stntcture to generate sustainable returns for its shareholders. 

Industry 

We pesticipate in selected product categories in the automotive, premium audio nr.d consumer accessories markets within the electronics industry. These 
markets arc large and diverse, encompass a broad range of products and otter 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. 

Produ~t;; 

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, 
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autosound products includ1ng radit>'\, ;unplificrs and CD changers, 

satellite radios includmg plug ;_-mU play models and direct connect models, 

automotive sccur)ty and remote start -.y:-;tcms, 

automotive power acccssoncs, 

ICar observation and col11sion avoidt~nce systems, 

rv tuners and antennas, and 
location based services. 

Premium Audio products include: 

premium loudspeakers, 
architectural speakers, 
commercial speakers, 

on-car and in-ear headphoues, 
soundbars, and 
airplay products. 

Accessories products include: 

High-Defmition Television ("HDTV") antennas, 
Wireless Fidelity ("WiFi") antennas, 
High-Definition Multimedia Interface ("1-IDMI") accessories, 
horne electronic accessories such as cabling, 
other cormectivity i>roducts, 
power cords, 
pcrfonnance enhancing electronics, 
TV universal remotes, 
flat panel TV mounting systems, 
iPod specialized products, 
wireless headphones, 
wireless speakers, 
rechargeable battery backups (UPS) for camcorders, cordless phones and portable video (DVD) batteries and accessories, 
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, 
camcorders, · 
clock radios, 
digital voice recorders, and 
portable DVD piayers. 

We believe our product groups 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 s,pcnding and general economic 
conditions. Also, all of our products are subject to price fluctuations, which could affect the carrying value of inventories ancl gross margins in the future. 

Net sales by product category, gross profit and net assets are as follows: 

7 



/\u1omotivc 

Premium Aud1o 

C on')umcr Accessm 1C:-. 

Corpor;:~lc/Eilmlnations 

Total nel sales 

Gross profit 

Gross margin percentage 

Total assets 

Patents, Tradcmarksrrradcnamcs, Licensing and Royalties 

Fiscal 

2013 -------
$ 426,983 $ 

I 92,987 

214,275 

1,.132 
-----------
$ 835,577 $ 

s 236,822 $ 

2R.3% 

$ 829,272 $ 

Fiscal Fiscal 

2012 lOll -----
297,145 $ 2CJR,!26 

191,427 20,071 

215,604 240,l2R 

2,886 3,347 

707,062 $ 561,672 

202,955 $ 123,937 

28.7% 22.1% 

632,ll8? $ SO I ,097 

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 govenuncntal authorities. 
Additionally, the Company has tiled U.S. and international patent applications covering certain of its proprietary technology. The Company renews its 
registrations, which vary in dur-.tion, 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 pao1ies. While it may be necessary in the future to seck or renew 
licenses relating to various aspects of the Company's products, the Company believes, based upon past experience and industry practice, such 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 docs not result in willful infringement of the patent, trade secret anrl 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 arc 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 l to 17 years 
or continue in peq>Ctuityc Certain agreements may be renewed at termination of the agreement. The Company's license and royalty income is recorded upon -sale 
and amounted to $2,559, $2,239 and $4,248 for the years ended February 28, 2013, February 29, 2012 and February 28, 2011, respectively. 

Distribution and Marketing 

We sell our products to: 

power retailers, 
mass merchants, 
regional chain stores, 

. ,, : < .•. specialty and internet retailers, 
. independent I2volt retailers, 

distributors, 
new car dealers, 
vehicle manufacturers, 
vehicle and transportation equipment manufacturers (OEM's), 
system integrators, 
communication network providers, 
smart grid manufacturers, 
the U.S. military, and 
cinema operators. 
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We sell o11r products under OEM arrHngr:ments with domestic and/or tntemational subs1diaries of automobile manufacturers such as Volkswagen, Audi, 
BMW, D/\F Daimler, Peugeot, Ford Motor Company, Chrysler, General Motors Corp01ation, Toyota, Kia, Mazda, Subaru, Nissan, Porsche and Bentley. 
These arrangements require a close partnership with the customer as we develop products to meet specific requirements. OEM products accounted for 
apprOXImately 33%, 19% and 20% of net sales for the years rndcd February 28, 2013, February 29, 2012 and February 28, 20 II, respectively. 

Our f1vc largest customer> represented 2H% of net sales dunnt; the yca1 ended February 28, 2013, 26% for the year ended February 29,2012, and JO% for the 
year ended FcbnJary 28, 20 II. Best Buy accounted for more than Ill% of the Company's sales for Fiscal 2012 and Wal-Man accounted for more than I 0% of 
the Company's sales for Fiscal 20 ll. l"o one customer accounted for mme than I 0% of the Company's sales for the year ended February 28, 2013. 

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

product design and development, 
engineering and testing, 
saks training and customer packaging, 
in-store display design, 
installation training and technical support, 
product repair services and warranty, 
nationwide installation network, 
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, Mexico, Venezuela, China, 
Hong Kong, France, the Netherlands, Hungary and Gennany. The Company also employs a direct ship model from our suppliers for select customers upon 
their request. 

Product Development, Warranty and Customer Service 

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 and standards. 

Utilizing our company-owned and third party facilities in the United States, Europe and Asia, we work closely with customers and 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 Hauppauge, New York, Troy, Michigan and Orlando, Florida facilities are ISOfrS 16949:2009 and/or ISO 14001:2004 certified, which 
requires the monitoring of quality standards in all facets of business. 

We are conunittcd to providing product warranties for all of our product lines, which generally range from 90 days up to five years. The Company also 
provides 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 throughout the United States, Canada, Mexico, Central America, Puerto Rico, Europe and Venezuela. Our customer service group along witb 
our Company websites, provide product information, answer questions and serve as technical hotlines 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 
pans 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, 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 perfonnance such as price negotiations, 
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delivery and quality cont1ol, w~ maintain huying and inspection offices in China and Hong Kong. \Vc consider relations with our suppliers to be good and 
alternative sources of supply arc generally available within 120 days. We have few long-term contracts with our suppliers and we generally purchase our 
products under short-tcnn purchase orders Altlruuglr we believe that alternative sources of supply arc currently available, an unplanned shift to a new 
suppltcr could rcsuh 111 product delays and inc1cased cosl, which may have a matt~rial irnpact on ottr opercHions 

Competition 

The electronics mdustry is hrghly competitive across all product categories, and we compete witl1 a number of well-established companies that manufacture 
and sell similar products. 13rand name, design, advancement of technology and feanrrcs 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, Volkswagen, Audi, General 
Morors, Ford and Chrysler, as well as against major companies in the automotive aftermarket, such as Sony, l'anasonic, Kenwood, Directed Electronics, 
Autopagc, Rosen, Myron and Davis, Coby, Phillips, Insignia, and Pioneer and other Tier I OEM's, such as Delphi and Kathrcin. Our Premium Audio 
products compel~ acainst major companies such as Polk, Definitive, Yamaha, Bose, Pioneer and Sony. Our Consumer Accessories product lines compete 
against m•jor companies such as Sony, Phillips, Coby., Emerson Radio, Jasco and Belkin. 

Financial Information About Foreign and Domestic Operations 

The amounLs 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 televisions and other automotive sound, 
security and accessory products to specialized markets for specialized vehicles, such as, hut not limited to, RV's, van conversions and marine vehicles. 

Employees 

As of February 28,2013, we employed approximately 2,100 people worldwide, of which 337 were covered under collective bargaining agreements. We 
consider our relations with employees to be good as of February 28, 2013. 

Item lA-Risk Factors 

We have identified certain risk factors that apply to us. You sh~uld carefully consider each of the following risk factors and 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 nctunl 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 :narket f~r mohi!e electronics, prerr..ium audio products and consumer accessories is highly competiti-ve across all product lines. \Ve compete against 
many established compattics, some of whom have substantially greater fmancial and engineering resources than we do. We compete directly with OEMs, 
including divisions of well-known automobile manufacturers, in the autosound, 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 GEM-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. !n addition, we compete with major retailers who may al any 
time choose to direct import products that we may currently supply. 

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

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

10 



Sale.~ in our Automotit•e, Pre11ziuJ11 Audio anti Consumer Accessories businesses arc dependent on lfCW products, product development and 
consumer acreptancc. 

Our Automor1vc, Pa.·mwrn 1\udio and Consumer Accessories businesses depend, to a large extent, on the tntroduct1011 and availability of Innovative products 

and tcchnologtcs If we ~ut: not ahlc ro continually introduce new products that achieve consumer acceptance, our sales and profit margins may decline 

Flze impact of future selling price., and tec{uwlogica/ advancements may cause price erosion and ad>•erse~~· impact our profitability aud in>•entoty 
l•alue. 

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. Furthennore, the iutroduction or expected introduction of new products or technologies may 
depress sales of existing products and technologies. This may result in declining prices and invcutoty obsolt:scencc. Since we maintain a substantial 
investment in product inventory, dechning prices and inventory obsolescence could have a material adverse effect on our business aud financial rcsulis. 

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·. 

There is 110 guara11tee that patent/royalty rights will be relll!lved 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. 

We pi all to continue to expand the international marketing a11d distribution of our products, which will subject us to risks associated with 
international operations, iltcluding exposure to ji1reign 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 31% of our net sales currently originate in markets outside the U.S. While geo!,'Tllphic diversity helps to reduce the Company's exposure to risk 
i.t1 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, whi.ch may reduce the U.S. dollar value of revenues, profits and cash flows we receive from non
U.S. markets or increase our supply costs, as measured in U.S. dollars, in those markets, 
exchange controls and other limits on our ability to import raw materials or fmished 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 tax consequences or other imposition of 
onerous trade restrictions, price controls or other government contTOls. 

These risks could have a significant in1pact 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 measin'es 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, in February 2013, the govenunent of Venezuela devalued its currency, which has affected our business and results of operations for Fiscal 2013. 
Likewise, in 20 l 0, our results of operations were impacted by the designation of Venezuela as hyperinflationary and the subsequent currency devaluations in 
Venezuela that year. Volume restrictions on the conversion of the Venezuelan Bolivar Fuerte to U.S. Dollar limits purchasing activity for our Venezuelan 
subsidiary. In March 2013, the president of Venezuela passed away, creating further uncertainty about the country's political and economic future. Going 
forward, additional govenuneut actions, including further currency devaluations or continued worsening import authorization controls, foreign exchange price 
controls or labor unrest in Venezuela could have further adverse impacts on our business and results of operations. 
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Concerns re.r:a,.din~ the 1-.~uropean debt crisis and 111arket perception.'i cotu:et·nillg the instability ufthe Euro, tlu~ potrntial re-introduction of 
indh•itlual currcncie~; within the Euroz.one, or the pote11/ial dissolution of tlze E11ro ctl(ire/_ll, could adversely affect ora business, results of 
operations and jinancing. 

\.Ve have COliC~ In~ rego.Hdmg th~ debt burden ol certain Eurozone counlnes (1nd their abiltty to meet future financial obligations, the overall :o>tablilly or the Euro 
and lh!~ suitability of rhc Etuo a~ a single currency given the diverse economic and political circurnstnnccs withtn ind1vidual Eurozonc countr tcs. These 
COilCCIItS could le;H.i to the remrrocluctJon of individual currencies in one or more Eurozone countries, or, in more extren1e circumstances, the po.ss!ble 
tlissolutl<m of the Eurocurrency enurely. Shonld the Euro dissolve entirely, the legal and contractual consequences tor holders of Euro·dcnommatcd obhgatrons 
would be determined by laws in effect at such time. These potential developments, or market perceptions conceming tilcse and related issues, could adversely 
affect the value of the Company's [UJo-clcnominated assets and obligations. In addition, concems over the effect oftilis fmancial crisis on financial 
institutions m Europe and globally could have an adverse impact on the economy generally, and more specifically on the consumers' demand for our products. 

We are responsible for product •..arrauties aud defects. 

Whether we outsourcc 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. 

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, or 
our restrictive covenants may not provide sufficient credit. 

Ou,. .mcce.~s will depend 011 a less diversified line of busi11ess. 

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 Automo[ivc, ?remium Auciio and Consumer Accessories businesses or mainl.ain profitabtilty. A~ a tc::tuii, iiu; Cvntjiciuy'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 
ant! Consumer Accessories businesses and the future growth of such revenues, if any, will depend on, among other factors: 

the overall pcrfonnancc 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. 

OEM sales are dependent 011 economic success of automotillt! i11dustry. 

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 manufacft!rers will not face similar reorganizations in the future. If additional 
reorganizations do take place and arc not successfirl, it could have a material adverse effect on a portion of our OEM business. 

We depend 011 a smallm1mber of key customers for a large perce11tage of our sale.~. 
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The clcctwnics mdu>try is charactc1 ized by a number of key customers. Spccilical!y 28%, 26% and 30% of our sales were to five ClJstorncrs in fiscal 2013, 
2012 and 2011, respcctJvely. !he loss of one or more of these cu>tomcrs could have a material adverse unpact on our busrness 

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

Seasonal consumer shopp1ng pallems SJgnifJcantly 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 (or us, due largely to the Increase 111 promotional actlvitiCS 
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 
arulUal financial results. 

A decline in general economic conditions could lead to reduced corrsumer demand for the discretionary pr01lucts 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 economics or an uncertain economic outlook could have a material adverse 
effect on our sales and operating results. 

We have tlebt outstmrding and must comply with restrictive covenmrts in our debt agreements. 

Our existing debt agreements contain a number of significant covenants, which limit our ability to, among other things, borrow additional money, make 
capital expenditures, pay dividends, dispose of assets and acquire new businesses. These covenants also require us to maintain a specified debt leverage ratio 
and Earnings Before Interest and Taxes (EBin to Interest Expense ratio. If the Company is unable to comply with these covenants, there would be a default 
under these debt agreements. 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 have recorded, or may record in the future, goodwill a11d other lnta11gible assets as a result of acquisitio11s, a11d cha11ges in future business 
conditions could cause these investments to become impaired, requiring substa11tial write-dow11s that would reduce our operating income. 

Goodwill and other intangible assets recorded on our balance sheet as of February 28, 2013 was $352,078. We evaluate the recoverability of recorded goodwill 
and other intangible asset amounts annually, or whert evidence of potential impairment exists. The annual impairment test is based on several factors 
requiring judgment Changes in our operating performance or business conditions, in general, could result in an impairment of goodwill, if applicable, and/or 
other intangible assets, which could be material to our results of operations. 

A portion of our workforce is represe11ted by labor unions. Collective bargai11ing agreeme11ts can i11crease our expenses. Labor disruptions could 
adversely affect our operatio11s. · 

As of February 28, 2013, 337 of our full-time employees were covered by collective bargaining agreements. While it is unlikely that disruptions to our 
operations due to labor related problems would have an adverse effect on our business based on the current number of union employees, as the Company 
continues to pursue selected business acquisitions, it is possible that the number of employees covered by collective bargaining agreements may increase. 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 011 our suppliers to provide us with adequate quantities of high quality competitive products and/or component parts 011 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: 

our supplier relationships will continue as presently in effect, 
our suppliers will be able to obtain the components necessary to produce high-quality, technologically-advanced products for us, 
we will be able to obtain adequate alternatives to our supply sources, should they be intenupted, 
if obtained, alternatively sourced products of satisfactory quality would be delivered on a timely basis, competitively priced, comparably featured or 
acceptable to our customers, 
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our supphciS have sufllctenl llnancialtcsoutcc> to fulfill their obligations. 
our suppliers will be able to obtilin Jaw mah::nals and labor necessary for production, 
our suppliers could be impacted by natural disaster> directly or via rheir supply c!wins, and 
as 1t rci.:Hcs to products we do nul manufacture, our suppliers will not become our competitors. 

On occasion, our suppliers have not b~cn ab[c to r10ducc the quantities of products 01 component p<H1s that we dl~sir~ Our irwhillly lo m;1ntlf;)crt11~ ;md/or 

supply su!Ttcient quantittcs of products that arc in demand could reduce our profitability and have a material advctsc cfkct on out relationships willt our 
customers. If any of our supplier relatiOnships were tenninated or intenupted, we could experience an immediate or long-tenn supply shor tagc, which could 
have :1 mcHcrial adverse effect on our business. 

Because we pu1-c!Ju~-e a siguificant amount of our products from suppliers ill Pacijic Rim COlli! fries, we are subject to the economic risks 
a.•;sociated witll inherent c/uutges in the soci{lf, political, regulatory alld economic co1zditioll.~ iu these countries. 

We impor1most of our products from suppli<rs in tho 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, 
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 foreib'TI 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. 

Our products could infrinxe the intellectual property rights of others and we may be exposed to costly litigatio11. 

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, of a third party's patents, trade secrets, lradcrnarks 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 producl offerings. ' 

uur casir and c;;sh equivalents couid he adversely ajjectt!il ij tltejinanciai institutions in which we iwid our cash and cas it equivaiems jaii. 

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 aod cash equivalents with major financial institutions. Some deposits with these banks exceed the Federal LJepnstt 
Insurance Corporation ("FDIC") insurance limits or similar limits in foreignjuiisdictions. While we monitor daily the cash balances in the operating accounl• 
and adjust the balances as appropriate, these balances could be impacted if one or more of the financial institutions with which we deposit fai Is 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 tbe financial and 
credit markets. 

Acquisiti01rs and strategic in vestments may divert our re.<ource.< 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: 

difficulties in the integration and assimilation ofthe operalions, technologies, products and personnel of an acquired business, 
diversion of management's attention from other business concems, 
increased expenses associated with the acquisition, and 
potential loss of key employees or customers of any acquired business. 
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\'1./c cannot a~\u1e you !hat our acquisitions \'-'ill he successFul and will not adversely affect our busmcss, results of opcrat1ons or f1nancial conclil1on 

lf/e in1•est in murketahlt~ St~ruritie.~ and othcrr investments as part of our iln•esting activities. J'ht!Se in ve.Hmenf.'i jlucluate in l'alue based on 
economic, operational, C1Jnzpetitive1 political turd technological factors. These in vrs/menls could be subject to loss or impairment hnsed on their 
pe1jormatrce. 

ll1e Company has incurred other-than-tcmpora•y impainncnts on its investment in Bliss-tel Public Company Lumted ("Bliss-tel") and continues to monitor 
its mvestments in a non-controlled corporation as well as its Venezuelan TICC bonds for potential future impaim1ents. In add ilion, there is no guarantee that 
the fair values recorded for other investments will be sustained in the future. 

We depend lleavi(v on existing directors, management and key personnel and our ability to recruit and retain qualified persrmnd 

Our success depends on the continued efforts of our directors, exeeuti ves and senior vice presidents, many of whom have worked with VOXX for over three 
decades, as well as our other executive officers and key employees. We have no employment contracts with any of our executive officers or key employees, 
except our President and Chief Executive Officer, as well as certain executive officers of Audiovox Gennany, Klipsch and Hirschmann. 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. 

l.n 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. 

Our stock price could fluctuate significantly. 

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

operating results being below market expectations, 
announcements of tecbnological 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, 
indushy developments, 
economic and other extema I 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 tluctuations may also have a material adverse effect on the market price of our common stock. 

John J. Shalant, our Chairman, controls a signfjica/1/ portion of the voting power of our common stock and can exercise control over our affairs 

Mr. Shalam beneficially owns approximately 53% of the combined voting power of both classes of common stock. This will allow him to elect our Board of 
Directors and, in general, determine the outcome of at\y 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 !nlded 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. Sbalam. Each share of Class A common stock is entitled to one vote 
per share and each share of Class B common stock is entitled ~o ten votes per share. Both classes vote together as a single class, except in certain 
circumstances, for the election and removal of directors and as otherwise may be required by Delaware law. Since our charter pcrrnits 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 w1der NASDAQ rules. 
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The Company has exercised its right to the "controlled con1pany'' cxclllptiontuHicJ 1\:ASDAQ ruks which en;1bles 11c; to fou~go Ct>Jtaiu NASDAQ 1cquirement~ 

wh1ch mclude: ( i) maintaining a majority of independent diJcctors: (i 1) electing a nominatin~ committee composed solei y of independent directors; (ii1) C!l5llfing 
the compensation of our executive officers is dctcnmned by a maJority of indqJcndcnt dircct<HS or a compe.nsation cuum1iltcc composl!d solely of iudcpcnclcnt 

directors; and (iv) selecting, or Iccommcnding for the Board's s~.\cction, director nominees, either by a majority of the independent directors or a nominatmg 

committee cmnposed solely of independent directors. Although we do not maintain a nominating conuniltcc and do not have a n1ajority of independent 

ditcctors, 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 dn cctnr nonunccs arc govcmcd by a maJority of Independent directors. However, election of the 
"controlled company" exemption under NASDAQ rules allows us to modify our position at any tunc. 

Oilier Risk> 

Other risks and uncertainties include: 

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

Item Ill-Unresolved Staff Comments 

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 Conunission. 

Item 2-Propertics 

Our Corporate headquarters is located at 180 Marcus Blvd. in Hauppauge, New York. In addition, as of February 28,2013, the Company leased a total of 
24 operating facilities or offices located in 7 states as well as Germany, China, Canada, Mexico, Hong Kong, England and France. The leases have been 
classified as operating leases, with the exception of one, which is recorded as n cnpitallcasc. Within the United States, these facilities arc located in Florida, 
Georgia, New York, Ohio, California, Arkansas and Michigan. The Company also owns 9 of its operating facilities or offices located in Indiana and 
Arkansas in the United States, as well as in Gennany, Venezuela and Hungary. These facilities serve as offices, warehouses, distribution centers or retail 
locatiOns. A<l<llttonaily, we utilize public warehouse tactlities iocated in Virgrnia, Nevada, Indiana, Florida, Mexico, China, the Netherlands, Gem1any and 
Canada. 

Item 3-Lcgal Proceedings 

TI1e 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 believes its outstanding litigation matters will not have a material adverse effect on the 
Company's financial statements, individually or in the aggregate; however, due to the uncertain outcome of these matters, the Company disclosed these 
specific matters bciow: 

Tbe products the Company sells arc 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 its suppliers or 
distributors, of third party patents, trade secrets, trademarks or copyrights. Any claims relating to the infringement of third-party proprietaty 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 arc not advantageous to the Company, or pay material amounts of damages. 

The Company has been party to a breach of license agreement lawsuit brought against it by MPEG LA, LLC ("MPEG"). During the third quarter of Fiscal 
2012, the Company's claim for summary judgment was denied and the case was tried in the New York Supreme Court, Suffoik County. In December 2011, 
the Company received advisory judgment in the ca_se, ~oncluding that the Company owed tvfPEG penalties related to license agreement obligations ari ... -;;ing from 
the manufacture and sale of its product~. The Company recorded~ charge of approximately $3.6 million in Fisca12012 and, based on the advisory jury'~ 
verdict, remitted payment of $2.6 mill ion to MI'EG in December 2011 in order to resolve this matter. On May 29, 2012, the Company received 
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notice that the advisory Judgmmt was overturned by the presiciing Judge m the case. The Jucigc's ruling gave the Company and MPEG the opt ron lo (a) reach 
an agreement on the balance strll owed, (b) allow tlte Judge to determine the balance; or (c) proceed to another tnal and have a new jury detcm1ine the balance 

owed. On June 29, 2012, the Company reached a settlement agrccmLCnt wrth MPEG and agreed to pay au additional $10.5 mtllion in frnal resolution of the 
matter. The payment is in addition to the funds paid in December 20 I I, hrin8ing the total settlement to $13. l million. /\sa resttlt of this settlement, the 
Company recorded a charge of $9.5 million durmg the first quarter of Fiscal 2013 The clurge wa> recorded in "Other (l:xpense) Income" rnthe Consolidated 
Statemcnr ofOpcratwns and Comprehensive Income. The Company lws continued to seck indemmfkalion from it-. suppliers for royalty raymcnts previously 
paid to them that it maintams they were responsible to remit to MPEG and has vigorously pursued itC\ optio11 u11der Hs mdenmtf"tcatwn agreeme.nts. 11te 
Company completed negotwtions with one vendor for an amount of $1.1 null ion during the f~rst quaner of Fiscal 2013. In Fehmary 2013, the Company 
completed negotiations with one addttional vendor for an amount totaling $6 million, which will be received over a period exceeding one year and has been 
recorded at a fair value of $5.7 million. Both amounts were recorded as an offset to the settlement expense as recoveries in "Other (Expense)lncome" on the 
Consolidated Statement of Operations and Comprebensive Income, Jor a net charge of $2.7 million during Fiscal 2013. AI this time, the Company is not aware 
of any additional vendors that it may recover funds from related to this matter. 

Item 4-Renwved and Reserved 

None 
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PART II 

Item 5-Markct for the Reaistrant's Common EquitY, Rclatrtl Stork holder M:tttrrs an<llssurr Purchases of Equity 

Market Information 

The Class A Common Stoclc 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 frscal quarters: 

Year ended Fehruary 28, 2013 

First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

Year ended February 29,2012 

First QUarter 

Second Quarter 
Third ·Q~#(er 
Fourth QUarter 

Divide11ds 

' 

High 

$ 

High 

$ 

Low 

13.<)5 $ 9.86 

9.89 7.10 

7.82 5.65 

10.39 6.25 

Low 

8.!6 $ 7.03 

7.74 5.73 
7.49 4.88 

14.29 6.96 

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 
r~r.tnn:: ,.~ nnr ~rri nfni~.-:to~ '!'ay deem re1e•.r!!n~ c;;v!nn C!'!1r.irle!":!tin!'! tn ~r:y !"equi!'~~er:t!: !-:~ :-e~trict:nn3 under th: Cnmp&ny':; recently ncgatiz.tcd credit 

agreement (see Note 6(a)). 

Holders 

There are approximately 815 holders of record of our Class A Common Stock and 4 holders of Class B Convertible Common Stock. 

Issuer Purchases of Equity Securities 

In September 2000, 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 Class A Common Stock 
in the opeQ.market in connection with the Program. As of February 28, 2013, the cumulative total of acquired shares {net ofreissuances of 8,615) pursuant 
to the program was 1,816,132, with a cumulative value of $18,360 reducing the remaining authorized share repurchase balance to 1,738,243. During the 
year ended February 28, 2013, the Company did not purchase any shares. 

Performance Graph 

The following table compares the annual percentage change in our cumulative total stockholder return on our common Class A conunon stock during a peri<Jd 
commencing on February 28,2008 and ending on February 28,2013 with the cumulative total return of the Nasdaq Stock Market (US) Index and our SIC 
Code Index, during such period. 

lH 
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~ VOXX lnt~rn.'lti.m~l Ccrpo~ation 

- NASOAQCompu<il<l 

~ SIC COD£ ~ut.5 E!.C<'TRON!C: I' ARTS. EQUP. NEC 

•sJ 00 invested on 2/29/08 in stock or index, including reinvestment of dividends. 

ltem 6-Selected Consolidated Financial Data 

The following selected consolidated financial data for the last five years should be read in conjunction with the consolidated tmancial statements and related 
notes and "Management's Discussion and Analysis offinancial Condition and Results of Operations" of this Form 10-K. 
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Ncr income (loss) per common share: 

Basic 

Diluted 

Cnnsohdared Balance .Sh£>et r:ar2 

Total assets 

Working capital 

Long-term obligations (4) 

Stockholders' equity 

\'p;n· 

Endl·d 

Fel>ruary 2H 1 20L\ 

~ ,, 

(:1) 

0 96 s 
(J 95 :s 

A:. ar 
:f.'.~l;ruary. , 
··-----·----- ---

/.Or:; 

829,272 $ 

200,703 

228,197 

444,536 

(1) 2010 amounts reflect the acquisition of Schwaiger and in vision. 

Yc-:n Y(•:H· 

l·.nth•d Ended 

l'rbttLlry 29, Fd>ru:~n 2k, 
211 J: ( /.) ~0! I 

II S I 00 S 

I 10 $ 1.00 $ 

632,882 
,. 
"' 50!,097 5I 

184,282 258,528 

88,255 25,849 

421,797 392,946 

(2) 2012 amounts reflect the acquisition of Klipsch (sec Note 2 of the Notes to Consolidated Financial Statements). 

\ear 
l'.IHil•d 

Fctnu;1r y ~X. 
2ll I (I (II 

098 s 
0 98 s 

i .. ;,..~· 

20!0 

488,978 $ 

239,787 

32,176 

364,263 

(3) 2013 amounts reflect the acquisition of Hirschmann (sec Note 2 of the Notes to Consolidated Financial Statements)_ 

"\"l'ar 

l·:mkrl 

rebrtuH·y !8, 
2(}(19 

(3.11) 

(3.11) 

}ieb(uary >:ir) 
.. -,.·--·----·---··· 

7.009 

461,296 

241,080 

31,651 

340,502 

(4) Long-term obligations include long-temt debt, capital lease obligations, deferred compensation, deferred and other tax liahiltties, as well as other long 

term liabilities. 

Item ?-Management's Discussion and An~lysis of Financial Condition and Results of Ooerations {"MO&A "} 

This section should be read in cmtiunction with the "Cautionaty Stalc11tcnts" and "Risk Factors" in Item I A of Pari 1, and !teen 8 of Parl !I, "Consolidated 

Financial Statements and Supplementary Data'' 

We begin lvianagcmenfs Dtscussion and Analysis of financial Condition and R.csuits ofOpctations with an overview of the business, mciuding our strategy 
to give the reader a summary of the goals of our business and the dncction 111 which our bu.>incss i' movi'rtg. Thi> is followed by a discussion of the Critical 
Accounting Policies and Estimates that we believe are important to understanding the assumptions and judgments tnCOfl'Oratcd in our reported financial 
results. In the next section, we discuss our ke>ults of Operations fo; the year ended February 28, 2013 compared to the years ended February 29, 2012 and 
February 28, 2011. Next, we present a.djusted E13ITDA and diluted adjusted EBIDTA per common share for the year ended february 28, :wn compared tr; 
the years ended February 29, 20 i 2 aiJd FdJ!wuy 29., 20 l 1 in onler to ptovirle ~ lJSl~ful :md appropriate supplemental meas1.1re of our pecfonnanc(~. 'Nt:: rtJcr: 
provide an analysis of changes in our balance sheet anci cash now,, and discuss out financial commitments in th" sections entitled "Liquidity and Capital 
Resources, including Contractual and Commercial Commitments." We condudc this tvfD&A with a. discussion of"Rclated J?£Jrly Twnsactions., and ultect::nt 

Accounting Pronounccrnent3. 11 

Effective December I, 2011, J\udiovox Cofl'oration changed its name to VOXX Intcmational Corporation ("Voxx," "We," "Our," "Us" or "Company")- TI1c 
Company believes that the name VOXX International would be a name that better represents the widely diversified interests of the Company, and the more than 
30 global brands it has acquired and grown tluoughout the yeats, achievin!', a powerful international corporate image and creating a vehicle for each of these 

respective brands to emerge with its own ickntity. 



Voxx is a leading mtcrnatioual tlistributor and value adrlcd service provider in the automotive, premium audio and consumer accessory industric,. We conduct 
our business through nineteen wholly-owned sttl"idr<~ries Voxx has a broad portfoho of brand names used to market our products as well as private labels 
through a large domestic and intematronal distrrhuunn nctwook We also function as an OEM ("Original Equipment Manufacturer") supplier to several 
customers 

Over the last several years, we have focu~cd on our intent JOn lo acquire synergistic businc.'iSCti wilh the addition of nine n~w subsidiaries. These subsidiaries 
helped us to expand our core business and broaden our presence in the accessory and OEM noarkets_ Our acquisitions of Hirschmann, Klipsch and In vision 
have provided the opportumty to enter the manufacturing arena. Our ontention 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 indushy. 

During the fourth quarter of Fiscal 2013, the Company reali1,'11ed its subsidiaries into three operating and reporting segments, based upon our products and 
internal organizational strucrure. 1l1e operating and reporting segments consist of the Automotive, Premium Audio and Consumer Accessories segments. The 
characteristics of our operations that arc relied on in making and reviewing business decisions within these segments include the similarities in our products, 
the corrunonality 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 performance of the Automotive, !'remium Audio and Consumer Accessories groups. 

The Company's domestic and international business is subject to retail industry conditions and the sales of new and used vehicles. 1l1e recent worldwide 
economic condition had an adverse impact on consumer spending and vehicle sales. 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 consolidation of facilities and IT systems, and has been 
introducing new product to obtain a greater market share. The Company continues to focus on cash flow and anticipates haviug sufficient resources to operate 
during Fiscal2014 and 2015. 

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 canying value of inventories and gross margins in the 
future. 

Acquisitions 

We have acquired and integrated several acquisitions which are outlined in the Acquisilions section of Pact I and presented in detail in Note 2. 

Net Sales Growth 

Net sales over a five-year period have increased 38.5% from $603,099 for the year ended February 28, 2009 to $835,577 for the year ended February 28, 
2013. During this period, our sales were impacted by the following items: 

the introduction of new prod nets and lines such as digital antennas and mobile multi-media devices, mobile iPad and iPod interfaces and the Tagg™ 
GPS tracking device, 
acquisition of Hirschmann's mobile communications and infotainment business, 
acquisition of Klipsch's high-end speaker business, 
acquisition of!nvision's m:obile entertainment business, 
acquisition of Schwaiger's accessory business. 

Partially offset by: 

The discontinuance of various high volume/low margin product lines such as navigation, GMRS radios, flat-panel TV's, camcorders, clock radios, 
digital players and digital voice recorders, 
volatility in core mobile, consumer and accessories sales due to increased competition, lower selling prices and the decline in the national and global 
economy. 

Critical Accounting Policies and Estimates 
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Ot:r consn!Jdatcd fmanual '\latcrncnh .1rc prcp:H,·d m confn1·mity \\'llh accnunt1ng p!lnL'!rlc·; genet ally acccp:t~d m the U11ttcd St:ilc:-- llf ,\rn.cnc;l i'ht: 
prcp.lr~llltlll ofth~sc financial sl:Ikl\1('nt.-; rcquJJC" th 1o m;1ke CC!tai11 cs!Jrllatc~;. Judgments and d:--:-urnplHIIb th.tl \\'C hclH.'Vt: arc rl'aS(lnahk· ha.-.;l·d upon tilt' 

inf:li!Jl:t~Jnn avi:ltl:thk f"ht~~e : .. ·sr:m;ltc.;.. ;f!ld :~<.,·_.I!I,Jt"l'~':'. t;JI~ h,~ ... tlhi,:,·Jtv.· ·;q.J t"(,_)rnrl<'\ :1nrl m.l': -~rf.·( tth·. r~·r~,n.·d JnHl'Jilh o(ao.;-:l'l' ~n1d !tahilttll'· ,,.,·:·:nll' 

\\te r('cognize revenue from product sales ii\ the time ofpa_;;;sagc of title and nsk of los<; to thL' customer either at f'Of3 Shippmg Point or FOB Dcstinatwn, based 
upon tcm1s established with the customer. Any customer acceptance provisiOns, which arc rcldtcd to product testing, are Stll!.sr1cd prior to revenue recof:,rnlllon 

We have no li.u1hcr obligatiOns subsc'luent to revenue rccognrtion except for rctums of product fi·om customers. We do accept returns of products, if properly 
requested, authorized and approved. We contmuously monitor and trock such product returns and ,,,cord the provision for the estimat,·d amount of such 
flltlfrc returns at point of sale, based on historical cxpencncc and any not1 flcalion we rl!ccive of pendmg returns 

We offer sales incentives to our customers m ihe. fOrm of { 1) co-operative acivcrtisme allowances; (2) rnarket development funds; (3j volume inc;cntivt·. rebate:;: 
and (4) other trade allowances. We account for sales incentives in accordance with ASC: 605-50 "Customer Payments and Incentives" ("ASC 61)5 .. 50"). 
F-c.ccpl fOr otht:"r trade a!!owanccs

1 
all sa!es incen!ives require the customer to purchase nur prodl!Cts during a specified period of.tirnc. AH $alet; lncentive.s 

require customers to claim the sales incentive within a certain l11nc period (;·cfcrrcd to a" ihc "claim pcnod") and claims arc settled either by the customer 
claiming a deduction against an outstanding accoum receivable or by the cu.>t<>mcr requesting a check. All costs associated with sales mcentive>; arc classified 
as" reduction of net sales, and the following is a summary of the various sales incentive programs: 

Co-operative advertising allowances are offered to customers as a reimbursement towards their costs for print or media advertising in which our product is 
featured on its own or in conjunction with other companies' products. The amount offered is either a fixed amount or is based upon a fixed percentage of sales 
revenue or fixed amount per unit sold to the customer during a specified time period. 

Market development funds are offered to customers in connection with new product launches or entrance mto new markets. The amount offered for new 

IJlOthJCi. launches ts ba!ied upon. a hxed amount or hxed percentage oi our sales revenue ro the customer or a Iix.cd amouni per unit soici to the customer auring a 
specified time period. We accrue the cost of co-operative advertising allowances and market development funds at the latter of when the customer purchases our 

products or when the sales incentive is offered to the customer. 

Volume incentive rebates offered to customers require that minimum quantities of product be purchased during a sp"citied period of time. The amount offered 
is either based upon a fixed percentage of our sales revenue to the customer or a fixed amount per unit sold to the customer. We make an estimate of the 
ultimate amount of the rebate customers will eam based upon past history with the customer and other facts and circumstances. We have the ability to estimate 
these volwne incentive rebates, as there does not exist a relatively long period of time for a partrcular rebate to be claimed. Any changes in the estimated amount 
of volume incentive rebates are recognized irnmcdiatcly using a cumulative catch-up adjustment. 

Other trade allowances arc additional sales incentives that we provide to customers subsequent io the related revenue bcmg recognized. In accordance with ASC 
605-50, we record the provision for these additional sales incentives at the latter of when the sales incentive is offered or when the related revenue is recognized. 
Such additional sales incentives are based upon a fixed percentage of the selling price to the customer, a llxcd amount per umt, or a lump-sum amount. 

The accrual balance for sales incentives ht Pei>ruary 2R, 201'< and Febn.,ary 29, 2012 wos ~I G,R2l a lid$ i K, i 54, respectively. The uecrcase in cisc•l 20! 1 
is due to the effects of the European markets, wh idr resuhcri in decreases in the Company's international sales. Although we make our best estrmatc of sale:·, 
incentive liabilities, many factors, including significant un~tnticl.patcd changes in the purchasing volume and lhc lack of daims hom sustome;s couid !·1avc: 
!'!ignir1cant :mpact on the :iabilily fo,· sale::: incc:1tivc.:; &nG rr:.p·.::ti.cd ;Jp:::rut!ng rcsttl1.:-: 
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We reverse earned but unclauned sales mccntrves based upon the expual!on of the claim penod of each program. Unclaimed sales tncenl!vcs that have no 
specified clarm petiod are reversed in the quarter followmg one year from the cud of the prog1·am. We beheve that the reversal of earned but unclauned sales 
incentives upon the cxpuation of the cla11n pcnod is a ciJsciphncd, rational, conststcnt and systematic method of reversing unclaimed sales incentives. 

For the years ended rebmary 28, 20 I .l, February 29. 20 I 2 and Febmary 28, 20 l l, reversals of previously established sales incentive liabilities amounted to 
$3,350, $3,662 and $1,725, respectively These reversals include unearned and unclauned sales inceuttves. Uueamed sales incentives are volume rncentivc 
rebates where the customer did not purchase the required min unum quantities of product dunng the speciftcd time. Volume u1centivc rebates are reversed into 

income in the period when the customer did not reach the required minimum purchases of rroduct during the specified time. Reversals ofuncamed sales 
incentives for the years ended l'ebntary 28,2013, February 29,2012 and Febmary 28,2011 amounted to $2,933, $2,200 and $977, respectively. 
Unclaimed sales incentives are sales incentives eamed by the customer but the customer has not claimed payment within the claim period (period after 
pro warn has ended). Reversals nf unclaimed sales incentives for the years ended February 28, 2013, Febmary 29, 2012 and Febmary 28, 20 II amounted to 
$417, $1,462 and $748, respectively. 

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. We record charges for estimated credit losses against operating 
expenses and charges for price adjustments against net sales in the consolidated financial statements. The reserve for estimated credit losses at Febmary 28, 
2013 and Fcbmary 29,2012 were $7,840 and $5,737, respectively. The increase in the reserve is due to the Company's acquisition ofHirsclunann and the 
related increases in sales and accoutlts receivable. While such credit losses have historically been within management's e)(pectations 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. 

Inventories 

We value our inventory at the lower of the actual cost to purchase (primarily on a weighted moving average basis, with a portion valued at standard cost) 
and/or the current estimated market value of the inventory less expected costs to sell the inventory. We regularly review inventory quantities on-hand and record 
a provision, in cost of sales, for excess and obsolete inventory based primarily from selling price reductions subsequent to the balance sheet date, indications 
from customers based upon current negotiations, and purchase orders. A significant sudden increase in the demand for our products could result in a short
tenn increase in the cost of inventory purchases while a significant decrea~e in demand could result in an increase in tbe amount of excess inventory quantities 
on-hand. In addition, our industry is characterized by rapid teclmological change and frequent new product introductions that could result in an increase in the 
amount of obsolete inventory quantities on-band. During the years ended February 28, 2013, February 29, 2012 and February 28, 2011, we recorded 
inventory write-ilowns of $4,300, $2,942 and $3,911, respectively. 

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 ~ignificant impact on the carrying value of inventory and our results of operations. 

Goodwill and Other Intangible Assets 

Goodwill and other intangible assets, which consists of the excess cost over fair value of assets acquired (goodwill) and other intangible assets (patents, 
contracts, licenses, trademarks and customer relationships) amow1ted to $352,078 at February 28,2013 and $261,418 aL February 29,2012. Goodwill 
and other intangible assets are detennined in accordance with ASC 805 "Business Combinations" ("ASC 805'') and ASC 350 "Intangibles -Goodwill and 
Other" ("ASC 350"), (see Goodwill and Other Intangible Assets (Note I(k)). 

Goodwill is calculated as the excess of the cost of purchased businesses over the value of their underlying net assets. The Company has used the Discounted 
future Cash Flow Method (DCF) as the principle method to determine the l'air Value ("l'V") of acquired businesses .. The discount rates used for our analysis 
ranged from 10.4% to 15.6%. A five-year period was analyzed using a risk adjusted discount rate. 
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On ~In annual has1..;, or ;JS needed f01 a tnggcring event, \VC' tesl goodwdl and othc1 irH_kl!nHe lrvcci intiin!jrblt~ assels for irnp<11rment (see Nott' l(k)). To 
dctcnnJT112 the farr value of these tntang1bk: assets, there arc many assumptions anJ cstim(JICS usL'd th£11 duectly impact the n::.~ults of the tcsring. \Vc have: the 
abi!Hy to influence the our come and ullimate results hascd on the assumptinns and estimates w~ choose. To mitig(HC undue rnOue:ncc, we set criteria that J.rc 

rLvrnvcd and approvrd by vanous levels of management. AdditLOnally, ..,., .. c may evaluate t)Ul rc.cordcd mtangibk assets wrth the assistance of a third-parry 
valuation fim1, a> ncccss"ry All rerons and conclusions are reviewed by management who has ultunatc responsibility for their content. Goodwill is tested 
u~ing a l\'10-.stq; process. The fiL~t step is to identify a potenti31 impairn~en~. o.nti rhc"~ sec.ond $!Cp measures the arnount oi the irnp[unncntloss, iiar!Y 

,·ioodwill is cons!dcrcd impaired if the canyint.~ amount of the, re~)0rting unit's goodwii\ exceeds it~ estimated fa1r valu ... ~. Based upon our rnost recent nnnua~ 
:!r;p<urmcnt le:t compic~cd a~; of Dccernbn 1, 2012 as [, 1 c:;uit t1C ihc reaiig11ing t1f" our .>cgmcnt.s, .~.nd rolied fonvard to February 2&, ;:o l-5, tbt f::nr value ot" 
each of the Cornpany's reponing units is in excess of its related ca1 ry!11g v<.~hrt~ For Fiscal 2013, management dctennined thar its intangible assets were not 
:<nJHHred. 

Dot~rmining whether impoim1ent of indefinite lived intangibles has occ•mcd requires an analysis of each identifiable asset. lf estimates used in the valuation of 
each identifiable "'"'I proved to be inaccurate based on future results, there could be additional impainncnl charges in subsequent pctiods. 

We ofter 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 wcnrd un estimate for warranty related costs, in cost of sales, based upon actual 
historical return rates and repair co,ts at the time of sale. TI1e estimated liability for fllture warranty expense, which has been included in accrued expenses and 
other current liabilities, amounted to $12,788 at February 28, 2013 and $6,425 at February 29, 2012. The increase in warranty liability is a result of our 
l[l;.;cnmaan acqulsiLIOn on iVi;;rch 14, 1:0 L2, as weli as due to a recali initiated by Suba.tu in the iourth quarter ofFiscai .lO iJ. While warranry costs have 
histm ically 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 u material at.lv~:t:sc.; impad ou uur upcraling n.:sults. 

Stock-Based Col!)oCnsation 

We usc 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 te1m and risk-free interest rates. The assumptions used in computing the fair value 
i.Jf stuck-based awatd_-, reflect our be~t estimates, but involve uncertainties reiatin.g tv inarkct and other conditions, rnany of whit.,;h arc OLttside of our 

r.onlrol. We estimate expcclod volatility by considering the historical volatility of our stock,thc implied volatil1ly of publicly traded stock options in our stork 
and ow cxrcclations of volatility for the expecred term of "tock--ba..;ed compensation awards. As a result, if other assumptiOns or estimates had been used fo• 
op11ons gr"ntcd in the current and prior periods, the total stock-based compensation cxrenGc of $4J5 that was recorded for lhe year ended February 28, 2013 
could have been materially different. Furthermore, if different assumptions arc used in futwe periods, stock-based compensation CKpense could be materially 
impacted 1n the futme 

\."ic account fer income tax.cs ;n accoi dance w·ith the guidance isst.n~n under .Statement A:SC 140 1 "lnccJJne Taxes'' w1th con~idcratiuu for uncertain tax 
pn·-:11:onr.. Vlr· record a V8hnt!or! a!lo\vancc lo reduce our def!::ncj t:::.:: a~.:;{~ts io Uw ~rnQunt offutut{; !.ax bcm;(J{ thai ts mo:.e likely than no1 Lobe rcalir.cd. 
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Duting hscal2013, the Company recorded an income tax provision of$!3.2 million related to federal, state atHI foreign taxes. The Company's effective tax 
rate diffcts ftnm the U.S. federal statutory rate of 35% primarily due to state and local taxes, non-deducllble expenses, and the US. effect of fore1gn opcra1ions 
including tax 1 aiL. dj ffcrenccs in foreign jurisdictions. The Company maintall1S a valuatwn allowance against dcfCncd tax assets in certain foreign jurisdictions 
and with respect to its foreign L1X credits and various investments wh1ch are more likely than not to generate capital losses 111 the future. Any decline in the 
valuation allowance could have a favorttble impttct on our mcomc tax provision and net tncome Ill the penod in wh1ch such detennination is made 

Since March I, 2007, the Company has accounted for uncertain tax posiuons in accordance wub the authoritattvc guidance issued nndcr ASC 740, whtch 
addresses the detenninatwn of whether tax benefits claimed or expected to he claimed on tax returns should be recorded in the financial statements. The 
Company may recognize the tax beneftt 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 fif1y percent likelihood of being realized upon ultimate settlement. The Company provides loss 
contingencies for federal, state and international tax matters relating to potential tax examination issues, platming 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 fmancial condition and results of operations. The Company classifies interest and penalties associated with income taxes as a component of 
iucomc tax expense (benefit) on the consolidated statement of operations and comprehensive income. 

Results of Operations 

Included in Item 8 of this annual report on Form IO·K arc the consolidated balance sheets at February 28, 2013 and February 29, 2012 and the consolidated 
state_ments of operations and comprehensive income, consolidated statements of stockholders' equity and consolidated statements of cash flows for the years 
ended February 28, 2013, February 29, 2012 and February 28, 20 II. In order to provide the reader meaningful comparison, the following analysis provides 
comparison of the audited year ended February 28, 2013 with the audited years ended February 29, 2012, and February 28, 20 II. We analyze and explain 
the differences between periods in the specific line items of the consolidated statements of operations and comprehensive income. 

Year F:nded February 28. 2013 Compared to tile Years Ended February 29, 2012 and February 28. 2011 

Contjnujng Ooeratjons 

The following table sets forth, for the periods indicated, certain Statement of Operations data for the years ended February 28, 2013 ("Fiscal 2013"), 
February 29,2012 ("Fiscal2012") and February 28, 20Jl ("Fiscal2011")-

Automotive 

Premium Audio 
_,.._;, 

~~~~ ~~~~~~~~- ;~---~~·:)j:f~l~±~J;~}:.f:~:~~i~~;f:~\~:1;:>: ~~'~:~:~;~:·;· ... :.~:: .·_· ~:. 
Corporate 

Total net sales . . 

Fisca/2013 

$ 

$ 

Fiscal 

2013 

426,983 $ 
192,987 

2(~~2.?s..-· ·:: . 
1,332 

835,577 $. 

Fiscal Fiscal 

2012 2011 

29,7;1~5 .. $ .. . /i:~9..~.J.2~ 
191,427 20,071 

· ·. '?·I~:~Q4. :, . ',');;i;\'4~Q.j~8 , 
2,886 3,347 

. 707,062 . $ . 561;672 
;...._--'------'--

Automotive sales, which include bot It OEM and ailennarket automotive electronics, represented 51.1% of the net sales for the year ended February 28, 2013, 
compared to 42.0% in the prior year. For the year ended February 28, 2013, approximately $153 million of our sales from this product group was the result of 
our recent acquisition of Hirschmann. In addition, the Automotive group experienced increases in its OEM manufacturing lines during the year ended 
February 28, 2013 due to the launch of new programs with Ford and Nissan in the second quarter of Fiscal 2013, as w~ll as due to new product 
introductions, such as the mobile iPad and iPod interfaces. These increases were partially offset by a decline in satellite fulfillment sales and slower mobile 
audio sales in Europe and the United States. 
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i\utuiiH>tive "'lcs d<'C~c':,;cd ~')~I in Ftscal 2012 as a result of a decline tn satellttc fulftllment sales, as wdl a;; the absence u/'FLO··TV products, whose 
progt 11111 ended 111 the th1rd quartL'r or Fiscal 20 I I. These decreases were offset by increa$CS in the Company's OEM manulactunng lines due to mer cases m 

dol!tt;::.lll..:: autollto{tVl- s..1k~ ,JlJd llu.: lei Illicit uf ocw ptugJ<tlll.:;, buth Juntc~tically wuJ iull.:wa.tiun:Jlly. 

Premrum i\ud1o sa!c' 1ncrcascd S J'/ 1,356 rn Fiscal 2012, due p1imarily tu our acquisttton of Klipsch Approximately S 169,'\00 of 011r sales in this segment 
h 1 .?"r•.: •-·.llHnbutf"d h:: V li:':;•;!t !It ';-"i.-:·.:,.! ?0! i 

,~·._,tJ:~Ui.Wl ;--.cccs.:;one:-: :;:;/c\ <.L.!CteasC:d $2·~,5/A Ht 1-'Jscui ~~012 pi·irmHily c~s a rcsutt <~i"rit~reas<-d ·"'·:i!cs ii1 stu.:.:n pltJducts r.t.S carnco!tkrs. docl<. iddtos, diguaJ 
}Jl.>:!yr1s, digttal voice recorCcr:-;, rechargeable batlcrie.' and surge protectors as a result of~he economy, competition, and changes in demand, a.s well as changes 
11! technology C~r:Tiiltn car chargers and cabks we're aiso phased out by the Coaupany in ~~iscai2.0J.2 t(J make way for new uftCri.ng!> in the coming fl5cal year. 
ri'he decreases \Vt;ft:. olf":'CI by increl\~t'd Sale:~; in OUr inten1ationafznn.rkcts, BS \Vel! a~ Ce!1::tin dorneslic prOdUCts SUC.:h :1$ anU~nna~), \'-tireleSS speakers and 
persona! sound am::>llfie!S. 

Sales incentive expenses were 5;32,286, $40,009 and $26,279 for Fiscal2013, 2012 and 201 l, respectively, which included reversals for unclaimed and 
uncamed sales mcentives of $3,350, $3,662 and $1,725, respectively. We believe the reversal of unearned and earned but unclarmed sales incentives upon 
the expiration of the claim pcnod is a discrplined, rational, consistent and systematic method of reversing unearned and earned but unclaimed sales incentives. 
These sales incentive programs arc expected to continue and will either increase or decrease based upon competition and customer demands. 

Gross Pmfil rmd Gross Margin Percentar:g 

Fiscal Fiscal Fiscal 

2013 2012 2011 
--------------

Automotive r ! 14,675 $ '73,440 $ 61,519 .. 
26.9% 24.7% 20.6% 

Premium Audio 65,352 72,647 7,323 

33.9% 38.0% 36.5% 

Consumer Accessories 55,472 53,392 51,762 

25. 9%. 24.8% 21.6% 

~:lHpvrate l,>:n 
·-·---·-.. ·---------~-- ·----·-·-.. ··--\~?15 - ____ , _____ 3,c_3_3:_l_ 
$ 236,g2.2 $ 202,955 $ 123,937 

28.3% 28.7% 22.1% 

Fiscal 20/3 

:.::r0ss m<Jr~ms !n lhc 1\utumotivc segment increased 220 b~sis points due pnmarlly to the <:-tcqulsitlOn of' Hirschmann .. rncrcascd soles in OElVf relv.tc-d products 

:;1l,j -he !WI. irnpJ.c~ o;lhc cut rcncy devaluntiou in \lencZ.ucl8. This \Vas ofi"Set by a dec:n~ase in sales of higher margin car ::;peakcrs at/\.utiiovox CJennany and 

unir.lvorahlc. ~;;wn'r,5 br:lwct~n hr:dgr.d co;;;ts and rc];;ttcd sales. 

Gross margins in the Premium Audio segment decreased 410 basis poiuts 1" imar ily as a result of deciim" in international sales due to European market 
cnmhttons, as well a~ due to the cost of shifting warehouse facilities in Asia, and a moderate increase in 
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mvcrnory provtsrons related to various products This was pat1ially offset by rncrcilses 1n saks of ccnain htgher margm products, such as on-car and in-ear 
headphones and sound bars. 

Gross m:ngins in the Consumer Accessoncs segment increased 110 basis points ptintatily '"a result of an increase in sale of higher margin consumer 
produciS, such as bluctooth speakers and a decrease in sales of lower margin ptoducts, such as camcotdcrs, clock rad1os and dtgital players that the 
Company has been exiting dunng the year. 'll1is was. offset by decreases in international sales due to Eu1opean economic conditiOns and unfavorable sw1ngs 
between hedged costs ~nd related sales. 

FIScal 2012 

Gross margins in the Automotive segment increased 410 basis points due to increased sales in our OEM manufactwing lines and the launch of new programs, 
both domestically and internationally. These increases were offset by declines in satellite fulfillment sales. 

Gross margins in tbc Premium Audio segment. increased 150 basis points due primarily to the acquisition of Klipsch, wbicb took place on March I, 20 II. 

Gross margins in the Consumer Accessories segment increased 320 basis points due to better sales in our existing product lines and decreased sales in lower 
margin products, such as camcorders, clock radios, digital players and digital voice rccordcis, which the Company has begun to exit. In addition, decreases 
in required inventory provisions and warebouse assembly expenses improved gross margins. 

Operatirw Expenses and Operating Income I (Loss J 

Fiscal 

2013 

Operating Expenses: 

Selling $ 51,976 

General and administrative 114,653 

Engineering and tecbnical support .··· 26,971 -· 
Acquisition related costs 1,526 

-Total Operating Expenses · .· .• $ .·. 195,126 

Operating income $ 41,696 

Fisca/2013 

Fiscal 

2012 

$ 47,282 

93,219 

15,825 

2,755 

$ 159,081 

$ 43,874 

$ 

$ 

$ 

Fiscal 

2011 

34!517 
67,262 

'1!,934 
1,207 

'114,920 

Operating expenses increased $36,045 in Fiscal 2013 as compared to Fiscal 2012. The increase in total operating expenses was due primarily to our recent 
acquisition of Hirschmann which accounted for $43 million of our operating expenses during the year ended February 28,2013, as well as an increase in 
advertismg expense Company-wide, not including Hirschmann. Not taking into account the acquisition of Hirschmann, the increases were partially offset by 
reductions in depreciation expense, head count reduction in select groups, reductions of commissions as a result of lower net sales, reduced occupancy costs 
due to the pLJrcbase ofKlipsch headquarters in Indianapolis, IN, which had previously been leased, as well as lower professional fees as a result of the 
conclusion of the MPEG lawsuit in June 2012. 

Fisca/2012 

Operating expenses increased $44,161 in Fiscal 2012 as compared to Fiscal2011. The increase in total operating expenses was due primarily to our recent 
acquisition of Klipsch which accounted for $39.2 million of our operating expenses during the year ended February 29, 2012, as well as an increase in legal 
fees to defend a patent suit, compensation expense as a result of performance related targets and acquisition costs incurred during the fourth quarter of Fiscal 
2012 related to the purcbase of Hirschmann on March 14,2012. These increases were partially offset by reductions in depreciation expense, headcount 
reduction in select groups and a benefit recorded related to a put option. 

Other Jncomei(Expensel 
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( >th,_·r, net, fi.11 the: }'Car endt:d FdJruary 2}), 20 I 3 ll\chidcs nel charges Jtl connection with a patent :;uit of appHJXtmately $2,)00, and lus~;c~; on ftn:.::ign 
cxt:hanet~ corllracts. of approxl!ll<IIL'ly S2,7UO incurred in conjunct ron with the Hrr.c;clunann acqurstlrcHJ and st.: I! led during the ftrsl qu:utcr nf FL'.Ctl! 20 l.\ Th~sc 

d1<1rge.';: Wt"H' p;.1r1 i:1lly ()ffsr1 h~,r incnmc r~'CIJllkd rci<Jtcd to r.,vrJrable lrg;:d sctllem('nfs recetved by Khp:;ch of approxim:11r.ly S I ,non during the lir.~;;r :lnd !hi rei 

quar1crs of l:r,cal 2013 and rental incorm: or approxirnarely $1, I 00. Other, net for the year ended February 29, 2012 included charges i11 connection with a 
patent law5uit of appro>Crmatcly $3,600, a contingent con,ideration adjustment of approximately S? ,000 related to a prior acquisition and an othr:r than 

temporary 1mparnnent of an investment in marketable securities of approximately $1,200. These charges were par1ially offset by gains or anpr oximJtcly 
: ,<)\;~1 :n il)tV'.)rc.i exck!ngc ;;o~1tfil2tS 1n Ll1c ~~)'.ii1h cg::Jr1ci vf h~cf:.i 2012 related tc. the l.iirsd~m3m··· ~..:::~~:.ii~ilK•,, o;·J._i t:. ;.::·.niol :ncC,ii.K of"approximJtdy S.~OO 

,;lWfC-5.1 and hank charges repw:>cnt expenses for bank obliftatwns orvoxx International Corvoration and Audrovox (k:nnariy, mtercst for 3 cnpno.l [ca~e. and 

l:Tt1Yil7?.lion ofdr:fencd financmg cost.:; on our crcdtl facility rhc mcreasc Ill these expenses !or the y{~ar ended Fcbn1ary 28, 2013, is due pnnuuily to mtercs~ 

:::<.pn1sc, te~s nnd amortization ofdefcncd financing costs related to the Credit Facility entered into ;m March !4. 2011. primarily to fund our Htrsrhmrum 
:tcqui~tti(HL 

Equrty in income o[ equity investees increased due to increased equity income of ASA Electronics, Ll ,C (AS/I.) as a result of improved salt:s end prl>litability, 

as wr.Jl as rnarkct expansion 

Fi.~ca/ 201.2 

Other, net, for the year ended February 29, ?.0 12 included charges in connection with a patent lawsuit of approximately $3,1>00, a contingent consideration 
adjustment of approximately $2,000 related to a prior acquisition and an other than tcmporaty impairment of an investment in marketable securities of 
i·~}·t-:.:;.;;;lf!>~ .... !y- ~: ~;:~~~. T! •. ::.;: -:..~-tUi 6;:.~ -;·.:t· .... fmi ;; ... ~:, .... ~~~ .... ~ ~y' o~;li.~ v~ "Pf-iiU.~iiii~~dy s i ,600 ii~ lUi ·,';iifi.~ • .;,\t;h:.mg...: z.:vrr~t~t:i.J i;.,;. ih:..: I'oo..;;-..;~ '-1~~;-;,:.:r vf ~='i:.;:;u; 
2012 related to the HirschmarUl acquisition Other, net for the year enrled February 28, 2011 included the net foreign exchange gain in U.S. dollar denominated 
as.,ets and liabilities in Venezuela of$1 ,400. 

lnterest and bank charges represent expenses for bank obligations of VOXX International Co'l'oration and Audiovox Germany, interest for a calJital iease, and 
amor1tzatron of defc1Ted iinancing costs on our credit facility. The increase in these expenses for the year ended February 29, 2012, is due primarily to interest 

expense, fees and amortization of deferred financing costs related to the Credit Facility entered into on March I, 20 ll primarily to fund our Klipsch 
acquisitioo. 

Th·o effective tax rate 111 Fiscal 2013 was an income tax provision of 36.9% on pre-tax income from operations of $3 5, 6 55 as compared to a benefit of 34% on 
:i p;t'·!LIX ;!JCI)ii!l:'. or f,")b,X9/.. ftOJ!l ':unij:-!uing upcr£1tions in tht.~ pdor ytar. The effective ta:x rate in Fiscal 2013 differs from the statutoty rate of35~1o primarily 

<iuc w state and local taxes, non-deductible expenses and the U.S. effect of foreign operations including tax rate differences in foreign jurisdictions. 

,-~~:· •::.fcc,ive tJ.X rr.te in Fiscal 2012 diJTe:s from the ~ta:utory ratr. due lo stale and locaJ t"'Xf?:E, non"deduc:ti.bt~ r.!Xp~n~:(~';; rJv~ gcncrutir;:' ::.r:-cse:.,.rr}. <Jnd 

:if:'J(:]rq-~mcrr·· crr:riil'i and the us e.ffccl or foreign operations including tax rate differences ln foreign j;.Irisdictions. 
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The effccuvc tax ralc 111 F1scal 2011 was lower than the statutory tax rate due the Company's abilily to record an income tax benefit as a sJglllficant portion of 

the Company's dcfened tax assets became realizable on a more-likely-than-not basis based on cuJrcnt opcraung results aud forecasl> of pre-tax earnings and 

U S taxable income 

The following table sets fm1h, for the periods indicated, selected statement or operations data bcginnlng With opcratmg Ill COme from operations lO rcp011ed ncl 

income aruJ bas1c and dilutr:d net i11comc per cmru110n share: 

Operatmg income 

Other mcomc (expense), net 

[ncome from operat1ons before income taxes 

Income tax expense (benefit) 

Net income 

Net income per common share: 

Basic 

Diluted 

$ 

$ 

$ 

$ 

Fiscal 

2013 

41,696 $ 

(6,041) 

35,655 

13,163 

22,492 $ 

0.96 $ 

0.95 $ 

Fiscal Fiscal 

201Z 2011 

43,874 $ 9,017 

(4,982) 3,479 

38,892 12,496 

13,243 ( 10,535) 

25,649 $ 23,031 

1.11 $ 1.00 

1.10 $ 1.00 

Net income for Fiscal 2013 was $22,492 as compared to $25,649 in Fiscal 2012 and $23,031 in Fiscal 20 II. Fiscal 2013 net income was unfavorably 
impacted by losses on forward exchange contracts and a decrease in sales in European markets, offset by the acquisition of Hirschmann, an increase in sales 
in domestic market~ and a net foreign currency gain related to the devaluation of the bolivar fuerte in Venezuela. 

During Fiscal 2012, net income was favorably impacted by the acquisition of Klipsch. 

During Fiscal 20 II, net income was favorably impacted by the net tax benefits of approximately $10,500 as a result of a partial reduction of a valuation 
allowance on deferred taxes. 

Adjusted EBITDA and Adjusted Diluted Earnings per Common Share 

Adjusted EBITDA and diluted adjusted earnings per common share arc not fmancial measures recognized by GAAP. Adjusted EBITDA represents net 
income, computed in accordance with GAAP, before interest expense and bank charges, taxes, depreciation and amortization, stock-based compensation 
expense, restructuring charges, litigation settlements and costs and foreign exchange gains or losses relating to our acquisitions. Depreciation, amortization, 
and stock-based compensation expense are non-cash items. Diluted adjusted earnings per common share represent the Company's diluted earnings per 
common share based on adjusted EBITDA. 

We present adjusted EBITDA and diluted adjusted earnings per commons share in this Form 10-K because we cons.ider them to be usc fill and appropriate 
supplemental measures of our performance_ AdjustedEBITDA and diluted adjusted earnings per common share help us to evaluate our performance without 
the effect~ of certain GAAP calculations that may not have a direct cash impact on our current operating performance. In addition, the exclusion of costs 
relating to the Company's acquisitions, restructuring and litigation settlements 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. Adjusted EBITDA should not be assessed in isolation from or constroed as a substitute for 
EBITDA prepared in accordance with GAAP. Adjusted EBITDA and diluted adjusted earnings per common share are not intended to represent, and should 
not be considered to be more meaningful measures than, or alternatives to, measures of operating p~rfonnance as determined in accordance with GAAP. 

Reconciliation of GAAP Net Income to Adjusted E81TDA and Adjusted Diluted Earnings per Common Share 
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As of Februa1 y ?.g, 7.0 I 3, we had working capital of $200,703 which includes cash and cash equivalents of $ i 9, Tl'l compared with working capital of 
$184,282 at February 29, 20i 2, which included cash and cash equivalents of$ I 3,606. The increase in cash is primarily due to draws on the Company's 
Amended Credit Facility (a portion of which was used to finance the purchase of Hirschrnann). These increases were parti.ally offset by the purchase and 
renovation of the Klipsch headquarters, repayment of outstandine bank obhgations, and an increase in inventory. 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 mav utilize all or a portion of current ca~ital resources to !JUrsue other hwdnt~ss oppnr11mitlP..~. inr.hulin_o: Jwrptic..:ilion~ 0r p;:.v down ('lt.!r 

debt. The following table summarizes our cash flow activity for all periods presented: 

Cash (used in) prov1ded by: 

Operating activities 

Investing activitie') 

Financing activities 

Effect of exchange rate changes on cash 

Net (decrease) iitcn,ase in cash and ca.Sh equi valcnts 

$ 

Yeat· 
Ended 

fd>ruary 7.8, 
2013 

25,5?3 

(125,574) 

$ 

Year 
Ended 

February 29, 
10!2 

62,867 :t 
(179,4!0) 

108,254 3!,416 

Year 
Ended 

:february 23, 
2011 

32.130 

1,420 

(4,382) 

·--------~-----.,.---'(-'2,_03-c-2"'-) ---,..----l-03_ 

..:..s ____ ·. _6..:..,-1_7_1_·-_s_· _____ J!s.o~~- ~-----·------~:~~!~2---

Operating nctivi<ics provided cash of' $25,523 for Fiscal 2013 from: i) net income generated from operations of $22.492, and depreciation and amortization of 
,1:~ 6,·146, and; ii) incrcar:;cd a::connts payable, partially off.c;et by increased accounts receivable and inventory, due yrimari.ly to th~ acquisition of 
r Lrscl·,tf!~~n•i 

invcsung activi[[cs used cash ot· $ i L.:,,5 74 durtng fiscai 2013, pnrnmity due to the acquisition of Hirschmann on March i4, 2012, as well as due to the 
purclmsc anJ r~nonliun of the Klipsch headqua11crs facility, the purchase of buildings in Germany and Venezuela an<l the Company's system upgrade. 

Financing activities provided cash of $1 og,254 during Fiscal 20!3, primarily from cash draws from the Company's Amended Credit Facility to finance the 
acquisition of llirschmann, offset by the repayment of tho'c obligations, as well as other bank obligations and mortgages. 



From lvli!i eli I 7017 through March 13, 2012, we had a revolving C1Cd1t filcllity ("the Credit Facility") with an aggregated commined availabd!ly of up to 
$175 million. The Company could borrow under the Cre<ht Facility i!S needed, provided the <~ggrcgate <~mounts outstanding did not exceert R5% of certain 
eligible accounts rccc<vable, plus o:i% ofcer1ilin eligible inventory balances less the outstanding amounts fi>r Lcttc!S ofC1cdit lJsagc, if applicable. This 
amount could be fur1he1 reduced by the aggregated amounts of reserves that may be 1equired attlie rcason<~blc disc1ction of Wells Fa~ go 111 its role as the 
Administ1a1ivc Agent. Gene< ally, the Company could designate specific bon owings under the C1edit facility as eitherl3ase Rate Loans or Lll30R Rate Loans, 
except that Swing Loans could only be designated as Base Rate Loans. Loans designated as Lll30R Rate Loans bear interest at a rate equal to the then 
applicable LIBOR rate plus a range of2.25- 2.75% based on excess availability in the borrowing base. Loans designated as Base Rate loans bear interest at a 
rate equal to the base rate plus an applicable margin ranging from 1.25- 1.75% based on excess availability in the borrowing base. nus facility was amended 
and restated as indicated below on March 14, 2012. 

On March 14, 2012, the Company amended "'nd restated its Credit Facility (the "Amended Facility"). The Amended Facility prov1des for senior secured credit 
facilities in an aggregate principal amount of $205 million, consisting of a revolving credit facility of$130 million (comprised of a U.S. revolving credit 
facility of $80 million and a $50 million rnultieurrency revolving facility, of which up to the equivalent of $50 million is available only to VOXX 
International (Gennany) GmbH in euros) and a five year tcnn loan facility in the aggregate principal amount of$75 million. $60 million of the U.S. 
revolving credit facility is available on a revolving basis for live years from the closing date. An additional $20 million is available during the periods from 
September 1, 2012 through January 31, 2013 and from September l, 2013 through November 30, 2013. The Amended Facility includes a $25 million 
sublimit for issuers of letters of credit for domestic borrowings and a $10 million sub limit for Swing Loans. 

Generally, the Company may designate specific borrowings under tbe Amended Facility as either Alternate Base Rate Loans or LIDOR Rate Loans, except that 
Swing Loans may only be designated as Alternate Base Rate Loans. VOXX International (Ge~ny) GmbH may only borrow euros, and only as LIB OR rate 
loans. Loans designated as Lll30R Rate Loans shall bear interest at a rate equal to the then applicable LffiOR rate plus a range of 1.25 - 2.25% based upon 
leverage, as defined in the agreement. Loans designated as Alternate Base Rate loans shall bear interest at a rate equal to the base rate plus an applicable margin 
ranging from 0.25 - 1.25% based on leverage. 

All amounts out,tanding under the Amended Facility will mature and become due on March 13, 2017. The COmpany may prepay any amounts ouManding at 
any time, subject to payment of certain breakage and redeployment costs relating to LID OR Rate Loans_ The conunitrnents under the Amended Facility may be 
irrevocably reduced at any time without premium or penalty. The $75 million five year ~erm loan facility is payable in twenty quarterly installments of 
principal commencing May 31, 2012, each in the amount of$3,750. 

The Amended Facility requires compliance with financial covenants calculated as of the last day of each fiscal quarter, consisting of a Total Leverage Ratio, a 
Consolidated EBIT to Consolidated Interest Expense Ratio and Capital Expenditures_ 

The Amended Facility contains covenants that limit the ability of certain entities ofthe Company to, among other things: (i) incur additional indebtedness; (ii) 
incur liens; (iii) merge, consolidate or exit a substantial portion of their respective businesses; (iv) make any material change in the nature of their business; 
(v) prepay or otherwise acquire indebtedness; (vi) cause any Change of Control; (vii) make any Restricted Payments; (viii) change their fiscal year or method 
of accounting; (ix) make advances, loans or investments; (x) enter into or permit any transaction with an Affiliate of certain entities of the Company;· or (xi) 
use proceeds for certain items (including capital expendill!res). On May 14, 2013, the Company received a waiver for non-compliance with the covenant 
limiting the use of proceeds for capital expenditures. As of February 28, 2013, the Company was in compliance with all other debt covenants. 

TI1e Amended Facility contains customary evt!nts of default, including, without limitation: failure to pay principal thereunder when due; failure to pay any 
interest or other amounts thereunder for a period ofth.ree (3) business days after becoming due; failure to comply with certain agreements or covenants 
contained in the Amended facility; failure to satisfY certain judgments against a Loan Party or any of its Subsidiaries (other than Imm~tcrial Subsidiaries); 
certain insolvency and bankruptcy events; and failure to pay when due certain other indebtedness in an amount in excess of $5 million. 

The Obligations under the Amended facility arc secured by a general lien on and security interest in the assets of certain entities oftbe Company, including 
accounts receivable, equipment, substantially all of the real estate, general intangibles and inventory provided that the assets of Hirschmann Car 
Communication GmbH and the foreign guarantors will only secure the Foreign Obligations. All Guarantors other than subsidiaries of Hirschmann Car 
Conunuttication GmbH have jointly and severally guaranteed (or will jointly and severally guarantee) the obligations of any and all Credit Party Obligations, 
and each Foreign Guarantor will jointly and severally guarantee the obligations of Hirschmann Car Communications GmbH under the Credit Agreement (i.e., 
the Foreign Obligations). 
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·,n1 ~.tc~Jch 1'1, .!.t112, llt( CornpJny bnLTOwcd apJHOXttllittcly :)J4g mtllton under tlu:; :nlwmJ .. :d CJl'dtt Cacihty <.-iS a result ol it:-; stock purch,l.s~..: agrrement JC'iatL"d 
;(j ! ltt.'>Lil!ll,lll!l (-.~..·,_·Nut::.~ of rh~..' Ct11l.:;t)!JlLllcd hn.mcta! St:-tkm.~ntsJ 

~~:ttractu~J Cash Oblig~~io_~~------------ ____ ·_r_o_ta_l __ 

Less than 

I Year 

1-J 

\'ears 

4 s 
Years 

Aflcr 

5 Years 

Capital lease obligation (l) S 9,509 S "}74 s 
9,052 

1,148 $ 1,949 s 5,838 
661 Opcmting leases (2) 16.704 

')(·he).- Comm.itmcnts 

8ank obligations 13) 

Stand hy lettets of credit (4) 

Commerr.iallcllcrs of credit (4) 

Other (5) 

Contingent earn-out payments ancl other (6) 

Pension obligatio<l (7) 

Unconditional purchase obligations (8) 

Total commerCial commitments 

Total Commitments 

s 155,676 

817 

273 
23,661 

3,914 

8,440 

105,193 

$ 297,974 ---------
$ 324,187 

:;. lG,l~ I 

817 

273 

9,G77 
1,998 

560 

105,193 

5,796 1,195 
--------·-----·- -· ----------------------

6,oH4 

6,964 
1,916 

1,2!6 

J,i·i4 

?.,629 

5!0. 

!----~~.:..'? ... : ... --~~-- $ ___ 14_2.;..,4_74 
$ 144,485 $ 17,040 $ 145,618 

..--.--.. ----·-

4,391 

6,154 

$ 10,545 -------------
(I) Represents total payments (interest and principal) due lmder a capital lease obligation which has a current (included mother current liabilities) and long 

teim principal balance of$164 and $5,764, respeclivcly at February 28,2013. 

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

(.l) Represents amounts outstanding under the Company's Amended Credit Facility and amounts outstanding umlcr the Audiovox Germany Euro usset-based 
lending facility at Feb_ruary 28,2013. 

~--, C\,mn-.en.:ial h.:ttcrii of crcfilt rtrc i.->s"Ltcd duxinu the urdma.y course url.JLISiflt.:.SS i.lHou~b 1uajur Jom(:;:;tic bank:s us rc4uc.';t0d by certain suppliers Wr:. abo 
issue standby letters of cn:dit to sr.cHrc certain insurance requirements 

(~) The amount includes amounts outstanding unde1 a c::~.ll-pat opfton with certain cmp[oy~cs of Audiovox Gcm1any; amounts outstanding under a tenn loan 

agreement for Audiovox Germany; an assumed mmtgagc on a facility in connection with our Klipsch acquisition; and amounts outstanding under 
JDO!tgage!i for facilities purchased at ~ch·.vaiger BnC Kllpsch. 

((,) H f'prcsents contingent payments &nd other liabilities in connection with the Thomson 1\udio!Vidco, Invision and KJipsd1 acqui~;it.ions ·~:-;e~ Ntit.i-' '} ·.Jf th·~~
~~.-,n,,:J!trhtr:d Firl:'\.il':·i::ol St:-.tern~:nt.~;. 

:; l<.eprr::SC!ds the lmlJJl!ly ::l_)r eEl t:m[l!oyer rlr.finr·.d bent~r;: pcn<;ion pl~n covt~ring cc11~1in ~~l!gtb!e H!rsc!ur!arm C!!lp!oy<!cs, as well as a retirement incentive 
accmal for cenain Hirschmam\ employees. 

(8) Open purchase obligations rcprc.~cnt inventory commitments. These obligations arc not recorded in the consolidated financial statements until 
commitments are fulfilled and such obligalions arc subject to change based on negotiations with manufacluicrs. 



(9) At February 28, 2013, the Company had unrccognrzcd tax benefits of $11,463. A reasonable estimate of the timing related to these liahdnrcs L' not 
posstblc, therefore such dmounls <HC nol teflcctcd in thts conlractual obligation and cormnitments schedule. 

We regularly review our cash fundmg rcquirenrcnh and attempt to mecr those requirements through a combination of cash on hand, cash provided by 
operations, available borrowings 111Hle1 bank lines of crcdir and possible nnurc public or private debt an<Vor equity offerings At times. we evaluate possrblc 
acquisitions of. or mvcstrncnts in, bus messes tiM. I arc complenlentar y to out~. wluch trans<icl ions may require the use of cash. \Vc bel icvc that our cash, other 

ltq!Jid assets, operating cash flows, credit anangements, access to equity capital markels, 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 ftmds tluough 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 bo available in the future or that if available, such financing will be obtainable 011 tenus favorable when 
required. 

0/J-Bnlance Sheet Arrangements 

We do not maintain any off-balance sheet anangements, 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 InOation and Currency fluctuation 

To tbe extent that we expand our operations in Europe, Canada, Latin America and the Pacific Rim, the effects of inflation and currency fluctuations could 
impact our fmancial condition and results of operations. 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 2013, 2012 and 2011, the Company held forward contracts specifically designated for hedging (see Note l(e)). As of February 28, 
2013 and February 29, 20 12, unrealized gains of $197 and unrealized losses of$( 123), respectively, were recorded in other comprehensive income associated 
with these contracts. During the fourth quarter of Fiscal 2012, the Company entered two forward contracts in the amount of$63, 750 to hedge the euros 
required to close its pending Hirschmann acquisition in the first quarter of Fiscal 2013. Titese contracts were not designated for hedging, and as such, were 
valued at February 29, 2012. A gain of$1,581 associated with these contracts was recorded through other income during Fiscal2012 and a loss of$2,670 
was recorded during the first quarter of Fiscal 2013 when the contracts were settled. Additionally, the Company acquired 36 contracts in conjunction with the 
Hirschinann acquisition that were unable to qualify for hedge accounting during the year ended February 28,2013. Thirty two of these contracts were settled 
during Fiscal 2013 for a gain of $1 06 and recorded through other income. 

Effective January I, 2010, according to the guidelines in ASC 830, Venezuela had been designated as a hyper-inflationary economy. A hyper-inflationary 
economy designation occurs when a country ha.~ 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 I, 20 I 0 and continues to account for Venezuela under this method. 

ill February 2013, the Venezuelart govcmment announced the devaluation of the Bolivar fuerte, moving the official exchange rate from 4.30 to 6.30 per U.S. 
dollar. The devaluation resulted in a one-time net currency exchange gain of approximately $2,400 in the fourth quarterofFiscal2013. 

The Company has certain U.S. dollar denominated assets and liabilities in its Venezuelan operations. OurTICC bond investment (sec Note l(f)) and our U. 
S dollar denominated intercompany debt have been subject to currency fluctuations associated with the devaluation of the Bolivar fuerte, the most recent 
devaluation taking place in February 2013, and the temporary institution in 2010 of a two-tier exchange rate by the Venezuelan government. The TICC bond is 
valued at the current Venezuelan exchange rate of 6.3 and classified as a held-to-maturity investment at amortized cost at February 28, 2013. 

Seasonality 
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t\s ,1 result of the <:cquisJtJon o( Klipsch, the Company 3:-.::,umcJ a lca-;t~ for !lh' facilll~' hou:-;1ng the Klip~;ch l~t.::ackjuartcrs 111 lnJianapolis, IN The ksso1 was 
WoodvJew, LLC ("Wood\'Jcw"). uf which ccnam panncrs are execulivc' of Klipsch On April 20. 2012, 1hc Company purchased this buildu1g from 
\VlJOdvr~w fo1 Sl0.9milliun. The Company patd cash ofSJ.lmillron at closmg plus SlOG in clo~ine co<;ts, and assnmed the mor1g;tge held by \VoodvlC\v in 
the amount of$7.8 million. The mortgage 1::> due tn June 20iJ and bears tntcrcst at5.85'!-0 

Y·-1-:. <Jrt required to Jdopt ceria1n new accounting prow .. 1uncc!lH:!nt::i. See >.iotr. l(\1.') lO O\Jr consolaJatcd f"rnanr:ial s:atcrncm:; of'lhis Annual Report Oil Fonn lO--X.. 

The market risk mhcrent m our market instruments and positwm is the potential loss arising from adverse changes in marketable equity security pri.ces, 
imcrcst rate~ and fon!Jgn curTcney exchange raws. 

Marketable Securities 

Marketable securities at February 28, 20 l3, which are recorded at fair value n[ $1,660, include an unrealized gain of $3 and have exposure to price 
fluctuations. This lisk is estimated as the potential loss in fair value resulting from a hypothetical I 0% adverse change in prices quoted by stock exchanges 
drtd alfloi..llil.S to lJOb a~ oi February 20, ~U l.l. Actual results 1nay £iln"er. 

fnlerest Rate Risk 

Our camings and cash flows are subject to tluctuations due to changes in interest rates on investment of available cash balances in money market funds and 
investment grade corporate and U.S govennncnt securities. Cun·cntiy, we do not ust: interest rate derivative instruments to rrtanage exposure to interest rate 
charrgcs. In addtlmn, our bank loans expose 11s lo changes in short-tern1 interest rates since interest rates on the underlying obligations are either variable or 
fixed. 

We are subject to risk from changes tn foreign exchange rates i(x our subs1diancs and marketable securities that use a foreign currency as their functionai 
currency and arc translated into U.S. dollars. These changes result 1n cumulattvc translation adjustments, which arc included in accumulated othet 
comprehensive income (loss). At February 28, 2013, we had translation exposure to various foreign currencies with the most significant being the Euro, Hong 
Kong Dollar, Mexican Peso, Venezuelan Bolivar, Hungarian Forint and Canadian Dollar The potential loss resulting from a hypothetical I 0% adve-rse change 
in quoted foreign cuncncy ex chance ratc·s, as o[ February 28. 2013 amounts to $3,088. Actual results roay dirt'cr. 

The Company co~:tinucs tc. n'l\!nti.or- :be pohl!cd .::.,ld r:·.:·.:xJou.ic ::i.im;:-if·. iil Ven(:T.ucia Vr:nc:..ruC"!t~ r~prc:;c.n!s t .4% ofycnr f.o date: saics. The .. najorjty of asset:: 
invc-slcd m Vcr.<::zuek r\rc C?..sh related and arc .:;ubjcct tc g.)v.-::rnmc..~n{ f\)rc1gn exchange corttlois iucluding ifs invcstmenl in Venezuelan f,O\'C:rnment bonds (s,~\; 
Nqt~:· !{!}) 

II em 8-Consolidated Financial Statements a;~d Supnletn~fllarv Data 

]·1 



The infonnatron required by this irem begins on page )]_of tlus Annual Report on Fonn I 0-K and is incorporated herein by reference. 

Item 9-Ch:Htl!C" in :111d Dis3grccments with Account;_llitS 011 Account inn and Financial Disclosnre 

Not applicable. 

Item 9A-Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 

VOXX International Corporation and subsidiaries (the "Company") maintains disclosure controls and pmcedures that are designed to ensure that infom1ation 
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 infonnation is accumulated and communicated to 
the Company's management, including its Cluef Exccuttve Officer and Chief Financial Offrcer, as appropriate, to allow timely decisions regarding required 
financial disclosures. 

As of the end of the period covered by this report, the Company canied 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 11a-15. B~sed upon this evaluation as of February 28,2013, the Chief Executive Officer and 
Chief Financial Officer concluded that the Company's disclosure contTOis and procedures are effective and adequately designed. 

Management's Report on Iuternal Control Over Financial Reporting 

The Company's management is responsible for establishing and maintaining adequate internal control over financial reporting; as such term is dcfmed in the 
Securities and' Exchange Act Rules 13a-15(f) and 15d-15(f). The Company's internal control over ftnancial 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 and includes those policies and procedures that: 

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

Provide reasonable assurance that transactions are recorded as necessary to permit preparation of fmancial 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 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. 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. 

Management evaluated the effectiveness of the Company's internal control over fmancial reporting using the criteria set forth by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO) in Internal Control-Integrated Framework. Under the supervision and with the participation of the 
Company's management, including the Chief Executive Officer and Chief Financial Officer, the Company conducted an evaluation oft he effectiveness of its 
internal control over financial reporting as of February 28, 2013. Based on that evaluation, management concluded that the Company's internal control over 

.. fmancial reporting was effective as of February 28, 20 13 based on the COSO criteria. 

The certificatibns 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 
!O-K includes, in paragraph 4 of such certifications, information c~mceming 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 28,2013, has been audited by Grant Thornton LLP, an 
independent registered public accounting finn who also audited the Company's consolidated financial statements. 
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RJ·:PO!H OF JNDEI'ENDI-:NT R£C!STI·:ru:D runuc ACCOUNTING FIRM 

Board of Directors and Stockholders 
VOXX lnternalional Corporalion 

We have audited lhe internal control over financial reporting of Voxx lntemational Corporation (a Delaware corporation) and subsidiaries(the "Company") as of 
February 28,2013, based on criteria established in Internal Control- Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO). Tite Company's managemenl is responsible for mamlaining effective intemal control over financial reponing and for its 
assessment ofthe effectiveness of internal control over financial reponing, included in the accompanying Management's Repon on Internal Control Over 
financial Reponing. Our responsibility is to express an opinion on the Company's intcmal control over financial reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Tbose standards require that 
we plan and perfonn 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 fmancial reponing, 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. 

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reponing and 
the preparation of financial statements lor external purposes in accordance with generally accepted accounting principles. A company's internal control over 
financial reporting includes those policies and procedures that (I) 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 pennit 
preparation offmancial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company arc 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 U1at controls may become inadequate because of changes in conditions, or that the degree of compliance 
with the policies or procedures may deteriorate. 

ln our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of February 28, 2013, based on criteria 
established in 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), the consolidated fmancial 
statements ·of the Company as of and for the year ended February 28, 20 l3, and our report dated May 14, 2013 expressed an unqualified opinion on those 
financial statements. 

lsi GRANT THORNTON LLP 

Melville, New York 
May 14,2013 
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I ht·rc ''-'ci·c no m:1k;t:Jl ch.1n:}J''\ 111 ullt in\~·m.d (t)Jllf· .. •! O\.,_J f~r~J;K; J! lt')•:...Hl\C~.:. (~1:.; ~111.h ::.:JJr; :~ ,J,.:ftn •. d tn L.:L!l.tll!~..: 1\cl l~iJk-; 13Z! I :)ll) .1nd l ~·d· J ·it!']) dtlrH1:5 

filL' !llt>st rN.t.'lttl~' L<Hllpklt'd 1·1:-.._al fntn!h l]tldliL: '· n,kt\ h __ ·hntdr)' iS !0 I I co\ tTt'd hy- :h15 il'Pull, th;H ht11 t.' lllaH'It<ll !y ;dl~..T!L'd. or an· l.._·a:-;nrubly l,k,__•[\ !11 

Jlld:;.'!t·d!v tJr',·,·: :>1:r :nkrru: >'lll·:! ''· : ··11"111• :-.1 1 ·p.· 

The infonnation required uy IIC\ll 10 (Ditcclots. Excc\lli\'C Officer' and Corporate Ciovernancc), Item II (FxccultVC Compensation). I tent 12 (SCCIII!Iy 
Ow(JC(~hip ufCt..:Jt<-1111 Bem:CiLial Ow11n~ and iv1<1uagt:ulL'Hl and Rdakd Stuckhold~r Mat1121S}, Item 13 (Cc11ain Relationships and Related Transaction'i, and 
Dtrt!ctor lndcpcndcncc) and Item 14 (Princtpa\1\.ccounting I'ccs and Service:.;) of Fonn 10-·K, will he included 1n our Proxy Stalcmcnt for the t\nnuCJ! meeting of 

Stockholders, which will be filed on or before June 28, 2013, and such Ill formation is incorporated herem by reference 

(3) Exhibits. A hst of exhibits is included :;ubsequcnt to Schedule ll on page S-l 
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VOXX INTEHJ'I/AT!ONAL CORPORATION 
INDEX TO CONSOLIDATED F!NANCIAL STATEMENTS 

Fin~•ncial Statcn1ents: 

Report of fndcpendcnt Rcgtstcrcd Publtc Accounting Finn 

Consolidated Balance Sheets as of February 28, 20 I 3 and Feb111ary 29, 2012 

Consolidated Statements of Operations and Comprehensive Income for the years ended february 28, 2013, February 29, 2(}[2 and February 
28, 201 t 
Consolidated Statements of Stockholders' Equity for the years ended February 28,2013, fel.m1ary 29,2012 and February 28,2011 

Consolidated Statements of Cash Flows for the years ended February 28,2011, febn1ary 29,2012 and february 28,2011 

Notes to Consolidated Financial Statements 

Financial Statement Schedule: 

Schedule II- Valuation and Qualifying Accounts 

39 



1(,_,:'1:\(;; ]) ;r,,J ·.,,. !.l, :J. 

. ·~·.--.., '. / ·-.' 

statcn1~nts mc!udcd the financ1al statement schedule listed in the ind~...: appearing under ftcrn 15. The-~~ financial slatcm~nls ;md financ1al statement 

schedule arc the rcspon"biliry of the Company's ma~agcmcnt. Our rcsronsrbility is to express an opinron on these fmancral statements and financial 
statement schedule based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Ovcrsrght Board (United States). Those standards 
rc:quire that we plan and r~-:rfornt the audit to obtain reasonab!c DcS:·;u::;q,::;>.. 2ho;Jt whether the-. finc:mc~?:.l st:tf.G!TIC:rtts arc. frc~ ·J!" n:~tcri3ltnlsst;JU;m.cnf. An 
audit includes exa1nining, on a test basis, evidence supp(lftlllg tl.w arnr;unt~; and disck1sure.s in ihe fl:uncJ~.il statcrncru.::.. :'\r: Jud11 also include!) 
asscs~ing tllt: accounting priHcJpies used and significant eSf.JWal.e:; m::~de by manaL~e~ncnl~ ~lS •.;.;e!! as c~vaiu;:;;~ing i.hz- ovC:'rali t1nanciai sratctncnl 

y~-cscntation We believe lhat our audils provide a reasonable bt~qs for our opinion. 

in our opinion, the consoitdatcd iinanctai statements refcHed to above present fairly, in ail material respects, Ihc flnanciai position ofVoXcx 
International Corporation and subsidiaries as of February 28, 20 l :l and February 29, 2012, and !he results of their operations and their cash flows for 

each of the three years in the period ended February 28, 2013 in confonnity with accounting principles general!y accepted in the United States or 
America. Also in our opinion, the related financial statement schedule, when considered in relation to the basic Gonsoiidatcd finoncial statements taken 
as a whole, presents fairly, in all material respects, the information set forth therein. 

We also have audited, in accordance with the standards of the Public Company'Accounting Ove;·sight Board (United States), the Company's internal 
control over financial reporting as of february 28, 2013, based on criteria established in Internal Control- lntegraced Framewvrk issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO) and our report dated May 14, 2011 expressed an unqualified 
opinion. 

lsi GRANT THORNTON LLP 

Melville, New York 

May 14,2011 

40 



Assets 

Current a.;;scts. 

Cash and cash equivalents 

Accounts receivable, net 

Inventory 

Rer:t!ivables from vendors 

Prepaid expenses and other current assets 

Income tax receivable 

Def"errcd income la.Jtcs 

Total current assets 

Investment securities 

Et]uity investments 

Property, plant and equipment, net 

Goodwill 

lntaogibh;, assets, net 

Def"erred income taxes 

Other assets . 

Total assets 

Liabiliti~:and_ ~-~~~id;~id~~: Equii}- -; 
Current liabilities: 

· :_Accou'!t!;.P~iahle _ 

VOXX lnfernation~l Corporation and Subsidiories 

Consolidated Balance Sheets 

February 28,2013 and February 29,2012 

{In thousands, except share data) 

Accrue<!_ expenses and other current liabilities 

Accrued sales incentives 

.. J:?e"fe~d inc~[n~ .. ~x.CS: ··,_ .. '· 
Current portion of long-term debt 

... r:~.~~~ ~~~e.·~~ _ii~bu·~~~s 
Long-tenn debt 

~apital_lea~e obl_iga~?D 

Deferred compcnsati~n 

ptber tax l~bililics 

Deferred tax: liabilities 

Other long-terrn_liabilities 

Total liabilities 

Commi~~-n~s -~d e·o~~~~C,~ies 
Stockholders' equity: 

Preferred stock 

Common stock 

Paid-in capital 

Retained earnings 

Accumula!ed other comprehensive loss 

Treasury stock, at cost 

Total stockholders' equity 

Total liabilities and stockholders' equity 

See accompanying notes to consolillated financial statements. 
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Fdnu:try 28 1 February 29, 
2U13 2UI2 

19,777 13,606 

152,596 142,585 

I 59,099 129,514 

9,943 4,011 

12,017 13,549 

448 698 

3,362 3,149 

357,242 307,112 

13,570 13,102 

17,518 14,893 

76,208 31,779 

146.680 86,069 

205,398 175,349 

924 796 

11,732 •i.7'8i. 
$ 829,272 $ 632,882 

$ 56,894 $ 42,026 

51,523 52,679 

5,103 5,?64 
16,821 18,154 

178 515 

26,020 3,592 

156,539 122,go ~; 

148,996 34,860 

5,764 5,I96 

4,914 3,196 

9,631 2,~~3 . 

43,944 34,220 

14,948 7,840. 

384,736 211,085 

254 250 

283,971 281,213 

185,168 162,676 

(6,497) (3,973) 

(18,360) (18,369) 

444,536 421,797 
----------
$ 829,272 s 632,882 



' '.! -~ .~ I~ , 

Cost of sales 

Gross profit 

VOXX futr1 natioilai Corporation ~1nd ~·otJh-.it!J:IrW' 
COJLI.iol ida tr.d St:tletnrJJt \ of ( )!H.'nttion" and Co mp relu·n~i' l' I nconw 

Years Ended hbruar)' 2B, 2011, Fei.Jruary 29,2012 :llll! Ff'!uu::rr n, }01! 

(fn thou\·and\·, exce;Jt .-,!lure and per \hart' datn) 

-~ 

104, 10! 

202,955 ---------

Operating expenses: 

~:e!ling 

(ic!tcn!l ::!nri ad.ministrativ.-:; 

Eni~lncc.r me ;:md i·c;;hni::al supp?1 ... 

Acquisition related costs 

Total operating expenses 

Operating income 

Other (expense) income: 

Interest and bank charges 

Equity in income of equity invcslee 

Other, net 

Total other ( ex!Jcnses) income, net 

Income from operations before in~om_~ taxes 

Income tax expense (benefit) 

Net ineomc 

Other comprehensive income (loss): 

Foreign currency translation adjustments 

Denvative.'i designaied for hcdgiu~ 

Roclassificarion adjustm~ut of otht:r-tharHcrnporary impairment loss (gain) on available 

fOr-sale investment into net income 

Pension plan adjustments, net of tax 

Unrealized holding g11in (loss) on availab!c-for-saic inv<:slmcnl securities rrisinp; during 
the period, net of tax 

Other comprehensive income (loss), nc! of tax 

t""'mnpr'!"hensive i11Comc 

i'ict income per common share (basic) 

Net income per common share (diluted) 

Wcightcd-avernge common shares outstanding (basic) 

·;·,r_: 

'·f_' 

2.6,9} ~ 

U26 

41,696 

(8,288) 

9.1 ,"21 ~) 

; "; ,X25 

l5S\0Ki 
- -------~~·· 

43,874 

(5,630) 
'4,880 4,03') 

(l,633) ___ (3,387)._ 

-------- (6,(\4! \ 

35,655 38,892 

13,163 13,243 

22,492 25,649 

(1,28[) (l,\53) 

(I "74) ( j 3 J "; 

L225 

(1,031) 

(3fl) 
·-···----~--

--- _(_72~2_'1_) ( 124) 

l '1,968 --- ~~5,525 ,_ 
·-···-~- --~-···. 

j; 0.96 $ Lll ____ ............. ~-...--- ..... 

$ 0.95 $ 1.10 

23,415,570 23,080,081 

4l7,7l) 

123,937 
·----------------

-~·t,')! 7 

(;7,262 

j 1,934 

1,7.07 

9,017 
·-·-----~---

(2,630) 

2,905 

3,204 -·------------

12,496 
(10,535) 

23,031 

795 
238 

1,600 

'/96 
····-·--·---·--·~--~·--

3,429 
·- ...... -------~--,. :\),460 ' ._. -·"·-~···----~, ..• 

J; 1.00 

$ 1.00 

22, 918,7')4 



VOXX International Corporation and Suhsidiaric.~ 

Consolidated Statements of Stockholders' 1-:quity 
Years Ended February 28, WIJ, February 29,2012 and February 28, 21lll 

(ln tlrousrzrrds, except share tlata) 

Class A Accumulated Total 
and Class R other- Stock-

Com moo raid-in Hclaincd comprehensive Treasury holders' 

Stock C>pital Earnio~s income Ooss) SIOl'k cquily 

Balances atl'cbmary 28, 2010 $ 247 $ 275,684 $ 113,996 (7,278) $ ( 18,386) 364,261 

Net income 2l,OJ I 23,01 I 

Other comprehensive Income, net ofta.\: 3,429 3,429 

Exercise of stock options onto 189,125 shares of 
common stock 91 I 9)2 

Stock-based compensation expense 1,284 1,284 

lssuance of975 shares of treasury stock (J) 10 7 

Oalanccs at Fcbmary 28, 2011 248 277,896 137,027 (3,849) (18,376) 392,946 

Net income 25,649 25,649 

(_)ther comprehensive income, net of tax (124) (124) 

Exercise of stock options into 61,8/5 sbares of 
common stock 2,235 2,237 

Stock-based compensation expense 1,082 1,082 

lssu~nce of720 shares oftrea~ury stock 7 

llnlnnces ai February 29,2012 250 281,213 162,676 {3,973) (18,369) 421,797 

Net income 22,492 22,492 

~thcr co.mprchensivc income. net of tax .. {2,524) {2,524) 

Exercise of stock options into 404,852 shares of 
common stock 4 2,323 2,327 ... 
Stock-based compensation expense 435 435 

Issuance of 1,000 shares of treasury stock 9 9 

Balances at Fehrwuy 28,2013 s 254 s 283,971 ·s 185,168 s (6,497) $. (18,360) $ 444,536 

See accompanying notes to consolidated fittancial statements. 
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\'OX X. lniernatiorwl Corporation :.~nO Suh.r..idic\ril'\ 
Consoli(bttcd Siatcn1ents of Ca•\11 Flows 

Vf'ar~ Eudcd Fehru<ny 1.8, 20i_l, 1 Fdnuary 21
\ .!012 :111d l;l'h! nar~ 2i( 21ll! 

(Amount\· in thousunth) 

AdJU'>Imcnt.'> 111 ICl'!)!lcilc net mcumt: ltJ net ca.':.h ~ro~1dcd b~· op.:rt~ltng .\CiiVIl'•'' 

D.:prcclatton and :'lml)ni.r.alion 

Amortization of deferred financing cost:> 

Bad d~bt expense 

bjuity in in.:omc of equiry invl.!stcc 

Less on disposai of pu.Jpcr~y. pl;i.llt and equipment 

~>'n-:cash i':ompr:nsal!on adJU!itmcnl 

:-.lo1~.-<'ash stoc:k bao;l"~ com.pt::•l_,;nli()n {:~.r~r.o;t;" 

Realized loss on sale ofin~estment 

Impairment loss on marketable securities 

-,ax benefH on stoc~ ~tio~s exercise~ 

OWlge.<; in operating a.o;sels and liabilities (net of assets and liabilities acquired): 

Accounts receivable. 

Inventory 

Recel vnbles from vendors 

P_rep~id eXpenses ~nd oth~.r 

lnveslment secwities-trading 

Account' payable, nCcmed ~xpenses, accmed sales incentives and other CWTent 
.·liabilities · · · 

16,4·11· 

1./10 

UT' 

(4.RR0) 

!..l 

''':'/\ 

';2l 

li ~{ ; 

(i 17) 

13,:J82 

(9,982) 

(S,824) 

(2,865) 

(210) 

(13,51!) 

10,295 7.865 

6~0 

i,"/71 1,022 

(".0.1\1 (2.905) 

. , ·!i :r~ 1,". 

'i,:) .'~ ·] ~(,L' 

)._)f 61 

(I :1 ~ .! 'i 

l,OH2 : ,2f;4 

182 

1,:us l,OOO 

(I.U·16) 

(8,814) 22,462 

l3,269 (1/.,007) 

4,363 2,802 

(5,908) 4.657 

357 (646) 

12,698 (9,271) 

~come tues p~~able ~. t 9"/ 6)022 3,428 

Net Cash provided by operating uctlvitles 

C<hh flows from inve:s:ting activities: 

Purclwses of property, plant and equipment 

Purchase ofshort-tcnn investments 

Sale of long ·tt:nn investment 

Purchru:c of lon~-rerm investment 

Decrease m notes receivable 

Pur.:h;;.sr. ofa_cquircd bll';inesscs, less cash acquired 

Net ~;ash (used in) provided by investing aclivi11co; 

r>.~h flows frorn financing nctivitie.,.: 

~~r:p::~rrnec~~ of s},ori lcnn dcht 

Borrowing-; from bank obligations 

P1 i.utipal payrnenh;. un cHpitallcasc obligation 

Proceeds fronl c:~~:crcisc of ,o;tock options and walTaots 

Ocfcncd financing cost'> 

Tax expcn!>~ on stock options exercised 

Net cash provided by (used in) financing activilic;.s 

.. ·~' 

. ;:; 

C'.t.'>h and ~~-lsil cquivaJ,~nt.•, Jl end ofy(;ar 

:-.upplrmNH.tl t:.01~h FU11r iilform:Jiwn: 

Ct:a~h pa;d durinr; the period fllr: 

h.kn.:st, ..:x..;ludiug hank charec~ 

!nct~mr.:' tJx::s (n.:-t of rdunds) 

------·--·--·---- -----·---------.. 
7.5,523 62,867 ]2,130 

---'-- ·--------·--·--- -----·-------

(20,2101 

(26 I) 

34 

(10~.137) 
-----~----

(l~i) 

l46,9i i 

(37,4~2, 

(329) 

2,621 

(3,445) 

II'/ 

108,?54 

c \0/ 

5,4SG 

(Jl.Jo4l 

214 

(179.~10) 
·-----·----~~----~---------

B9,2'18 

(o5, )b)) 

(102) 

399 

(3,283) 

l .~46 

'1.'116 

(:J,05o) 

(/..l,981) 

24,2!0 

ti,J68 

(}.-1.S; 

180 

(5'1) 

1,420 

/.8 5 

(1,479) 

(180) 

942 

IU' 

.)"et• tu:comJ11l!1.J'ilig notes to con'>·o/idaled {inuucial.\tutcuu!l1/:,. 





\/(}\\:\ lnH·rntttHJn~l t.oqHJO.IUJil ~;nd :..,uJ)';i<ilart(", 

i\olt·\ to CoasulidatL'd ~;iitanc~:d Si~llcnH'flh 

Fc!JJuan· 2H, .WU 

(Amounts in thousand\, ('XCl'pl ~h:trr :wei p{'r share d:rt:l) 

,· i J' i~ ! ! i•' \;., ..... t ~ ~·: 

mkrnational vehicle for eflch of these resprctJVC' brands to emerge Wtth its own idcnttty Voxx ~~ i1 k:Jdtn.t:. tnh::mattnrL .. tl dtstnbulor 1t1 tile 

accessory, mobile and conSLII!JCr elcclronics industnes \\.'c conduct our busmcss thJough nineteen wholl_y~<.H.vncd suhstdtarics AmcJican 

Radro Corp., Audiovox Electron.ics Curporution ("AEC"), VOXX Accessories Corp. ("AAC"). Audrnvox Consumer Electronics, Inc. 
{"ACE"), :\udiovox German Holdings Gmbll ("Audiovox Germany"), Audiovox Vene7ucla, CA , 1\uciiO\'OX Canada l.rmucd, Audrovox 
Hong Kong Ltd., Audiovox International Corp., Audiovox Mexico, S_ de R.L. de C.V. ("Audi0vox i'vlcxiw"), Technuity, [nc., Code 
Systc,ms, !nc., Oehlbach Kabel Gmbll ("Ochlbach"), Schwaiger Gmh!l ("Schwoi~cor") !11v"ior Autc>m-''-•------ Sys;.,,,-,,,, !r-c ("fnvisioP"'. 
~:.:ip.s.:!1 trokiing LLC C'K..Iipsch"), Ca1 CommunicmtOI''i IJolding Cirnbll ("Ifiischrn11nrt"\ ()!r.f'e:~ f<c~~c.c.rch ;;nd Uevdopn1(-Ht 1 f..L.C 
i~·':')rm.:t..:=..''J :~nd :\udiovox. Websales LLC. \.Ve. market our producrs under the ,L\udiovo.:..-_·~~ ~AJ::d !12.ifiC, .-~:1-.~·r bi·v·~ci !l::mes <JJJd l.ictnsc,j 

:narai·~. such a.-; Acou;;tie Research®, Adventr.ID, Ambico!T-o, Car Link®, ChapmanO"D, Code-A.:onn·1.0, Uiscwa~lwrJD, Energlzen'J\J, 
EnergyQ~: .. ~feco®, Hirsdmtann Car Cormnunication:J?;, Incaar 1

'"', In vis ton®, Jamo®, .knscnOD. 1< lipsd:(~:, tvbc Audio 1 "\ lv1agnat<R), 
l\liragc~~'. lvlovies2Go®, OchlbachC!O, OmegatX1,. Phase Linear@\ PrestigciB), Pursuit(_&), RC.I\(~·, RC:'\. J\cccssoric~:R;, Recoton(.~), RnaJ 
(Jearri.\l, Schwaigc!i)l.l, Spikcmaster® and Terk<TO, as well as private labels through a large domestic anJ international distribution 
network_ W.; also function as an OEM ("Original Equipment Manufacturer") supplier to several customers and presently have three 
reportable segments, wh..ich arc organized by product catcg01y: /\ulomotivc, Prctnium Audio and Consumc1 A.c:ccssorics. 

b) /!rincip}n_g_(Consol(r/ation, Reclassifications and Accg_yJ!Jiflg_Princioles 

The consolidated financial statement~ include the financial statements of VOXX International Corporation and ils wholly-owned 
subsidiaries_ All significant intercompany balances and transactions have been eliminated in consolidation. The Company acquired Car 
Commwrication Holding GmbH ("Hirschmann") on March I 4, 2012. The consolidated financial statements presented for the year ended 
~:ebruary 2~. 2Vi3 inciucie [he operations ot":i-iirscilm;:mn begmnmg IV!arc11 J4, ..tuiL. ·nu; Company acquirec.i Klipsch (Jroup, inc. and. its 
worldwide subsidiaries ("Klipseh") on March I, 201 L The consolidated financial statements for the full years ended Febmary 28,2013 
and February 29,2012 include the operations ofKlipsch. 

Equity investments in which the Company exercises significant influence but docs not control and is not the primary beneficiary are 
ac<:ounterl for using the equity method. The Company's share of its equity method investces' camings or losses arc included in other 
incornc in the accompanying Consolidated Statements of Operations and Comprehensive [ncorm:. 1l.c Company eliminates it,; pro rata 
share of gross p1ofil on sales to its equity method investccs for inventory on hand at the investtc at the end of ihc >'t:;)r. Jnv;~stmeilt.\ in which 

the Corrtpany is not ablt: to exercise: significant influence over the in vestee are accounted for under the cost method 

Certain arnounts in prior years have been zeclallsificd to l:onform to Lhe cuncnt year prescntatlo:~ l~fft~ctivf: Dec::cu1twr l, 2017., tl1c 

Company realigned its subsidiaries into three opcratine st:g1nr:n1s bC~scd upon the Company's producls nnd 1ntc-rn2.i :lrgan!7i1t!0n ~;truch;rc 

(occ Not'_" J:ii 

The f'inMKial st:::.tetnents and accompanying note:; c.rc rreparcd in accorlbncc with ac:cuuntine prHw;pJrs gcnc,·ZJiiy c·;.,•.:(~;)_,~\l m ~~H Ur·ired 

Statc.s of .'\meric;:; 

45 



c) UsP o(Fsrimnr,,,. 

The preparation or these tlnancial statements require the Company to make estimates and assumptions that arfect reponed amounts of 
assets, liabilities, revenue and expenses. Such estimates include the aHowancc for doubttUI accounts, inventory valuation. recovcrabJilly of 

defencd tax assets, reserve for unccrtam tax positions, vJiuation of long-lived assets, acc1ucd saks incentives, warranty reserves. stock

based compensation, valu~llion and impairment assc~smcnt of mvcstmcnt securities, goodwill, tradcma1ks and other intangible assets, and 

disclosure of contingent 3Ssets ""d liabilities at the date or the consolidated financial st"temcnts. J\ctual results could <lifter from those 
cstintatcs. 

d) Cash and Cash Equivalents 

Cash and cash equivalents consist of demand deposits with banks and highly liquid money market funds with original maturities of three 
months or less when purchased. Cash and cash equivalems amounted to $19,777 and $13,606 at February 28, 2013 and February 29, 
2012, respectively. Cash amounts held in foreign bank accounts amounted to $12,121 and $5,H2H at Fcbruary28, 2013 and 
February 29, 2012, respectively. The majority of these amounts arc in excess of govemment insurance. The Company places its cash and 
cash equivalents in institutions and funds of high c1edit quality. We perform periodic evaluations of these institutions and funds. 

e) Fair Value Measurements and Derivatives 

The Company applies the authoritative guidance on "Fair Value Measurements," which amoug other things, requires enhanced disclosures 
about investments that are measured and reported at fair value. This guidance establishes a hierarchal disclosure framework that prioritizes 
and ranks the level of market price observability used in measuring investments at fair value. Market price observability is impacted by a 
number of factors, including the type of investment and the characteristics specific to the investment. Investments with readily available 
active quoted prices or for which fair value can be measured from actively quoted prices generally will have a higher degree of market price 
observability and a lesser degree of judgment used in measuring fair value. · 

Investments measured and reported at fair value arc classified and disclosed in one of the following categories: 

Level 1 - Quoted market prices in active markets for identical assets or liabilities. 
Level 2- [nputs other than Level 1 inputs that arc either directly or indirectly observable. 
Level 3 -Unobservable inputs developed using the Company's estimates and assumptions, which reflect those that market participants 
would use. 

The following table presents assets measured at fair value on a recurring basis at February 28,2013: 

Fair Value Measurements at Reporting 
Date Using 

Levell Leve12 

Cash and cash equivalents: 
. . . . C~h ~1d 'inoney market funds 

Derivatives 

.· ~esi~~iCd for hedging 

. N?.t ~.~ignated 
·:.:. · .. To~i derivatives 

Long-tenn investment securities: 

Available-for-sale securities 

Other ln~esbnents at amortized cost (a) 

Total long-term investment securities 

$ 

$ 

.$ 

$ 

$ 

46 

19,777 $ 

(to) $ 

(21) 

3,657 $ 

3 

9,910 

13,570 $ 

!9,777 $ ------
$ 

3,657 $ 

3,660 $ 

(10) 

(21) 

-----



1·u1ai dcnvauvcs 

Long-lcml investment sccuritic~ 

Trading securities 

A\'ailable-for-salc sccuritic::; 

Other inv.,strncnts at arno11ized cost (a) 

s 

1,4/8 $ 

3.4~7 $ 

J 

9,652 

F:nr \:-due rd(';-;~urnlll'lil~ nt Heporttn~~ Dak 

t '\ing 

I ,L'VCI l 

s 

3.447 s 

--·------ -------------·-·-

The can)'ing amount 01= lbt: ~-- cHn!:-,3n{s acc~.)unls rcccJvable, shon~tC!Tn debt, accounts payi-lbie, accntcd cxprnsc:s, bank obiigal! 1)iO~ :tno 
long-term debt approxmt?.tt~3 _r;1 !t \'J.iU 1~ Ge~ause o( (1) the short-term nature of the financiai in;;trurncni; (ii) i11e intt:r~st wtc on the fi.tr~:•~ud 
instrument being r~sci every ~:p.l&r1.er tc• reflect currem marker rates, and (iii) the stated or implicit interest rate approx.imaleo; tht~ current 
market rates or are nor materially different than market rates. 

Derivative lnstrwnenis 

The Company's derivative instruments include forward foreii,'Tl currency contracts utilized to hedge a portion of its foreign cun·"ncy 
inventory purchases as well as its general economic exposure to foreign currency fluctuations created in the nom1ul cour~e of bu.>i ness. The 
derivatives qualifying for hedge accounting are destgnated as cash flow hedges and valued using observable forward rates for the same or 
similar instmments (Level 2). F01ward foreign currency contracts not designated under hedged transactions were valued at spot rates for the 
~cum; or sirniiar !n:stn1n1enLs :..Lever 2). ·1 ne durauou of open iOnvard foreign currency contracts range from i ·· j_ L. month:s aud are 
classified in the balance sheet according to their terms. 

It is the Company's poltcy to enter into derivative instrument contracts with terms that coincide with the underlying cxpustUc being hedged 
As such, the Company's derivative instruments are expected to be highly effective. Hedge ineffectiveness, if any, is recognir.ed as incurred 
through other U1cowc (expense) in the Cornpany's Consolidated Statements of Operations and Comprehensive income 2nd amounted to $2·0 
and $8 for the years ended h:i,JtJat .Y 2~. 201 i and Febn1ary 29, 2017., respectively. 

Financial Statement ( .''/oss~(icatwn 

The Cornprmy hoids dcrivaii\·'C instntmt;nls that aic designated as hcdgmg iilsLrumcnts as · ... vcll a:) certain instnHncnb no1 so desip,uakd 
The following t;,bli.' disduc"' lli•; fair value •s of February 28, 20i 3 and February 29, 2012 ior both types of dcrivatrvc instruments. 
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Derivative Assets and Liabilities 

Fair Value --------------- -----~_:_;____:___:_ ____ _ 
Account February 28, 201J February 29, 2012 

Designated derivnuve in~tmmcnts 

Foreign currency contracts 

Derivatives not designated 

Foreign currency contracts 

Total derivatives 

Acc!uccJ expenses and other cuncnt 

liabilitJCS 

Prepa!d expen'SCS and othct cuncnl 

asscL~ 

Accmcd expenses and other current 

liabilities 

PJepaid expenses aud other cunent 
assets 

$ (87) $ (103) 

77 

(21) 

1,581 

_$ __________ ~C3~t) _s ________ l_,4_7_s 

In cotmcction with the acquisition of Hirschmann, on March 14, 2012, the Company acquir~d 36 contracts which were unable to qualify 
for hedge accounting during the year ended February 28, 2013. There were four contracts of this nature outstanding at February 28, 2013, 
with a current notional amount of approximately $700. Thirty-two of these contracts settled during the year ended February 28, 2013 for a 
gain of $106. The change in fair value of the open contracts not designated for hedging for the twelve months ended February 28, 2013 was 
a gain of $48. As of February 29, 2012, the Company held two foreign currency contracts that were derivatives not designated in hedged 
transactions. These contracts were settled in March 2012. During the twelve months ended February 29, 2012, the Company recorded 
gains on the change in fair value of these derivatives of $1 ,5 81 in other income and expense on the Company's Consolidated Statement of 
Operations and Comprehensive Income and a loss upon the settlement of these contracts in the first quarter of Fiscal 2013 of $2,670. 

Cash flow hedges 

During Fiscal 2013, the Company entered into foiWard foreign currency contracts, which have a current outstanding notional value of 
$31,200 and are designated as cash tlow hedges. For cash flow hedges, the effective portion of the gain or loss is reported as a component of 
other comprehensive income and reclassified into earnings in the same period or periods during which the hedged transaction affects 
earnings. 

Activity related to cash flow hedges recorded during the twelve months ended February 28, 2013 and February 29, 2012 was as follows: 

:,~;- w~'*'"'li!l~: c: -i~.~"'~ ~N '<''""'t·1'>" ~~-~~ h~~~ _ . 
. ' Foreign currency contracts 

February 211, 2013 

Gain (Loss) 
for 

Gain (Loss) 
Recognized in 

Other 
Comprehensive 

Gain (Loss) 
~eclassified 

into Cost of 
Ineffectiveness 

in Other 
Sales Incotuc 

February 29, 2012 

Gain (Loss) Gain (Loss) 
Recognized in Gain (Loss) for 

Other Reclassified Ineffectiveness 
Comprehensive into Cost of in Other 

Income Sales 

' .t~~.~ r·:;l{l~l.'l\"'·-·"1·:~q.;~~Pi '~''ill~~~.ii'~'i!-t'.: :~·-,¥·>, .. , .>-

$ (326) $ 30 s h23) ... $ .... 52 $ 8 

The net loss recognized in other comprehensive income for foreign currency contracts is expected to be recognized in cost of sales within the 
next fifteen months. No amounts were excluded from the assessment 
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oOtedge errcctivcness during the respective penods As of February 28, 201J, no contracts ongm.dly dcstgnated [or hedged <ICCOUntmg were 

de-designated or tennmated 

f) _Investment Securifies 

In :lccordanc:c with the Company's mvcstmcnt policy, all long and short-lcnntnvcstmcnt scuul!Jes arc investL:d m "mvc~tmcnt GT<Jdc" mtcd 

sccurittcs As ofFebnrary 28,2013 and FebnJaty 29,2012, the Company had the tollowllll! uwcstrnculs 

February 28, 2013 February 29, 2012 

Unrealized Unrealized 
Cost holding Fair Cost holding Fair 
Basis gaio/(luss) Value Basis gainl(loss) Value 

------- ------
Long-Tcm1 Investments 

Marketable Securities 

Trading 

Deferred Compensation $ 3,657 $ $ 3,657 $ 3,447 $ s 3.~~7 

Available-for-sale 

Cells tar 

Bliss-tel 

Held-to-maturity Investment 7,591 7,S91 7,545 7,545 

Total Marketable Securities 11,248 l I ,251 10,992 10,995 

OtiJer Long-Tem• Investment 2;3I9 2,319 2,107. 2,107 

Total Long-Term Investments $ 13,567 $ $ 13,570 $ 13,099 $ $ 13,102 

J:&og-I~!!ll ([!vs;strncnts 

Trading Securities 

The Company's trading securities consist of mutual funds, which are held in connection with the Company's deferred compensation plan 
(see Note 10). Unrealized holding gains and losses on trading securities offset those associated with the corresponding deferred 
compensation liability. · 

Available-For-Sale Securities 

The Company's available-for-sale marketable securities include a less than 20% equity ownership in CLST Holdings, Inc. ("Cellstar") and 
Bliss-tel Public Company Limited ("Bliss-tel"). 

Unrealized holding gains and losses, net of the related tax effect (if applicable), on available-for-sale securities arc reported as a component 
of accumulated other comprehen.~ive income (loss) until realized. Realized gains and losses from the sale of available-for-sale securities are 
determined on a specific identification basis. 

A decline in the market value of any available-for-sale security below cost that is deemed. other-than-temporary results in a reduction in 
carrying amount to fair value. The impairment is charged to earnings and a new cost basis for the security is established. Tite Company 
considers numerous factors, on a case-by-case basis, in evaluating whether the decline in market value of an available-for-sale security 
below cost is other-than-temporary. Such factors include, but arc not limited to, (i) the length of time and the extent to which the market 
value has been less thati cost; (ii) the financial condition·and the near-term prospects of the issuer of the investment; and (iii) whether the 
Company's intent to retain the investment for the period of time is sufficient to allow for any anticipated recovery in market value. During 
Fiscal20ll and Fiscal20l2, the Company monitored the performance of its Bliss-tel investment and determined that its investment in the 
company was other than temporarily impaired based on factors, such as its market price (which has consistently remained below cost in 
excess of twelve months), Bliss-tel's continued losses, its deteriorating financial position, and conditions in the 
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Other Long Trrm hn·esrnu:nls 

Other long-term investments include an investment in" non controlled corporation of S2,'ll 'I and $2, I (l/ n t Fcbn1ory ~~. 701.1 and 
fcbmary 29,2012, respectively, accounted for by the cost method.IJurtng fiscal 2011, the Company uwc5tcd an add1t1onal ~2~ I 111 th1s 
invcstJllent as part of~ capital infusion by four select invc:stor~ Du··i:1:.~ Pisr:z! /.(1! 7 .. ~he C~empdnV k;z:nr::i an addition,ll S250 !{; th~~ 

•:v!llpany. No in'!l'-Sinlenls or hli:tllS were in.1.dc in ur in tlw :.nv('~t;~;;,•t;: in Fisc::-.1 ).(} LL 1\':. Df Fi.-C'Iruai:-· 28 -:Ol ~ L!1~ ·~~;)mpan-y !1nld.s 
£ipprnximate)y 16~~ cf the uutstandin)? ~hare.,:.; •,)[ thi~ '':mlp.>Jr,v 

The Company recognizes revenue li:om product sales at tho lime of passage clflitlc and cisk of loss to the cusrnmcr eithc1 al F08 shipping 
point or FOB destination, based upon terms established with the customer. The Coropa11y's selling pnce '''its cust•Jmers i;" fixed amount 
thal is not subject. to refund or adjustment or r;ontingent upon additional rebates_ Any cuslorncr ac:ceptance: pnJV!:";Ions., which are related to 
product lcsting, arc satisfied prior to revenue. recognition. There: are no further nbi.igatwns on the part of the c·ornpany subsequent to revenue 
recognition except for product returns from the Company's customers. The Company docs accept product returns, if properly requeSted, 
authorized, and approved by the Company. The Company records an e.,timal.e or product returns by its customers and records the 
provision for the estimated amount of such future returns at point of sale, base<J 011 histmical experience and any notification the Company 
receives of pending returns. 

'T't....-. If"',.........,_..,_,, ; __ 1.,.J~- -II _ _.. .... .., =--··-"''1 C-- .. L; __ ;_. ____ J 'i. •- ..ll: .. ~· ... __ -~ ,_J:' -· l •. - J _\\ .• . . '_ l .II. I~ •. . . . 
',._.~, -..~v•u.j,-"'•") OU'V~U"-'V"' ._.._. VV•H~ r. .•• .t\ .. •l.C.U'-'U 1"-.1>. '-'~HiJJ-'L.i..il:'; ....... ,_;, u ... i~i..J.i.i.l~,::.-. 1~.:.0 '-'U.u ,j: :7.li~:J '-'~:',i, '~'~ _.:,~oi..):~~~i.::: : .. :1.~:;:_;. ~:_. ~ • ._..::.~-.. ~.:_;_;;;.~:, ..::;:_;. ~--·. ,. .. ,..,,. 

During the years ended February 28, 20l3, February 29, 2012, and February 28, 2011, freight costs expensed through cost of sales 
amounted to $18,757, $18,172 and $13,399, respectively and freight billed to customers amounted to $990, $1, !81 and $1,161, 
respec.tively 

h) d££Qunts Receivable 

The majority of the Company's accounts receivable arc due from companies in the retail, moss merchant and OEM industries. Credit is 
extended based on an evaluation of a customer's financial condition. Accounts reccivabk arc gcnerally·duc within 30-60 days and a1e stated 
a\ :.t!TI(n.Jnts due from C\IS~orners·, net of an allowance for doubtful a.cciJunt.s .-'\":'courlt:: outst:mding !o~.ccr th3.n rhe coP.n-:!dt::d p:~ymcn.! tcn!:s 
arc considered past due. 

1\ccounts receivable is comprised of the following: 



February 28, Fehruary 29, 
201J 2012 

-~--------

Trade accounts rcccivahlc and other $ 161,667 s 149,787 
Lc.-;s-

Allowance for doubtful accounts 7,840 S, 737 
Allowance for cash discounts 1,231 1,465 

$ 152,5% s 142,585 

The Company performs ongoing credit evaluations of its customers and adjusts credit limits based upon payment history and the 
customers' current credit worthiness, as determined by a review of their current credit infonnation. The Company continuously monitors 
collections and payments from its customers and maintains a provision for estimated credit losses based upon htstorical cxpenence and any 
specilic customer collection issues that have been identiltcd. While such credit losses have historically been withtn management's 
expectations and the provisions established, the Company cannot guarantee it will continue to expeticncc the same credtt loss rates that have 
been experienced in the past. Since the Company's accounts receivable are concentrated in a relatively few number of customers, a 
significant change in the liquidity or financial position of any one of these customers could have a material adverse impact on the 
col!ectability of the Company's accounts receivable and future operating results. 

i) Jnvenlorv 

Raw ~~£~~~i~:·.· . 
Work ill process 

Finished goods 

Inventory, net 

The Company values its iuvetttory_at the lower of the actual cost to purchase (primarily on a weighted moving-average basis with a portion 
valued at standard cost) and/or the current estimated market value of the inventory less expected costs to sell the inventory. The Company 
regularly reviews inventory quantities on-hand and records a provision for excess and obsolete inventory based primarily on selling prices, 
indications frmn customers based upon current price negotiations and purchase orders. Tite Company's 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. The Company recorded inventory write-downs of $4,300, $2,942 and $3,911 for the years ended February 28,2013, 
February 29, 2012 and February 28,2011, respectively. 

Inventories by major category are as follows: 

February 28, February 29, 
2013 2012 

• .. 
$ 35,240 $ 18,495 : ..... ; ... . .... ...... ·:.: 

5,316 1,888 
118,543 109,131 

$ 159,099 $ 129,514 

j) Property Plant and Equipment 

Property, plant and equipment are stated at cost less accumulated depreciation. Property under a capital lease is stated at the present value of 
minimum lease payments. Major improvements and replacements that extend service lives of the assets are capitalized. Minor replacements, 
and routine maintenance and repairs are charged to expense as incurred. Upon retirement or disposal of assets, the cost and related 
accumulated depreciation are removed from the consolidated balance sheets. 

A summary of property, plant and equipment. net, is as follows: 
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:! 

l.l'';s. <1crumul:ncd dL'prcr1ai!On and amortiz<~tion 

Buildings 

fumil.urc, tixtun's and displays 

Machinery and equipment 

Computer hardware and software 

Automobiles 

W!l 

s 

~). i 0 yc1r.s 

S.-i ll years 

J-S ycers 

3 years 

f,_•L'l 

1) J·/(} 

125, 93') 

49,711 

'/6,20B S 

i·,·ht ,:;:n Zlt. 

!Ill! 

I ,6:'.) 

'·.I ill 

'j i ) 

9,453 

79,602 

47,R23 

11,'/"/') 

Leasehold improvements arc depreciated over the shorter of the lease term or estimated useful life of the a sse I Assets acquired under capital 
leases are amortized over the term of the respective lease. Capitalized computer soflware cos Is obtained for intecnai use are depreciated on a 
straight-line hasis. 

Depreciation and amortization of property, pianl and equipment amounted tv $10.4~0. $Ci.ll! and 5>). 5'/6 for chc v~ar:; r:ndcd 
February 28, 2013, February 29, 2012 and February 7.8, 2011, respectively. Included in depreciation and amortizatiOn expense is 
amortization of computer software costs of $794, $553 and $5 62 for the years ended Ftbnmry 28, 2013, February 29, 20 I 2 and 
February 28, 2011, respectively. Also included in depreciation and amortization cx.pensc is $25 I of amot1ization relate -:ito ptopcrty under 
"copitel lease for each of the years ended February 2l!, 2013, February 29, 2012 and Feb! ua!y ?.8, 70! I 

k) Goodwill and Intangible Assets 

Goodwill Hod other intangible assets consist of the excess over the fair value of assets acqulfed (goodwill) and other intaneibk assets 
(patents, contracts, trademarks/tradenames and customer relationships). Values assigned to the respective assets arc dctcm1incd in 
accordance with ASC Rt)5 11Busincss Combination..~n ("ASC 805") and ASC 350 11 Intangiblcs -· •-..fuodwiii and Oritcr" CASC ]50"). 

Goodwill is calculated as the excess of the cost ofpurchaoed husinesses over the value of their underlying net asscb Gcn"rally, the pnrnary 
valuation method used to determine the Fair Value ("FV") of acquired busincss<>S is the Discounted Future Cash Flow Method ("DCf"). II 
five-year period is analyzed using a risk adjusted discount rate, which ranged from !0.4% to. i 5fi'fc, 

Th~ value or potentinl jntangiblc assets separate from goodwill arc evaluated and assigned to the rc~pcctlVC' categoric:;. The largest cale;!,orir.:~ 
f10rn n:ccntly acquired businesses are Trademarks and Customer Relationship~. The FV's 0!7 i.;·adr.n::.~rL-; a~x:uirr;..: crv dcter!l11nc:d "J:lldg r.hc. 
J? ... r;]icf"frotr: f{uyally lv1ethod based on projected saies of the trademarked prot.h.!C•.:>. T~1e F\/"-; !:.; .. c,.~,tor:Jcr rcialw:!ship::; ::rc ddcfmmcd 
'JSir~g the Multi-PerioJ Excess Eamings Method which includes a DCF aoaiysis, :-.dJI!Sl!~d .{or;- u:l_~.tlr•:-:-~ ;t::tum •._:,n l_angil1li: arJi Jr:(;_;r:gJb!c 

tt:.>sc.ts. The guidance in ASC 350, including management's business intent for il:) use; ongoing ma1kct 
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demand for products relevant to the category and thc1r abilny to gencmtc runm.! cash flows; legal, regulatory OJ contractual proviSIOns on IL'l 

us~ or subsequent renewal, as applicable; and the cost to mamtain or renew the nghts to the assl't;,, are consHkred 111 dctemu111ng the llsdul 

Ide of nil intangible as5;cts. If the Company dctcnruncs that there arc no legal, regulatory, contractual, cornpettt1vc, CC(lOOtmc or other factors 

which limit the useful life of the asset, an indefinite ltfe will be assigned and evaluated for imr>ainncnl as lll<ltcatcd below. Goodwill and 
other intangible assets tbat have an indefinite useful life arc not amortize-d Intangihk asset-: that have a ddinllc uscfu]],fc <HC amortized 

over thc1r estimated useful life. 

Cioodwill and iutangiblc assets with inddin1tc usefulllvcs are required to b~ tcstf'd for nnp31Jillt'lll alleasr annually or more frequently 1f an 

event occurs or circumstances change that cmtld more likely than not red lice the fair v:J\ue of a reporting unit below its canymg amollnt 
Intangible assets with estimable useful lives are required to be amortized over thetr respective estimated llsefu\lives and reviewed for 

impainnent. Our impaim1cnt reviews require the usc of certain estimates If a significant change iu these estimates occurs, the Company 
could experience an impainnent cbargc associated with these assets in future period.s. 

Goodwill is tested using a two-step process. lbc first step is to identify a potential impatrrncnt, and the second step measures the amount of 
the impairment loss, if any. Goodwill is considered impaired if the canying amount of the reporting unit's goodwill exceeds its estimated 
fair value. Voxx's reporting units that carry goodwill arc Hirscumann, In vision and Klipsch. Effective December I, 2012, the Company 
realigned its subsidiaries into three operating segments based upon the Company's products and intcma\ organizational structure (sec Note 
13). These operating segments are the Automotive, Premium Audio and Consumer Accessories segments. The Hirschmann and lnvision 
reporting units are located within the Automotive segment with goodwill balances of $60,611 and $7,374, respectively, at February 28, 
20\3 and the KJipscb reporting unit is located within the Premium Audio segment with a goodwill balance of $78,695 at February 28, 
2013, for the purposes of evaluating goodwill for impaim1ent.TI1c Company estimates the fair value of the reporting units based on 
discounted future cash flows, as well as consideration of each reporting unit's equity value to the market capitalization of the Company's 
stock. We primarily relied on the discounted future cash flows as the full effect of the ongoing earning potential of the Company's newest 
Klipsch and Hirschmann acquisitions may not be fully reflected in the Company's stock value as of the measurement date; however, the 
discounted future cash flows would fairly estimate these effects. The Company considered its segment realignment on December I, 20 12 a 
triggering event and evaluated the goodwill at the three reporting units for impairment as of this date and rolled forward this impairment test 
to February 28,2013, the date at which the Company performs its aruma! impainnent test. Based upon this impairment test and roll 
forward completed in the fourth quarter of Fiscal20 13, the fair values of the reporting units are in excess of the related canying values. 

For intangible assets with indefinite lives, primarily trademarks, the Company compared the fair value of each intangible asset with its 
carrying amount and determined that there were no impairmenis at February 28, 20\3. We determined that the realignment of our segments 
on December 1, 2012 did not result in a triggering event to test these assets at an interim date. To compute the fair value at February 28, 
20\3, various considerations were evaluated including current sales associated with these brands, management's expectations for future 
sales and performance of the business. At the present time, management intends to continue the development, marketing and selling of 
products associated with its intangible assets and there arc no known restrictions on the continuation of their usc. We utilized a Relief-from
Royalty Method, applying royalty rates of 0.5% to 8.5% for the relative trademarks and domain names after reviewing comparable market 
rates, the profitability of the products associated with relative intangible assets, and other qualitative factors. We determined that risk
adjusted ctiscount rates ranging from 12.7% to 16.3% were appropriate as a result of weighted average cost of capital analyses. No 
impainnent losses were recorded related to indefinite lived intangible assets during the twelve months coded February 29, 2012 and 
February 29, 2012. 

The cost of other intangible assets with defmite lives 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 impairment triggering events 
that would cause the carrying values related to intangible assets with definite lives to exceed their expected future cash flows and as such, 
were not impaired at February 28, 2013. Intangible assets with definite lives were not impaired at February 29, 2012 or February 29, 
2012. 
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CoodH·i/1 

The change in the carrymg amount of goodw!llts a') follows: 

Hct beg:tmin,o; b.1lm.ce 

~.Joodwill .-elated ru K l!p:--.ch aLql!ISHI0n 

Goodwiii reiared to H :rs~:hmmln o.c:q,..;isitton 

Nc.t ending balaucc 

!utunr)bic Assets 

Finite-lived intan&ible assets: 

Customer relationships (5-20 years) 

T~adeiuarksrn-;;denames (3-12 years) 

Patents (5-!3 years) 

License (5 yearsj 

Contract subject to amortization (5ycars) 

Total finite-lived intangible assets 

liJ(Jcfinite-livcJ intangible assets 

Trademarr..s 

Total net intangible a.,scts 

71 

$ 

$ 

Gross 
Carrying 

Vali.i~ 

69,293 

C237 
9,998 

1;400 

1,556 

83,484 
------·--------·--·~-~- ... ~ 

$ 

$ 

Fetme.ry :-.e. 
:·:0 .~.J 

60,61 i 
··---··----------.. 

146,680 
.... ---- ····- ------~---........ ~~-.. ~ 

Accumulated 

i2,029 
810 

!,894 

1,400 

1,383 

17,516 ----- ... -----.~·.----~~--· ., 

$ 

f;~iJ:'U!il")" J.J, 
·wp 

(1 C''~i.alccl) 

·;, ,3·::s 

86,069 

Book 

57,264 

R, I 0~ 

; 13 

65,968 

139,430 
---~--

$ 205,398 
--·-··--~--------·· 



----------~':':'""-'X!.2c_2_0_1_2___ _ ______ _ 
Cross Total Net 

(~arrying 

V:-llut.· 
Accumulated 
Amortization 

!look 

Value 

Fimte~llvt.>d 1ntaogJblc a»:;cts: 

Customer relarionslups (5-20 years) 

Tradcmarksffradenames (3-12 years) 

Patents (5-10 years) 

50,113 
1,237 
2,942 

7,432 42,o&t 

722 51 5 

1,005 1,937 

License (5 years) 1,400 1,213 187 

Contract subject to amottization (5 years) 

Total finite-lived intangible assets 

lndefinite-hved intangible assets 

$ 

1,556 

57,248 $ 

1,292 264 

11,664 45,584 

Trademarks 129,765 

Total net inungible assets $ 175,349 

During the year ended February 28,2013, the Company recorded $7,055 of patents subject to amortization, $19,392 of amortizing 
customer relationships and $10,400 of indefinite lived trade names, plus increases of $14,414 in both dcfmite and indefinite life intangibles 
in connection with the fmal purchase price allocation for its Hirschmann acquisition. The weighted-average remaining amortization period 
for amortizing intangibles as of February 28, 20!3 is approKimately 13 years_ Tite Company e11:pcnscs the renewal costs of patents as 
incurred. The weighted-average period before the next renewal is approximately 10 years. 

Amortization expense for intangible assets amounted to $5,790, $3,992 and $2,255 for the years ended February 28,2013, 
February 29, 2012 and February 28,2011, respectively. The estimated aggregate amortization eKpense for all amorti_zable intangibles for 
each of the succeeding years ending February 28, 2018 is as follows: 

I) Sales lnc:entives 

Fiscal Year 

2014 

2015 
::·-<2o16 

2017 
_._, _ _. ,: -·: 2o'u! ' 

$ 

·· ...... · 

Amount 

5,810 
5,803 

5,6!.17 
5,683 

5,599 

The Company offers sales incentives to its customers in the form of(l) co-operative advertising allowances; (2) market development 
funds; (3) volume incentive rebates and (4) other trade allowances. The Company accounts 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 the Company's products during a specified period of time. All sales incentives require customers lo claim the sales incentive 
within a certain time period (referred to as the "claim period") and claims are settled either by the customer claiming a deduction against an 
outstanding account receivable or by tlte customer requesting a cash payout. All costs associated with sales incentives are classified as a 
reduction of net sales. The following is a swumary of the various sales incentive programs: 

Co-operative advertising allowances are offered to customers as reimbursement towards their costs for print or media advertising in which 
the Company's product is featured on its own or in conjunction with other companies' products. The amount offered is either a fixed 
amount or is based upon a fixed percentage of sales revenue or a fixed amount per unit sold to the customer during a specified time period. 
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Other trade al!ow:.ulCC'. an; adJJI:onal S<1lcs 1nccnli\'cs that the Cornp.my prnvidcs tn custOI!Jer" :-.uhseqtH'Ill lo the related n·vt;mll: being 

recognizcu. The Company JecoJc\; the provisiOn for these additiOnal sales wccntives at the later of when the sales IIKcntii'C i' offered'" 
when the related revenue is recognized. Such additiOnal sales wccnlives a1e based upon a ftxcd percentage of the scllmg rricc lo the 
cus.tome1. a fixed ~HllDUl<t pet unl1, or a lump-sum amount. 

The ar.cn!~d b~.!anre kr_'.-~k-· l1:·:~n~J"('<-; .-:.f Fcbru8i)' 28, 7013 and T:cbru:::ry lS', /01?. \Jt.ilS ~ 16,8~: .l. and ~ t ~~. \ .'..i.'!, respcdi .~l; t\iti1l::.E~!. 

the Company make::. !I.) best e:;1irnv.te t>flis sales inu~ntiv'· ilabilit>', many .factnr.s, including significant UtWntiripatecJ ,~),ar;J.~r-::s i.r: tlv_: 

pwchasmg \10lu.rnc. ol :~:) \.u:;romc:rs D.nJ tlic lack of"clauus wade by cu.:.u·.mers couiG nave a significant unpac·t on lhe ~~.:des in.:-:r.n!!ve.s 
liabiiity and rcpo!ic:c:l O?(·.railng rc.sul!s 

For the. ye:;r~~ r:·Pd'..:U Fr.f:•n!:lr_(_,· lf'., :~n l3, February 29: 2012 and February 28, 2011, re\'Cr~als of previously estnbli:,hcct salt;'~ mi.:entl·.-;·; 

liabilities amounted to :!,:\,350, ,\;3 ,662 and $1,725, respectively. These reversals include unearned and unclaimed sales incentives. 
Reversals of unearned sale< inccnttvcs arc 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 din not reach the 
required minimum purchases of product during the specified time. Uneamed sales incentives for the years ended February 2&, 2013, 
February 29,2012 and Fcbrna1y 28,2011 amounted to $2,933, $2,200 and $977, respectively, Unclaimed sales incentives are sales 
incentives earned by the customer but the customer has not claimed payment from the Company within the claim period (period after 
program has ended). Unclaimed sales incentives for the years ended February 2R, 2013, Febmary 29,2012 and February 28,2011 
amounted to $417, $1 ,462 and $74g, respectively. 

f nc Cornpany rcver;:;es e:aiued t)Ut unclauneu ~ate::; utccnl1vcs based. upon rhc cxpiraoon oirhe ctairu penod of eacb prograrfL UnciamJcd 

sales incentives that have no specified claim period are reversed in the quarter following one year from the end of the program. The 
Compat1y believes the reversal of earned but unclaimed sales incentives upon the expiration of the claim period is a systematic, rational, 
l:onsistt!nl omJ r.:om><.!rvativt; method ufn·vcrsing unclaimed sales incentives. 

A summary oft he activity ··.vith respect tc accrued sales inccnl'tv~s is provided he low: 
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Year Year Year 
J::ndcd Ended Ended 

February 28, February 29, Fd~ruary 28, 
2013 2012 20 II --------- -----

Opening baloncc s 18, 15•1 $ 11,981 $ 10,606 

Liabilities acquired dunng acquisition 7,149 

Accruals 35,636 43,671 28,004 

Payments and credils (33,619) (40,985) (24.904) 

Reversals for unearned sales incentives (2,933) (2,200) (977) 

Reversals fot unclaimed !-iales incentives (417) (1,462) (74X) 

Ending balance $ 16,821 $ 18,154 $ 11,981 

TI1c majority of the reversals of prevrously established sales incenlive liabilities pcnain to sales recorded in prior periods. 

m) Advertisina 

Excluding co-operative advertising, the Company expensed the cost of advertising, as incurred, of $9,4 99, $7,78 6 and $6,076 for the 
years ended February 2ll, 2013, February 29,2012 and February 28,2011, respectively. 

n) Research and Development 

Expenditures for research and development are charged to expense as incurred. Such expenditures amount to $15,890, $441 and $0 for the 
years ended February 28, 2013, February 29, 2012 and February 28, 2011, respectively, and are included within engineering and 
technical support expenses on the Consolidated Statcmenl' of Operations and Comprehensive Income. 

o) Product Warranties and Product Repair Costs 

The Company generally warranties its products against certain manufacturing and ottter defects. The Company provides warranties for all 
ofits products ranging from 90 days to the lifetime of the product. Warranty expenses arc accrued at the time of sale based on the 
Company's estimated cost to repair expected product returns for warranty matters. This liability is. based primarily on historical experiences 
of actual warranty claims as well as current information on repair costs_ The warranty liability of $12,788 and $6,425 is recorded in 
accrued expenses in the accompanying consolidated balance sheets as of February 28,2013 and February 29,2012, respectively. In 
addition, the Company records a reserve for product repair costs which is based upon the quantities of defective inventory on hand and an 
estimate of the cost to repair such defective inventory. The reserve for product repair costs of $1,763 and $2,3 70 is recorded as a reduction 
to inventory in the accompanying consolidated balance sheets as of February 28,2013 and February 29,2012, respectively. Warranty 
claims and product repair costs expense for the years ended February 28, 2013, February 29, 2012 and February 28, 2011 were $13,798, 
$11,839 and $11 ,560, respectively. 

In March 2013, Subaru of America recalled certain vehicles as a result of potentially faulty remote start devices for which Voxx was the 
distributor. During the fourth quarter of the fiscal year ended February 28, 2013, the Company recorded a reserve of $3 million in accrued 
product warranties in order to cover the cost of replacing these devices and a corresponding receivable of $2.1 million from one of the 
Company's suppliers, who has agreed to replace a specified nwnber of these devices. 

Changes in the Company's accrued product warranties and product repair costs are as follows: 
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E11ded 

l'rhruary 2~1, 

2013 

F11<kd 

Fl'hru:try 19, 
2012 

\ (';!( 

Ludl·d 

Fcbt ""'\' 2X, 
20 I I 

Assets and liabilities of those subsidiaries "nd former equity rnvcstccs located outside the United States whose ensh llows ore pnmorily in 
local currencies have hccn transla1cd at rnt~s or cxcha11ge ::~.t the end of the pc1iod or hi~toncal exchange rates, a~; approprialc 1n Jccnrdancc 
with ASC 810, "Foreign Cuncney Matters" ("ASC 830"). Revenues and expenses have been translated at the weighted-average rates of 
CXChanrse lH crfect Junne, t!Je pen or\ ·:~.·:n-, ~~:--:! 1 -~·:.H.: ,., .. · .. 1\ 1 !r,g f"i"OOI (J;i!~'l\:ll10fl f\TI.~ recorded in the -~!!Tnllht\Vt.: foreign '~.Uf!"CI:,-y trar;c;\:Hi·:.:n 

ac:cotml m a:::.cumulated ntk:1 :.>Jmpi::·L~'ro-.,J·,· · .•~: t_l(·-~,} Fur i.lw yf:Jrs cr.dcd February 28,2013, FebrHary 29= 2012 and Fcbn.1ar.-.. ?8, 

·;~he c:umpany has certalf! opcraiion~i ;n \ e11::-··:t.ueh '·/enezuelu has been operating Ins difficult cconomi!.; cnviroru.11Cnt, whi~h has beef'. 
tfoublcd with local political ISStli..~S and v;-n1Ql!'; fGrt.:ir~n currency and price controls. The country hns ex.peticnccd hlgh rates of inflation ove:: 

the last several years. 111<' Presrdem of Venezuela has the authority to legislate cet1ain areas by decree, which allows the r,ovcmment to 
nationalize certain industties or expropriate certain companies and property. These factors may have a negative impact on our business and 
our financiai condition. In 2003, Venez.uda created the Cornmi>sion of Administration of Foreign Currency ("CADIVI") which establishc.~ 
and administers cunency contwls anc~ their associated rules and regulations. These controls include creating a fixed exchange rate bet weer, 
the Bolivar and the U.S. Dollar, and the ability to restrict the exchange of Bolivar Fuertes for U.S. Dollars and vice versa. 

Etlcctive January I, 2010, according to ihe guideline' in ASC 830, Venewela 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 
dcnort,inated in U.~. doiiars. llle Lompany transiOOiH!d.lo hypcr-milationary accounting on iviarcil l, 2UiVanci continues to account for 
il~ Venezuela operations under this method. 

On June 9, 2010, the Venezuelan government introduced a newly regulated foreign cunency exchange system, Sistema de Transaccioncs 
con Titulos en Moneda Extranjera ("S!TME"), which is controlled by the Central Bank ofVcnezucl" ("BCV"). The SITME imposes 
volume restrictions on the conversion of Venezuelan Bolivar Fucrtcs to U.S. Dollars, currently limiting such activity to a maximum 
•.oquivalent of $350 per montll. As a result of this '''"triction, we have limited new U.S. dollar purchases to remain within the guidelines 
imposed by SITME. 

The Cmnpan.y has certain tLS. dollar n'r.nominatcd dSscls and liabilities in its Venezuelan operat!ons. Our TICC bond investment (Sec Note: 
l(f)) and our U.S. dollar denominated intercompany debt have been subject to currency fluctuations associated with the devaluatiort ofthc 
Bolivar Fucrtc and the temporary institution in 2010 of a two-tier exchange rate by the Venezuelan govemment. The TlCC bond is valued at 
the current Venezuela exchange rate of 6.30 and classified as a held-to-maturity investment at amortized cost at Febntary 28, 2013. · 

In F'cbnmry 2013, the Venezuelan govcrnmc.:n~ 2.nttounced the dcvt~lualion of the Boliva1 Fucrtc, moving Hm oriiL:ial cxchan~c rau~ from ~i-. 3f' 
tC> 6.30 per U.S. doHut. 11-~c dcv£lhL·::.tiun n:~:uit'..:o~ in:, ·Jnc ~\mr: LlCt cun·ency gain of approximately :£2.,400 r!:cognizcd by·~he ConipBi\Y i;l tl1-'.· 

:·cn;i·th q:.d.rter :)[ 1-'JSt:al 2C;J ~. •Hi1id1 ·,.: ~iJ.:;;i.:(]:/ 
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co~t of sale$ and oth~r tncornc (expense<.,) on the Consolt dated Statement of OperatiOns and Comp[ehens1ve (nco me 

q) Income Taxes 

Income taxes arc accounted for under the asset and ltabtltty method. Dcfcned tax assets and liabilities arc recot,~lizcd tor the f111urc tax 
consequences attnbutable to ddkrcnccs between the fmancial statement carrying arnotmts of existing assets and liabtlttics and thc1r 
respcchvc tax basis and opcnHing loss and tnx credit CarTyfor\~o•ards. Deferred tax assets and liabilities arc mcast1rcd using enacted tax rates 

expected to apply to taxable income in the years in whtch those temporary differences arc expected to be recovered or settled (sec Note 7) The 
cfTcct on deferred tax assets and liabilities of a chang~ in tax rates is recognized in income in the period that includes the enactment date. 

Uncertain Tax Positions 

The Company adopted guidance included in ASC "/40 "Income Taxes" ("ASC 740") as it relates to uncertain tax positions. The guidance 
addresses the determination of whether tax hencfi" clauned or expected to be claimed on a tax retum should be recorded in the financial 
statements. Under ASC 740, 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. TI1e tax benefits 
recognized in the financial statements from stJch position should be measured based on the largest benefit that has a greater than fifty 
percent likelihood of being realized upon ultimate settlement. ASC 740 also provides guidance on derecognition, classification, interest and 
penalties, accounting in interim periods and disclosure requirements. 

Tax interest and penalties 

The Company classifies interest and penalties associated witil income t.axes as a component of income tax expense (benefit) on the 
consolidated statement of operations. 

r) Net Income Per Common Share 

Basic net income per common share is based upon the weighted-average number of common shares outstanding during the period. Diluted 
net income per common share reflects !he potential dilution that would occur if securities or other contracts to issue common stock were 
exercised or converted into common stock. 

There are no reconciling items which impact the numerator of basic and diluted net income per common share. A reconciliation between the 
denominator of basic and diluted net income per corrunon share is as follows: 

Year Year Year 
Ended Ended Ended 

February 29, February 28, 
February 28, 2013 2012 2011 

'Ndgh}r~;~;je~i~'~Gf.i{~e~ ~[~~~~~;~''" shares out.~tan(ling (basic) ·-· .. ;~_:?3AJ.s,.s_7~.: • ·_··;~~;o8~,o~.~ 22;938,754 

Effect of diluti ve securities: 

. · <:s(~~k ~ptici~. ~~ants ~d rc~trictcd ~tock · · 'irit,s3l . iE.tis 173,764 

Weighted-average number of common and potential common shares outstanding (diluted) 23,617,101 23,265,206 23,112,518 

Stockoptionsandstockwarrantstotaling 90,735, 361,464and 165,802 fortheyearsended February28,2013, February29,2012 and 
. February 28, 2011, respectively, were not included in the net income per common share calculation because the exercise price of these 
options and warrants was greater than the average market price of the Company's common stock during !he period. 

s) Other Income (Expense) 
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Reotal1ncomt: 

Miscellaneous 
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I ,15:l 

510 
580 

Total olilcr, n"l ·~-~--~L s (J,m) $ 3,204 

Miscci:c..ncous f,:)( rite yc.2f CJ(.k:r: Fcb:lJ.'H~/ ;.:--;, ~:CJ. '3 !r.:;~~:·..:~·~ :.:-.:· ... :.m·:: ::Jit.-~_; ~(: !egJi ::;~,.;tllcmcnts rc.cuv~.-:d by Klipscl, or appw:>..Hfttl.LI:Iy 
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upprn>: ml:.t;:iy S2,000. Net fcHcign curTer.Jt;y g<t.in ic-.r the '/r:a.- e: J1.k:; ;.: ::bn:a~y ~:~8, .~0! ~~ inciude:s a £447 loss rc!arcd to tbt~ Fcbnt<t(_'/ 20 i :{ 
devaluation of the BollvCtr FUt ... 'ilr: by the Vr::-Jezw:Lw ):l•)V(:;....,;r-r:_:.:n• ... ,r.: fc.:•;ig:t •:uncncy gain forth...: year cnd~.!d .February 28, 20 ~ l ;nc!udcs u 

lranslation gnin ot approx1m~tci.y £l,'i·OO related to th:.~ l'lirn~r.at:m: .:d r.(.!l'- ~~.6 cxch.:mge rate 10 Vcncz.ucla. 

Long-lived assets and certain identifiable intangibles are rc,·icwcd for impainnent in accordance with ASC 160 whenever events oc changes 
in circumstances indicate that the carrying amount of an a8set rnay 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 undiscountcd net cash llows expected to be generated by the asset. 
Recoverahility of assets held for sale 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 he recognized is measured by the amount by which the can-ying amount of the 
assets exceed the fair value of the assets. 

u) AccountingjQ! S[9ck-Based Compensation 

The Company has a stock-based compensation plan under which employees and non-employee directors may be granted incentive stock 
options ("!SO's") and non-qualified stock optior.s ("NQSO's") to pr,rchase. shares of Class A common stock_ Onder the plan, the exercise 
price of the I SO's will not he iess than the market value of the Company's Class 1\ common stock or greater thau 110% of the market value 
of the Company's Class A common stock on the date of grant. The exercise price of the NQSO's may not be less than SO% of the rnar ket 
valut.: of the Company's Class A comrnon stock on the date of grant The plan pcnnJt:l for options to be exercised at varions intervals a.s 

determined by the Board of Directors. However, the maximum expiration period;_, ten years from date of grant. The vesting requirements 
are detennined by the Board of Directors at the time of gran!. Exercised optrons arc issued from authorized Class A common stock. As of 
February 28, 2013, approxU:ualely l,7R4,000 sh:ucs were availahk for future grants uudcr the terms of these plans 

Options are measured at the fair value ofthe award at the date of gr ani and are recognized as an expense over the requisite service period_ 
Compensation expense related to stock-based awards with vesting terms arc amortized using !he straight-line attribution method. 



Dividend yield 

Volatility 

The Company granted 256,250 options during [kccmber of 2012, which vest on July I, 2013, expire two yeil!s fwm date of vesting (June 
30, 2015). have an cxe1cise pncc equal to $6 79, $0.25 above the 'ales p11ee of the Company's stock on the Jay prior to the date of grant, 
have a contractual term of 2.5 years and a grant date farr value of S I 9') per share, detcm1ined on a 13lack-Scholes valuatron model (refer 
to the tables below for assumptions used to detc111llllC filrr v;lluc) 

In addition, the Company tssued 17,500 wan ants dunng IJcccmhcr of 2() 12 to purchase the Company's co nun on stock wrth the same 
terms as those of the opt tons above as consideration for future legal and professional services. These wan ants arc rncludcd in the 
outstanding options and warrants table below and will be cxcrc!Sablc on July I, 2013. 

TI1e Company granted 246,250 options during May of 201 1, which vested on february 29, 2012, expire two years from date of vesting 
(Febnrary 28, 2014), have an exercise price equal to $7.7 5, $0.25 above the sales price of the Company's stock on rhe day prior to the dare 
ofzrant, have a contractual tem1 of 2.75 years and a grant date fair value of $3.08 per share determined based on a !3lack-Scboles 
valuation modeL (Refer to the table he low for assumptions U;)t:.d lo determine fair value.) 

In addition, the Company issued 22,500 warTants during May of 2011 to purchase the Company's common stock with the same terms as 
those of the options above as consideration for future legdl and professional services. These warrants are included in the outstanding 
options and warrant table below and considered exercisable at February 29,2012. 

The Company granted 861,250 options in September of2009, one-half vested on November 30, 2009 and one-half vested on November 
30, 2010, expire three years from date of vesting (November 30, 2012 and November 30, 2013, respectively), have an exercise price equal to 
$6.37 (the sales price of the Company's stock on the day prior to the date of grant) have a contractual term between 3.2 and 4.2 years, and 
a grant date fair value of $2.69 per share determined based upon a Black-Scholes valuation model (refer to the table below for assumptions 
used to determine fair value). 20,000 of these options expired unexercised on November 30, 2012. 

In addition, the Company issued 17,500 warrants in September of 2009 to purchase the Company's common stock with the same terms as 
those above as consideration for future legal services. These warrants arc included in the outstanding options and warrants table below and 
considered exercisable at February 29, 20 12. 6,250 of these warrants expired unexercised on November 30, 2012. 

The per share weighted-average fair value of stock options granted during the years ended February 28, 2013 and February 29, 2012 was 
$1.99 and $3.0&, respectively on the date of grant. There were no stock options granted during the year ended February 28, 2011. 

The fair value of stock options and warrants on the date of grant, and the assumptions used to estimate the fair value of the stock options 
and warrants using the Black-Scholes option valuation model granted during the year was as follows: 

Year 
Ended 

February 28, 
2013 

Year 
Ended 

February 29, 
2012 

Risk; free interest rate 

Expected life (years) 
·.·.:_·; 

0% 

51.3% 

0.32% 

2.5 

0% 

65.4% 

0.9~% 

2.8 

The expected dividend yield is based on historical and projected dividend yields. The Company estimates expected volatility based · 
primarily on historical price changes of the Company's stock equal to the expected life of the option. The Company uses monthly stock 
prices as the Company's stock experiences low-volume trading. We believe that daily fluctuations are distortive to the volatility and as such 
will continue to use monthly inputs 
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I be c·(J!l\(l,Jil)" t!'dt_t;nl!l"d ->tn~··k-1>.1:,_'1] :~Dmpcn;-..a{J()!l exp.~n~)e (lH.:\tJl<_'. dc!~_'I!L'd li}L.•l!ll;' (,),\ hclc{it·;) for ,j\-1/,jj(l:) .t'.ldll[L'd li!Jtkr lh:· ( 1/lll;Jd!lV':. 

'·IUl k <1jl([(J'l pi,Jll ~Ill lllc· lni],)l.\'11\.'~ ]lilt' lft'!ll' ]I\ lhL' ClllhOJt:i;-!l;~d ~.\;<lnll'"<l v 1 , •. ,\.1 !l~r·ll:- :nlt';: IJI:lfH('iJ('/hiV< !IH tllll<' 

Cicner:1l rmd ;1dnuni-;tra!Jvc expenses 

Fn~~m~enng and tcchnic:tl r,uppor1 

Stock-h;~scd ct,mpe!tS3.tion expt:nsc before Lncome tux bcncflts $ 

149 

182 s 

I lei 

681 
~ 

828 s 

X') 
1,172 

I ,2X4 

N.:;t '";CG!':JC ~,,·<':; !lilfi<lC:r;(; i:'.'f ';: ~ : ~. r>;rtr:r :.-u,~, ~ ~ (~;- ~: (af:c; : •.J'.) .;;;;. r '.?, ~·- ::c-d:. :r \;};, J ,.- -~ll..•C: . i.:.,.,~~(·\j C!)l11pL~iiSatitJ!l e.xpc.n-.;t.""; or so()(,, Su.CJ:i 
2<td .S0.0J p~~r d1lulcd shau: l'nr thf': /r:ac.s c.ndnj f'd)f'!Jary ?3, ):)t~~ _L.-c-1.::·· 1(;1 ~' a rtd Fc·bruJry 26, 20i i, H:src-.:tr·;c·!_~, "!he 
Cornpdll)' n.:~:orded <::r! i.nc,.:;m!2 [3;·~ bGnefll i.rt i··;sc;ai ~.:Gt :, :-~'.. i.hr; Compai:y· V·1H': 1:;;.::, :~.1:' :n··)tt: likely !tun noi :hat the tax bcnc:iii \.vi!i be 
realizP.d 10 fut;Jrc periods 

Out,tamliog and exercisaulc at February 28,2010 
GtankJ 

Exercised 

Fo,feitcdlt•xpircd 

Outstanding and exercisable at February 28, 20 II 

Granted 

Exercised 

for(cJtcdJexptreJ 

Outstnlldtng und cxcrcisableat February 29,2012 
(~!anted 

ExcJci~e:d 

F0c re,tcd/c:xpuerl 

Outotanding arod exercisable at Febmaty 28,2013 

Number 

of Shan's 

1,315,584 .j; 

(IRQ iJ'i) 

(240,209) 

886,250 

268,7 50 
(6 I ,875) 
(22,500) 

I ,070,625 
273,750 
(404,852) 

(26,250) -----··---
913,273 

·--~------·-.... ·-·-

\.Vcightcd-

Aver.age 
J:':xerd~e 

Price 

6.9! 

10.38 
----· 

6.40 
7.75 

6.37 

7.36 

6.72 
6.79 

6.49 

6.37 

6.85 

At February 28, 2013, the Cornpauy had unrecognized compensation co.~ts of $363 related to non-vested options. n,c,:e unrecognized 
compcnsatton costs will be fully recognized by July 3, 2013. At Fehnmry /.0,, :20 I 2, tho Company had no unrecognized compcnsatio11 cos to 
as all stock opt1ons were fully vested. • 
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Extrci\c 
1'1 j(:C Number 

of Shan•s 

\Vdghtcd
A\'cragc 

Ext••·cisc 
l,rice 

of Shares 

\\'cightcd
Avcragc 

Life 
Remaining 

in Years ~~'!f::._ ___ _ 

6.37 

6.37 406,123 $ 6.3 7 0 .lR 

7. 75 233,400 $ 7.75 1.00 

6. 79 273,750 _s ____________ 6_. 7_9 __________ 2_.3_3 

7.75 '113,273 ..:..$_________ 6.85 1.12 

The aggregate pre-tax intrinsic value (the difference between the Company's average closing stock price for the last quarter of Fiscal 2013 

and the exercise price, multiplied by the numl>er of in-the-money options) that would have been received by the option holders had all option 
holders exercised their options on February 28, 20 l3 was $1, 162. This amount changes based on the fair market value of the Company's 
stock. The total intrinsic values of options exercised for the years ended February 28, 2013. February 29, 2012 and February 28, 2011 
were $1,845, $387 and $444, respectively 

In May of 2011, the Company granted 100,000 shares of restricted stock. A restricted stock award is an award of common stock that is 
subject to certain restrictions during a specified period. Restricted stock awards arc indcpcmlent of option grants and arc subject to forfeiture 
if employment terminates prior to the relea~c of the restrictions. Shares under the above grant will not be issued to the grantee before they 
vest. TI1e grantee cannot transfer the rights to receive shares before the restricted shares vest. The restricted stock awards vest one-third on 
February 29,2012, one-third on February 28,2013 and one-third on February 28,2014. The Company expenses the cost of the restricted 
stock awards on a straight-line basis over the period during wh.ich the restrictions lapse. The fair market value of the restricted stock of 
$7.60 was determined based on the closing price ofthc Company's common stock on tbe grant date. 

"!be following table presents a sununary of the Company's restricted stock activity for the year ended February 28,2013: 

Number of shares (in 
thousands) 

Weighted Average Grant 
Date Fair Value 

Bala~_c:~ ~·!.:v ~~~~ .:i.~.~. i.~;);:~~:;::(};Et'~:~;~~ .:.:~~~~;: ~::~~{l,.:::~:·.::·.·;·:\·:L::: ... · , ..... '· . ~ . .,:, ',~·~~:: :•; '.:.:•i,~~< ·; Li·~· >~::.~: )~ .':•.:~~:· ,.·; 
Granted 

Vested. 

Forfeited 

Balance at February 29,2012. 

Granted 

Forfeited 

Balance at February 28, 20 I 3 

100,000 

. ('i3,JJJ"j 
7.60 
7_60 

66,667 $ ; .;·;: 7.60 

$ . 
· ;: ~~:{U~.3.3);.;:;'j;,,;::::.::;.:;,:/!t.~:: .. ·: .... :. , . 1 .• 6o 

$ 

During both of the years ended February 28, 2013 and February 29, 2012, the Company recorded $253 in stock-based compensation 
related to restricted stock awards. As of February 28, 2013, there was $253 of unrecognized stock-based compensation expense related io 
unvested restricted stock awards. This expense is expected to be fully recogt1ized by February 28, 2014. 

v) Accumulated Other Comprehensive Loss 
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21) \ J 

j.';>jl(ILlP. It), 

2012 

Durtng the ye:11 ended Febnwry 29,2012, S 1,225 ofurucalizcd losses on available-for-sale Jnvcstrn..::nt secun!Jl:s \Verc transfcrrccJ mto 
(;;,rnings. The FJscal/.012 charge was as a result ofllcclin~s deemed other-than temporary. The currP.ncy translation ndJLhtmcnts nrc not 

Cldju~kd ror Jrll:urnc 1axc~ as lhcy relate lO inddimte invesuncnts in non-U.S. subsldiancs and cgul!y Hl\'(·~irnt>nls 

d.!'. ::t) )l)j1), th~ FASb tssued d.uthontutJve _p,uidnncr·. tJJ.Jdcr i\ .. SC: g20 11 F:tl.r ..,:rdt.!':': r,.,:-~;~··. __ ,::·,Ji~t ,,, , -:r!t, :·:::t."-~losuf'es" that improve:, 
Jtsc]o<:;lH (~_::; around fair value- measurements Tltis pronouncement requires additional dl,sc!usurc~ reg a! dt!ig ti ;wsfers hcl\vecn ! .t~vnls ~, /. 
".llW. J uftl1e (air value hicntrchy of this pronouncement as we!l as a mmc detailed rcecmcdialton of ~ecurnng Level 3 measurements Ccita!n 
~~:;.~·lo:;u.r~ ;.~q:Jin.~t[l{.:(j{S ;;f !his pronouncement \Vo3re -:Jf::.ciiVt:: and <H.lopled by the Company on rvran:'h J' 20 l U, and did not have 3 material 
1m pact on the Company's financial statement~. The remaining disclosure requimments of this ?ronouncernent were effective for the 
Company's first quarter in l'iscal2012. The adoption of this pronouncement did not have a material impact on the Company's financial 
.,tatemcnts. ln May 20 II, A.SC 820 was further amended to clarify certain disclosure requirements and improve consistency with 
mlcmational reporting standards. This amendment is to be applied prospectively and was effective for the Company's first quarter in Fiscal 
2013. The adoption has not had a material effect on the Company's financial statements. 

in June 20 ll, the FASD issued authoritative guidance induded in ASC 220 "Comprehensive Income" tciated to the: presentntion o[ 

comprehensive income Specifically, the new guidance allows an entity to present components of net income and other comprehensive 
income in one conlinuous stat~ment, referred to as the statement of cornprehensivc income, or in tv.to separate;, but conse-cutive statements 
The new guidance eliminates the current option to report other comprehensive income and its components m the statement of changes in 
equity. While the new guidance changes the presentation of comprehensive income, there arc no chanecs lo the components that are 
recognized in net income or other comprehensive income under current accounting guidance. The adoption ofth.is disclosure-only guidance 
dtd not have an impact on the Company's consolidate(! financial ""ults and was adopted by the Company hcginoing in the tirst quarter of 
Frscal 2013. 

[n September 2011, the FASil issued auth.ontative guidance in ASC 350 "Intangibles- Goodwlil Gnd utilcr" Ill tended to simplify goodwill 
impaiwwnt testing. Entities will be allowed to perfom1 a qualitative assessment on goodwilt impainnelll I<> dett·llnine whether it rs more 
likely than not (defined as having a likelihood of more than 50 percent) that the fair value of 3 repor1ing unit is less than its ca11ying 
am(Hmt as a basis t'01 Jeternnmng whcttlcr it is necessary to perform the lwo·-stcp goodw1U illljJ':i!nr:ent tc':it. 'i'h1s gutdJncc is effective fo1 

guodwii!Jmpairmcnt tests pel furmeJ in interim &uJ annual periods for fiscal years beginning atkr December ! ), /.0 II, or tl:c Company's 
f1rst quarter <)f Fiscal 2013. The Company adopted this guidance as of March 1, 2012 and does not expect th.c gu1dancc lo have a material 
unpact on its financial statements. 

In Febnrary 2013, the FASB issued ASU 2013-02 "Reporting of Amounts Reclassified Out of At:c.llmuiRicC: Oihcr Comprehensive Income" 
\Vb!r:h requires an entity to rcpor1 1 either on the face of the si.atemcnl where net income 1~; presented, \1! i1·1 tl1c nol,~::>, rh~ dlcct of signilicant 
n:b:~sific~11nn~ out of accumulated other comprehensive mcome on !.he respective line i.terns m net it"!C/)n•:: d tLe r.ufn·"iullt !.win~:, rrcl<lssifidl 

:-.: , : quu ,;,:) lirJ<.kl d .~; Ct\ ;\ P to be rcdassiricd ! r. their cntirdy lo net income. FcH othc1 aJ~IIJUfd:.: d:rJ· :::.c' ·1 1J\ fcqL·: rl:(} undr:; l.l.~) . .::-d\, \ P to 

be lt~\.LlSSlficd 111 tbc:n enlirdy to nr:l income m the same rcporttng period, an f"ntity iS rcquirf~ci 
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to cross-rckrcncc other disclosures required under U.S. GAAI' that provide additional derarl about those amounts. Th.is disclosure only 
guidance ts effective prospectively for fiscal years beginning after Decem be< I 5, 2012, 

7) !tusmcss Acquisitions 

lhrw·hmnnn 

On March 14. 2012 (the "Closing Date"). Voxx, through its wholly-owned subsidia<y VOXX lntemational (Germany) GmbH ("Voxx Germany"). 
purchased the stock of Car Communication Holding GmbH, a recognized tier-! supplier of communicatiOns and infotainment solutions, primarily 
to the automotive industry, pursuant to the Sale and Purchase Agreement for €87 ,5 71 ($1 14.397 based upon the rate of exchange as of the close of 
business on the Closing Date) subject to an adjustment for working capital plus related transaction fees and expenses. The acquisition of 
Hirschmann further diversifies Voxx's offerings and creates strategic opportunities for the Company to leverage lhrsehmann's advanced teclmologies. 
The Company believes thts will lead to more advanced and creative mobile electronics products and contmued !,'T0"1h with car manufacturers 
worldwide. 

On the Closing Date, the Company, certain of its directly and indirectly wholly-owned domestic subsidiaries, and Voxx Germany (collectively, the 
"Borrowers") entered into an Amended and Restated Credit Agreement (the "Amended Facility") with Wells Fargo Bank, National Association 
("Wells Fargo"), as Agent, and the other lenders party thereto. The Company borrowed $148 million under the Amended Facility on the Closing Date 
and used a portion of the proceeds from such borrowing to fund Vo"" Gennany's acquisition of Hirschmann. On the Closing Date, the Company 
also repaid and terminated its existing asset-based loan facility with Wells Fargo Capital Finance, LLC. 

In order to hedge the fluctuation in the exchange rate before closing, the Company entered into two forward contracts totaling $63,750, both due in 
March 20 12_ The forward contracts were not designated for hedging, and as such, were marked to market at February 29, 2012 and when they were 
settled in the first quarter of Fiscal 2013. A foreign currency gain of$ I ,581 was recorded in the fourth quarter of Fiscal 2012 when the contracts 
were marked to market at year-end and a foreign currency loss of $2,670 was recorded during the three months ended May 31, 2012, when the 
contracts were settled, reflecting the loss on settlement. 

Net sales attributable to Hirschmann in the Company's consolidated statements of operations for the year ended February 28,2013 were 
approximately $153 million. 

The following table summarizes the fair values of the assets acquired and liabilities assumed, as of the Closing Date, and the amounts assigned to 
goodwill and intangible asset classifications: 
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C:;,sh 

Tota! J.'iscts acqu1rcd 

Accounts payable and accnJed cxpL·nscs 

lucomc taxes payahl(~ 

Deferred taxes, net 

!Jan!< obligation.~ 
Capital lcJse ob!igi~~-i;Jt'') 

qarch i-t. ?h17 (;F 

initial!) rrportrd 1 
-··------·--

168,045 

26,953 

2.,848 

5,619 

.\ 1,43C• 

5,8G7 

936 
(4,778) 

3,933 

1,749 

32 

Y·lli 

I Gg,9Sl 

22.175 

),IW\ 

9,572 

. \ .-01(; 

;Juring the measurement penod, the.- Company recorded $10.7 n1illion of net deferred tax liabilities related to tht:: basis diff'crcnc.~ bnwecn the iln<~.ncia! 

reporting value and the tax volue, and the adjustments to the intangible assets value in connection with our preliminary purchase rnrcc valuation 

The amounts assigned to goodwi!t and intangiblr. assets for the acquisition are as follows: 

Goodwill (non-deductible) 

Customer relationships 

Patents 

$ 

!Vlarch 14, 20!2 (as 
initially reported) 

70,864 
r .,,, 
,.;, i V.i. 

9,376 
6,296 

Measurement Period 
Adjustments 

$ (!0,253) 
... .: :.~c _,., ... _ .... 

!0,0!6 
759 

lVfarch 14, 2012 (as Arnvrtizat.ion Period. 

adjusted) ('tears) 

$ 60,611 NIA 

10,-~:oo !:;:.!d~r-.1:e 

19,392 !5 
7,055 10 

/\cqursition related costs relating to this acquisition of $1,13 I and $!, 526 were expensed as incuncd during the latter half of the year eiHkd 
February 29,2012 and during the year ended February 28,2013, respectively, and are included in ncquisition-relarcd ::v:t•; ;;,">he"' >es;Ju:llw 

pe1 tods in the consolidated statements of opcrauons and comprehensive income 

On March 1, 2011, Sound tech LLC, a Delaware limrtcd liability company and wholly-owned subsidiaty of Voxx, acquired all of the tssued and 
outstanding shares of K1ipsch Group. Inc. and its worldwide subsidiaries for a total purchase price of $169.6 million, consisting of cash paid at 
closing of $167.4 million, includine a working capital adjustment, and contingent consideration of S?..2 mil.tion a~ n. rcwl l of' a.con!ractual 
arrangement w1th fom1er shorcholrlcrs, plus related transaction fees and expenses. Klipsch is a global provider of high-end spcake1s fn1 audio, muili 
r.ced1a. ar.d home thculcr appiication~. Tlle acquisition ofKJipsch adds \.vorkl-dass bmnd nan1cs tv Voxxfs :)fferi:1g0, incn=:a:;::-::: it.: di:;tr~butinn 
rs(·!v,·:);-k, hoih domcsucaily and abrn<<d, and provides the Cornpany wlth ~:.ntr~y into 1!\e h~~~~-.-~nd ir:-sta/la'lion 'Ti:irkc; r..t' ·:o'f q-.,.-: ._., __ ,_:de!:\!;~ ~PC 
i_>:;l[llt~r~:!al icve; ~n ,_j'jdJiiOfl ;_:_:· tl:c Klipsr.h(i~) brand, the Klipsch portfolio inc..!udes Jar110®, ~1./fi.ragl.~lP), ·and Ener-gy®. 

83 
-----··--···-·----·-··------------------ ·-·-----------·-·--------··-·--·----· --------·-··-----·· 



In conneclion w11h lh~ acquisilion, the Compdny entered inlo a $175 million credit agreemenl wilh Well;; Fargo Cap11al F1nance, LLC to fund a 
portion of the acqu1sit1on and l\11ure working capital needs, as applicable AI closing, approx1malcly $89 million was bon owed under the Credit 
AgJeemcnr to fund 1hc balance of the purchase pnce. 

Net sillcs alii ibutablc to Klrpsch In the Company's consolidated statements of operations ;md comprehcmivc income for the years ended 
Februilry 2X, 2013 and February 29,2012 were approxirnalcly $174 million and $170 million, lt'spcctivcly 

During the fomth quarter of Fiscal 2013, the Company identified an error in the consolidated financia I staternems for the ye;~r ended February 29, 
2012, related to the Klipsch purchase price. Accounts payable acquired in the acquisition was incorrectly overstated and income taxes payable 
acquired was understalcd, which also resulted in an overstatement of goodwill from the purchase price. We evaluated the malerialily oflhe error from 
a qualitative and quantitarive perspective. Based on such evaluation, we concluded that the correction was not material to any individual prior period 
or for the year ended February 28, /013, taking into account the requirements of the Securities and Exchange Commission Staff Accounting Bulletin 
No 108, "Considering The Effects of Prior Year Misstatements in the Current Year Financial Statements," or SAB 108. As discussed in SABI08, 
though the error correction does require restating consolidated financial statements for prior periods, the error CO!Tection docs not require the 
amendment of pnor period filings. As a result, the accounting correction has reduced accounts payable by $1,729 and goodwill by $1,297 and has 
increased income taxes payable by $432 on the consolidated balance sheets at February 28, 2013 and February 29,2012. 

The following table summarizes the final allocation of the purchase price to the fair values of the assets acquired and liabilities assumed at the date of 
the acquisition and adjusted for the error identified in Fiscal 2013: 

Accounts receivable 

lnventory 

Prepaid ~xp~ns'es ~nd other ~~ent assets 

Property,_ plant and equipment, net 

Goodwill 

Intangible assets 

D~fe,.;.ed_ ta{~~~~-
Total assets acquired 

Acc~unts payable 

Accrued expenses and other liabilities 
ncr~rr~d ~ak: li~6iiitids · · · 

Net assets acquired 

. .... . -·.-: ... ·: 

March 1, 2011 

$ 

<'•''-· ·f:r·· .. , 

. ~. . ~ ': 

$ 

28,614 

30,167 

846 

6,347 
7!i,696 
82,563 
. 3,086 

230,319 

14,067 

13,Q96 
33,557 

169,599 

During the measurement period, the Company recorded $30.5 million of net deferred tax liabilities related to the basis difference between the financial 
reporting value and the tax value, and the adjustments to the intangible asset values in connection with our preliminary purchase price valuation. In 
addition, the original purchase price allocation was adjusted by $2.2 million during the quarter ended August 31, 2011 to account for contingent 
purchase price consideration. As a result of these changes, goodwill associated with this transaction was adjusted accordingly. 

The amounts assigned to goodwill and intangible assets for the acquisition are as follows and adjusted for the error identified in Fiscal 2013: 
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(loorlwlll (non deductible) 

I r;Hh:H::!IJC~, /nun 'kdu,.iliYk) 

('u'>IO!llC! rc!dlionship:. 

Pro-(ornw Financwl !n(Onnativn 

s 
:vlarch i.,20ii 

"18.6% 

•19,.116 

12,001) 

N/A 

!ndl·fmJt;' 

1 s 

The following unaurlitcd pro-forma financial infonnation for the years ended February 28,2013, r:ebmaty 29, 2012 and February 28. 2011 
repre<cnts the combined results of the Company's opcrallons '"if Klipsch was included for the full year of f-iscal 20 II and as tf the f !Jrschrnann 
c,·quisition h;ld occuned ::1!. ~-Luch l ?.Oll The 'JfliliJdit;~d p!t•-f•.H!Tli• financial infonrHtioo d(d.~~, roN rJC:( r·~c;;ni!y rellt:rl the Te:,ult~·- •")( upr.P:.;ti•m.:; 1!,:;_. 
would h.:.;:v.':'" (JC(:ur;:-cJ had the Company consl!ll.J!::d;:. 5Jnl~k en: tty dunnt, such periods 

Net Sales 

th;t income: 

Net incom~ per sharc:--<iiluted s 

Year 
Ended 

February 28, 
2ot3 

843,091 

26,624 

Ll3 

~ .. 
$ 

\'en-.:.· 

Ended 

February 29, 
2012 

860,372 

22,225 
0.96 

$ 

$ 

Ended 

February 28, 
2011 

728,2.66 

32,430 

1.40 

The above pro-tomm rcsuits include certain adjustments for the periods presented to adjust the financial result~ and give consideralioll to the 
assumption that the acquisitions of Hirsdur1ann and Klipsch occurred on the first day of Fiscal 2012 and Fiscal 2011, respectively. These 
adjustments include costq such as an estimate [or amortization and dc!Jrcciation associated with intangible and fixed asset.< acquired, '"lditional 
financing costs as a result of the acquisitions, and the movement of expenses specific to the acquisitions from Fis~a1 2013 and Fiscal2012 to Fiscal 
2012 and Fiscal 2011, respectively. These pro-forma results of operations have been estimated for comparative purposes only and may not reflect the 
actual results of operations that would have been achieved had the transactions occurred on the dates presented or be indicative of results to be 
achit"ved in !h12 fut1ne 

The Company has recorded receivables from vendors in the amount of $9,943 and $4,011 as of r:cbruar; 2&, 20l:l a ad FeiHuety 29, 2012, 
rc.spec:ttve!y. Rccr,ivables fi·orn vendors represent prepayment~ on product shipments and product rcimbUJ-scmcr.ts. 

4) kill!itv Inveslment 

The Company has a SO% non-controllmg ownership interest in ASA Electronics, LLC and Subsidiary ("ASA") which acts as a distributor lo 
markets fO! 5pccializcd vehicles .. such as RV's. van conversions and marine vehicles, of televisions and other AUiomotive sound, security ~nd 
'lCCcs<ory products. ASC 810 t"quircs the Company to evaluate non-consolidntr.rl entities periodically, and as circumstances change, to determine if" 
an irnolicd •:on trolling i•Jtercst exists. Dunng Fiscal 20 I 3, the Company evaluated this equity investment and concluded that this is stili a variable. 
;_ntT:r,-:;:· '~'rH:~y :J.nd tlw Company !s t!c.il. the primary bcncftcwry AS,.\ 's fisc ill year end i;. November 30, 2.0 L~, 1tnwevt.:r, fhr:~ propn:ti(m3.1'~ reo;;;Jli.s ~~r 

.: ... c.: :~.-.c, :.;lr:J:Jt_l; !-"dJnHu·r ~1.f·, /C L} iJc..·,.e L;ecr, reciHJcd in the c:onso!idatcd financial statement~ 
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The followl!ll', presents unaudited summary financral infonnation for ASA. Such summary financtal intormatton has been provided hcrc111 based 
upon the mdJvJdual significance of this unconsolidated eqtJJty mvestment to the conso!idatcd tinm1C1al miOrmatlon of tbc Company. 

Fehruary 28, Fchruary 29, 
2013 2012 

(una11dited) (unaudited) 

Cuncnt assets $ 34,409 $ 28,'J34 
Non-current assets 4,980 5,068 
Cuncntliabilities 4,353 4,216 
Members' equity 35,036 29.n6 

The equity balance carried on the Company's balance sheet amounts to $17,518 and S 14,893 at February 28, 2013 and February 29, 2012, 
respectively. 

Year Year Year 
Ended Ended Ended 

February 28, February 29, ~·e!Jruary 28, 
2013 2012 2011 

(unaudited) (unaudited) (unaudited) 

Net sales $ 8~.062 $ . ·. 7:1;392 $ 68,796 
Gross proftt 25,452 21,735 18,478 
Operating income ""9;1#"• 8,039 5,756 
Net income 9,760 8,071 5,810 

The Company's share of income from ASA for the years ended February 28,2013, February 29,2012 and February 28,2011 was $4,880, $4,035 
and $2,905, respectively. In addition, the Company received cash distributions from ASA totaling $2,25 6, $1,906 and $1,413 during the years 
ended February 28,2013, February 29,2012 and February 28,2011, respectively. 

Undistributed earnings from equity investments included in retained earnings amounted to $12,192 and $9,567 at February 28,2013 and 
February 29,2012, respectively. 

The following represents summary information of transactions between the Company and ASA: 

Net Sales 

Accounts receivable 

5) Accrued Expenses and Other Cun·ent Liabilities 

Accrued expenses and other current liabilities consist of the following: 

86 

Year 
Ended 

February 28, 
2013 

Year 
Ended 

February 29, 
2012 

Year 
Ended 

February 28, 
2011 

(unaudited) (unaudited) (una,udited) 
.... ,. :.·::·J9.(,· t.':.:;.;·:.~.·;c ··63,~ .,. s ·. · 477 

$.· 

February 28, 
2013 

59 $. 

Fcuruary 29, 
2012 
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Febru;;ry 28, 
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F•·or11ary 29, 
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-------~---~=~-- ____________ ··_,. ~~~~~-~---
rutal ~ccrucd expL'IlSCS and Other Cll/TL/11 liJhilltics s 51,523 s 52,679 

The Company has tile follow!ng financ111g anangerncnts· 

F\~bcuar;- ;~H, 

l.OlJ 
Fc-ba!3.ry 2)·~ 

:wu 
i Jr-qnc':it!C. bank ob!igalJous (a) ~5 : ,.5 ll~ 

ElHG ass~t-based iending obligadon (h) 

Euro term_ loan agreement (c) 

Schwaiger mortgage (d) 

1,3•1! 

695 
!,888 

8,388 

8,369 

1,318 
2,024 

2,230 

8'/0 Klipsch notes (c) 

Audiovox Gem1any mortgage (l) 

Hirsc!unann line. of credit (g) 

Total debt 1'15,016 

26,020 

3ll,452 

3,592 Less: current p01tiou of long-term debt 

.... -·-1 '--- ~--- ..1-t. .. 
~ ,,,,..., .vur.;-''-''"''' ~·~"' 

a) Domestic Bank Obligations 

From March l, 2012 through March 13, 2012, we had a revolving credit facility (the "Credit Facility"). Funds from the Credit Facility 
wore used to complete the acquisition ofKlipsch in March 2011, as well as to fund the temporary short-term working capital needs of the 
Company. The Credit Facility had an aggregated committed availability of up to $175 million, which could be increased at the option of 
the Company up to a maxi mull! of $200 million The Credit Facliity mcludeJ a $25 million sublimit for issuances of letters of credit and a 
$20 million sublitnit for Swing Loans. 

The Credit Agreement contained covenants that limited the ability of certain entities of the Company to, among other things· (i) incur 
additional indebtedness: (ii) incur hens; (iii) merge, consolidate or exit a substantial portion ofth<!ir business; (iv) transfer or dispose of 
assets; (v) change their names, organ1zationaltdentlflcation number, stale or provtncc 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 ~ny Re~~tricted junior Payment; {x) change their fiscal year (>r mclhod of accounting; (xi) make advances, loans or mvestments; ()._ii) 
ente1 into uA pt~rrnit any fmn.sactlons with an Arfiliate orcer1.ain entilies of the Comrany; (xiil) usc proceeds for cenain items; (xiv) issue or 

sdl?.n.Y cf~he!! .S!ol-:~; ::HH.Yuc (x.v'; ·-·c·nsi~3rl 01 sc.ll <m.v o:--rh,·ir ;nvcn1ory nn r.c:·win terms: 

(\..<:. ,1 rr.:::>n!L nf tire. r~CidJli,w of tlv.: ~~·ir:dit Facdii.y, the Cmnpany incurn~d debt ri11anc.tng co~{::; of' approximately $3 J n:illion in Fiscal ;~o II-., 
\,;,•hic!1ere ~·ecor~.~ed fLt.: defCiJ:;d financing co:-;l.s and arc ii1cluJ::~d mother assets and amortized through inlerest Flnd bank chmges ovc! th(· 
tcnn of the Credit Facility. 
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On March 14.2012, the Company amended and restated tl> Crcdrt FaCI!tty (the "Amended Fact!ity"). The Amended Facilrty provrdes for 
senior scctlfed Cledit facilittcs man aggregate prmcrpal amount of $205 million, consisting of a revolving credit faciltty of S I 30 null ton 
(comprised of a U.S rcvolvrng credit facility of $30 million and a $50 million rnulttcurrency revolving facility, of which up to the 
equivalent of $50 million is available only to VOXX International (Germany) GmbH in curos) and a five year tenn loan facillly in the 
aggregate pnncrpal amount of '5.75 rntllion. $60 mtllron of the U.S revolving credit facility is available on a revolving basiS for live years 
from the closing date. An addtttonal $20million rs a variable dunng the periods from Scpte111ber I, 2012 through January J I, 2013 and 
from September I, 2U I J through November 30, 201 3. The Amended F acrllty includes a $25 million subh nut for issuers of letters of crcdrt 
for domest1c borrowtng;:; and a $] 0 mlllion subl1mi1 for Swmg Loans. 

Generally, the Company may designate specifrc borrowings under the Amended Facility as either Alternate Hase Rate Loans or L!HOR Rate 
Loans, except that Swing Loans may only be designated as Alternate [lase Rate Loans. VOXX [ntemational (Gennany) GmbH may only 
borrow curos, and only as LIB OR rate loans. Loans designated as LlBOR Rate Loans shall bear interest at a rate equal to the then 
applicable L!flOR rate plus a range of I 25- 2 25% based upon leverage, as defined in the agreement. Loans designated as Alternate 8asc 
Rate loans shall bear interest at a rate equal to the base rate plus an applicable margin ranging from 0.25 - 1.25% based on excess 
availability in the borrowing base. As of Febn•ary 28, 2013, the interest rate on the facility was 2.54%. 

ll1e $75 million five year term loan facility is payable in twenty quarterly installments of principal conunencing May 31, 2012, each in 
the ammmt of $3,750. All other amounts outstanding under the Amended Facility will mature and become due on March 13, 2017. The 
Company may prepay any amounts outstanding at any time, subject to payment of certain breakage and redeployment costs relating to 
LlBOR Rate Loans. The conunitments under the Amended Facility may be irrevocably reduced at any time without premium or penalty. 

The Amended Facility reqLLires compliance with financial covenants calculated as of the last day of each fiscal quarter consisting of a Total 
Levemge Ratio, a Consolidated EBIT to Consolidated Interest Expense Ratio and Capital Expenditures. 

l11e Amended Facility contains covenaitts that limit the ability of certain entities of the Company to, among other things: (i) incur additional 
indebtedness; (ii) incur liens; (iii) merge, consolidate or exit a substantial portion of their respective businesses; (iv) make any material 
change in the nature of their business; (v) prepay or otheiWise acquire indebtedness; (vi)' cause any Change of Control; (vii) make any 
Restricted Payments; (viii) change their fiscal year or method of accounting; (ix) make advances, loans or investments; (x) enter into or 
permit any transaction with an Affiliate of certain entities of the Company; or (xi) use proceeds for certain items (including capital 
expenditures). On May 14, 2013, the Company received a waiver for non-compliance with the covenant limiting the usc of proceeds for 
capital expenditures. As of February 28, 2013, the Company was in compliance with all other debt covenants. 

The Amended Facility contains customary events of default, including, without limitation: failure to pay principal thereunder when due; 
failure to pay any interest or other amounts thereunder for a period of three (3) business days after becoming due; failure to comply with 
certain agreements or covenants contained iu the Amended Facility; failure to satisfy certain judgments against a Loan Party or any of its 
Subsidiaries (other than Immaterial Subsidiaries}; certain insolvency and bankruptcy events; and failure to pay when due certain other 
indebtedness in an ammmt in excess of $5 million. 

The Obligations under the Amended Facility are secured by. a general lien on and security interest in the asset• of ce1tain entities of the 
Company, including accounts receivable, eqnipment, substantially all of the real estate, general intangibles and inventory provided that the 
assets of Hirschmann Car Communication Gmbll and the foreign guarantors will only secure the Foreign Obligations. All Guarantors other 
than subsidiaries of Hirschmann Car Conununication GmbH have jointly and severatly guaranteed (or will jointly and severally guarantee) 
the obligations of any and all Credit [>arty Obligations, and each Foreign Guarantor will jointly and severally guarantee the obligations of 
Hirschma!lll Car Communications GmbH under the Credit Agreement (i.e., the Foreign Obligations}. 
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fore1gn bank obl1gat10ns mcludc a financmg arrangement entered mt<> 111 October 2000, totalmg 16,000 Euros anu consisting of a Euro 
accounts recci"able facto1ing an·angcment and a EtJto t\sset-Baseu Lending ("ABI."J (ur to tiO% or eligible non-factoreu accounts 
receivable) credit facility for the Cornrany's subsidiary, Audio vox Germany, wh1ch expucs on November I, lO 13 Selected accounts 
rcceiv11ble arc purchased from the Company on a non-recourse basis at 85%) of face value and pay1nent of the remaining I 5°/n upon receip1 
from the custonwr ·:Jfthc btli2tl,~t' ~ .. :·the ~-.~.cero'::lb!t:·. pu:chas·.~·J :·he ".1cti··'!l/ 'Gfir..:k:; th .. ~ [;:;\.:loring agrecmcm i:;: ac.::.ouHtr:dl~}~· ;_;~a ~;.1k. ~~:~ 

8-CC:OVnls rec:Givabk T}H' •:·Jt~~ GJ: H!\err:sr i~ ihr. thrtt; HID<It.! .. Eunbor pil.t':> 9':;..-G f)! ! 1:·~ :.ll February 2g, 2013), and the Cnrnpany f':3f:. 
t/.22~"'~ of its gross .sulcs a-.; s. f.:.i:. f:).- ;ltc: accc;wlis rr:.ceJvabl(_· La..::I,JJJLJg ;:m;wgcmem. /\s of Fcbruc.ry 28.2013, the arnnum :-;fc;ccount·. 
rc::civ<1ble avatlablc f,_Jr L.~ctu;Hl~: L/CecJl!d t[IC amounts Ollfstandini~ under ihi$ obitg<".!Lton. 

On March 30, 2008, Audio vox Gennany m1tered into a 5,000 Euro term loaa agreement. This agreement is for a five year term with a 
financial institution and was used to repay the Audio vox Germany interc:ompany ,1ebtto VOXX International Corporation. Paym~nts uf<CJcr 
the term loan are to be made in twc semi-armual mstallrnents of 500 Etaos beginning on September 30, 2008 and ending on March 30, 
2013. Interest accrues at a fixed r"te of 4.32%. Any amount repaid cannot be rcborrowed. The term loa1\ is secured by a pledge of the stock 
of Audiovox Germany and the Magna! brand name, prohibits the distribution of dividends, and takes precedence to all other intercompany 
loans with VOXX International Corporal ion. 

In January 2012, the Company's Schwaiger subs1d1ary purchased a building, entering into a mortgage note payable. The mortgage note 
bears interest at 3.75% and will be fully paid by December 2019. 

e) K.!iJ2sch Notes 

Included in this hr.lancc is a ilote payable on 3 facility included in the assets acquired in c~nncct1on with the Kilpsch transaction 011 March 
l, 201 l and assumed by Voxx. The balance at Felli ua1y 78, )0 13 IS $?14 and will be fully paid by the end of Fiscal 2018. 

On April 20, 201/., lhe Comp~r;y pw·chas~d the building housing Klip,ch's headquarters in indianapolis, JN tor :bi0.\1 million. The 
Company paid $3.1 millwn cash at ciostng, plus $106 in closing cosL,, am.l a"umcd the rnortcagc held by the seller, Woodview LLC, in 
the amount of$7.8 million. The mortgage IS dnc in June 2013 and bears interest at 5.85% and the balance at Febmary 28, 20B is $7.7 
million. Wood view LLC is a related party, as cer1ain partners arc executives of Klipsch. 



In January 2013, i\ud1ovox Gc'"""'Y fllllchascd 1hc land and budding houslllg their headquancrs inl'ulhc1m, (jermany, entcr111g into a 
mongagc nu!c payable. The 11101tgag~ bear.:;; interc~t ilt 2 8S%1, paytlblc 111 hvcnty-six C)Uartcrly installments through June 2019. 

On July 15, 2012, I luscbmann entered into 311 agreement fur a f-:6,000 working capital line of credit with a financial institution. The 
agreement is payable on demand and is mutually cancelable The rate of interest is the three month Euribor plus 2% (2.21% at 
February 28, 2013) and the line of credit is guaranteed by VOXX lnkllJational Corporation There was no outstanding balance on the line 
of credit as of February 28, 2013. 

The following is a maturity table for debt and bank obhgatwns outstanding at February 28, 2013: 

20!4 
2015 

2016 

2017 

2018 
Thereafter 

Total 

$ 

$ 

26,020 

I ,321 
1,321 
1,314 

140,649 
4)91 

175,016 

The weighted-average interest rate on short-term debt was 4.52% and 4.64% for Fiscal 2013 and 2012 , respectively. Interest expense for the years 
ended February 28, 2013, February 29, 2012 and February 28, 20 II was $6,302, $3,520 and $2,138, respectively, of which $4,133 was related 
to the Credit Facility for the year ended February 28,2013. 

7) Income Taxes 

The components of income before the provision for income taxes are as follows: 

.Dom~~t.i~ Qpc_ra~ons 
Foreign Operations 

The provision (benefit) for income taxes is comprised of the following: 
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$ 

$ 

Year 
Ended 

February 28, 
2013 

_27,4~5 

8,170 

35,655 

$ 

$ 

Year 
Ended 

February 29, 
2012 

Year 
Ended 

February 28, 
2011 
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r edcral 

State 

Total deferred (t,cnclit) provision 

Siale 

Total proviston (l>endit) 

s 

\'<::.r· 

Fnrlctl 

February 2R, 

201J 

1,139 ') 

42 

---- (2,36_?1_ 
$ (588) 
......... ··-·-·--··-··-- ··~-----· .... 

10,038 

','U 

13,161 ·; 

\c:u 

Lndcd 

!·'<:hru;u.l !.'!. 
!0!2 

\'t·ai 

t•,ndl'd 

F" It ru" ry 2H, 
20 II 

4,396 s 
(561) 

( 12, I OJ) 

(1,355) 

l'i<l 

3,994 

·~ ,S9:. 
6x 

.'.,48) 

l:\,?43 

(440) 
----· .. --.. --------·· 
·~----·- ___ (,!_3..:898) 

:'; ( j l,fl2~:) 

(I ,390) 

2,680 

.s: ............... (I?:.~ 35)_ 

The efft!ctive tax raft: bcd,)n~ mcome taxes va1ies from tbx currem :.tat·utory U}~. federal income tax rate as follows· 

Tax provision at Federal statutory rates 

State income taxes, net of Federal benefit 

Change in valuation allowance 

Change in tax reserves 

US effects of foreign operations 

Pctmanent differ~ncc~ and other 

Change in tax rate 

Research & development credits 

Effective lnx rate 

v~ar 

Endl\d 

F~hruary 28, 
1.013 

Year 
~:ndcd 

F~bruary 7.9, 
2012 

Year 
End"d 

February 28, 
2011 

$ 12,479 35.0% $ 13,612 35.0% $ 4,373 

167 

(i6,254) 

159 
92 

97.8 

637 
1,034 

315 
(1,090) 

388 

(270) 

(330) 

$ 13,163 

l.8 
2.9 
0.9 
('l.l) 

l.1 
(0.8} 

1,145 

192 
(241) 

(135) 

921 

(885} 

2.9 

0.5 
(0.6) 

(04) 

2.3 

(2.2} 

_____ j_~~L -------·--i!_0~6J ___ _____G2L 
36.9% $ h,24J 34.0% 

-=-·=""'·"'·····=.:=.==---'-'-'-'-=---=---. ==-~-- ~,--~-.-,-.. ~- X (10,535) 
--~-,.,-.-. ____ , 

35.0% 

l.3 

(130.1) 
1.3 

0.8 

7.4 

(84 3)% 

The U.S effect::; of foreign operations include differences in the statutory tax rate of the fmeign countries as compnrr:d to th~~ ~tatu!O!y lax rate 1n the 
U.S. and forctgn operating losses for which no tax benefit has been provideo. 

Deferred inc!.'me tax~s reflect the r_1ct tax effects of temporary differences bct.wecn the carrjing amounts ofa::.~cts ~md !iebi!itl·::s ff1r financial r~poding 
and !ax purposes. Significant components of the Company1s de[Grr~d tax assets and ltabilitlc.s an~ as {()J10\V~: 



Deferred tax asse1s· 

Accounts receivable 

lnvcntn1y 

Pwpcrty, plant and equipment 

Accruals and reserves 

Unrealized gains and losses 

foreign and state operating losses 

Tax credits 

Deferred tax assets before valuation allowance 

Less: valuation allowance 

Total deferred tax assets 

Deferred tax liabilities: 

Intangible assets 

Prepaid expenses 

Deferred fmancing fees 

Total deferred lax liabilities 

Net deferred tax liability $ 

February 28, 
2013 

419 

2,657 

447 

8,340 

1,696 

3,685 

6,266 

23,510 

(10,413) 

13,097 

(50,723) 

(1,378) 

(832) 

(52,933) 

(39,836) 

The Company recorded net deferred tax liabilities of $10.7 million in connection with the Hirsclunann acquisition. 

$ 

$ 

February 29, 
2012 

480 

3,028 

170 

6,599 

1,894 

3,180 

5,244 

20,595 

(9,035) 

11,560 

(39,546) 

(1,802) 

(1,002) 
· c42,35o) · 
(30,790) 

In assessing the realizability of deferred tax assets, Management considers whether it is more-likely-than-not that some portion or all of the deferred 
tax assets will be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income in those periods in 
which temporaty differences become deductible and/or net operating loss cartyforwards can be utilized. We consider the level of historical taxable 

income, scheduled reversal of temporal)' differences, tax planning strategies and projected future taxable income in determining whether a valuation 
allowance is warranted. 

During Fiscal20!3, the Company increased its valuation aUowance by $1.4 ntillion. The Company maintains a valuation allowance against deferred 
tax assets in certain foreign jurisdictions and with respect to its foreign tax credits and various investments which arc more likely than not to generate 
capital losses in the future. 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 deternUnation is made. 

The Company has not provided for U.S. federal and foreign withholding taxes on its foreign subsidiaries undistributed camings in Germany as of 
Februaty 28, 2013, because such eamings arc intended to be indefinitely reinvested overseas. lbe amount of unrecognized deferred tax liabilities for 
temporary differences related to investments in undistributed earnings is not practicable to determine at this time. 

A reconciliation of the beginning and ending amount of unrecognized tax ben~ fits, excluding interest and penalties, is as follows: 
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H.1:anl- .. .J.\ l ciJJuary .!8. ){) i 1 

AddtiHHh h,L-,l'd on Ll" p;Y·.Illor :; l.!kt,lt 111 !h,· 1 tJ' lt'fll .nlr'! flliOr y,·;n :; 

t\dJtil(•ll\ II! LO!lJlCC(toll \\ilh ·ICqllhlllOfl:) 

\~· 11 !.·r:wnt ~ 

flo lance at Fcbru:uy n, 2013 s 
\IUI'l) 

I I ,4r) l 

Of the ~mounts rctlcctcd rn the table above at Fcbnrary 2R ::>013, $8.9 tnilliou, ifrc.:ognizcd, would rcduc" our cffectiVL' tax r:•tc. ·1 he r:ornrany 
record:; accnJCd intl!rC:)t and pi!naltics related to income tax mauers in the provls1on for income taxes in the accompanying consolidated ::;ratl~nwnt or 
operations. The balance. as FchrJary /.X, 7()13 of was £7 )2 !n addition, the Compcmy helir·vc:c; thnt th:: 1 !nc:r-rt:un t~~~z r0':1tion~ 11,:11 not nnu~rially 
change \\'t:ilir: the n(~xt t'.-..c!vc mon·h:~ 

rhc Company, 01 one or tts 5ubstdi3fH:.'>, files llS li:!X f(:(,Jf'£1!-"; in Uy:: ,: ~F.'·.'l ,.:;'rtCI!t ~.fi.!.i(; ~{!(; ~:)rGiGn ll:cr;rnc ;JiX ,.;un3d!C.i"lL"!f!.'. Vi1th varylltf.. statute,;; 
of !Jm1tations. The ~~~trl~:~st yc<~rs' tax r'~turn~ fllr:d by' :he ··-=-:.Jm_I:..;:E'\.j ::1~:;.;. are ::r.~il .• .. ul1je..:·~ \c, cx;:'.PHns.tioJ: ~"J.Y :he [:l.'. J.uthm-ilic tn ·lll: ~~1<lJ>):· 

junsdtctions arc as iollows. 

Jurisdiction 
-~~~-··-------·-·--·---------. 

U.S. 
Netherlands 

Germany 

Canada 

Tax Year 

2009 

2009 

2oo9 
2010 

On August 29, 2003, the Company entered into a call/put option agreement with certain employees of Audio vox Germany, whereby these employees 
can acquire up to" maximum of 20% oft he Company's stated share capital in Audiovox Germany at a call price equal to the same proportion oft he 
actual I" ice paid hy the Company for Audiovox Germany. The put options become immediately exercisable uron (i) the sale of Audiovux Germany ur 
(ii) the tcnnmation of employnwnt or death of the employee. The put price to be paid to the emrloyee upon exercise will be the then net asset value per 
share of Audiovox Ocrmlilly. Accordingly1 the Company recognizes compensation expense b"sed on 20% of the tncrease in A11diovox Germany's net 
ac.sets, subject to ccrtam adJustments as dctined in the "L'Tt:ement, rcprescntmg the incremental change of the put pnce over the cali option price The 
balance of the calllput option included in other long-term liabilities on the Consolidated Balance Sheets at Fdmwry 28, 2013 and February 29, 20 i 2 
was ~4, 122 and $3,898, respectively. Compensation expense for these options amolloted t<' $ !48, $127 and $727 for the years ended February 28, 
2013, February 29, 20!? and Fcbnwry 28, 20!1, respectively. 

Also included in other long-tcm1 liabilities arc the non-current portions of contingent considerations related to certain acquisitions of the Company 
and the non-current portion of a pension liability for Hirsclunann employees (see Note !U). ·. 
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Shares Authorized Sin res Outst:wdiug 

Votwg. 

l'a1 Fcbruuy 28, Fd>ruary 29, Frt1ruary 2&, Frbruary 29, Righto;; per Liquidation 

Security V:\lue 20 lJ 2012 2013 2012 Shart• Hights ----- --------
l'refened Stuck $ 50 00 50,000 50,000 $50 per share 

Sencs P1eferrcd 

Stock $ 0.01 1,500,000 1,500,000 

Class A Common Ratably with Class 
Stock $ 0.01 60,000,000 60,000,000 21,300,670 20,875,600 one 8 

Class 13 Common Ratably with Class 
Stock $ 0.01 10,000,000 10,000,000 2,260, 954 2.260,954 ten A 

The holders of Class A and Class B common stock arc entitled to receive cash or property dividends declared by the· Board of Directors. The Board 
of Directors can declare cash dividends for Class A conunon slack in amounts equal to or greater than the cash dividends for Class B common 
stock. Dividends other than cash must be declared equally for botu classes. Each share of Class 8 common stock may, at any time, be converted 
into one share of Class A common stock_ 

Stock held in treasury by the Company is accounted for using the cost method which treats stock held in treasury as a reduction to total 
stocklwlders' equity and amounted to 1,816,132 and 1,817,112 shares at febmary 28, 2013 and February 29, 2012, respectively. The cost basis 
for subsequent sales of treasury shares is determined using an average cost method. As of February 28, 2013, I, 738,243 shares of the Company's 
Cla55 A common stock are authorized to be repurchased in the open market During the years ended Februa1y 28,2013, February 29,2012 and 
February 28, 2011, the Company did not purchase any shares. 

10) Other Stock and Retirement Plans 

a) Restricted Slack Plan 

The Company has restricted stock plans under which key employees and directors may be awarded restricted stock. Awards under the 
restricted stock plan may be performance-accelerated shares or performance-restricted shares. No performance accelerated shares or 
performance-restricted shares were granted or outstanding during the year ended February 28,2011. (Sec Note l(u)). 

As of February 28,2013, approximately 1,784,000 shares of the Company's Class A common stock are reserved tor issuance under the 
Company's Restricted and Stock Option Plan. 

b) Profit Sharing Plans 

The Company has established two non-contributory employee pro lit sharing plans for the benefit of its eligible employees in the United 
States and Canada. The plans are administered by trustees appointed by the Company. No contributions were made during the years ended 
February 28,2013, February 29, 2012 and February 28,2011. Contributions required by law to be made for eligible employees in Canada 
were not material for all periods presented. 

c) 401 (k) Pla11s 

(I) The VOXX httemational 40 I (k) plan is for all eligible domestic employees, with the exception of Klipsch employees, who 
continued to participate in a separate 40l(k) plan for the years ended February 28, 2013 and February 29, 2012. The Company 
matches a portion of the participant's contributions after three months of service under a predetennined formula based on the 
participant's contribution level. As of February I, 2008, the Company suspended all matching contributions to contain operating 
expenses until economic conditions improved. Shares of the Company's Common Stock are not an investment option in the 
Savings Plan and the Company does not usc such shares to match participants' contributions_ 
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, ~) Kiql~Lh ~~pon.:;o1..:, n --ldl(!.:) phn h·- tk' (uh~.!dL!ry'.<: f'!J~·.:~·k ~~:~~;~ln_.,.,_,;~: \'i ,);·~~1:p·"·},'~· ;~ill;:;,;,_, :ilj·l~..-...~ ... ::it ~:l,·:.,h:: ~.· 

p:H11C!patc. Kl1p:.ch cnmribuk'~ ~~ lll<ih.'l:mg dllJIHHII t0 p<lrl!Lif':lllh ,.,,ho dlt .nl ... ·a.:.;t 21 v ... '.Jr·; of.l!'L' ,J11(! ll.nc :lll:•ll!cd ~~\ ·n,HHil" 

Df sovtcc a') of ~lllry dat~:~ n( L-JillL\1 ~l I o:- July I I< lipsch rn,1tclw"i :~-~~~,.0 of I he pMilL'IfUilh Cn:-.! ·I"·;, of ';,dary l)!Hlllf' rile· \'l':ll 

t..''hkd F~..·hm.Hy !.8. 2011, l~ll.' ( 'omp;10)' Ctlt1Lrihukd, r'll't or fl1rfcrrurc::;, :tpprlJX.l!l1;lil'h· s i)! to lht' ·10! (J..) l'hn 

1 ::.~;~u.l,t 1.:. u;.:- p::fU.::!ptlnl. ':::. digww \"vag.:s i.Jf uw flsu.d y..:.H as a pe!c~..~ntagc vi l\lial c!Jgitlie \\age·.~ J{)r all par!iLl[1ant.:, f-;__)J the )C~ir .::ndcd 

February 2g, 2011, !hi'> plan wa:; temporarily :;uspcnded and the CompJny elcctL~d 10 pay luck f11l:VHHI~ 1emrora1y salary rcductl!)llS lo all 
employees, in l1cu of cnntrillllllons to the l'rof1t Shanng Plan. The plan has remained suspended fo1 the years ended Fcbrua1y 28,2013 ami 
Fd.>J1Ja1y 29, 2012 and will uc 1cinstated unly artcr all other suspended benefits of the Company ba,·c been I<!Siorcd. 

e) [Je&rr"d Compcnsarion P/qfJ_ 

.::ffecflvc December!, 1999, rbc Company adopted a Dcfe11Cd Compen:;Jltor: P!:1r. ·,d).c F';an.J f.Jr ·\/t~:e F'Je~J.:ie.nl:; 2nd JtlO't(; Tk: :+,m ::s 
UJtend:~d 10 p1ovidc ccr1ain executives with supp!~mcwalreiirement l>eneiirs as wcli .?.S to perrnir ihc dcfcr;o/ uf rnorc oi thetr ·.::ornpcnsatiot. 
~han they an~ pcrmiLtcd to defer under the Profit Sharing and 401(k) Plan. The Plan provides for a matching contribution equal IP .!..5%: of" 
>he employee deferrals up io $20. As of l'cbruu.ry J, 7.00~. the Company bas tcrnpora>1ly su;pended all matchir1g conlributions to contu1n 
operating e.x.:pcnscs until economic conditions improve. The Plnn !S not mtcndr:d to be a qu,:;jjfic:d pbo unde: UH~ prnvis10as of the lntcfn:].i 

Revenue Code. All compensation deferred under the Plan IS held by the Company in au invcstm<:>ll trust which is considered an "'~et of the· 
Company The Company has the option of amending or terminating the Piau at any time. 

The investments, which amounted to $3,657 and $3,447 at February 28, 2013 and February 29, 2012, respectively, have bee11 classified 
as long-term marketable securities and are included in investment securities on the a~companying consolidated balance sheets and a 
corrc·;ponding liability is recorded with $250 recorded in accrued expenses and I he balance in deferred compensation which is classified a> 
a long-tcnn liability. Unrealized gains and los~es on the marketable securities and couespuntling dcfern::d compensation liability net to zero 
in the accompanying consolidated statements of operations and comprehensive income. 

!) .J)e/iHea Henelii Pension ?lqn 

The Company sponsors an employer financed defined benefit pension plan ("the plan") al its Hirschmann subsidiary, which covers 
eligible Hirschmarm regular full-time employees. The plan provides for retirement and disability benefits for participating employees, and 
arc only granted if the patticipating ·employee is at least 25 years or age and has completed ten years of service. The retirement age as it 
pertains to the plan is 65. I3enelits available under the plan are generally detemtined by years of setvice and the levels of compensation 
durinr, those years. In October 1994, the benefits under this plan at Hi.rsclunann were closed to new participants and pension benefits 
continue to accnJe ocdy for previously existing plan members still employed by Hir,chrnanu. No contributions were made to the plan 
during the year ended February 28, 20 IJ and the plan has no assets. The Ullfunded balance of the pl•n at Fcbmary 28, 2013 is equal to lhc 
loic.ti plan iiabiiily of $0.9 i 1 The Company did no( have a defined bcnefn pension pirm prior to the ncquisi1ion of I--ilrsr:i.unann on Mar.;il 
14, 2012. 

Following IS the reconciliatwn of the pension benefit oblieation for the year ended Fcbmary 28, 2013. 
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Pension benefit obligation 

Balance, March 14. 20 I?. 

Interest cost 

Benefits paid 

i\ctua1 iallo'' 

$ 

Fiscal 2013 

5,300 

284 

(110) 

1,437 

6,911 

As of February 28, 2013 the following amounts were rccoj,'llized in the balance sheet and in accumulated other comprehensive income: 

Balance Sheet 

As a current liability 

As a non-current liability 

Accumulated Other Comprehensive Income 

Actuarial loss 

Pension e"pense for Fiscal 2013 comprised the following: 

Interest cost 

February 28,2013 

$ 157 

$ 6, 754 

Fiscal 2013 

$ 1,437 

Fiscal2013 

$ 284 

$ 284 

Pension e"pense is recorded within general and administrative expenses on the Consolidated Statement of Operations and Comprehensive 
Income. 

11) Lease Obljgatjons 

During 1996, the Company entered into a 30-year capital lease for a building with its principal stockholder and current chairman, which was the 
headquarters of the discontinued Cellular operation. Payments on the capital lease were based upon the construction costs of the building and the 

then-current interest rates. The effective interest rate on the capital lease obligation is 8%. This lease was refinanced in December 2006 and e"pircs on 
November JO, 2026. The Company currently subleases the building to Airtyme Communications LLC for monthly payments of $60 for a tenn of 
three years, terminating on October 15, 2015. We also lease another facility from our principal stockholder which expires on November 30,2016. 

The Company leases certain facilities from its principal stockholder. At February 28,2013, minimum annual rental payments on these related party 
leases, including capital lease payments, which are included in the table below, are as follows: 

2014 

2015 

2016 

2017 

2018 

Thereafter 

·.:. 

,','··;·,· 

.-.:.•.;: ... :.t..:: 

··-:. 
. '~ . 

$ 

•, ...... . 

1.~54 

1,377 

.1,402 

!,223 

631 

5,837 

Total •· ..•.. ·.".!! 
$ 11,824 
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l'otal lease payments required under all related party lease" for the five-year pcnod ending February 2~. 20 IS are $5,98 '/. 

At febt11ary 28,2013, the Company was obligakd under non-cancellable capital and operating leases for equrpmcnt and warehouse facilities for 
mmimum annual rental payments as follows. 

2014 

2015 

2016 

2017 

20IR 

Thereafter 

$ 

Capital 
Lease 

574 $ 

574 

574 

588 

1,361 

5,838 

Operating 
Leases 

9,052 

3,383 

2,413 

962 

233 

661 

Total minimum lease payments 

Less: minimum sublease income 

9,509 

1,920 

$ 16,704 

Net .),5.89, -· 
Less_: am?unt rc.presentin11, interest .. , . 1,661 

Present value of' net minimum leas_e payments 

Less: current installtllents include~. in accru_edexpcnses and other current liabilities 

Long-!~ffi.!.c~piL~l_c>bli!1,ati"on $ 

.-;:. ·'·5;928_,_,, 

164 

.·. 5,764 

Rental expense for the above-mentioned operating lease agreements and otper leases on a month-to-month basis was $5,53 I, $4,797 and $2,741 for 
the years ended February 28,2013, February 29, 2012 and February 28,2011, respectively. 

12) Financial !nstrnments 

a) Off-Balance Sheet Risk 

. . 
Commercial letters of credit are issued bv the Company during the ordinary course of business through major domestic hanks a• requestecl 
by certain suppliers. The Company also issues standby letters of c\·edit principally to secure certain bank obligations and insurance 
policies. The Company had $273 open commercial letters of credit at both February 28,2013 and February 29,2012. Standby letters of 
credit amounted to $817 at both February 28, 2013 and February 29, 2012. The terms of these letters of credit are all less than one year. 
No material loss is anticipated due to nonperfonnance by the co1mter parties to these agreements. The fair value of the standby letters of 
credit is estimated to be the same as the contract values based on the short-term nature of the fee arrangements with the issuing banks. 

At February28, 2013, the Company had unconditional purchase obligations for inventoryconunitments of $105,193. These obligations 
arc not recorded in the consolidated financial statements until commitments are fulfilled and such obligations are subject to change based on 
negotiations with manufacturers. . 

b) Concentrations ofCredit Risk 

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist principally of trade receivables. The 
Company's customers are located principally in the United States, Canada, Europe and Asia Pacific and consist of, among others, 
distributors, mass mer~haridisers, warehouse clubs and independent retailers. The Company generally grants credit based upon analyses 
of customers' financial condition and previously established buying and payment patterns. For certain customers, the Company establishes 
collateral rights in accounts receivable and inventory and obtains personal guarantees from certain customers based upon management's 
credit evaluation. Certain customers in Europe and L!'tin America have credit insurance equaling their credit limit. 
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At Febn1ary 28.2013 and February 29.2012, one customer accounted for approximately 32% a11d 22 3% ofacco11nts recetvable, 
respectively. During the years ended February 28,2013, February 29,2012 and Fclm1ary 28,2011 one customeraccoomted for 8 7%, 
10.3% and 13.5% of net sales, respectively. The Company's five largest customers represented 28% of net sales during the ycor ended 
February 28, 2013, 26% for the year ended February 29, 2012 and 30% for the year ended February 28, 20 II 

A pan ion of the Company's customer base may be susceptible to downturns in the retail economy, particularly in the consumer electronics 
indnsl<)'. Additionally, customers speciahzing in certain automotive sound, security and accessory products may be impacted by 
Ouctuations in automotive sales. 

13) financial and Product Information About Foreign and Domestic Operations 

Segment 

In connection with recent acquisitions, effective December I, 2012, we reorgani1.ed our financial reponing into three distinct operating segments 
based upon our products and our internal organizational structure. The three operating segments, which are also the Company's reponable segments, 
are Automotive, Premium Audio and Consumer Accessories. 

Our Automotive segment designs, manufactures, distributes 
start systems, digital TV tuners, mobile antennas, mobile multimedia, aftermarket!OE-styled radios, car link-smanphone tclematics application, 
collision avoidance systems and location-based services. 

Our Premium Audio segment designs, manufactures, distributes and markets home theater systems, high-end loudspeakers, outdoor speakers, 
iPod/computer speakers, business music systems, cinema speakers, fiat panel speakers, soundbars, headphones and Apple AirPlay. 

Our Consumer Accessories segment designs and markets remote controls, reception products, wireless speakers, iPod docks/iPod sound, AIV 
connectivity, portable/home charging, rechargeable battery packs, digital consumer products and personal sound amplifier. 

Each operating segment is individually reviewed and evaluated by our Chief Operating Decision Maker (CODM), who allocates resources and 
assesses performance of each segment individually. Prior to December 1, 2012 our CODM reviewed financial information presented on a 
consolidated basis, accompanied by disaggregated information about revenues for purposes of making operating decisions and assessing fmancial 
performance. 

The Company's Chief Executive Officer has been identified as the CODM. The CODM evaluates performance and allocates resources based upon a 
number of factors, the primary profit measure being income before income taxes of each segment Certain· costs and royalty income arc not allocated 
to the segments and are reported as Corporate/Eliminations. Costs not allocated to the segments include professional fees, public relations costs, 
acquisition cost and costs associated with executive and corporate management departments including salaries, benefits! depreciation, rent and 
insurance. 

The segments share many common resources, infrastructures and assets in the normal course of business. Thus, the Company does not report 
assets or capital expenditures by segment to the CODM. 

The accounting principles applied at the consolidated financial statem~nt level are generally the same as those applied at the operating segment level 
and there are no material intersegment sales. The segments are allocated interest expense, based upon a pre-determined formula, which utilizes a 
percentage of each operating segment's intercompany balance, which is offset in corporate/eliminations. 

· . ,,,.. Prior period disi:losu.i 'of net Sales by product category bas been reclassified to i:onfonn with the new operating segment structure which had no 
impact on our consolidated financial statements. Segment data for each of the Company's segments are presented below: 
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Fiscal Year F:ndcd Fcbruarv 28, 2013 

Net sales 

Equity in income of equity investees 

Interest expense and bank charges 

Depreciation and amo~izatiou expense 

Income before income taxes 

Fiscal Year Ended Fcbruarv 29,2012 

Net sales 

Equity in in10ome of~quitY, i.rivestces 
Interest expense and bank charges 

Deprec'iatioo and amo[tizatioo expens~ 
Income (loss) before income taxes ......... ·····.·· ... 

·. ,.:_: . .- ·.-: t · 3-/:s ;~~~-.;~~ .. (~~~~:::. :.: :.-.:·~;;·,·.·...=:: i· ·· 

Fiscal Year Ended February 211, 2011 

$ 

$ 

N-~-t .$~-~-~~:~·::~:\. !:.· /:\.~~}~·:_'~·:·~·; :.: .. :~:::~:~ .L: :-:~ .. . . s 
Equity in income of equity investees 

lnt~re~t·~~~~~~~~·;~~·~~.iiJ:S"S,:~ ;.' ... 
Depreciation and amortization expense 

~~~~~7!~~)~~-?f?X~~~£~~~"!~!~~-i·TI:~:l:~~·~.~~;~J~~,-~.;.-;-·;~ 

Automotive 

426,983 

4,880 

7,414 

8,579 

15,542 

297,l45 

4,035 
4,894 

1,654 
24,854 

29!l,126 
2,905 
6,412 

2,138 

.12,341 

Premium 
Audio 

$ 192,987 

7,651 

3,548 

16,983 

$ 191,427 

$ 

8,836 
3,989 

17,612 

20,071 

347 

188 

,583 ... 

$ 

$ 

$ 

Consumer 
Accessories 

2 I4,275 

9,753 
2, 515 

2,322 

2 I 5,604 

9,502 

2,742 
(1,064) 

$ 

$ 

24o,ti8 · $ 

Corporate/ 
Eliminations 

1,332 

(I 6,530) 

1,744 

808 

2,886 

(17,602) 

1,910 
(2,510) 

3,3~7 .. 

$ 

$ 

Total 

835,577 

4,880 

8,288 

16,446 

35,655 

707,062 

4,035 

5,630 
10,295 

38,892 

$ . 5,§i.672 
2,905 

9;8t6 (1),9:~:s') . 2)i30 
3,483 2,056 7,865 

.... ,;<s:~3.'9.f.;,.·"··'"i';;\:;,,;.,:~;'~5.;'iP.~>~i:; .. ~.:.<i~d~.4.96 . 

One customer during fiscal years ended February 29, 2012 and February 28, 2011 accounted for more than 10% of consolidated net sales. Such 
customer sales of $72.6 million and $7 5.5 million, respectively, are recorded in the Automotive, Premium Audio and Consumer Accessories 
segments during the year ended February 29, 2012 and in the Automotive and Consumer Accessories segments during the year ended February 28, 
2011. No one customer accounted for more than tO% of consolidated net sales during the fiscal year ended February 28, 2013. 

Goo graphic net sales infonnation in the table below is based on the location of the seUing entity. Long-lived assets, primarily ftxed assets, are reported 
below based ;m the location of the asset. 

Fiscal Year Ended February 28, 2011 
N~t saicii :··:.: '/; ·;::::: :· .,.,, •... ,.' : ···· 
Long-lived assets 

14) Contingencies 

North 
America 

$ 575,481 
274,527 

. ···:·.· 

$ 457,349 

l 07,657 

$ 

$ 

99 

Latin 
America Germany Other Total 

27,o9o. .s.;~,·:·:!~~?A3.:J.ji~8~~0r!MJ.;??J,~;i;;,:L:$?K;s.~s.s.?·7.: 
Il,983 141,663 113 428,286 

.. ·· . ··· ·.::: ·. ::.~;~~.}.:·:~.:~·-;,::~~:~;·:!f~f1~II.~~;~~:~~~~:~~:~~~-~~~~t~tt;~~2r~:~:~~·~::l::~~~ 
26,728 s .. <·?O;Oif ': }f·':: :.'~;9?f.·,,?:s :: ):ot.~~~ . 

. '*' 7,405 19,748 174 293,197 
.. -.. /·: ~;:. : .. i:~: ~ .:·: .. _~;;i ~~t~~:i0:;.;~;:_f%~i~':\;~·~-~b·;t:.Ji~·~·~~~!:~;_z~-~~~·:·;~!\·tr:.~: .. ~ -~~ .:~~ .. _;_:-; ·: 

20,258 

423 

$ .. 76:845 

17,805 

.. 1 .. 2.20. 

240 

$ "561,672 

126,125 



The Company is ctmently, and has in the past been a pany 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 Joss will result from a litigation contingency and the 
amount of the loss can be reasonably estimated, the estimated loss is accrued for The Company believes its outstanding litigation maners disclosed 
below will not have a material adverse effect on the Company's linanctal statements, individually or in the aggregate; however, due to the uncertain 
outcome of these mancrs, the Company di~closed thc."ic specific mauers below 

The products the Company sells arc continually changing as a result of imp10ved tecluwlogy. As a result, although the Company and its suppliers 
anempt to avoid infringing known proprieU!ry rights, the Company may be subject to legal proceedings and claims for alleged infringement by its 
suppliers or distributors, of third party patents, trade secrets, trademarks or copyriguts. Any claims relating to the infringement of third-party 
proprietary rights, even if not meritorious, could rcsull 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. 

The Company has been party to a breach of license agreement lawsuit brought against it by MPEG LA, LLC ("MPEG"). During the third quarter of 
Fiscal 2012, the Company's claim for sununary judgment was denied and the case was tried in the New York Supreme Court, Suffolk County. In 
December 2011, the Company received advisory judgment in the case, concluding that the Company owed MPEG penalties related to license 
agreement obligations arising from the manufacture and sale of its products. The Company recorded a charge of approximately $3.6 million in Fiscal 
2012 and, based on the advisory jury's verdict, remitted payment of $2.6 million to MPEG in December 2011 in order to resolve this mafter. On 
May 29, 2012 •. the Company received notice that the advisory judgment was overtumed by the presiding Judge in the case. The Judge's ruling gave 
the Company and MPEG the option to (a) reach an agreement on the balance still owed; (b) allow the Judge to determine the balance; or (c) proceed to 
another trial and have a new jury determine the balance owed. On June 29, 2012, the Company reached a settlement agreement with MPEG and 
agreed to pay an additional $10.5 million in final resolution of the. matter. The payment is in addition to the funds paid in December 2011, bringing 
the total settlement to $13.1 million. As a result of this senlement, the Company recorded a charge of $9.5 million during the first quarter of Fiscal 
2013. The charge is recorded in "Other (Expense) Income" in the Consolidated Statement of Operations and Comprehensive Income. The Company 
has continued to seek indemnification from its suppliers for royalty payments previously paid to them that it maintains they were responsible to 
remit to MPEG and has vigorously pursued its option under its indemnification agreements. The Company completed negotiations with one vendor 
far an amount of $1.1 million during the first quarter of Fiscal2013. In February 2013, the Company completed negotiations with one additional . 
vendor for an amount of $6 million, which will be received over a period exceeding one year and has been recorded at a fair value of $5.7 million. 
The totai amount of the settlements with these two vendors bas been recorded as an offset to the settlement expense as a recovery in "Other (Expense) 
Income" on the Consolidated Statement of Operations and Comprehensive Income, for a net charge of $2.7 million for the year ended February 28, 
2013." At this time, the Company is not aware of any additional vendors that it may recover funds from related to this matter. 

15) Unaudited Quarterly Financial Data 

Selected unaudited, quart,erly fmancial dat~t of the Company for the years ended February 28, 2013 and February 29, 20 12· appear below: 

100 



2013 

Net sales 

Gross profit 

Net income (loss) 

Net income (loss) per common share (basic) 

Net income (loss) per common share (diluted) 

2012 

Net sales 

Gross.p~~~.t. ·. ·,' _ . ,. , .. ·. · ' .'.'. ·: :" ,. · 
Net income 

. ~- ·. . ·;.·:· 

. ::, ·.~:. ·t, .. · ... '{_ 
Net income per common share (basic) 

. ~f.~,~~- ~i ;{:~~ .. ~}~~~{·:· ~;Ji:~4l;f.~t!BJ~~3*:\1:··;;) 
Net income per common share (diluted) 

.•• · ... !. 

~---~-·---

Feb 28, 20 IJ 

$ 206,790 s 
6!,691 

10,270 

0.44 

0.43 

Feb 29, 2012 

$ 176,597 $ 

. 55;5§2 ·-···· 
10,866 

0.47 

·!;: .. 

0.46 

Quarters Ended 

Nov 30,2012 Aug 31,2012 

243,036 $ 191,715 

69,949 54,686 

13,202 3,720 

0.56 0.16 

0.56 0.16 

Quarters Ended 

Nov30, 20ll AugJI, 2011 

206,803 

?9,84~ 
8,858 

0.38 
, . 

0.3& 

$ 158,337 

43,8'6? 

3,439 

0.15 

0.15 

May2_1~ 

$ \94,036 

$ 

50,496 

(4,700) 

(0.20) 

(0.20) 

May 31,21111 

165,325 

. 4},688 

2,487 

0.11 
·.··:'.1'·· .· 

0.11 

Net income per common share are computed separately for each quarter. Therefore, the sum of such quarterly' per share amounts may differ from the 
total for the years. 

16) Subsequent Events 

With the exception of the matter discussed in Note l(o) with regard to the recall initiated bv Suham nf Arn.,ric•. tb~r~ wl}re not material subsequent 
events that required recognition or additional disclosure in these financial statements. 
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SCHEDULE II 
AUDIOVOX CORPORATION AND SUBSIDIARIES 

Valuation and Qualifying Accounts 
Years cndecl Fcllruary 28,2013, February 29,2012 and February 28,2011 

(In lhousands) 

Column A. 

Description 

Year ended February 28,2011 

Allowance for doubtful accounts 

Cash discount allowances 

Accrued s~les lncenti~es . 

Reserve for warranties and _P.roduct repair costs (b) 

Year ended February 29,2012 

All<,>wance for d_oubtfu!' accounts 

Cash discount allowances 

Aca:;;ed ~ai~!!.-j~c~l)t(y~( 
Reserve for warranties and product repair costs (b) 

. ' ..... · ~. ;~--~~-~~~?:~~~;·.~ft{~--:~~:~:f~>.t~~t~_··:··<_i-,_~·;,: ... 
Year ended February 28,2013 

Allo~~~~:C9..t~!!.~R.!fui.~~.cg~~t's. .. 
Cash discount allowances 

t\~~~¥!t;~:(~~~ni~Y.~~~·:>:·~ .. ~-~ ... · .. · ~-- · -:· 
Reserve for warranties and product repair costs (b) 

$ 

$ 

$ 

·s 

$ 

Column B 

Balance at 
llcgiuning 
of Year 

5,742 $ 

785 

10,606 

13,058 

30,191 s 

6,179 $ 

885 

11,981 

9,051 

28,096 $ 

5.7n $ 

1,465 

18,154 

8,795 

Column C Column D 

Cross 
Amount Reversals of 

Charged to Previously 
Costs and Established 
Expenses Accruals Deductions (a) 

827 $ $ 390 
4,723 4,623 

28,004 (1,725) 24,904 

11,561 15,568 

45,115 $ (1,725) $ 45,485 

1,067 $ $ : '1,509 

28,723 28,143 

50,820 (3,662) ,, ~: .. _- ..• '40,985 

11,839 12,095 

·-1.)2,449 ,:.$ ....... -.-·(3;662) :,:$ ·''''>'182,732 .• 

'' 

___ 4;i!q, ~-'- -~J-.-··-·. ' .2 067' . ~ ..... ? ........ · 

26,246 26,480 

35,63.~-- p;35o) :~·:. ·_· "')~J;'i~.: 
13,798. 8,042 

$ 

$ 

$ 

.$ 

.s 

· · .· ;· ·-~~-~:!~~~:~·r~:·w:.~•:r.•!··:-:'" .... _r··· ....... ··:: ···· 
:\' .. : ...... -.... ~ ·,..,.· .;.. .... $ 34,151 $ 79,850 '' $ ·- (3;350) ·:s ' ·70,208 ;~·; $ 

Column E 

Balance 
at End 
of Year 

6,179 

885 
11,981 

9,051 

28,096 

5,737 

1,465 

18,ls4 

8,795 

34,151 

7,840 

1.231 

16,821 

14,551 

40,443 

(a) For the allowance for doubtful accounts, cash discount allowances, and accrued sales incentives deductions represent currency effects, chargebacks and 
payments made or credits issued to customers. For the reserve for warranties and product repair costs, deductions represent currency effects and 
payments for labor and parts made to service centers and vendors for the repair of units returned under warranty. 

(b) Column C includes $115 ofliabilities acquired during our Invision acquisition for Fiscal 2011, as well as $1,480 of liabilities acquired during our 
Klipsch acquisition for Fisca12012 and $1,799 ofliabilities acquired during our Hirschmann acquisition for Fiscal2013. 
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Exhibil 
Number 

3.1 

3.2 

lO.I 

21 

23 

31.1 

31.2 

32.1 

32.2 

99.1 

99.2 
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Ocscriplion 

Amended and Rcstaled Ccnificate of Incorporation of the Company as filed with the Delaware Secretary of State on April 11,2000 
(incorporated by referc11CC to the Company's Annual Repon 011 Form 10-K for tire year ended November 30, 2000) 

Ceni ficate of Ownership and Merger (incorporated by reference to the Company's Form 8-K filed on December 6, 20 II). 

Amended and Restated Bylaws of the Company (incorporated by reference to the Company's Fonn 8-K filed on December 6, 20 II}. 

First amendment dated as of November 29, 2012, to Amended and Restated Credit Agreement, among VOXX International Corporation, 
as Parent and certain of its directly and indirectly wholly-owned subsidiaries with, Wells Fargo Bank, National Association as 
Administrative Agent, Fifth Third Bank and HSBC Bank USA N. A., as Co-Syndication Agents and Citibank, N. A. and RBS 
Citizens, N. A., as Co-Documentation Agents (filed herewith). 

Subsidiaries of the Registrant (filed herewith). 

Consent of Grant Thornton LLP (filed herewith). 

Certification of Principal Executive Officer Pursuant to Rule 13a-14(a) and rule 15d-14(a) of the Securities Exchange Act of 1934 (filed 
herewith). 

Certification of Principal Financial Officer Pursuant to Rule 13a-14{a) and rule i5d-14(a) of the Securities EKchangc Act of 1934 (filed 
herewith). 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of2002 (furnished , 
herewith). 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of2002 (furnished 
herewith). 

Consolidated Financial Report of Audiovox Specialized Applications LLC (ASA) as of November 30,2012 and 2011 and for the Years 
Ended November 30, 2012, 201 I and 2010 (filed herewith). 

Consent ofMcGladrey LLP (filed herewith). 

The following materials from VOXX International Corporation's Annual Report on Form 10-K for the period ended February 28, 2013, 
formatted in eXtensible Business Reporting Language (XBRL): (i) the Consolidated Balance Sheets , (ii), the Consolidated Statements of 
Income, (iii) the Consolidated Statements of Cash Flows, and (iv) Notes to Consolidated Financial Statements. 

{d) AU other schedules are omitted because the required information is shown in the financial statements or notes thereto or because they are not applicable. 
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CAUTIONAHY. STATEMENT RELATING TO THE SAFE HAHBOR PROVISIONS OF THE PRIVATI<: SECllHITIES 
LITIGATION REFORM ACT OF 1995 

This Annual Report on Form I 0-K, including "Management's Discussion and Analysis of Financial Condition and Results of Operations" in Item 
7, and the infonnation Incorporated by reference contains" forward-looking statements" within the meaning of section 27A of the Securities Act 
of 1933 and Section 21 E of the Securities Exchange Act of 1934. We mtend those forward looking-statements to be covered by the safe harbor 
prov1sions 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," or variations of those words and simtlar 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 I A 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 I 0-K are exclusive of discontinued operations. 

The Company's current fiscal year began March l, 20 l3 and ended February 28, 2014 . 

PART I 

Item 1-Business 

Effective December l, 2011, Audiovox Corporation changed its name to VOXX International Corporation ("Voxx," "We," "Our," "Us" or the 
"Co~p<:«y"}. The Company believes that the name VCXX Iili:curat;ou .. i is a name ihat better represents the widely diversified imerests of tht: 
Company. Voxx 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 ofthese respective brands to emerge with its own identity. We 
conduct our business through eighteen wholly-owned subsidiaries: Audiovox Atlanta Corp., VOXX Electronics Corporation, VOXX 
Accessories Corp., Audiovox Consumer Electronics, Inc. ("ACE"), Audiovox German Holdings GmbH ("Audiovox Germany"), Audiovox 
Venezuela, C.A., Audiovox Canada Limited, Audiovox Hong Kong Ltd., Audiovox International Corp., Audio vox Mexico, S. de RL. de C. V. 
("Audiovox Mexico"), Code Systems, Inc., Oehlbach Kabel GmbH ("Oehlbach"), Schwaiger GmbH ("Schwaiger"), Invision Automotive 
Systems, Inc. ("Invision"), Klipsch Holding LLC ("Klipsch"), Car Communication Holding GmbH ("Hirschmann"), Omega Research and 
Development, LLC ("Omega") and Audiovox Websales LLC. We market our products under the Audiovox® brand name, other brand names 
and licensed brands, such as 808®, Acoustic Research®, Advent®, Ambico®, Car Link®, Chapman®, Code-Alarm®, Energy®, Hec~, 
Hirschmann Car Communication®, Incaar TN, In vision®, Jamo®, Jensen®, Klipsch®, Mac Audio •", Magnal®, Mirage®, Oehlbach®, Omega®, 
Phase Linear®, Prestige®, Pursuit®, RCA®, RCA Accessories®, Schwaiger®, Spikemaster®, Recoton®, Road Gear®, and Terk®, 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. 

Audiovox was incorporated in Delaware on April 10, 19&7, 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. 

During Fiscal 2013, the Company realigned its subsidiaries into three operating 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-scat entertainment devices, satellite radio products, automotive 
security, remote start systems, digital TV tuners, mobile antennas, mobile multimedia devices, aftermarket!OE-stylcd radios, car-link smartphonc 
telematics application, collision avoidance systems and location-based services. The Premium Audio segment designs, manufactures, distributes 
and markets home theater systems, high-end loudspeakers, outdoor speakers, iPod/computer speakers, business music systems, cinema speakers, 
flat panel speakers, bluetooth speakers, soundbars, headphones and DLNA (Digital Living Network Alliance). The Consumer Accessories 
segment designs and markets remote controls; rechargeable battery packs; wireless and bluetooth speakers; personal sound amplifiers; and iPod 
docks/iPod sound, AI 
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V connectivity, portable/home chargmg, reception and digital consumer products. See Note 13 to the Company's Consolidated Fmanc1al 
Statements for segment and geographic area Information 

We make available fmancial mformation, 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 !0-Q, current reports on Form 8-K and any amendments to these reports filed or furnished pursuant to Section !3(a) or lS(d) of the 
Secur!lics Exchange Act of !934 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: Chris Lis Johnson, Company Secretary, 180 Marcus Boulevard, Hauppauge, New York 
11788, (631) 231-7750. 

Acquisitions 

We have acquired and continue to integrate the followmg acquisitions, discussed below, into our existing business structure: 

On March 14, 2012, Voxx International (Germany) GmbH, a wholly owned subsidiary of Voxx, acquired all of the issued and outstandmg 
shares of Car Communication Holding GmbH and its worldwide subsidiaries ("Hirschmann") for a total purchase price of approximately 
$114,000 (based on the rate of exchange as of the close of business on the closing date) plus related transaction fees, expenses and working 
capital adjustments. Hirschmann is a recognized tier-! supplier of communications and infotainment solutions and antenna solutions, primarily 
to the automotive industry, and counts among its global customers Audi, BMW, OAF, Daimler, PSA, Renault, Volkswagen Group and AT&T, 
among others. Hirschmann delivers technologically advanced automotive antenna systems and automotive digital TV tuner systems and is 
recognized throughout the industry for its commitment to innovation, having developed the world's fJist analog to digital tuner and the first 
digital TV tuner for the Chinese market. 

On March I, 20 II, Sound tech LLC, a Delaware limited liability company and wholly-owned subsidiary of Voxx, acquired all of the issued and 
outstanding shares ofKiipsch Group, Inc. and its worldwide subsidiaries ("Kiipsch") for a total purchase price of$169,599 including contingent 
consideration of approximately $2,200 as a result of a contractual agreement with a former principal shareholder, plus related transaction fees 
and expenses. Klipsch is a global provider of high-end speakers for audio, multi-media and home theater applications. The acquisition ofKiipsch 
added world-class brand names to Voxx's offerings, increased its distribution network, both domestically and abroad, and provided the Company 
with entry into the high-end installation market at both the residential and commercial installation market. In addition to the Klipsch® brand, the 
Klipsch portfolio includes Jamo®, Mirage®, and Energy®. 

In February 2010, the Company's subsidiary, In vision Automotive Systems, Inc. completed the acquisition of the assets of Invision Industries, 
Inc. ("lnvision"), a leading manufacturer of rear seat entertainment systems to OEM's, Toyota port facilities, and car dealers. The purpose of 
this acquisition was to increase our R&D capabilities, add a manufacturing facility to our business structure and augment our OE group. 

In October 2009, Audiovox German Holdings GmbH completed the acquisition of certain assets of Schwaiger GmbH, a German market leader 
in the consumer electronics, SAT and receiver technologies. The purpose of this acquisition was to expand our European operations and 
increase our presence in the European accessory market. 

Refer to Note 2 "Business Acquisitions'~ of the Notes to Consolidated Financial Statements for additional inforination regarding the Fiscal 2013 
and Fiscal 2012 acquisitions. 

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 expand existing product categories. 

The key elements of our strategy are as follows: 

Continue to build and capitalize on the VOXXfamily 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 
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as leverage relationships with distributors, retailers, aftermarket car dealers and expeditors, and to global OEMs. Finally, we arc open to 
opportunities to license some of the brands as an add1t10nalusc of the brands and 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-! auto OEMs. OEM products account for 38% of Fiscal 2014 sales. The top-five customers were 29% 
of sales, and no single customer was over l 0% of 2014 sales. 

Capttaltze on niche product and distribution opportunities 111 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 
accessones categones. 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 capabiltlles witfz our proven outsourced manufacturing with induslly partners . foor years, VOXX 
International has employed an outsourced manufacturing strategy that has enabled the Company to deliver the latest technological advances 
without the fixed costs associated with manufacturing. With recent acquisitions, the Company now has added manufacturing capabilities to 
produce select product lines, such as high-end speakers, rear-seat entertainment systems and digital TV tuners and antennas. This blend of 
internal and outsourced manufacturing enables the Company to drive innovation, control product quality and speed time-to-market. 

. ( lse innovative technology generation capabilities to enable us to build a robust pipeline of new products. Voxx has invested significantly in 
R&D, and has increased R&D expenditures from $441 in Fiscal 2012, to $15,890 and $21,267 in Fiscal 2013 and Fiscal 2014, respectively. 
Voxx 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, Voxx has built a pipeline of new products 
across all three segments. 

Leverage our domestic and international distribution network. We believe that today VOXX International has the most expansive distribution 
network in its history. Our distribution network, which includes power retailers, mass merchandisers, distributors, professional and commercial 
installation channels, car dealers and OEM's will allow us to increase our market penetration. Recently, we have expanded into new channels, 
su.di li:S Jrug :~lore, hardware and fumiture chains and we intend to capitaiize on our existing and new distribution outlets to further grow our 
business across our three operating segments, both domestically and abroad. 

Grow our international presence. We continue to expand our international presence in Europe through our subsidiaries in Germany, as well as 
operations in Canada, Mexico, Hungary, Venezuela and Hong Kong. We also continue to export from our domestic operations in the United 
States. Through our most recent acquisitions of Klipsch and Hirschmann, we have expanded our presence throughout Europe, the Asia Pacific 
region and in select emerging markets. 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 tqat 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 segment (primarily with OEM accounts), consumer accessories and premium audio. 

lmpro!'e bot/om-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:;e 
changes have resulted in higher gross profit margins and in recent periods, higher operating and net income. The Company remains focused on 
growing it~ business organically, continuing to enhance its gross profit margins and leveraging its fixed overhead structure to generate 
sustainable returns for its stockholders. 

Maintain disciplined acquisition criteria. 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 any of our three operating segments, including Automotive, Premium Audio and Consumer Accessories. 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 corporate overhead and resources. Furthermore, it is important that management remains with Voxx as part 
of the acquisition, as their domain expertise, knowledge of both the inner workings of their respective companies and the end-markets they serve 
are paramount to successfully running operations 

6 



and achievrng growth. We also pursue acquisitions that will be accrctrve for the Company and its shareholders in the first year such acquisrtrons 
arc made 

Rapidly integrate acquired businesses. One of the more compelling factors as to why acquired businesses choose VOXX International is that we 
arc perceived as both a financial and strategic par1ner. We arc operators, and companies view their association with us as a positive for the future 
of their businesses in that we can provrde resources and supporl that others in our sector, or in the Private Equity community, cannot. Our 
strategy upon acquisition and in the years that follow rs to leverage our corporate strengths and integrate acquisitions into our operations. We 
provide accounting, MIS, warehouse and logistics supporl, as well as a host of value-added services that enable acquired companies to lower 
their cost basis and improve profitability. Over the past year in parlicular, we have consolidated facilities in our German operations and in 
Indiana, where we brought our RCA® and Klipsch operating groups together. We have also implemented an Enterprise Resource Planning 
(ERP) upgrade, which has brought many of our acquired businesses onto our corporate systems, which will provide future cost savings and 
improved efficiencies. 

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, amplifiers and CD changers, 
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, 
TV tuners and antennas, and 
location based services. 

Prefllium 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, 
soundbars and sound bases, and 
DLNA (Digital Living Network Alliance). 

Accessories products include: 

High-Definition Television ("HDTV") antennas, 
Wireless Fidelity ("WiFi") antennas, 
High-Definition Multimedia Interface ("HDMI") accessories, 
home electronic accessories such as cabling, 
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other connectivity products, 
power cords, 
performance enhancing electroniCS, 
TV umversal remotes, 
Oat panel TV mounting systems, 
iPod specialized products, 
wtreless headphones, 
wireless speakers, 
bluetooth speakers, 
rechargeable battery backups (UPS) for camcorders, cordless phones and portable video (DVD) battenes and accessories, 
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, 
camcorders, 
clock radios, 
digital voice recorders, and 
portable DVD players. 

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 by segment, gross profit and net assets are as follows: 

Premium Audio 

Corporate/Eliminations 

i ::~:·~:·;j~~1i2@~¥,~~~-~¥§~~-~t: :. ; .. ~~ ~~- ~.~ .. 
:gE~~~-~r<?.~i'\;i;~:U:··\:'·· 
Gross margin p~rce_ntage 

Total assets 

Patents, Trademarksffradenames, Licensing and Royalties 

Fiscal 

2014 

$ '41.?;?.31 $ 
189,208 

•..• •. . · .•,':: '2_g~t~1? ·:: 

Fiscal Fiscal 

2013 2012 

416,557. ; .) . . . . ':~2};?}l ::' 
192,987 191,427 

··_224:?9,i :· .,. J·.·F~~n~x?·: ... 
1,332 2;886 -----=---""' 

. 835,5.?7 :<:;:$ ·::~{:~;:~~'i10.? i9~7 .; ' 
1,65i 

.. . $ ; .... ; . . '"809 70'.1'' ' $ ... 
·•· •'•. ,•·, '· • • r .;: • ,•!•••-:'.f':.;·'"~· ., .. t' • •,' • .. 

.$ 
: 

-~~9.;?.4.8 $ 236,822 
· ... 

$ . : :: ~q'2~?~5.: •' .· 
'• 

28:4% 28.3% 28.7% .. ... 
·,:.. 

$ 747,150 $ 829,272 $ 632,882 

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 obtamed 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 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 
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not result 111 willful 111fnngement of the patent, trade secret and other intellectual property rights of other part1cs Nevertheless, there can be no 
assurance that a cla1m of rnfrrngement will not be asserted against us or that any such assertion will not result in a judgment or order requirrng us 
to obtain a license 111 order to make, use, or sell our products 

License and 1 oyalty programs offered to our manufacturers, customers and other electronic suppliers are structured using a f1xed amount per unrt 
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 17 years or continue in perpetuity. Certain agreements may be renewed at termrnation of the agreement The Company's l1cense and 
royalty income is recorded upon sale and amounted to $2,072,$2,559 and $2,239 for the years ended February 28,2014, February 28,2013 and 
Febn1ary 29, 2012 ,-respectively. 

Distribution and Marketing 

We sell our products to 

power retailers, 
mass merchants, 
regional chain stores, 
specialty and internet retailers, 
independent 12 volt retailers, 
distributors, 
new car dealers, 
vehicle manufacturers, 
vehicle and transportation equipment manufacturers (OEM's), 
system integrators, 
communication network providers, 
smart grid manufacturers, 
the U.S. military, and · 
cinema operators. 

We sell our products under OEM arrangements with domestic and/or international subsidiaries of automobile manufacturers such as 
Volkswagen, Audi, BMW, DAF Daimler, Peugeot, Ford Motor Company, Chrysler, General Motors Corporation, Toyota, Kia, Mazda, Subaru, 
Nissan, Porsche and Bentley. These arrangements require a close partnership with the customer as we develop products to meet specific 
requirements. OEM products accounted for approximately 38% , 33% and 19% of net sales for the years ended February 28, 2014 , 
February 28, 2013 and February 29, 2012, respectively. 

Our five largest customers represented 29% of net sales during the year ended February 28, 2014 , 28% for the year ended February 28, 2013 , 
and 26% for the year ended February 29, 2012 . Best Buy accounted for more than 10% of the Company's sales for Fiscal 2012 . No one 
customer accounted for more than 10%. of the Company's sales for the years ended February-28, 2014and 2013. 

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, 
product repair services and warranty, 
nationwide installation network, 
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, Venezuela, 
Canada, Mexico, China, Hong Kong, France, the Netherlands, Hungary and Germany. The Company also employs a direct ship model from our 
suppliers for select customers upon their request. · 

Product Development, \.Yarranty and Customer Service 
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Our product development cycle mcludes. 

identifying consumer trends and potent1al demand, 
rcspo•1dmg to those trends through product dcs1gn and fe<Jture mtegration, which mcludcs soflware dcs1gn, clcctncal cngmeering, 
mdustrial design and pre-production testing. In the case of OEM customers, the product development cycle may also 1ncludc product 
vahdalion to customer qual1ty standards, and 
evaluating and testing new products in our own facilities to ensure compliance with our des1gn spccllicatwns and standards 

Utilizing our company-owned and third party facilities in the United States, Europe and Asia, we work closely With customers and 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 Hauppauge, New York, Troy, Michigan and Orlando, Florida facilities are ISO/TS 16949:2009 and/or 
ISO 1400 I :2004 certif1ed, which rcqu1res the monitoring of quality standards in all facets of business 

We are committed to providmg product warranties for all of our product lines, which generally range from 90 days up to five years. The 
Company also provides warranties for certain vehicle security products for the life of the vehicle for the or1ginal owner. To support our 
warranties, we have independent warranty centers throughout the United States, Canada, Mexico, Central America, Puerto Rico, Europe and 
Venezuela. Our customer service group, along with our Company websites, provides product infom1ation, 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, 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, VolkSwage~ Audi, General Motors, Ford and Chrysler, as well as against major companies in the automotive aftermarket,·such as 
Sony, Panasonic, Kenwood, Directed Electronics, Autopage, Rosen, Myron and Davis, Coby, Phillips, Insignia, and Pioneer and other Tier I 
OEM's, such as Delphi and Kathrein. Our Premium Audio products compete against major companies such as Polk, Definitive, Yamaha, Bose, 
Pioneer and Sony. Our Consumer Accessories product lines compete against major companies such as Sony, Phillips, Coby, Emerson Radio, 
Jasco and Belkin. 

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 tclevi.sions and other 
automotive sound, security and accessory products to specialized markets for specialized vehicles, such as, but not limited to, RV's, van 
conversions and marine vehicles. 

Employees 
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As of February 28, 2014 , we employed approximately 2,100 people woildwidc, of which approximately 400 were covered under colleet!ve 
bargammg agreements We consider our relations with employees to be good a~ of February 28, 2014 

Item !A-Risk Factors 

We have identified certam risk factors that apply to us. You should carefully consider each of the following r1sk factors and all of the other 
mformat1on included or incorporated by reference in this f-orm I 0-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, liquid1ty, 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 Equipme11t t.funufacturers (OEt.fs) and direct impo1ts by our retail custome1:f. 

The market for mobile electronics, premium audio products and consumer accc::ssories 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 autosound, 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. ln 
addition, we compete with major retailers who may at any time choose to direct import products that we may currently supply. 

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 written 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 perfunn&nC;c. 

Sales in our Automotive, Premium Audio and Consumer Accessories businesses are dependent on 1rew 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 selli11g prices and technological advancements· may cause price erosion and adversely impact our profitability and 
i11ventory 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 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. 

There is no guarantee that patent/royalty rights will be renewed or licensing agreements will be maintained 

Certain product development and revenues are dependcnt.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. 
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We plan to continue to t•xpanr/ tfze intemational marketing and distribution of our products, wliicfl will mbject us to risks msocialed with 
international operations, including exposure to(oreign currency fluctuations. 

As part of our bus mess strategy, we intend to continue to increase our international sales, although we cannot assure you that we will be able to 
do so. Approximately 33% of our net sales currently ortg1nate in markets outs1dc the lJ S. While geographic d1vers1ty helps to reduce the 
Company's exposure to risk in any one country or part of the world, it also means that we arc subject to the full range of mks associated with 
significant international operations, including, but not limited to 

changes m exchange rates for foreign countries, which may reduce the U.S. dollar value of revenues, profits and cash flows we receive 
from non-U.S. markets or increase our supply costs, as measured in U.S. dollars, in those markets, 
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 tax consequences 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, in February 2013, the government of Venezuela devalued its currency, and in January 2014 the government announced a further 
exchange rate adjustment for certain foreign investments and non-essential items, both of which affected our business and results of operations. 
Likewise, in 2010, our results of operations were impacted by the designation of Venezuela as hyperinflationary and the subsequent currency 
devaluations in Venezuela that year. Volume restrictions on the conversion of the Venezuelan Bolivar Fuerte to U.S. Dollar limits purchasing 
activity for our Venezuelan subsidiary. In 2013, a new president was elected in Venezuela, creating further uncertainty about the country's 
political and economic future. Going forward, additional government actions, including further currency devaluations or continued worsening 
import authorization controls, foreign exchange price controls or labor unrest in Venezuela could have further adverse impacts on our business 
and results of operations. 

Substantial political and economic uncertainty i11 Venezuela puts our local assets at risk 

We currently operate a subsidiary in Venezuela, which has seen a substantial decrease in sales revenue for Fiscal 2014 and 2013 due to the 
current economic and political climate. In addition, we hold frxed assets at this subsidiary totaling approximately $14,000. If conditions 
continue to deteriorate, we may be at risk of losses to our capital assets: including declines in fair value or government confiscation of certain 
assets. 

Concerns regarding the European debt crisis and market perceptions concerning the instability of the Euro, the potential re-introduction oj 
individual currencies within the Eurozone, or the potential dissolution of the Euro entirely, could adversely affect our business, results oj 
operations and financing. 

We have concerns regarding the debt burden of certain Eurozone countries and their ability 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. These concerns could lead to the reintroduction of individual currencies in one or more Eurozone countries, or, in more 
extreme circumstances, the possible dissolution of the Euro currency entirely. Should the Euro dissolve entirely, the legal and contractual 
consequences for holders of Euro-denominated obligations would be determined by laws in effect at such time. These potential developments, or 
market perceptions concerning these and related issues, could adversely affect the value of the Company's Euro-denominated assets and 
obligations. !n addition, concerns over the effect of this financial crisis on financial institutions in Europe and globally could have an adverse 
impact on the economy generally, and more specifically on the consumers' demand for our products. 

We are relpo11sible for product warrt~nties 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. 
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Our capital resources may not be sufficient to meet our future capita/ant! liquidity requirement.~. 

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 assun1ptions change, 
we make significant acquisitions, 
we need to make Significant increases in capital expenditures or working capital, or 
our restrictive covenants may not provide sufficient credit. 

Our success will depend 011 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 olir 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. 

OEM sales are dependeut 011 ecouomic success-of automotive bzdustry. 

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. 

We depmd 011 a small number of key customers for a large percentage of our sales. 

The electronics industr; is characterized by a nu.tnber of key customers. Specifically 29% , 28% and 26% of our sales were to· five customer~ in 
Fiscal 2014, 2013 and 2012 , respectively. The loss of one or more of these customers could have a material adverse impact on our business. 

If our sales during tlze holiday seaso11 fall below our expectations, our a11nual 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 tor 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 weatlier-relatedfactors. 

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 How during expected periods of lower revenues, we cannot ensure that weather-related factors will not have a materiai adverse 
effect on our operations. 

A decline in general economic conditions could lead to reduced consumer demand for the discretionary products we sell. 
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Consumer spending patterns, espeetally discretionary spendmg for products such as mobile, consumer and accessory electrontcs, are affected by, 
among other thmgs, prevailmg economic condttions, energy costs, raw material costs, wage rates, mflatton, consumer confidence and consumer 
perception of economic condittons. A general slowdown 111 the lJ S and ccrtatn tnternattonal econorrues or an uncertam economtc outlook could 
have a material adverse effect on our sales and operating results 

We arc increasingly dependent on the continuous and reliable operation of our information technology systems, and a disruption of tltese 
systems, resulting from cyber security attacks or other el'cnts, could adversely affect our bu.fine.u. 

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, mal ware, and other "hacking" programs and devices may cause significant damage, delays or interruptions to our systems and 
operations or to certain of the products that 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 affect'i our systems or 
products, our reputation and brand names could be materially damaged and use of our products may decrease. 

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," originating from the Democratic Republic of Congo and adjoining countries. As a 
result, in August 2012, the SEC adopted annual disclosure and reporting requirements for those companies who use conflict minerals in their. 

. products. Accordingly, we began our reasonable country of origin inquiries in Fiscal 2014, with initial disclosure requirements beginning in May 
2014. 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. The implementation of 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 carmot 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. 

We have debt outstanding and must comply with restrictive covenants in our debt agreements. 

Our existing dt<bt agreements contain a number of significant covenants, which limit our ability to, among other things, borrow additional 
money, make capital expenditures, pay dividends, dispose of assets and acquire new busines~es, These covenants also require us to maintain a 
specified debt leverage ratio and Earnings Before Interest and Taxes (EBIT) to Interest Expense ratio. If the Company is unable to comply with 
these covenants, there would be a default under these debt agreements. Changes in economic or business conditions, results of ope.rations 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 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 caul·e these investments to become impaired, requiring substantial write-downs that would redltce our operating 
income. 

Goodwill and other intangible assets recorded on our balance sheet as of February 28, 2014 was $292,250 . We evaluate the recoverability of 
recorded goodwill and other intangible asset amounts annually, or when evidence of potential impairment exists. The armual impairment test is 
based on several factors requiring judgment. Changes in our operating perfonnance or 
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business conditions resulted in an impairment oC goodwill and olhet mtangtble assets in Fiscal 2014 and could result 111 future Impairments, 
which could be material to our results of operations 

A portion of our workforce is represented by labor unions. Collective bargaining agreements can increase our e.;'(pense.s. Labor disruptions 
could tut.•ersely affect our operations. 

As of February 28, 2014, approxunatcly 400 of our full-time employees were covered by collective bargaining agreements. While it is unlikely 
that disruptwns to our operations due to labor related problems would have an adverse effect on our business based on the current number of 
union employees, as the Company continues to pursue selected business acquisitions, it is possible that the number of employees covered by 
collective bargaining agreements may increase. 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. 

~Ve rlepenr! on our supplierj· to provide ttS with mlequute t[llttntities of high quality competitive pror!ucls ami/or component parts 011 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: 

our supplier relationships will continue as presently in effect, 
our suppliers will be able to obtain the components necessary to produce high-quality, technologically-advanced products 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, competitively priced, 
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, 
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 ~ill not become our competitors. 

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 arc in demand could r.~duce 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. 

Because we pure/rase a significant amount of our products from suppliers itr Pacific Rim countries, we are subject to the economic risks 
associated with inherent changes in the social, political, regulatory and econamic ca::dititms in these cou~:tries. 

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, Malaysia and Taiwan, any adverse changes in the social, political, regulator; 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. 

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

The products we sell are continually chi~mging 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, 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 royally or license agreements which are not advantageous to us or pay 
material amounts of damages. fn 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. 
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Our ell.\·{, and cash equivalmts could be {l(fl•er-selr affected ifthefltwncial institution\· inwlticlt we !told ourca.1·1t and caslt equil'{tfentsfail. 

Our cash and cash equivalents cons1st of demand deposits and h1ghly liqu1d money market funds w1th ongmal matunt1es of three months or less 
at the time of purchase We mamtain the cash and cash equivalents with maJor fmancial mstitutions. Some deposits With these banks e.xceed the 
Federal Deposit Insurance Corporation ("FDIC") insurance lim1ts or similar limns 111 forc1gnjurisdictions. 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 fmancial 
institutions with which we deposit fails or is subject to other adverse conclit1ons m the fmanc1al 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. 

Acquisitions and strategic in1•estments 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 o[ cash, potentially dilutive issuances of 
equity securities, or the incurrence of debt and amortization expenses related to intangible assets. Acquisitions involve numerous risks, 
including: 

difficulties in the integration and assimilation of the operations, technologies, products and persormel 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 invest in markettlble securities and other investments as part of our investing activities. These investments fluctuate in value based on 
economic, operational, competitive, political and teclmologicalfactors. Tllese investments could he subject to Joss or impairment based 011 

their performance. 

The Company haS incurred other-than-temporary impairments on its investment in Bliss-tel. Public Company Limited ("Bliss-tel") and continues 
t~ monitor its investments in a non-controlled corporation as well as its Venezuelan TICC bonds for potential future impairments, In addition, 
there is no guarantee that the fair values recorded for other investments will be sustained in the future. 

We depend heavily on existing directors, management tmd 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 
for over three decades, as well as our other executive officers and key employees. We have no employment contracts with any of our executive 
officers' or key employees,. except our President and Chief Executive Officer, as well as certain executive officers of Audiovox Gennany, 
Klipsch and Hirschmann. 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. 

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. 

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, 
armouncements 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, 
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general downgrading of our industry sector by sccuriltcs analysts, 
inventory write-downs, and 
ability to integrate acquisitions. 

In addition, the securities markets have cxpenenced siglliftcant pncc 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. 

John J. Slur/am, our Chairman, controlr a significant portion of tlze voting poJVer of our common stock and can exercise control over our 
affairs 

Mr. Shalam beneficially owns approximately 55% of the combined voting power of both classes of common stock. Th1s will allow him to elect 
our Doan1 of Directors and, in general, detcnnint; 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 8 common stock is entitled to ten votes per share. Both classes vote together as a 
single class, except in certain circumstances, for the election and removal of directors and as otherwise may be required by Delaware law. Since 
our charter permits shareholder action by written consent, !vir. 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 soleiy of independent direclort;; and (iv) tielecting, or recommending for the Board's seiection, 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, a.-id the recommendations 
for direct0r nominees are governed by a majority of independent directors. However, election of the "controlled company" exemption under 
NASDA.Q rules allows us to modify our position at any time. 

Other Risks 

Other risks and uncertainties include: 

changes in U.S federal, state and local law, 
our ability to implement operating cost structures that align with revenue growth, 
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. 

Item 18-Unresolved Staff Comments 

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-Propcrties 

Our Corporate headquarters is located at 180 Marcus Blvd. in Hauppauge, New York. In addition, as of February 28, 2014 , the Company leased 
a total of 28 operating facilities or offices located in 7 states as well as Germany, China, Canada, Mexico, Hong Kong, England and France. The 
leases have been classified as op~rating leases, with the exception of two, which are recorded as capital leases. Within the United States, these 
facilities are located in Florida, Georgia, New York, Ohio, California, Arkansas and Michigan. The Company also owns 9 of its operating 
facilities or offices located in New York, Indiana and Arkansas in the United States, as well as in Germany, Venezuela and Hungary. These 
facilities serve as offices, warehouses, distribution centers or retail 
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locatiOns Additionally, we utilize public warehouse Llcllitlcs located m Y1rgm•a, Nevada, lnd1ana, Flonda, Mexico, China, the Netherlands, 
Gennany and Canada. 

Item 3-Legal Proceedings 

The Company is currently, and has in the past been, a party to var1ous routme legal proceed1ngs 1ncident to the ordinary course of business If 
management determines, based on the underlying facts and circumstances, that 1t IS probable a loss will result from a litigatiOn contingency and 
the amount of the loss can be reasonably estimated, the esttmated loss is accrued for The Company believes its outstanding litigation matters 
will not have a material adverse effect on the Company's financial statements, individually or in the aggregate; however, due to the uncertain 
outcome of these matters, the Company disclosed these specific matters below: 

The products the Company sells are continually changing as a result of improved technology. As a result, although the Company and tts 
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. As of February 28, 2014 , the 
Company has recorded approximately $1,200 related to the potential infringement of certain patents for which the Company has been 
approached by third parties and has made a payment of $265 in settlement of one claim. No legal action has been taken against the Company as 
of February 28, 20 14 related to these alleged infringements and the Company is currently consulting with legal counsel and engaging in 
discussions with the remaining third parties in question in order to determine whether infringement has taken place and to remediate such issues, 
if necessary. The Company believes the remaining accrual is a reasonable estimate of the expenditures required to resolve these matters. 

The Company has been a plaintiff in a class action lawsuit against several defendants relating to the alleged price ftxing of certain thin film 
transistor liquid crystal display flat panels and certain products containing these panels purchased between the years 1999 and 2006, and the 
violation of U.S. antitrust laws. This class action suit was decided in favor of the plaintiffs and in July 2013, the judge in the case ordered the 
distribution of the settlement funds that had been ordered to be put aside by the defendants. Voxx received a sum of $5,643, which has been 
recorded in "Other Income (Expense)" in the Consolidated Statement of Operations and Comprehensive Income (Loss). 

The Company was party to a breach of license agreement lawsuit brought against it by MPEG LA, LLC ("MPEG"). In June 2012, the Company 
reached an agreement with MPEG and agreed to a settlement of $13,096 in final resolution of the matter. As a result of this settlement, the 
Company reco.rded a charge of $9,475 during the nine months ended November 30, 2012 ($3,621 had been estimated and recorded by the 
Company in Fiscal 2012). The charge was recorded in "Other (Exp~nse) Income" in the Consolidated Statement of Operations and 
Comprehensive Income (Loss). The Company sought indemnification from its suppliers for royalty payments previously paid to them that it 
maintains they were responsible to remit to MPEG and vigorously pursued its option under its indemnification agreements. The Company 
completed negotiations with one vendor for an amount of $1, II 0 during the first quarter of Fiscal 2013, which was recorded as an offset to the 
settlement expense as a recovery in "Other (Expense)Income" on the Consolidated Statement of Operations and Comprehensive Income (Loss), 
for a net charge of $8,365 for the nine months ended November 30, 2012. Additional recoveries of $5,689 were negotiated and recorded by the 
Company during the fourth qJ,larter of Fiscal 2013. For the year ended February 28, 2014, no additional recoveries have been recorded related to 
this lawsu-it and the Company is not aware of any additional vendors that it may recover funds from related to this matter. . 

Item 4-Removed and Reserved 

None 
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PART II 

Item 5-Market for the Registrant's Cornmonl<:quitv, Related Stockholder Matters and Is~uer Pu1·chases of Eguitv 

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 f1scal quarters: 

Year ended February 28, 2014 

First Quarter 

Second Quarter 

Thi~d q~~_rte( 
Fourth Quarter 

Year ended February 28,2013 

Fourth Quarter 

Dividends 

$ 

. : ... : .. ·.·· ...... ~~ . 
$ 

High Luw 

11.49 $ 8.95 

15.00 11.03 

17.90 12.17 

17.50 12.37 

High Low 
. 1"3.95 .. ·· '$ ...• "9.86 

9.89 7.10 
...;~.}.sf,_ .o----~-~:I:}~;M·, 

10.39 ~25 

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 recently negotiated credit agreement (sec Note 6(a) to the Notes to the Consolidated Financial Statements). 

Holders 

There arc approximately 827 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 
Class A Common Stock in the open market in connection with the Program. As of February 28, 2014 , the cumulative total of acquired shares 
(net of reissuances of 9,475) pursuant to the program was 1,815,272 , with a cumulative value of $18,351 . The remaining authorized share 
repurchase balance is 1,738,243 at February 28, 2014. During the year ended February 28, 2014, the Company did not purchase any shares. 

Performance Graph 

The following table compares the annual percentage change in our cumulattvc total stockholder return on our common Class A common stock 
during a period commencing on February 28, 2008 and ending on February 28, 20 I 4 with the cumulative total return of the Nasdaq Stock 
Market (US) Index and our SIC Code Index, during such period. 
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COMPARlSON OF 5 YEAR CUi\WLATIVE TOTAL RETUR!\'* 
Among VOXX lntcmation~l Corporation, the .i\ASDAQ Composite Index, 

and SIC CODE 5065 ELECTRONIC PARTS, EQHP, NEC 

$300 -

so 

OZ!Il Ollll IJY14 

_.__ vox:.- lntc1n~uoual COI'JlOt~UOO 

) 

- *$100 invested on 2/28/09 in stock or index; including reinvestment of dividends_ 

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. 
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Consolidated Statement or Operations Data 

Net sales 

Operating (loss) income 

Net (loss) income 

Net (loss) income per common share: 

Basic 

Diluted 

$ 

$ 

$ 

Year 
Ended 

February 28, 
2014 

809,709 $ 

(37,375) 

(26,597) 

(1.!0) $ 

. ~{1.10) $ 

Year 
l<~nded 

February 28, 
2013(3) 

835,577 $ 

4!,696 

22,492 

0.96 $ 

0.95 $ 

Ye:1r 
Ended 

February 29, 
2012 (2) 

707,062 $ 

43,874 

25,649 

1.[ 1 $ 

1.10 $ 

Year 
Ended 

February 28, 
2011 

561,672 $ 

9,0!7 

23,031 

1.00 $ 

1.00 $ 

Year 
Ended 

February 28, 
2010 (I) 

550,695 

3,760 

22,483 

0.98 

0.98 

. A.~. of As of As. of As of As of 

Februar-y 28, February 28, February 29, February 28, February 28, 
·• ·•·•·· ·--· ··· -,:c,-:-:-,··""'·· .•• ,~,!':"",:i.,..,.IJ):-:4~.,"~.,~.-:-::, ··..,····"'; ... ""·:·-:-:: .7-,: :;-:,2...,.o-:-::f3..::..,-. -'--~--:-2-o-1-=-2-. -7--___,.""7""7..,..·-:-. -z-ot_,i"7·.·.-,-,_. _,--.-zo_,J.,.;O'---'--

Consolidated Balance Sheet Data 

Total assets 

w?~kini{cl1pital 
Long-term obligations (4) 

Stotkholders' equitY· · 

(1) 2010 amounts reilect the acquisition ofSch'"';'aiger and Invision. 

632,882 $ 
... :;:Jr81:2.~2 ·. · 

88,255 

\ ~. 

501,097 $ 

. js~:·@L:.;; 
25,849 

:)?.?;~~6..: 

(2) 2012 amounts reflect the acquisition ofKiipsch (see Note 2 of the Notes to Consolidated Financial Statements). 
(3) 2013 amounts reflect the acquisition ofHirschmazm (see Note 2 of the Notes to Consolidated Financial Statements). 

488,978 

<'(./:~3~7i~f; 
32.176 

' :?§4ig§3 

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

Item ?-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 lA of Part I, and Item 8 of Part II, 
"Consolidated Financial Statements and Supplementary Data." 

We begin Management's Discussion and Analysis ofFinancial 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, 2014 
compared to the years ended February 28, 2013 and February 29,2012. Next, we present adjusted EBlTDA and diluted adjusted EBIDTA per 
common share for the year ended February 28, 2014 compared to the years ended February 28, 2013 and February 29, 2012 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, including Contractual and Commercial 
Commitments." We conclude this MD&A with a discussion of"Related Party Transactions" and "Recent Accounting Pronouncements." 

Business Overview and Strategy 

Effective December I, 20 II, Audio vox Corporation changed its name to VOXX International Corporation ("Vox.x," "We," "Our," "Us" or 
"Company"). The Company believes that the name VOXX International is a name that better represents the widely diversified interests of the 
Company, and the more than 30 global brands it has acquired and grown throughout the years, achieving 
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a powerful rnternat10nal corporate rrnage and creating a vchrcle for each of these respcctrvc brands to emerge wrth rts own rdcntity. Voxx rs a 
leadrng mternatronal distnbutor and value added servrce provider in the automotive, premium audio and consumer accessory mdustries. We 
conduct our business through mneteen wholly-owned subsidiaries. Voxx has a broad portfolio of brand names used to market our products as 
well as private labels tluough a large domestic and international drstribution network. We also function as an OEM ("Onginal Equrpmcnt 
Manufacturer") supplier to several customers 

Over the last several years, we have focused on our intention to acquire synergistic businesses with the addition of nine new subsidiaries. These 
subsidiaries helped us to expand our core business and broaden our presence in the accessory and OEM markets. Our acquisitions of 
Hirschmann, Klipsch and lnvision have provided the opportunity to enter the manufacturing arena. Our intention is to continue to pursue 
business opportunities which will allow us to further expand our business model while leveraging overhead and exploring specralized niche 
markets in the electronics industry 

During the fourth quarter of fiscal 2013, the Company realigned its subsidiaries into 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 fmancial information used by our 
Chief Operating Decision Maker ("CODM"). The CODM reviews the financial results of the Company based on the performance of the 
Automotive, Premium Audio and Consumer Accessories groups. 

The Company's domestic and international business is subject to retail industry conditions and the sales of new and used vehicles. The recent 
worldwide economic condition had an adverse impact on consumer spending and vehicle sales. 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 
consolidation of facilities and IT systems, and has been introducing new product to obtain a greater market share. The Company continues to 
focus on cash flow and anticipates having sufficient resources to -operate during Fiscal 20 I 5 and 2016 . 

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 
Vfllue of inventories and gross margins in the .future. 

Acquisitions 

We have acquired and integrated several acquisitions which are outlined in the Acquisitions section of Part I and presented in detail in Note 2 to 
the Notes to the Consolidated Financial Statements. 

Net Sales Growth 

Net sales over a five-year period have increased 47.0% from $550,695 for the year ended february 28, 2010 to $809,709 for the year ended 
February 28, 2014. During this period, our sales were impacted by the following items: 

the introduction of new products and lines such as digital antennas and mobile multi-media devices, mobile iPad and iPod interfaces 
and bluetooth and wireless speaker products, 
acquisition of Hirschmann's mobile communications and infotainment business, 
acquisition of Klipsch's high-end speaker business, 
acquisition of Invision 's mobile entertainment business, 
acquisition of Schwaiger's accessory business. 

Partially offset by: 

The discontinuance and reduction of various high volume/low margin product lines such as navigation, GMRS radios, flat-panel TV's, 
camcorders, clock radios, digital players and digital voice recorders, 
volatility in core mobile, consumer and accessories sales due to increased competition, lower selling prices and the decline in the 
national and global economy. 

Critical Accounting Policies and Estimates 
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Our consolidated fuwncial statements are prepared in conformity with accounting princtplcs generally accepted in the United States of America. 
The prcparatton of these financial statements reqUires us tn make certain estimates, judgments and assumptions that we believe are reasonable 
based upon the mfonnat1on available. These estimates and assumptions can be subjective and complex and may affect tht: reported amounts of 
assets and I iallll1ties, revenues and expenses reported 111 those financial statements. As a result, actual results could differ from such estimates 
and assumptions. The signtftcant accounting policies and estimates which we believe arc the most cntical 111 fully understanding and evaluatmg 
the reported consolidated financial results include the followmg· 

Revenue Recognition 

We tecugntzc revenue frurn product sales at the time of passage of title and risk of loss 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 do accept returns of products, 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 and any 
notification we receive of pending returns. 

Sales incentives 

We offer sales incentives to our customers in the form of (I) 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. Ali sales incentives require customers to claim the sales incentive within a certain time period (referred to as the "claim 
period") and claims are settled either by the customer claiming a deduction against an outstanding account receivable or by the customer 
requesting a check. All costs associated with sales incentives are classified as a reduction of net sales, and the following is a summary of the 
vi:1fiuus saie:s im;eni.ive programs: 

Co-operative advertising allowances are offered to customers as a reimbursement towards their costs for print or media advertisin~ in which our 
product is featured on its own or in conjunction· with other companies' products. ·n1e amount offered is either a fixed amount or is based upon a 
fixed percentage of sales revenue or fixed amount per unit sold to the customer during a specified time period. 

Market development funds are offered to customers in connection with new product launches or entrance into new markets. The amount offered 
for new product launches is based upon a fixed amount or fixed percentage of our sales revenue to the customer or a fixed amount per unit sold 
to the customer during a specified time period. We accrue the cost of co-operative advertising allowances and market development funds at the 
latter of when the customer purchases our products or when the sales incentive is offered to the customer. 

Volume incentive rebates offered to customers require that minimum quantities of product be purchased during a specified period oftime. The 
amount offered is either based upon a fixed percentage of our sales revenue to the customer or a fixed amount per unit sold to the customer. We 
make an estimate of the ultimate amount of the rebate customers will earn based upon past history with the customer and other facts and 
circumstances. We have the ability to estimate these volume incentive rebates, as there does not exist a relatively long period of time for a 
particular rebate to be claimed. Any changes in the estimated amount of volume incentive rebates are recognized immediately using a 
cumulative catch-up acljustment. 

Other trade allowances are additional sales incentives that we provide to customers subsequent to the related revenue being recognized. In 
accordance with ASC 605-50, we record the provision for these additional sales incentives at the latter of when the sales incentive is offered or 
when the related revenue is recognized. Such additional sales incentives are based upon a fixed percentage of the selling price to the customer, a 
fixed amount per unit, or a lump-sum amount. 

The accrual balance for sales incentives at February28, 2014 and February28, 2013 was $17,401 and $16,821, 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. 
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We reverse earned but unclauned sales mcenttves based upon the expiration of the clatm periOd of each program lJnclauned sales mcentives 
that have no spcctftcd clatm period arc reversed 111 the quarter following one year from the end of the program. 

For the years ended February 28, 2014, February 28,2013 and February 29,2012, reversals of prevwusly establtshed sales mcenttve liabilities 
amounted to $1,990 , $3,350 and $3,662 , respectively. These reversals include unearned and unclaimed sales incentives Uneamed sales 
tncentives are volume mcenttve rebates where the customer did not purchase the reqUired mtntmum quantities of product durmg the spcctfied 
time. Volume incentive rebates arc reversed into income in the period when the customer did not reach the required minimum purchases of 
product during the specified time. Reversals of unearned sales incentives for the years ended February 28, 2014 , February 28, 2013 and 
February 29, 2012 amounted to $1,935 , $2,933 and $2,200 , respectively. 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). Reversals of unclaimed sales 
incentives for the years ended February 28, 2014 , February 28, 2013 and February 29, 2012 amounted to $55 , $417 and $1,462 , respectively. 

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. We record charges 
for estimated credit losses against operating expenses and charges for price adjustments against net sales in the consolidated financial statements. 
The reserve for estimated credit losses at February 28, 2014 and February 28, 2013 w.ere $6,889 and $7,840 , respectively. The decrease in the 
reserve is a result of the related decreases in sales and accounts receivable. 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. 

During Fiscal 2014, the Company entered into two supply chain financing agreements("factoring agreements") with Wells Fargo and Citibank 
("the banks") to accelerate receivable collection and better manage cash flow. Under the factoring agreements, the Company has agreed to sell 
the banks certain of its accounts receivable balances. For those accounts receivable tendered to the banks and that the banks choose to purchase, 
the banks agreed to advance an amount equal to the net accounts receivable balance due, less a discount as set forth in the respective agreement~. 
The Company's German subsidiary also has a factoring agreement with GE Capital AG that was entered into in October 2000, under which the 
subsidiary may factor up to €16,000 of account~ receivable at a time. The factored balances·under all agreements are accoun~d for as sales of 
accounts receivable, as they are, sold without recourse. Total balances factored for the year ended February 28, 2014 were approximately 
$100,000 , $77,000 and $93,000 , respectively. Fees incurred in connection with the factoring agreement~ totaled $258 , $213 and $259 for the 
years ended February 28,2014, February 28,2013 and February 29,2012, respectively. 

Inventories 

We value our inventory at the lower of the actual cost to purchase (primarily on a weighted moving average basis, with a portion valued at 
standard cost) and/or the current estimated tnarket value of the inventory less expected costs to sell the inventory. We regularly review inventory 
quantities on-hand and record a provision, in cost of sales, for excess and obsolete inventory based primarily from selling price reductions 
subsequent to the balance sheet date, indications from customers based upon current negotiations, and purchase orders. A significant sudden 
increase in the demand for our products could result in a short-term increase in the cost of inventory purchases while a significant decrease in 
demand could result in an increase in the amount of excess inventory quantities on-hand. In addition, our industry is characterized by rapid 
technological change and frequent new product intr,oductions that could result in an increase in the amount of obsolete inventory quantities on
hand. During the years ended February 28, 2014 , February 28, 2013 and February 29, 2012 , we recorded inventory write-downs of $3,602 , 
$4,300 and $2,942 , respectively. 

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 teclmological developments could have a significant impact on the carrying value of 
inventory and our results of operations. 

Goodwill and Other Intangible Assets 

24 



Goodwill and other intangible assets consist of the excess over the fair value of assets acquired (goodwill), and other intangible assets (patents, 
contracts, trademarks/tradcnamcs and customer relationships). Values assigned to the respective assets arc determined in accord:wcc '.vith i\SC 
S05 "Bus mess Combinations" (" ASC 805") and A SC 350 "Intangibles- Goodwill and Other" (" ASC 350") 

Goodwill is calculated as the excess of the cost of purchased businesses over the value of their undcrlymg net assets. Generally, the pr1mary 
valuation method used to determine the f-air Value ("FV") ofaequired businesses is the Discounted f-uture Cash Flow Method ("DCF"). A five
year period IS analyzed us1ng a risk adjusted discount rate. 

The value of potential intangible assets separate from goodwill are independently evaluated and assigned to the respective categories. The 
largest categories from recently acquired businesses are Trademarks and Customer Relationships. The FV's of trademarks acquired are 
determined using the Relief from Royalty Method based on projected sales of the trademarked products. The FV's of customer relationships are 
determined using the Multi-Period Excess Earnings Method which includes a DCF analysis, adjusted for a required return on tangible and 
intangible assets. The Company categorizes this fair value determinatiou as Level 3 (uuubservable) in the fair value hierarchy. The guidance in 
ASC 350, including management's business intent for its use; ongoing market demand for products relevant to the category and their ability to 
generate future cash flows; legal, regulatory or contractual provisions on its use or subsequent renewal, as applicable; and the cost to maintain or 
renew the rights to the assets, arc considered in determining the useful life of all intangible assets. If the Company determines that there are no 
legal, regulatory, contractual, competitive, economic or other factors which limit the useful life of the asset, an indefinite life will be assigned 
and evaluated for impairment as indicated below. Goodwill and other intangible assets that have an indefinite useful life are not 
amortized. Intangible assets that have a definite useful life are amortized over their estimated useful life. 

ASC 350 requires that goodwill and intangible assets with indefmite useful lives be tested for impairment at le<~St annually or more frequently if 
an event occurs or circumstances change that could more likely than not reduce the fair value of a reporting unit below its carrying amount. 
Intangible assets with estimable useful lives are required to be amortized over their respective estimated useful lives and reviewed for 
impairment if indicators of impainnent exist . To determine the fair value of these intangible assets, there arc many assumptions and estimates 
used that directly impact the results of the testing. We have the ability to influence the outcome and ultimate results based on the assumptions 
and estimates we choose. To mitigate undue influence, we set criteria that are reviewed and approved by various levels of management. 
Additionally, we may evaluate our recorded intangible assets with the assistance of a third-party valuation firm, as necessary. All reports and 
l:uudu:siun::> un: n:vit:wcu by managemenl who has uitimate responsibiiity for their content. If a significant change in these estimates occurs, the 
Company could experience impairment charges, in addition to those noted below, in future periods. 

Goodwill .is tested using a two-step process. The first step is to identity a potential impairment, and the second step measures the amount of the 
impairment loss, if any. Goodwill is considered impaired if the carrying amount of the reporting unit's goodwill exceeds its estimated fair value. 
Voxx's reporting units that carry goodwill are Hirschmann, Invision and Klipsch. The Company has three operating segments based upon its 
products and internal organizational structure. These operating segments are the Automotive, Premium Audio and Consumer Accessories 
segments. The Hirschmann and lnvision reporting units are located within the Automotive segment and the Klipsch reporting unit is located 
within the Premium Audio segment.The goodwill for the reporting units were tested as of February 28,2014 using a discounted future cash flow 
method with discount rates that ranged from 12.5% to 15.1% within the analyses. The resulting fair values of the reporting units were evaluated 
giving ~o_nsideration to the market capitalization .of the C~mpany. Based on the Company's goodwill impai':llent a~s~~sme!"l~~}h~.Hir~f~~,n:, ·"''~ 
and Inv1s1on reportmg umts wtth goodwill ~ad estimated fa1r values as of February 28,20.14 that exceeded the1r carrymg values. 

I 

Upon completion of the annual Step 1 assessment for the year ended February 28, 2014 , the estimated fair value of the Klipsch reporting unit 
did not exceed its carrying amount, including goodwill. As a result, the second phase of the goodwill impairment test ("Step 2") was performed 
specific to Klipsch. Under Step 2, the fair value of all Klipsch's assets and liabilities were estimated, including tangible and intangible assets. The 
implied fair value of the goodwill as a residual was then compared to the record_ed goodwill to determine the amount of impairment. As a re;;ult 
of this analysis, an impairment charge of $32,163 was recorded for goodwill for the fiscal year ended February 28, 2014 in the Company's 
Consolidated Statement of Operations and Comprehensive Income (Loss) within the Premium Audio segment. No impairment charges were 
recorded related to goodwill during the fiscal year ended February 28, 2013. 

f-or intangible assets with indefinite lives, primarily trademarks, the Company compared the fair value of each intangible asset with its carrying 
amount. To compute the fair value at February 28, 2014 , various considerations were evaluated including current sales associated with these 
brands, management's expectations for future sales and performance of the business. With the exception of the Technuity intangibles below, 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. We utilized a Relief-from-Royalty Method, applying royalty rates of 0.5% to 
7.0% for the relative tradernarks and domain name after reviewing 
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comparable market rates, the profitabi11ty of the products assoc1ated w1th relat1ve mtang1ble assets, and other qual1tat1ve factors. We determmed 
that nsk-adjusted d 1scount rates rangmg from 13.2% to 15.8% were appropriate as a result of weighted average cost of capital analyses As a 
result of this analysis, it was determined that certain indefinite lived trademarks were tmpatred, rcsulttng 111 a total 1mpairrnent charge of $21,715 
for the fiscal year ended February 28,2014 No Impairment losses were recorded related to indefinite lived intangible assets during the twelve 
months ended February 28, 2013 . Indicators of impairment existed which required the Company to evaluate the related long lived assets at the 
lowest level for which there are separately tdcntiftable cash flows. As a result of this further analysis, no additional impairments of the lonp, lived 
assets were recorded other than the abandonment noted below. 

The above impairment charges were the result of various indicators that occurred during the fourth quarter of Ftscal 2014. Specifically, certain of 
our consumer electromc and premium audio product lines experienced significantly lower than expected performance. In addition, indications of 
near-term shortfalls for certain products within these lines were apparent. Taking these factors into account, along with long-tenn industry 
forecasts, the Company had re-evaluated its projections. Further, some of the weighted-average cost of capital rates increased in Fiscal 2014 as a 
result of higher stock volatility of market par1icipants, as compared to overall market returns. All of these factors led to the Fiscal 2014 
impairment charges for goodwill and indefinite lived intangibles. 

During the fourth quarter of Fiscal 2014, the Company made a business decision to abandon its Technuity business and restructure the marketing 
and use of the Company's domain name. These decisions resulted in an impairment of the related definite and indefinite lived intangible assets, 
as well as the long lived assets in accordance with ASC360 "Property, Plant and Equipment" ("ASC 360"). As a result, an impairment charge of 
$3,683 was recorded related to both definite and indefinite lived tradenames, customer relationships and long lived fixed assets. 

The cost of other intangible assets with definite lives 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 other 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, 
2014 . Intangible assets with definite lives were not impaired at February 28, 2013 . 

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 cost~. 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 $12,478 at February 28, 2014 and $14,551 at 
February 28, 2013. The decrease in warranty liability is due to a warrapty accrual recorded in Fiscal20!3 related to a recall initiated by Subaru 
for which most of the devices have been replaced as of February 28, 2014 by one of the Company's suppliers. 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 
'''· '!n~·t ··r~;.~. 'i• · .~·~-h~~il!i-.· -:1•/'··. :·· 

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 granted in the current and prior periods, the total stock-based compensation expense of $641 that was 
recorded for the year ended February 28, 2014 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. 
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During Fiscal 2014 , the Company recorded an income tax benefit of $58 related to federal, state and foreign taxes The Company's e[fccti v(; tax 
rate differs from the US federal statutory rate of 35% primarily due to the impact of the Impairment of non-deductible goodwill and other non
deductible expenses, partially offset by an rncome tax benefit related to the worthless stock deduction of a foreign affiliate, and the US eftect of 
foreign operations including tax rate differences in foreign jurisdictions. The Company maintains a valuation allowance against deferred tax 
assets m ccrtam foreign jurisd1ct1ons and with respect to itS foreign tax credits and various investments which are more likely than not to 
generate capital losses m the future. Any decline in the valuation allowance could have a favorable impact on our income tax provision and net 
Income Ill the period in which such detem1ination is made. 

The Company accounts for uncertam 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 tax returns 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 bas..:d ou the tedwical merits of tht! position. The tax bt!ncfils 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 realized upon ultimate 
settlement. The Company provides loss contingencies for federal, state and international tax matters relating to potential lax 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). 

Results of Opera lions 

Included in Item 8 of this annual report on Form I 0-K are the consolidated balance sheets at February 28, 2014 and February 28, 2013 and the 
consolidated statements of operations and comprehensive income, consolidated statements of stockholders' equity and consolidated statements 
of cash flows for the years ended February 28, 2014 , February 28, 2013 and February 29, 2012 . In order to provide the reader meaningful 
comparison, the following analysis provides comparison of the audited year ended February 28, 2014 with the audited years ended February 28, 
2013, and February 29, 2012. We analyze and explain the differences between periods in the specific line items of the consolidated statements 
of operations 1:1nJ ~ornpreht:nsive income. 

Year Ended February 28, 2014 Compared to the Year.~ Ended February 28,2013 and February29, 2012 

Continuing Operations 

The following table sets forth, tor the periods indicated, certain Statement of Operations data for the years ended February 28, 2014 ("Fiscal 
2014 "),February 28,2013 ("Fiscal2013 ")and February 29,2012 ("Fiscal2012 "). 

Net Sales 

Automotive 

Premium Audio 

c(;ns~mer Acc~ssories 
Corporate 

Total net sales 

Fiscal 20/4 

Fiscal 

2014 
. :>:,!"'·$ :.~;;~';(7'4i2;?31 

189,208 

·. ; '" ;;:,_'_' ~,-·:·; .::.·:~9~~-~J~ _.· 
1,651 

Fiscal 

2013 

$ .. 416,557. $ 

192,987 

Fiscal 

2012 

291,231 

191,427 

22~_,701 221,518 

1,332 2,886 
.$ .. .. :809,709 ; $ 835,577 $ 707,062 

======= 

Automotive sales, which include both OEM and aftermarket automotive electronics, represented 50.9% of the net sales for the year ended 
February 28, 2014 , compared to 49.9% in the prior year. The Automotive group experienced increases in its OEM manufacturing lines during 
the year ended February 28, 2014 due to the success of new programs with Ford and Nissan, changes in products and product mixes at the 
Company's Hirschmann subsidiary, a new project with Bentley, as wei! as stronger sales of remote start products due to a very cold and extended 
winter remote start season. These increases were partially offset by a continued decline in satellite fulfillment sales, as more vehicles arc being 
built with satellite radio; the decrease m sales of aftermarket car radios, due to change in demand; a decrease in OEM sales for certain products 
as a result of competitive pricing decreases; as well as lower sales in Venezuela due to foreign currency restrictions resulting from current 
economic and political restrictions. 

Premium Audio sales represented 23.4% of net sales for the year ended February 28, 2014 as compared to 231% in the prior year. The decrease 
in Premium AudiO was primarily related to the discounting of certain products being phased out, as well as a very cold and extended winter 



season 111 the LJ S , wh1ch resulted 111 lower than expected sales durmg the fourth quarter ofF 1scal 2014, as the a btl ity of many consumers to 
travel to facillttes where our products are sold was restneted or deterred. These decreases were offset by mcrcased sales of new sounclbar. 
bluetooth, wu eless and cinema speaker products 

Consumer Accessories represented 25.5% of our net sales for the year ended February 28, 2014, compared to 26.9% in the prtor year. The 
decrease in the Consumer Accessories group was related to sales in our international markets as a result of the prior year conversion of analog to 
d1g1tal broadcasting in Germany, which resulted in higher than normal sales in the first half of F1scal 2013, as well as due to European market 
coodttions and a very cold and extended wmter season in the U S , which resulted in lower than expected sales during the fourth quarter of Fiscal 
2014, as the ability of many consumers to travel to factlities where our products arc sold was restricted or deterred. In add ilion, there have been 
continued decreases tn sales in low margtn products, such as camcorders, clock radios, dtgital players, digital voice recorders, rechargeable 
batteries and surge protectors as a result of competition, changes in demand, changes in technology, as well as planned exits of certain products 
begun in Fiscal 2013. These decreases were offset by increased sales of wireless and bluetooth speaker, reception and emergency products. 

Fisca/2013 

Automotive sales, which include both OEM and aftermarket automotive electronics, represented 49.9% of the net sales for the year ended 
February 28, 2013 , compared to 41.2% in the prior year. For the year ended February 28, 2013 , $153,310 of our sales from this product group 
was the result of our recent acquisition of Hirschmann. In addition, the automotive group experienced increases in its OEM manufacturing lines 
during the year ended February 28, 2013 due to the launch of new programs with Ford and Nissan in the second quarter of Fiscal 2013 , as well 
as due to new product introductions, such as the mobile iPad and iPod interfaces. These increases were partially offset by a decline in satellite 
fulfillment sales and slower mobile audio sales in Europe and the United States. 

Premium Audio sales increased $1,560 during the year ended February 28, 2013 ., as compared to the prior year. The increase in Premium Audio 
was primarily related to increased sales of on-ear and in-ear headphones and sound bars, offset by declines in our European sales. 

Consumer Accessories sales represented 26.9% of our net sates for the year ended February 28, 2013, as compared to 31.3% in the prior year. 
The decrease in the Consumer Accessories group was primarily related to decreased sales in our international markets as a result of European 
market conditions as well as the decrease in low margin products, such as camcorders, clock radios and digital players that the Company has 
been exiting throughout the year. These decreases were offset by sales of new wireless speaker products and increased sales of portable power 
lines and power supply systems due to the growing predominance of electronic devices in consumer homes. 

27 

'X. 



Sales mcent1ve expenses were $35,124 , $32,286 and $40,009 for F1scal 2014 , 2013 and 2012 , respectively, which included reversals for 
uncla1med and unearned sales incentives of $1.,990 , $3,350 and $3,662 , respectively. We believe the reversal of unearned and earned but 
unclanned sales incentives upon the expiration of the claim period IS a disciplmed, rational, consistent and systematic method of revers1ng 

unearned and earned but unclaimed sales incentives These sales incentive programs are expected to continue and will either increase or decrease 
based upon competition and customer demands 

Gross l'ro[it and Gross Margin Percentage 

Automotive 

Premium Audio 

Consumer Accessories 

Corporate 

Fisca/2014 

$ 

Fiscal 

2014 

117,297 $ 

28.4% 

60,924 

32.2% 

. 5.0,533 '· 

Fiscal 

2013 

112,908 

27.1% 

65,}52 

33.9% 

··\, .. -;;57;?3Q .... ! 

$ 

Fiscal 

2012 

72,767 

25.0% 

72,647 

38.0% 

.. 54,065 

24.5% 25.5% 24.4% 

____ ._·.'-1,;_4_94.:;_· .. _: ·>,;_;,(':1;3'2~ .'· _ _;,_ __ 3_:_,4_7_6_ 

$ 230,248 $ 236,822 $ 202,955 
28.4% ·::· ;· ;_'';'·.:.:.::;~··:)8}o/;'~: .. ,. . 28.7% 

.,,: .. , ~ .. - .. ·( ... ,..\ .. ~;.:;. .. ~ .. ~,,,.!~ .. ~ ..... J .... .JJ ·'·'···~ 

Gross margins in the Automotive segment increased 130 basis points due to improved margins and increased sales in OEM and remote start 
products. This was offset by decreased sales in Venezuela as a result of economic and political conditions. 

Gross margins in the Premium Audio segment decreased 170 basis points primarily as a result of declines in international sales due to European 
market conditions, the discounting of certain products that were phased out by the Klipsch group, as well as due to online price competition. This 
was partially offset by increases in sales of certain higher margin pmducts, such as soundbars, bluetooth and wireless speakers. 

Gross margins in the Consumer Accessories segment decreased 100 basis points primarily as a result of decreases in international sales as a 
result of a prior year spike in analog to digital TV transition related product sales. This was partially offset by an increase in sales of higher 
margin products, such as wireless speakers and decreases in sales of lower margin products, such as camcorders, clock radios, digital players, 
and digital voice recorders that the Company has been exiting. 

Fisca/2013 

Gross margins in the Automotive segment increased 210 basis points due primarily to the acquisition of Hirschmann, increased sales in OEM 
related products and the net impact of the currency devaluation in Venezuela. This was offset by a decrease in sales of higher margin car 
speakers at Audiovox Germany and unfavorable swings between hedged costs and related sales. 

Gross margins in the Premium Audio segment decreased 410 basis points primarily as a result of declines in international sales due to European 
market conditions, as well as due to the cost of shifting warehouse facilities in Asia, and a moderate increase in inventory provisions related to 
various products. This was partially offset by increases in sales of certain higher margin products, such as on-ear and in-ear headphones and 
sound bars. 

Gross margins in the Consumer Accessories segment increased 110 basis points primarily as a result of an increase in sale of higher margin 
consumer products, such as bluetooth speakers and a decrease in sales of lower margin products, such as camcorders, clock radios and digital 
players that the Company has been exiting during the year. This was offset by decreases in international sales due to European economic 
conditions and unfavorable swings between hedged costs and related sales. 

Operating Expenses and Operating Income I (Loss) 
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Operatmg Expenses 
Selling 

General and admmistrative 

Engineering and technical support 

Impairment charges 

Restructuring expense 

Acquisition related costs 

Total Operating Expenses 

Operating (loss) income 

Fisca/2014 

$ 

$ 

$ 

Fiscal 

2014 

55,725 

118,852 

34,161 

57,561 

1,324 

267,623 

(37,375) 

Fiscal Fiscal 

2013 2012 

$ 51,976 $ 47,282 

114,653 93,219 

26,971 15,825 

1,526 2,755 

$ 195,126 $ 159,081 

$ 41;696 $ 43,874 

Operating expenses increased $72,497 in Fiscal 20 14 as compared to Fiscal 2013 . The increase in total operating expenses was due primarily to 
impairment charges to goodwill, amortizing and non-amortizing intangible a'isets, as well as long lived assets. The impairment charges were the 
result of various indicators that occurred during the fourth quarter of Fiscal 2014. Specifically, certain of our consumer electronic and premium 
audio product lines ·experienced significantly lower than expected performance. In addition, indications of near-term shortfalls for certain 
products within these lines were apparent. Taking these factors into account, along with long-term industry forecasts, the Company had re
evaluated its projections. Further, some of the weighted-average cost of capital rates increased in Fiscal 2014 as a result of higher stock volatility 
of market participants, as compared to overall market returns. Additionally, during the fourth quarter of Fiscal 2014, the Company made a 
business decision to abandon its Technuity business and restructure the marketing and use of the Company's domain name. These decisions 
resulted in an impairment of the related definite and indefinite lived intangible assets, as well as the long lived assets. Increases also resulted 
from employee salary increases; increased employee bonuses; as well as an increase in research and development expenses at Hirschmann and 
advertising expenses primarily at Klipsch, as a result of new projects, sponsorships and product lines. The Company also incurred restructuring 
expenses for the year ended February 28, 2014 as a result of the closing of one of its warehouses and the implementation of an integrated ERP 
system, resulting in certain lease termination, moving and severance costs. These increases were partially offset by decreases in professional and 
legal fees due to the absence of acquisition and legal activity during the year ended February 28, 2014 . The Company has also continued to 
reduce occupancy costs as a result of the consolidation of groups into the Klipsch headquarters facility in Indianapolis, IN, which was purchased 
in Fiscal 2013. 

Fisca/2013 

Operating expenses increased $36,045 in Fiscal 20i3 as compared to. Fiscal 2012. The increase in total operating expenses was due primarily to 
our recent acquisition of Hirschmann which accounted for $42,660 of our operating expenses during the year ended February 28, 2013 ; as well 
as an increase in advertising expense Company-wide, not including Hirschmann. Not ~ing into account the acquisition of Hirschmann, the 
increases were partially offset by reductions in depreciation expense, head count reduction in select groups, reductions of commissions as a result 
of lower net sales, reduced occupancy costs due to the purchase of Klipsch headquarters in Indianapolis, IN, which had previously been leased, 
as well as lower professional fees as a result of the conclusion of the MPEG lawsuit in June 2012. 

Other lncome/{Expense) 

Fiscal l'iscal Fiscal 
2014 2013 2012 

Interest and bank charges $ (7,394) $ ·(~,28~) $ (5,630) 

Equity in income of equity investees 6,070 4,880 .· 4,035 

Other, net 12,044 (2,633) (3;387) 

Total other income (expense) $ 10,720 $ (6,041) $ (4,982) 

Fiscal 2014 
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Other, net, for the year ended february 28, 2014 mcludes funds recciwtl from a customer of approximately $4,400 related to a shortfall on a 
contract resulting in missed projccttons_and a payment to the Company, as well as funds of approximately $5,600 received in a class actron 
settlement and approximately $900 related to the recovery of funds from Cucurt Crly that had been previOusly written off by Kilpsch pnor to 
Voxx's acquisition of the subsidiary_ Other, net, also includes net losses on forergn currency of $1,079, which includes the nel effect of the 
January 2014 devaluation of the Venezuelan Bol1var Fuerte for certam forergn investments and non-essential items and resulted in a ncl gain of 
approxunately $200, a-; well as charges of approximately $1,200 for the estimated and actual patent settlements with certain third parties during 
the year ended February 28, 20 14_ Other, net for the year ended February 28, 2013 rncludes net charges in connection with a patent suit ol 
approximately $2,700, and losses on foreign exchange contracts of approximately $2,700 incurred in conjunction with the Hirschmann 
acquisition and settled during the first quarter of fiscal 2013 These charges were partially offset by income recorded related to favorable legal 
settlements received by Kl1psch of approximately $1,000 during the first and th1rd quarters of Fiscal 2013 and rental income of approximately 
$1,100 

Interest and bank charges represent expenses for bank obligations of VOXX International Corporation and Audiovox Germany, interest for 
capital leases, and amortization of deferred financing costs on our credit facility_ The decrease in these expenses for the year ended february 28, 
2014 , is due primarily to a lower balance carried on the Company's Amended Credit facility during Fiscal 2014 as compared to the prior year_ 

Equity in income of equity investees increased due to increased equity income of ASA Electronics, LLC (ASA) as a result of improved sales and 
profitability, as well as market expansion_ 

rlsca/2013 

Other, net, for the year ended February 28, 2013 includes net charges in connection with a patent suit of approximately $2,700, and losses on 
foreign exchange contracts of approximately $2,700 incurred in conjunction with the HirschmalUl acquisition and settled during the first quarter 
of Fiscal 2013. These charges were partially offset by income recorded related to favorable legal settlements received by Klipsch of 
approximately $1,000 during the first and third quarters of Fiscal 2013 and rental income of approximately $1,100. Other, net for the year ended 
February 28, 20 I 3 included charges in colUlection with a patent lawsuit of approximately $3,600, a contingent consideration adjustment of 
approximately $2,000 related to a prior acquisition and an other than temporary impairment of an investment in marketable securities of 
app,ux.iwately $ i ,200. These charges were partiaiiy offset by gains oC approximately $1,600 in forward exchange contracts in the fourth quarter 
ofFiscal2012 related to the Hirschmann acquisition and a rental income of approximately $500. 

Interest and bank charges represent expenses for bank obligations of VOXX International Corporation and Audiovox Germany, interest for a 
capital lease, and amortization of deferred financing costs on our credit facility_ The increase in these expenses for the year ended February 28, 
2013 , is due primarily to interest expense, fees and amortization of deferred financing costs related to the Credit Facility entered into on March 
14, 2012 primarily to fund our HirschmalUl acquisition. 

Equity in income of equity investees increased due to increased equity income of ASA Electronics, LLC (ASA) as a result of improved sales and 
profitability, as well as market expansion_ 

Income Tax Provision 

The effective tax rate in Fiscal 2014 was an income tax provision of 0_2% on pre-tax loss from operations of $(26,655) as compared to a benefit 
of 36_9% on a pre-tax income of $35,655 from continuing operations in the prior year. The effective tax rate in Fiscal 2014 differs from the 
statutory rate of 35% primarily due to the impact of the impairment of non-deductible goodwill and other non-deductible expenses, partially 
offset by an income tax benefit related to the worthless stock deduction of a foreign affiliate and the U_S. effect of foreign operations including 
tax rate differences in foreign jurisdictions. 

The effective tax rate of 36_9% in Fiscal 2013 differs from the statutory rate of 35% primarily due to state and local taxes, non-deductible 
expenses and the U.S. effect of foreign operations including tax rate differences in foreign jurisdictions_ 

The effective tax rate of34_0% in Fiscal 2012 differs from the statutory rate due to state and local taxes, non-deductible expenses, the generation 
of research and development credits and the U_S_ effect of foreign operations including lax rate differences in foreign jurisdictions_ 

Net Income 
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The followtng table sets forth, for the periods mdtcated, selected statement or operations data begmning with opcratm~ income fi·om opcrattons 
to reported net income and basic and diluted net income per common share 

Operating (loss) income 

Other income (expense), net 

(Loss) income from operations before income taxes 

Income tax (benefit) expense 

Net (loss) income 

Net (loss) income per common share: 

Basic 

Diluted 

$ 

$ 

$ 

$ 

Fiscal 

2014 

(37,375) $ 

10,720 

(26,655) 

(58) 

(26,597) $ 

(l.IO) $ 

(l.IO) $ . 

Fiscal Fiscal 

2013 2012 

41,696 $ 43,874 

(6,041) (4,982) 

35,655 38,892 

13,163 13,243 

22,492 $ 25,649 

0.96 $ 1.11 ------
·0.9~. $ 1.10 

====== 

Net loss for Fiscal 2014 was $(26,597) as compared to net income of $22,492 in Fiscal 2013 and $25,649 in Fiscal 2012. Fiscal 2014 net loss 
was unfavorably impacted by impairment charges related to goodwill, amortizing and non-amortizing intangible assets and long-lived assets, as 
well as restructuring charges, decreases in sales attributable to European market conditions and the economic and political conditions in 
Venezuela. These were offset by improved performance of the Company's equity investment, decreases in acquisition and professional fees due 
to a decrease in related activities, as well as payments received related to a contract shortfall and to a favorable class action settlement. 

During Fiscal 2013 , net income was unfavorably impacted by losses on forward exchange contracts and a decrease in sales in European 
markets, offset by the acquisition of Hirschmann, an increase in sales in domestic markets and a net foreign currency gain related to the 
devaluation of the Bolivar Fuerte in Venezuela. 

During Fiscal2012, net income was favorably impacted by the acquisition ofKlipsch. 

Adjusted EBITDA and Adjusted Diluted Earnings per Common Share 

Adjusted EBITDA and diluted adjusted earnings per common share are not financial measures recognized by GAAP. Adjusted EBITDA 
represents net (loss) income, computed in accordance with GAAP, before interest expense and bank charges, taxes, depreciation and 
amortization, stock-based compensation expense, relocation and restructuring charges, certain recoveries, litigation settlements, contract 
shortfalls and costs and foreign exchange gains or losses relating to our acquisitions. Depreciation, amortization, and stock-based compensation 
expense are non-cash items. Diluted adjusted earnings per common share represent the Company's diluted earnings per common share based on 
adjusted EBITDA. 

We present adjusted EBITDA and diluted adjusted earnings 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 costs relating to the Company's acquisitions, restructuring, relocations, contract shortfalls, stock-based 
compensation, litigation settlements and recoveries 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. Adjus!ed EBITDA should not be assessed in isolation from or construed as a 
substitute for EBITDA prepared in accordance with GAAP. Adjusted EBITDA and diluted adjusted earnings per common share are not intended 
to reprcse::nt, and should not be considered to be more me::aningful measures than, or alternatives to, measures of operating performance as 
determined in accordance with GAAP. 

Reconciliation ofGAAP Net Income to Adjusted EBITDA and Adjusted Diluted Earnings per Common Share 
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Net (loss) income 

AdJ ustrnents 

Interest expense and bank charges 

Depreciation and amortization 

Income tax (benefit) expense 

E111TDA 

Stock-based compensation 

Circuit City recovery 

Net settlements 

Contract shortfall 

Asia warehouse relocation 

Restructuring charges 

I~pairme.nt tharges 

Acquisition related costs. . .. 

Loss/(gain) on foreign exchange as a: result of Hirschmann acquisition 

Adjusted EBITDA 

$ 

$ 

Fiscal 

2014 

(26,597) 

7,394 

16,183 

(58) 

(3,078) 

641 

(940) 

(4,443) 

(4,370) 

(208) 

1,324 

57,561 

46,487 

Fiscal Fisc::~ I 

2013 2!ll2 

$ 22,492 $ 25,649 

8,288 5,630 

16,446 10,295 

13,163 13,243 

60,389 54,817 

435 1,082 

1,661 3,621 

789 

1?5~6. 2,755 
2;670 ,; . . :;\)((;58'1)' 

$ 67,470 $ 60,694 

6iiut~~-~;;~_i~g-~-.r~T~;;,P~9~•-$h~e ·: ;··· ~ ; · .. $ . (LlO) -· $ -; 9,~p,_~;;$', ;;(/·i(:_I,P) 
Diluted adjusted EBITDA per common share $ L93 $ 2.86 $ 2.61 

Liquidity and Capital Resources 

Cash Flows. Commitments and Obligations 

As of Pebruary 28, 2014, we had working capital of $184,233 which includes casl! and cash eyuivalt:nls uf $10,603 compared wi~ working 
capital of $200,703 at February 28, 2013 , which included cash and cash equivalents of$ 19,777 . The decrease in cash is primarily due to 
repayments of the Company's Credit Facility and Amended Credit Facility. 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 
pay down our debt. The following table summarizes our cash.flow activity for all periods presented: 

Cash provided by (used in): . . .. . , ... 

Operating activities 

Investing activities 

Financing activiti~s 

Effect of exchange rate changes on cash 

Net (decrease) increase in cash and cash equivalents 

$ 

$ 

Year 
Ended 

February 28, 
2014 

66,817 $ 

(14,629) 

(60,159) 

(1 ,203) 

(9,1 74) $ 

Year 
Ended 

February 28, 
2013 

Year 
Ended 

February 29, 
2012 

25,523 $ • ' . - 62,867 

( 125,574) (179,410) 

108,254 ~1Al6 
(2,032) 103 

6,171 $ (85,024) 
===~==== 

Operating activities provided cash of $66;817 for Fiscal 2014 from: i) impairment charges of $57,561 , and depreciation and amortization of 
$16,183 , as well as ; ii) increased accounts payable and accrued expenses and decreased inventory, partially offset by decreased customer and 
vendor accounts receivable, due primarily to a decrease in sales, as well as the factoring of certain trade accounts receivable balances at 
February 28, 20 14 (see Note I (h) of the Consolidated Financial Statements). 

fnvesting activities used cash of$ l 4,629 during Fiscal 2014 , primarily due to capital additions related to the Company's system upgrade. 
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F1nancmg activities used cash of$60,159 durmg Fiscal 2014, primarily due to repayments of bank obligations, offset by the refinancing of one 
of the Company's mortgages and the amendment of the Company's Credit Facility, as well as proceeds from the exercise of stock opt1ons 

From March I, 2013 through January 8, 2014, we had a revolving credit facility ("the Credit Facility") with an aggregated committed availability 
of up to $205,000. The Credit Facility provided for senior secured credit facilities consisting of a revolving credit facility of $80,000; a $50,000 
multicurrcncy revolving facility, of which up to the eqwvalent of$50,000 was available only to YOXX International (Germany) GmbH in euros; 
and a five year term loan facility in the aggregate principal amount of $75,000. $110,000 of the U. S. revolving credit facility was available on a 
revolving basis for five years from the closing date. An additional $20,000 was available during the periods from September I, 2012 through 
January 31, 2013 and from September I, 2013 through November 30, 2013. The Credit Facility included a $25,000 sublimit for issuers of letters 
of credit for domestic borrowings and a $10,000 sublimit for Swing Loans. 

On January 9, 2014, the Company amended and restated its Credit Facility (the "Amended Facility"). The Amended Facility provides fC1r seruor 
secured credit facilities in an aggregate amount of $200,000, consistmg of a revolving credit facility of $200,000, with a $30,000 multicurrency 
revolving credit facility sublimit, a $25,000 sublimit for Letters of Credit and a $10,000 sublimit for Swingline Loans. The Amended Facility is 
due on January 9, 2019, however, it is subject to acceleration upon the occurrence of an Event of Default (as defined in the Credit Agreement). 

Generally, the Company may designate specific borrowings under the Amended Facility as either Alternate Base Rate Loans or UBOR Rate 
Loans, except that Swingline Loans may only be designated as Alternate Base Rate Loans. VOXX International (Germany) GmbH may only 
borrow curos, and only as LIBOR rate loans. Loans designated as LIBOR Rate Loans shall bear interest at a rate equal to the then applicable 
LIBOR rate plus a range of l.OO - 2.00% based upon leverage, as defined in the agreement. Loans designated as Alternate Base Rate loans shall 
bear interest at a rate equal to the base rate plus an applicable margin ranging from 0.00- l.OO% based on leverage. 

The Amended Facility requ!res compliance with financial covenants calculated as of the l~t day of each fiscal quarter, consisting of a Total 
Leverage Ratio and a Consolidated EBIT to Consolidated Interest Expense Ratio. 

The Amended Facility contains covenants that limit the ability of certain entities of the Company to, among other things: (i) incur additional 
indebtedness; (ii) incur liens; (iii) merge, consolidate or exit a substantial portion oftheir respective businesses; (iv) make any material change in 
the nature of their business; (v) prepay or otherwise acquire indebtedness~ (vi) cause any Change of Control; (vii) make any Restricted Payments; 
(viii) change their fiscal year or method of accounting; (ix) make advances, loans or investments; (x) enter into or permit any transaction with an 
Affiliate of certain entities of the Company~ or (xi) use proceeds for certain items. As of February 28, 2014 , the Company was in compliance 
with all other debt covenants. · 

The Obligations under the Amended Facility are secured by valid and perfected first priority security interests in liens on all of the following: (a) 
(i) 100% of the Capital Stock or other membership or partnership equity ownership of profit interests of each domestic Credit Party (other than 
the Company), and (ii) 65% of the voting equity interests and 100% of the non-voting equity interests of all present and future first-tier foreign 
subsidiaries of any Credit Party (or such greater percentage as would not result in material adverse federal income tax consequences for the 
Company); (b) all of (i) the tangible and intangible personal property/assets of the Credit Parties and (ii) the fee-owned real property of the 
Company located in Hauppauge, New York; and (c) all products, profits, rents and proceeds of the foregoing. 

No additional funds were borrowed on January 9, 2014 in conjunction with the amendment to the credit facility. 

Certain contractual cash obligations and other commitments will impact our short and long-term liquidity. At February 28, 2014 , such 
obligations and commitments are as follows: 
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Amouot of Commitment Expi1·atiou per Period (9) 

Less than 1-3 4-5 After 

Contractual Cash Obligations Total I Year Years Years 5 Years 
------·---

Capital lease obligation (I) $ 9,463 $ 574 $ I, 162 $ 2,521 $ 5,206 

Operating leases (2) 14,372 7,705 5,309 682 676 

Total contractual cash obligations $ 23,835 $ 8,279 $ 6,471 $ 3,203 $ 5,882 

Other Coutmitrncuts 

Bank obligations (3) $ 91,713 $ 3,763 $ $ 87,950 $ 

Stand-by letters of credit (4) 717 717 

Commercial letters of credit (4) 

Other (5) 22,625 2,198 7,953 9,118 3,356 

Contingent cam-out payments and other (6) 2,070 1,886 184 

Pensio~ obligation (7) 
·. ,., .... 

. 8,988 452 1,017 571 _._6,948 

Ur1c<:mditional purchase obligations (8) 93,801 93,801 

Total corrimercial commitments > ':$"_>: -..2!9,914. $ 102,817 $ 9,154 $ 97,639 ·.· '·$ _.;10,304 

Total Commitments $ 243,749 $ 111,096 $ 15,625 $ 100,842 $ 16,186 

(I) Represents total payments (interest and principal) due under a capital lease obligation which has a current (included in other current 
liabilities) and long term principal balance of$230 and $6,114, respectively at February 28, 2014. 

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

(3) Represents amounts outstanding under the Company's Amended Credit Facility and amounts outstanding under the Audiovox Germany 
Euro asset-based lending facility at Februarr 28, 2014. · 

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

(5) The amount includes amounts outstanding under a call-put option with certain employees of Audiovcix Germany; an asswned mortgage on a 
facility in connection with our Klipsch acquisition; and amounts outstanding under mortgages for facilities purchased at Schwaiger, 
Audiovox Germany and Klipsch. 

(6) Represents contingent payments and other liabilities in connection with the Thomson Audio/Video and lnvision. 

(7) Represents the liability for an employer defined benefit pension plan covering certain eligible Hirschmann employees, as well as a 
retirement incentive accrual for certain Hirschmann employees. 

(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. 

(9) At February 28, 2014, the Company had unrecognized tax benefits of $14,565 . A reasonable estimate of the timing related to these 
liabilities is not possible, therefore such amounts are not reflected in this contractual obligation and commitments schedule. 

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 seck to raise such additional funds 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. 
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Off-Balance Sheel Arrangemenls 

We do not maintain any off-balance sheet arrangements, transactions, obligations or other relationships with unconsolidated entities that would 
be expected to have a rnaterral curTent or future effect upon our frnancral condrtion or results of operations 

Impact of Inflation and Currency Fluctuation 

To the extent that we expand our operations in Europe, Canada, Latin America and the Pacific Rim, the effects of inflation and currency 
fl\Jctuations could impact our financial condition and results of operations. While the prices we pay for products purchased from our suppliers 
arc 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 rs 
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 2014 , 2013 and 2012 , the Company 
held forward contracts specifically designated for hedging (see Note l(e) of the Notes to Consolidated Financial Statements). As of February 28, 
2014 and February 28, 2013 , unrealized losses of $(1,061) and unrealized gains of $197, respectively, were recorded in other comprehensive 
income associated with these contracts. During the fourth quarter of Fiscal 2012, the Company entered two forward contracts in the amount of 
$63,750 to hedge the euros required to close its pending Hirschmann acquisition in the first quarter of Fiscal 2013. These contracts were not 
designated for hedging, and as such, a loss of $2,670 was recorded through other income during the first quarter of Fiscal 2013 when the 
contracts were settled. Additionally, the Company acquired foreign currency contracts in conjunction with the Hirschmann acquisition that were 
unable to qualif'y for hedge accounting during the year ended February 28, 2013. Four of these contracts were settled during Fiscal2014 for a 
gain of $32 and recorded through other income. 

Effective January I, 2010, according to the guidelines in ASC 830, Venezuela had been designated as a hyper-inflationary economy. A hyper
inflationary economy designation occurs w,hen 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 I, 2010 and continues to account for Venezuela under this 
method. 

In February 2013, the Venezuelan government announced the devaluation of the Bolivar Fuerte ("VBF"), moving the. official exchange rate from 
4.30 to 6.30 per U.S. dollar. The devaluation resulted in a one-time net gain of approximately $2,400 in Fiscal 2013 related primarily to the 
concurrent elimination of the country's regulated foreign currency exchange system, SITME. When the government devalued the VBF in 
February, 2013, it established a new auction-based exchange rate market program, referred to as Complementary System for the Administration 
of Foreign Currency ("SICAD"). In late January 2014, the Venezuelan government made several announcement~ affecting currency exchange 
and other controls. Although the official exchange rate remains at 6.3, the government announced that the exchange rate for goods and services 
deemed non-essential will move to the rate available on the SICAD currency market, which was 11.7 at February 28, 2014. This devaluation 
resulted in a one time net currency exchange gain of approximately $200. There is considerable uncertainty as to the nature of transactions that 
will flow through SICAD and how SICAD will operate in the future, however we believe there is considerable risk that the official rate will be 
devalued further. Further devaluation could have a mat~rial impact on our financial condition, results of operations or cash flow. 

The Company has certain U.S. dollar denominated assets and liabilities in its Venezuelan operations. Our TICC bond investment (see Note l(t) 
of the Notes to Consolidated Financial Statements) and our U. S dollar denominated intercompany debt have been subject to currency 
fluctuations associated with the devaluation of the VBF, the most recent devaluations taking place in February 20 l3 and January 2014, and the 
temporary institution in 2010 of a two-tier exchange rate by the Venezuelan government. The TICC bond is valued at the current Venezuelan 
exchange rate of 11.7 and classified as a held-to-maturity investment at amortized cost at February 28, 2014 . The TICC bond matures in Fiscal 
2016. 

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 
hoi iday season. 

Related Party Transactions 
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Durmg 1996, we entered into a 30-year caprtallease for a building with our prrncrpal stockholder and charrman, which was the headquarters of 
the drscontmued Cellular operation sold in 2004. Payments on the capital lease were based upon the construct ton co~ts of the bui!dmg and the 
then-current rnterest rates. Thrs capnal lease was refinanced in December 2006 and the lease expires on November 30, 2026. The effective 
rnterest rate on the capital lease obligation is 8%. The Company subleases the building to Airtyme Communrcatrons LLC for monthly payments 
of$60 for a term of three years, which expires on October 15,2015. We also lease another facility from our principal stockholder which expires 
on November 30, 20 l6 

Total lease payments requrred under all related party leases for the five-year period ending February 28, 2019 are $5,264 

Hecent Accounling Pronouncements 

We arc requrred to adopt certam new accounting pronouncements. See Note I(w) of the Notes to the Consolrdated Frnancial Statements of this 
Armunl Report on Form 10-K. 

Item ?A-Quantitative and Qualitative Disclosures About Markel 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 

Marketable securities at February 28, 2014 , which are recorded at fair value of $4,234, include an unrealized gain of $3 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 $424 as of February 28, 2014 . Actual results may differ. 

Interest Rate Risk 

Our earnings and cush f1v·v.;;; are subject to fluctuations due tu (;l\itnges in interest rates on investlneni of available cash balances in ntoney n1arket 
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 the Amended Facility and the mortgage 
related to the Klipsch headquarters, we have debt in the amount of $87,950 and $7,280, respectively, at february 28, 2014 . Interest on the 
Amended Facility is charged at LIBOR plus 0.00%-2.00%. Interest on the Klipsch mortgage is charged at LIBOR plus 2.25%. We have entered 
into two interest rate swaps related to the Amended Facility, with notional amounts of $25,000 and $45,000 at February 28, 2014 , and an 
interest rate swap for the Klipsch mortgage with a notional amount of$7,280 at February 28, 2014. These swaps protect against UBOR interest 
rates rising above 0.518% and 0.5 I 5% (exclusive of credit spread) on the Amended Facility balances, respectively, through April 29, 2016 and 
February 28, 2017, respectively, and fixes the interest rate on the Klipsch mortgage at 3. 92% (inclusive of credit spread) through the mortgage 
end date of May 2023. 

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, 2014 , we had translation exposure to various foreign currencies with the most 
significant being the Euro, Hong Kong Dollar, Mexican Peso, Venezuelan Bolivar, Hungarian Forint and Chinese Yuan. The potential loss 
resulting from a hypothetical 10% adverse change in quoted foreign currency exchange rates, as of February 28, 2014 amounts to 
$5,674. Actual results may differ. 

The Company continues to monitor the political and economic climate in Venezuela. Venezuela represents 0.4% of year to date sales. The 
majority of assets invested in Venezuela are cash related and are subject to government foreign exchange controls including its investment in 
Venezuelan government bonds (see Note l(f) of the Notes to the Consolidated Financial Statements). 

Item 8-Consolidated Fin:Jncial Stlltemcnts and Supplemcntny DMa 

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-Chanees in and Disae:rcements with Accountants on Accounting and Financial Disclosure 

36 
----··------------------------- ----------



Not appltcable 

Item 9A-Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 

VOXX Internattonal Corporation and subsidiaries (the "Company") maintains disclosure controls and procedures that are destgncd to ensure that 
informatiOn required to be disclosed in the reports that the Company files or submits under the Secunties 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 
infonnation 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. 

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, 
2014 , the Chief Executive Officer and Chief Financial Officer concluded that the Company's disclosure controls and procedures are 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 l5d-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 pn;paration 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 and dispositions ofthe 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 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. 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. 

Management evaluated the effectiveness of the Company's internal control over (inancial reporting using the criteria set forth by the Committee 
of Sponsoring Organizations of the Treadway Commission in the 1992 Internal Control-Integrated Framework (" 1992 ·COSO Framework"). 
Under the supervision and with the participation of the Company's management, including the Chief Executive Officer and Chief Financial 
Officer, the Company conducted an evaluation of the effectiveness of its internal control over financial reporting as of February 28, 2014. Based 
on that evaluation, management concluded that the Company's internal control over financial reporting was effective as of February 28, 2014 
based on the criteria established in the 1992 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, 2014 , 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 
attestation report on the effectiveness of the Company's internal control over financial reporting is included below. 
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REPORT OF INDEPf<:NDENT REGISTERED PUBLIC ACCOUNTING FIRM 

Board of Directors and Stockholders 
VOXX lntcrnatioual Corporation 

We have audited the internal control over financial reporting of VoXY.. International Corporation (a Delaware corporation) and subsid1aries(the 
"Company") as of February 28, 2014 , based on criteria established in the 1992 Internal Control - Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Company's management is responsible for mamtaining 
effective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reportmg, included 
in the accompanying Management's Report on lntemal 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 conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was 
maintained in all material respects. 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. 

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 (I) 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 rea'ionable assurance 
that transactions are recorded as- necessary to permit preparation of financial statements in accordance with generally accepted accounting 
pt'inciph::s, ami ihai. reet:ipi:s anu expenditures of the company are being made only in accordance with authorizations of management and 
directors of the company; and (3) provide reasonable assurance reganding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company's assets that could have a material effect on the finan~ial 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 fi.1ture 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. 

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of February 28, 2014, 
based on criteria established in 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), the consolidated 
financial statements of the Company as of and for the year ended February 28, 2014 , and our report dated May 14, 2014 expressed an 
unqualified opinion on those financial statements. 

Is/ GRANT THORNTON LLP 

Melville, New York 
May 14,2014 
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Changes in Internal Controls Over Financial Reporting 

There were no m~tenal changes m our internal control over financ1al reporting (as such term 1s defmed 111 Exchange Act Rules 13a-15(f) and 
15d-15(f)) during the most recently completed fiscal fourth quarter ended February 28, 2014 covered by ti11S report, that have matenally affected, 
or are reasonably likely to materially affect, our internal controls over financial repo1iing 

Item 9B- Other Information 

Not Applicable 

PART IIJ 

The information required by Item 10 (Directors, Executive Officers and Corporate Governance), Item II (Executive Compensation}, Item 12 
(Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters}, Item 13 (Certain Relationships and 
Related Transactions, and Director Independence) and Item 14 (Principal Accounting Fees and Services) of Form 10-K, will be included in our 
Proxy Statement for the Annual meeting of Stockholders, which will be filed on or before June I 0, 2014 , and such information is incorporated 
herein by reference. 

PART IV 

Item IS-Exhibits, Financial Statement Schedules 

(I and 2) Financial Statements and Financial Statement Schedules. See Index to Consolidated Financial Statements attached hereto. 

(3) Exhibits. A list of exhibits is included subsequenHo Schedule II on page S-1. 
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VOXX INTERNATIONAL CORPORATION 
INDEX TO CONSOLIDATED FINANClAL STATEMENTS 

Financial Statements: 

Report of Independent Registered Public Accounting Fi1 m 

Consolidated Balance Sheets as of Feb1uary 28, 2014 and February 28, 2013 

Consolidated Statements of Operations and Comprehensive Income for the years ended February 28, 2014, February 28, 2013 
and f-ebruary 29, 2012 

Consolidated Statements of Stockholders' Equity for the years ended February 2R, 2014, February 28, 2013 and February 29, 
2012 

Consolidated Statements of Cash Flows for the years ended February 21!, 2014, February 28, 2013 and February 29, 2012 

Notes to Consolidated Financial Statements 

Financial Statement Schedule: 

Schedule II- Valuation and Qualifying Accounts 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRiVI 

Board of Directors and Stockholders 
VOXX lntcmational Corporation 

We have audited the accompanying consolidated balance sheets of Voxx International Corporation (a Delaware corporation) and 
subsidiaries (the "Company") as of February 28, 2014 and February 28, 2013 , and the related consolidated statements of operations 
and comprehensive income, stockholders' equity and cash flows for each of the three years in the period ended February 28, 2014 . 
Our audits of the basic consolidated financial statements included the financial statement schedule listed in the index appearing 
under Item 15. These financial statements and financial statement schedule are the responsibility of the Company's management 
Our responsibility is to express an opinion on these financial statements and financial statement schedule based on our audits. 

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

In our opinion, the consolidated financial statements. referred to above present fairly, in all material respects, the fmancial position 
of Voxx International Corporation and subsidiaries as of February 28, 2014 and February 28, 2013 , and the results of their 
operations and their cash flows for each of the three years in the period ended February 28, 2014 in conformity with accounting 
principles generally accepted in the United States of America. Also in our opinion, the related financial statement schedule, when 
considered in relation to the basic consolidated financial statements taken as a whole, presents fairly, in all material respects, the 
information set forth therein. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
Company's internal control over financial reporting as of February 28, 2014 , based on criteria established in Internal Control -
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) and our report 
dated May 14,2014 expressed an unqualified opinion. 

Is/ GRANT THORNTON LLP 

Melville, New York 
May 14,2014 

41 



Assets 

Current assets: 

Cash and cash equivalents 

Accounts receivable, net 

Inventory 

Receivables from vendors 

: ,.:h:~P,~\~ ~~~~~-~M-~tl;~r cu~re_nt as~ets. 
Income tax receivable 

. Deferred income taxes '. _,_ .. -~ ... :· .. -·. '··.-
Total current assets 

.Inve~tinent.~ecliriiies 
Equity investments 

VOXX lntrmational Corporation and Subsidiaries 

Consolidated Balancr Shrcts 

Febru:1ry 28, 20i4 and Fl'hruar·y 28,2013 

(In thoumnds, except share drrla} 

$ 

February 28, 
2014 

10,603 

147,054 

144,339 

2,443 

... ,. ... ).5,8,97, 
2,463 

;.).058 

325,857 

.·.· 

· :,4 io2 ,·. 
.-... ·'·-:•. ··· .. 

$ 

: ·. 

February 28, 
2013 

19,777 

152,596 

159,099 

9,943 

,1~.017 

448 

3,362 

357,242 

, .n,570 

20,628 17,518 

-~ ··· -_ .. ~ ~~~x~:~~-i.i{~ib1:i~~~~-s·~~-i~i- ~~:·:.\ \~ ~-l~ :::~·~-1~-:::--,-~-~l?_;iO.$ triFP¥.@f~~tllf\f!i!t~':¥q~_i~~~ht,·r~t_:~,: ~-";~·-· :-: .. -·-~·. :·:'. ·.:··. 

Goodwill 

tt~~~~:~~~-~~~t~~~~~~r:~r.~r~·~t:~~~~}}!f~:;~: .. ~~~~;:f:~~:·~-~~~~-:-:~~:-~:~-,~--~-~-::~~~if/~~~~.u?~~.~n:~::~\~::r~~--~-:----::::·;_~?~:~;:··2 ·::-r·.:.~~~-/;~-~!: __ .. _; ,~:;~ ,~ ·--
Deferred income taxes 

Total assets 
;;-.·· ... ·~·-··}·''·t.'~~:~::·;·.~~·~,> .. ~::-:'"'~·-'···-~--.-· · ....... : ... -.·;· .·;.;; . .-,.··. 
~~~!t~U~f.~~t!.§t~c.I<A~!~,I!i,s':~9~~!Y. .. ;, i .. , 1 ,. ... .. : · 

Current liabilities: 

~~;--~~~~~;~IJ~iS99.~~f~~-~,~~~~!~.: ~ ~: :~\~~~~~~~ :·=! ~ _ -· .· -~ ... 

Accrued expenses and other current liabilities 

i~~~~~- ~~;p~yable · 

Accrued sales incentives 

pe_ferreg !ncome tilxes. 

Current portion ·oflon~-t~rm debt 

•·· Total current liabilities 

Long-term debt 

C<lplta) leaseoblig'!tion 

Deferred compensation 

O~~~.taxl~~~Hities .. 

Deferred tax liabilities .. -· ... . .. 
Other long-term liabilities 

Total liabilities 

Co~mitments and contingencies 

Stockholders' equity: 

Preferred stock 

Common stock 

. Paid,in capital 

Retained earnings 

Accumulated other comprehensive loss 

Treasury stock, at cost 

Total stockholders' eq~ity . 

Total liabilities and stockholders' equity 

· .. •::-:· 

!·:,. ;;, 

760 924 

·· :'·'''·', ···!f-•N:+~:f::~y~,~xc>:3Jt}r~'·::.r~,:·~~·t~:~rn~732 
$ 747,150 $ 829,272 

.. ::l !-.':.,:.~:.;:.??.!~i~~;;;,~_:, · .. ~.·;,.-!;';~?.§,§9,4 
59,247 51,523 

. . . ,, 3,6'3.1': 5, I03 

17,401 16,821 

:. :.:.<),.;,;·. : . .... ·. ·.178 

5,960 26,020 

141.~~~ 156,539 

103,222 148,996 

6,114 5,764 .. 

5,807 4,914 

1!,060 ·. 9,631 

34,963 43,944 

14,776 14;948 

317,566 384,736 

277 254 

290,960 283,97i 

158,571 185,168 

(1,873) (6,497) 

( 18,351) ( 18,360) 

429,584 444,536 

$ 747,150 $ 829,272 



Sec accompanying notes to conwlidatedjinancial statements. 
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VOXX International Corporation and Subsidiaries 
Consolirlated Statements of Operations and Comprehensive Income (Lossj 
Years Ended February 28,2014, February 28, 2013 and February 29,2012 

(in tlwusandJ, except share rmd per share data) 

Net sales 

Cost of sales 

Gross profit 

Operating expenses: 

Selling 

General and adminis_trative. 

Engineering and technical support 

Impairme~t c~ai~es (N~te j(k)) .. 
Restructuring expense 

Acquisitionl~~~t.~J~?~.!§. :;;,· ;., •. :.•:· :. . •.. 
Total operating expenses 

: .... ::,~ ~!~(}~J,-g;::::;~,z:;~i~;':i~Mcli;~>XJ2hL 2;; ·_; · .. · .· · 

Other income (expense): 

I~~eiest.~;~#::~~~g~~.:: ;.;;;:;;;:·::{·:>•: :';:~;::,_ 
Equity in income of equity investee 
9ther, ·net . ·.··. ~- · :·:· :i·~?:·r:: ·~>~-:'.i?~2~:~t?.E~~3F·· .. ; · · · · · 

Total other income (expenses), net 
. . . · .. · ,. •:;·?!!:;'·~~:)/:.::~? ;:.·:~;},!:;' >_'.::· ... · .•. 

(Loss) income from operations before income taxes 
Income tax (b~~~fit) ~iperi~e - · · 
Net (loss) income 

.. . . ." .. , . .": ·: -~ ·•. . ,. . 't · ... 

. ··.; 

Other comprehensive income (loss): 

Foreign cu~~ncy trafl~!~ti?ri ~djo~tP..ents . 
Derivatives designated for hed~ing 

Reclassificationadjustmenf of other -th.an~temporary impairment loss on 
available~for~sal<:i irrvestment int9 net income 

Pension plan adjustments, net oftax 

Unreaiiz~d hoidl~g.lo~~ ~~ ~vailable-fci~~sale investment securities arising during 
the period,net of tax 

Other comprehensive income (loss), net of tax 

Comprehensive (loss) income 

Net (loss) income per common share (basic) 

Net (loss) income per common share (diluted) 

Weighted-average common shares outStanding (basic) 

Weighted-average common shares outstanding (diluted) 

$ 

$ 

$ 

$ 

Year 
Ended 

February 28, 
2014 

809,709 

579,461 

230,248 

55,725 

118,852 

34,161 

57,56[ 

1,324 

267,623 

(37,375) 

. (7,394) 

6,070 

12:044 

10,720 

(26,655) 

(58) 

(26,597) 

5,575 

(648) 

(288) 

(15) 

4,624 

(21,973) 

( 1.1 0) 

(I. !0) 

24,109,270 

24,109,270 

$ 

$ 

$ 

$ 

Year 
Ended 

February 28, 
2013 

835,577 

598,755 

236,822 

51,976 

114,653 

26,971 

41,696 

$ 

Year 
Ended 

February 29, 
2012 

707,062 

504,107 

202,955 

47,282 
93,219 . 

l),K25 

2,755 

159,081 

43,874 

••. (8,.~88).. . (5,630) 
4,880 4,035 

.. (2)533). (3,387) 
----'-----'-

(6,041) (4,982) 

35,655 

u:i§3 
22,492 

( 1;28,1) 
(174) 

(1,031) 

(38) 

(2,524) 

19,968 

0.96 

0.95 

23,415,570 

23,617,101 

$ 

$ 

$ 

38,892 

13,243 

25,649 

( 11!53) 

(131) 

1,225 

(65) 

(124) 

25,525 

1.11 

l.lO 

23,080,081 

23,265,206 
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See accompanying notes to consvlidaredflntmcial statements. 
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VOXX International Corporation and Subsidiaries 

Consolidated Statements of Stockholders' Equity 
Years Ended Febrnary 28, 2014, February 28,2013 and February 29,2012 

(/11 thousands, except share data) 

Balances at February 28, 20 II 

Net income 

Other comprehensive income, net of tax 

Exercise of stock options into 6!,875 shares of 
common stuck 

Stock-based compe!lsation:expense 

Issuance of 720 shares of treasury stock 

Baiances at Febru,;ry 2?.)b'~:z ·/ :: :·.:? '- ' 
Net income 

. '··~ :. ':, ~ \.·.!'· ;f., .... :~-.',· •. • ... ~,-:;_~ ,•'·.~;:.-:;:.:.~>'·,;>\ >"' ::; . : .. 

Other compreheiJSiye tn~()!n.e;)i_e._t ofl;ll1' :::· :. · 

Exercise of stock options into 404,852 shares 
of common stock 

$ 

Class A 
and Class B 

Common 
Stock 

248 

2 

250 

4 

. .~ t~c~.:b~~~ _;?.f~>~.h~I\i9..?:;.~~~~9j;,~.Q~~~{L·: , ,_ , .. .... .. 
Issuance of 1,000 shares of treasury stock 

$ 

Paid-in 
Capital 

277,896 

2,235 

1,082 

281,213 

2,323 

......... ~35 

~~(~~~~ ~t f..e~~ad:¥.'~;~~9.l~2~~fi~Hi~~%2!:~&~!.~hL:_~ . ,_ . ., : i'. .?~.4 '· .. ) .. , ~ ?8~.971 
Net loss 

$ 

Retained 
Earnings 

137,027 

25,649 

162,676 

22,492 

185,1_~8 

(26,597) 

Accumulated 
other 

comprehensive 
income (loss) 

$ (3,849) 

(124) 

See accompanying notes to consolidated financial statemeuts. 
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Treasury 
stock 

$ ( 18,376) $ 

7 

( 18,369) 

9 

Total 
Stock-

holders' 
equity 

392,946 

25,649 

(124) 

2,237 

1,082 

7 

421,797 

:l:l,492 

. (2,524) 

2,327 

_435 
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VOXX International Corporation and Subsidiaries 
Consolidated Sta tcmcnts of Cash Flows 

Years Ended February 28,2014, February 28,2013 and Fchruat·y 29,2012 
(Amounts ill tlwu.wnrl>) 

Cash !lows from opcrattng acttvtties· 

Net mcomc 

Adjustments to reconcile net mcome to net cash provided by operating activities: 

Depreci:llion and amortization 

Amorti7.ation of deferred financing costs 

Impairment-charges 

Bad debt expense 

Equity in income of e~uity in~estee 

Distribution of income from equity investees 

D~ferred income tax_(benefit) expense, net 

(Gain) loss on dis(Xlsal of property, plant and equipment 

Non-c_ash compensation adjustment 

Non-cash stock based com~e~sation expense 

lmpairmeni loss on _marketable.sec~rities . 

Tax benefit on stock options exercised 

. '-. ~: . •'·. : 

$ 

\"car 
Ended 

February 28, 
2014 

(26,597) 

16,183 

1,377 

57,561 

687 

(6,070) 

2,960 

(9,162) 

(13) 

574 

641 

Chang~~ _i~ ~~eratirig ;;;s~~-~d Ii~biiitie~: (~e; ~i~s~~~ --~~~lii~ijii)Js~~fq~l~~;J)?f(ii\?~~~-~J.'{~~;:··;·:;:' .· 
(1,0~?> 

Accounts receivable 

$ 

Yc~r 

Ended 

February 28, 
2013 

22,492 

16,446 

1,210 

1,377 

(4,880) 

l.l~6 

(407) 

523 

435 

(117) 

13,382 

$ 

Yrar 
Ended 

February 29, 
2012 

25,649 

10,295 

680 

1,771 

(4,035) 

1,906 

4,075 

237 

(139) 

1,082 

_., 1,225 

... ,(!:~~~>.. 
·.::··:·.·.::··-: 

(8,834) 
.. -... ~··-;~,.' --: 

. Inventory. .. .(9,9_82) 0:-.. ,:, :·tJ..f_6~_,, 

Receivables from vendors 7,520 

-P~e~~id ~;~~~~-ii;(~ftth~;' : ~~ ~~~ ~1}!:~-~i~~~f}t~Sf??)~1~~~~1t.#?1l~~~.~.;~~t:~~-~<:;_:.: ~.\. ! ,:· :>c:J:9_i0) .. · . 
Investment securities-trading (577) 

(5,824) 

(i,i!65) 

(210) 

4,363 

. r <<,' ;:-:;7' 1':'~-(i;9'bs) 

357 

·,.,,~->i~:~;~~:~~8 ., 'i' :. ~I~an~:~a~~-blc; ~~cruce i~~~~C5· ~=~iu~?}Ne~~~1~i.~~!.~i~;,r~~W-~~:~1~~ft~~~~~#~~::{~:~Hd; :4:;io· ·.·: . '•f.<· 
(13,511) 

income taxes payahie 

Net cash P!'"'ided by operating activities 

Cash flows from investing activities: . . .. 

· Pu~chases <ifpi6p~rtj,;plarit~d ~quip~ent 
Purchase oflong-term investment 

Decrease in notes-receivable 

Purchase of acquired businesses, less cash acquired 

Net cash used in if1vesting activities 

Cash flows from financing activities: 

Repayment of short-term. debt 

Oorrowings from bank obligations 

Repayments on bank obligations 

Principal poyments on capital lease obligation 

Proceeds from exercise ofstoek options and warrants 

Deferred financing costs 

Tax expense on stock options exercised 

Net cash (used in) provided by financing activities 

Effect of exchongc rate changes on cash 

Net (decrease) increase in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and ca·sh equivalents at end of year 

Supplemental Cash Flow Information: 

Non-cash investing activ1t1es: 

(1,167) 5,197 6,022 
. -~ ...... , ... -~-. 

·· ... f~l{-'-~!_:;: ·:::_:_ _____ 66..:..,8_1_7 _______ 2_5.;..,5_2_3 _______ 6_2:._,8_67_. 

. •: :::-.' .'.;~,)·.~ .. ·-~l_;l;_;~-~-.. ~~~;·'1!.~;~!:7;;f.~' -~·~: .·-~t ; ... ·, .. , •. 
::-;·. ~- ·. 

. . 

(14,629) (20,210) 
.,. 

(12,364) 

(261) 
·-:·.·· 

34 214 

(105,137) (167 ,260) 

(14,629) (125,574) (179,410) 

(141) (927) 

115,550 146,911 89,248 

(180,622) (37,482) (55,765) 

(364) (329) (102) 

5,730 2,623 399 

(1,455) (3,445) (3,283) 

1,002 117 1,846 

(60,159) I 08,254 31,416 

(I ,203) (2,032) . 103 

(9,174) 6,171 (85,024) 

19,777 13,606 98,630 

$ 10,603 $ 19,777 $ 13,606 



Copttolleo>e oblte~tto!c> 

Cash patd durmg the period for 

Interest, excluding bank charges 

lnctl\nc t<Jxc' (net of 1cfunds) 

$ 

333 

5,210 

9,218 

$ 

$ 

See nrcompal!ying notes to consolit!atedjinancial statements. 
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VOXX International Corpor·ation and Subsidiaries 
Notes to Consolidated Financial Statements 

February 28, 2014 
(Amounts in thousands, except share and per· share data) 

I) l~scrlptlon of Bus mess ;md Summarv of S igmficant Accounting Policies 

a) Dncri(JI/On o(Busmess 

Effective December I, 20 II, Audio vox Corporation changed its name to VOXX International Corporat1on ("Voxx," "We," 
"Our," "Us" or "the Company"). The Company believes that the name VOXX International is a name that better represents the 
widely diversified interests of the Company, and the more than 30 global brands it has acquired and grown throughout the 
years, ach1eving a powerfi.1l international vehicle for each of these respective brands to emerge with 1ts 0\\1!1 identity. Voxx is a 
leauing mtcrnat!Unal 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 creaiing a vehicle for each of these respective brands to emerge 
with its own identity. We conduct our business through nineteen wholly-owned subsidiaries: Audiovox Atlanta Corp., VOXX 
Electronics Corporation, VOXX Accessories Corp., Audiovox Consumer Electronics, Inc. ("ACE"), Audiovox German 
Holdings GmbH ("Audiovox Germany"), Audiovox Venezuela, C.A., Audiovox Canada Limited, Audiovox Hong Kong Ltd, 
Audiovox International Corp., Audiovox Mexico, S. de R.L. de C.V. ("Audiovox Mexico"), Technuity, Inc., Code Systems, 
Inc, Oehlbach Kabel GmbH ("Oehlbach"), Schwaiger GmbH ("Schwaiger"); Invision Automotive Systems, Inc. ("Invision"), 
Klipsch Holding LLC ("Klipsch"), Car Communication Holding GmbH ("Hirschmann"), Omega Research and Development, 
LLC ("Omega") and Audiovox Websales LLC. We market our products under the Audiovox® brand name, other brand names 
and licensed brands, such as 808®, Acoustic Research®, Advent®, Ambico®, Car Link®, Chapman®, Code-Alarm®, 
Energy®, Heco®, Hirschmarrn Car Communication®, Incaar "' , Invision®, Jamo®, Jensen®, Klipsch®, Mac Audio "' , 
Magnat®, Mirage®, Oehlbach®, Omega®, Phase Linear®, Prestige®, Pursuit®, RCA®, RCA Accessories®, Schwaiger®, 
Spikemaster®, Recoton®, Road Gear®, and Terk®, 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. 

b) Principles of Consolidation, Reclassifications and Accounting Principles 

The consolidated financial statements include the financial statements of VOXX International Corporation and its wholly
owned subsidiaries. All significant intercompany balances and transactions have been eliminated in consolidation. The 
Company acquired Car Communication Holding GmbH ("Hirschmarrn") on March 14, 2012. The consolidated financial 
statements presented for the years ended February 28, 2014 and February 28, 2013 include the operations of Hirschmann 
beginning March 14, 2012. The Company acquired Klipsch Group, Inc. and its worldwide subsidiaries ("Kiipsch") on March 
I, 201 l. The consolidated financial statements for the full years ended February 28,2014, February 28,2013 and February 29, 
2012 include the operations of Klipsch. 

Equity investments in which the Company exercises significant influence but does not control and is not the primar; 
beneficiary are accounted for using the equity method. The Company's share of its equity method investees' earnings or losses 
is included in other income in the accompanying Consolidated Statements of Operations and Comprehensive Income. The 
Company eliminates its pro rata share of gross profit on sales to its equity. method investees for inventory on hand at the 
investee at the end of the year. Investments in which the Company is not able to exercise significant influence over the 
in vestee are accounted for under the cost method. 

Certain amounts in prior years have been reclassified to conform to the current year presentation. Effective December I, 20 12, 
the Company realigned its subsidiaries into three operating segments based upon the Company's products and internal 
organization structure (see Note 13). 

The financial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in 
the United States of America. 

c) Use o[Estimates 
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The preparatron of these financral statements requires the Company to make estllmllcs all(\ assumprrons that affect rerortcd 
amounts of assets, lrabliitres, revenue and expenses. Such estrmates rnclude the allowance for doubtful accounts and rnventory 
valuation, recoverability of deferred tax assets, reserve for uncertain tax positions, va\uatron of long-lrved assets, accrued sales 
rncentives, warranty reserves, stock-based compensation, valuation and imrarrment assessment of investment securities, 
goodwill, trademarks and other intangible a~sets, valuation of pension plan assets and lrabrlrtres and drsclosurc of contmgent 
assets and liabrlrties at the date of the consolidated financial statements. Actual results could drffer from those estimates. 

d) Cash and Cash Equivalents 

Cash and cash equivalents consist of demand deposits with banks and highly lrquid money market funds with original 
maturities of three months or less when purchased. Cash and cash equivalents amounted to $10,603 and $19,777 at 
February 28,2014 and February 28,2013, respectively. Cash amounts held in foreign bank accounts amounted to $9,080 and· 
$12,121 at February 28, 2014 and February 28, 2013 , respectively. The majority of these amounts are 111 excess of government 
rnsurance_ The Company places its cash and cash equivalents in institutions and funds of hrgh credit quality. We perform 
periodic evaluations of these institutions and funds. 

e) Fair Value Measurements and Derivatives 

The Company applies the authoritative guidance on "Fair Value Measurements," which among other things, requires enhanced 
disclosures about investments that arc measured and reported at. fair value. This guidance establishes a hierarchal disclosure 
framework that prioritizes and ranks the level of market price observability used in measuring investments at fair value. 
Market price observability is impacted by a number of factors, including the type of investment and the characteristics specific 
to the investment. Investments with readily available active quoted prices or for which fair value can be measured from 
actively quoted prices generally will have a higher degree of market price observability and a lesser degree of judgment used 
in measuring fair value. 

Investments measured and reported at fair value arc classified and disclosed in one of the following categories: 

Level I - Quoted market prices in active markets for identical assets or liabilities. 
Level 2 - Inputs other than Level I inputs that are either directly or indirectly observable. 
Level 3 - Unobservable inputs developed using the Company's estimates and assumptions, which reflect those that market 
participants would use. 

The following table presents assets measured at fair value on a recurring basis at February 28, 2014 : 

Fair Value Measurements at Reporting 
Date Using 

Levell Level2 

Cash and cash equivalents: 

':;:;··,· .';-~~h '~1 P..?n~y-~~.~kct~ds. 
Derivatives 

Desigriated forhedging --·. 

Not designated 

Total derivatives 

Long-term investment securities: 

Trading securities 

Available-for-sale securities 

Other investments at amortized cost (a) 

Total long-term investment securities 

·-~) ::: :': '';:·-;·':eo· .. :'-'·,;·-.'."~·:·.~~:- •'~" ~-1-,'·:: : .-:·:_-'$, .-. __ · 
:' ·. ·.:·-: ...... ;_;.!::'· \ > 

$ 

$ 

io,6o3 _·'$. 

'.(963) $ 
======= 

4,234 $ 

3 

9,865 

14,102 $ 

4,234 

3 

4,237 
====== 

:·$ 

$ 

$ 

$ 

The following table presents assets measured at fair value on a recurring basis at February 28, 20 13 : 
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Cash and cash equivalents 

Cash and money market funds 

Denvativcs 

Designated for hedging 

Not designated 

Total derivatives 

Long-term investment securities: 

Trading securities 

Available-for-sale securities 

Other investments at amortized cost (a) 

Total long-term investment securities 

$ 19,777 

$ {10) 

(21) 

$ (31) 

$ 3,657· 

3 

9,9.10 
$ 13,570 

Fair Value Measurements at Reporting Date 
{)sing 

L1~vcl 1 Level 2 

$ 19,TI7 $ 
- .. ·--- ---

$ $ (10) 

(21) 

$ $ (31) 

$ 3,657 $ 

3 

$ 3,660 $ 

(a) There were no events or changes in circumstances that occurred to indicate a significant adverse effect on the cost of these 
investments. 

The carrying amount of the Company's accounts receivable, short-term debt, accounts payable, accrued expenses, bank 
obligations and long-term debt approximates fair value because of (i) the short-term nature ofthe financial instrument; (ii) the 
interest rate on the financial instrument being reset every quarter to reflect current market rates, and (iii) the stated or implicit 
interest rate approximates the current market rates or are not materially different than market rates. 

Derivative Instruments 

The Company's derivative instruments include forward foreign currency contracts utilized to hedge a portion of its foreign 
currency inventory purchases, local operating expenses, as well as its general .economic exposure to foreign currency 
fluctuations created in the normal course of business. During Fiscal 2014, the Company also entered.into three interest rate 
swap agreements, two of which hedge interest rate exposure related to the forecasted outstanding borrowings on a portion of 
its credit facility ("Credit Facility"), which was subsequently amended through January 9, 2019 ("Amended Facility") (see 
Note 6 ), and the third hedges interest rate exposure related to the forecasted outstanding balance of one of its mortgage notes, 
with monthly payments due through May 2023. The two swap agreements related to the Amended Facility lock the Company's 
LrBOR rates at 0.515% and 0.518% (exclusive of credit spread) for the respective agreements through the swaps' maturities. 
The swap agreement related to the Company's mortgage locks the interest rate on the debt at 3.92% (inclusive of credit spread) 
through the end of the mortgage. The forward foreign currency derivatives qualifying for hedge accounting are designated as 
cash flow hedges and valued using observable forward rates for the same or similar instruments (Level 2). Forward foreign 
currency contracts not designated under hedged transactions were valued at spot rates for the same or similar instruments 
(Level 2). The duration of open forward foreign currency contracts range from 1 - 12 months and are classified in the balance 
sheet according to their terms. Interest rate swap agreements qualifying for hedge accounting are designated as cash flow 
hedges and valued based on a comparison of the change in fair value of the actual swap contracts designated as the hedging 
instruments and the change in fair value of a hypothetical swap contract (Level 2). We calculate the fair value of interest rate 
swap agreements quarterly based on the quoted market price for the same or similar financial instruments. Interest rate swaps 
are classified in the balance sheet as either non-current assets or non-current liabilities based on the fair value of the 
instruments at the end of the period. 

It is the Company's policy to enter into derivative instrument contracts with terms that coincide with the underlying exposure 
being hedged. As such, the Company's derivative instruments are expected to be highly effective. Hedge ineffectiveness, if 
any, is recognized as incurred through other income (expense) in the Company's Consolidated Statements of Operations and 
Comprehensive Income and amounted to $!56 and $30 for the years ended February 28, 2014 and February 28, 2013 , 
respectively. 

Financial Statement Classification 
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The Company holds dertvattvc mstrumcnts that are designated a~ hcdgtng tnstruments as well as ccrtatn tnstrumcnts not so 
dcstgnated The followmg table dtsclo~es the fair value as of February 28, 2014 and February 28, 2013 for both types of 
dcrtvative mstruments 

Derivative Assets and Liabilities 

Fair Value 

Account Februa•·y 2S, 2014 February 28, 2013 

Designated derivative instruments 

Accrued expenses and other 
Foreign currency contracts current liabilities $ (784) $ (87) 

Prepaid expenses and other 
current assets 77 

Interest rate swaps Other long terrn liabilities (179) 

Derivatives not designated 

Accrued expenses and other 
Foreign currency contracts current liabilities (21) 

Total derivatives $ (963) $ (31) 

In connection with the acquisition of Hirschmann, on March 14,2012, the Company acquired contracts which were unable to 
qualify for hedge accounting during the year ended February 28, 2013 . None of these contracts remained outstanding at 
February 28, 2014 . Four of these contracts settled during the· year ended February 28, 2014 for a gain of $32 . As of 
February 28, 2013 , the Company held four foreign currency contracts that were derivatives not designated in hedged 
transactions and settled thirty-two such contracts during the year ended February 28, 2013. During the twelve months ended 
February 28, 2013 , the Company recorded gains on the change in fair value of these derivatives of $48 in other income and 
expense on the Company's Consolidated Statement of Operations and Comprehensive Income (Loss) and a gain upon the 
settlement of these contract<: of$106. 

Cash flow hedges 

During Fiscal 2014, the Company entered into forward foreign currency contracts, which have a current outstanding notional 
value of $26,535 and are designated as cash flow hedges. for cash flow hedges, the effective portion of the gain or loss is 
reported as a component of other comprehensive income and reclassified into earnings in the same period or periods during 
which the hedged transaction affects earnings. 

Activity related to cash flow hedges recorded during the twelve months ended February 28, 2014 and February 28, 2013 was 
as follows: 

Cash flow hedges 

Foreign currency 
contracts 

Interest rate swaps 

February 28, 2014 

Gain (Loss) Gain (Loss) 
Recognized in Gain (Loss) for 

Other Reclassified Ineffectiveness 
Comprehensive into Cost of in Other 

Income Sales Income 

February 28, 2013 

Gain (Loss) 
Recognized in 

Other 
Comprehensive 

Income 
, •.... ·. 

Gain (Loss) 
Reclassified 
into Cost of 

Sales 

Gain (Loss) 
for 

Ineffectiveness 
in Other 
Income 

$ (I ,061) $ (406) $ ( 1 56) $ 197 $ 
$ 

(326) $ 30 
:: ,. 

$ 179 $ $ $ 
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The net loss recognrzed rn other compreltcnsrve mcome for forcrgn currency contracts rs expected to be recognrzed rn cust of 
sales withm the next frfteen months No amounts were excluded from the assessment of hedge effectiveness during the 
respective periods. As of February 28, 2014 , no contracts orrginally des1gnaled for hedged accounting were de-designated or 
termrnated. 

f) fnvesf!nenf Securities 

In accordance wrth the Company's rnvcstment policy, all long and short-term investment securities arc mvcsted rn "investment 
grade" rated securitres. As of Februa1y 28, 2014 and February 28, 2013 , the Company had the following investments 

Long-Term Investments 

Marketable Securities 

Trading 

Deferred Compensation 

Available-for-sale 

Cetistar 

Bliss-tel 

}·':' <•;i:i;l~t4~to~~~~u~ity .Tnves.tin~'nt · 
Total Marketable Securities 

r~;~:i9ili¥Ik9.]i;f~i"ili)riY~~!~~~i:·~·;·. 
Total Long-Term Investments 

Long-Tenn Investments 

Trading Securities 

$ 

February 28, 2014 

Unrealized 
Cost holding 
llas is gain/(loss) 

4,234 $ $ 

3 

February 28, 20i3 

Unrealized 
Fair Cost holding Fair 

Value Basis gain/(loss) Value 

4,234 $ 3,657 $ $ 3,657 

3 3 3 

The Company's trading secuntres consist of mutual funds, which are held in connection with the Company's deferred 
compensation plan (see Note 10). Unrealized holding gains and losses on trading se~urities offset those associated with the 
corresponding deferred compensation liability. 

Available-For-Sale Securities 

TI1e Company's available-for-sale marketable securities include a less than 20% equity ownership in CLST Holdings, Inc. 
("Cellstar") and Bliss-tel Public Company Limited ("Bliss-tel"). 

Unrealized holding gains and losses, net of the related tax effect (if applicable), on available-for-sale securities are reported as 
a component of accumulated other comprehensive income (loss) until realized. Realized gains and losses from the sale of 
available-for-sale securities are determined on a specific identification basis. 

A decline in the market value of any held to maturity or available-for-sale security below cost that is deemed other-than
temporary results in a reduction in carrying amount to fair value. The impairment is charged to earnings and a new cost basis 
for the security is established. The Company considers numerous factors, on a case-by-case basis, in evaluating whether the 
decline in market value of an available-for-sale security below cost .is other-than-temporary. Such factors include, but arc not 
limited to, (i) the length of time and the extent to which the market value has been less than cost; (ii) the financial condition 
and the near-term prospects of the issuer of the investment; and (iii) whether the Company's intent to retain the investment for 
the period of time is sufficient to allow for any anticipated recovery in market value. For the year ended February 29,2012, the 
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Company recorded an other-than-temporary loss related to its Bltss-tel investment of $1,225 No other-than-temporary losses 
were incurred for the years ended February 28,2014 or February 28,2013 

Held-to-Maturity Investment 

Long-term rnvestments include an investment rn US dollar-denominated bonds issued by the Venezuelan govcrrunent, whrch 
is classrficd as held-to-matunty and accounted for under the amortized cost method. The bond matures in Fiscal 2016. 

Other Long-Term Investments 

Other long-term investments include an investment in a non-controlled corporation of $2,225 and $2,319 at February 28, 2014 
and February 28,2013, respectively, accounted for by the cost method. During Fiscal2013, the Company loaned an additronal 
$250 to the company. No investments or loans were made in or to the investment in Fiscal 2012 or Frscal 2014. As of 
February 28, 2014 the Company holds approximately 16.5% of the outstanding shares of this company. The fair value of this 
investment was not estimated at February 28, 2014 , as there were no indications that this investment was impaired. 

g) Revenue Recognition 

The Company recognizes revenue from product sales at the time of passage of title and risk of loss to the customer either at 
FOB shipping point or FOB destination, based upon terms established with the customer. The Company's selling price to its 
customers is a fixed amount that is not subject to refund or adjustment or contingent upon additional rebates. Any customer 
acceptance provisions, which are related to product testing, are satisfied prior to revenue recognition. There are no further 
obligations on the part of the Company subsequent to revenue recognition except for product returns from the Company's 
customers. The Company does accept product returns, if properly requested, authorized, and approved by the Company. The 
Company records an estimate of product returns by its customers and records the provision for the estimated amount of such 
future returns at point of sale, based on historical experience and any notification the Company receives of pending returns. 

The Company includes all costs incurred for shipping and handling as cost of sales and all amounts billed to customers as 
revenue. During the years ended February 28, 2014 , February 28, 2013 , and February 29, 2012 , freight costs e?'pensed 
through cost of sales amounted to $'19,221, $18,762 and $18,172, respectively and freight billed to customers amounted to 
$1,543,$990 and $1,181, respectively. 

h) Accounts Receivable 

The majority of the Company's accounts receivable are due from companies in the retail, mass merchant and OEM industries. 
Credit is extended based on an evaluation of a customer's financial condition. Accounts receivable are generally due within 30-
60 days and are stated at amounts due from customers, net of an allowance for doubtful accounts. Accounts outstanding longer 
than the contracted payment terms are considered past due. 

Accounts receivable is comprised of the following: 

:Trad~ accounts receivable and other • 

Less: 

Allowance for doubtful accounts 

Allowance for cash discounts 

··. : ·-. ::!: 

$ 

February 28, 
2014 

:6;8.89 

1,189 

147,054 $ 

February 28, 
2013 

161,667 

7,840 

1,231 

152,596 

The Company performs ongoing credit evaluations of its customers and adjusts credit limits based upon payment history and 
the customers' current credit worthiness, as determined by a review of their current credit information. The Company 
continuously monitors collections and payments from its customers and maintains a provision 
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for csttmatcd credit losses based upon htstoncal cxpertence and any spcci ftc customer collection issues that have been 
identified. While such credtt losses have histortcally hecn within management's expectations and the provisions established, 
the Company cannot guarantee it will continue tn expenence the same credit loss rates that have been experienced in the past 
Since the Company's accounts recP.ivable arc concentrated in a relatively few number of customers, a signtftcant change in the 
liquidity or financial position of any one of these customers could have a material adverse impact on the collcctabilily of the 
Company's accounts receivable and future operating t·csults 

During Fiscal 2014, the Company entered tnto two supply chain financing agreements ("factoring agreements") with Wells 
Fargo and Citibank ("the banks") to accelerate recctvable collection and better manage cash flow. Under the factoring 
agreements, the Company has agreed to sell the banks certain of its accounts receivable balances. For those accounts 
receivables tendered to the banks and that the banks choose to purchase, the banks have agreed to advance an amount equal to 
the net accounts receivable balances due, less a discount as set fonh in the respective agreements. The Company's German 
subsidiary also has a factoring agreement with GE Capital AG that was entered into in October 2000 under which the 
subsidiary may factor up to €16,000 of acwurtb rcceivallle at a time. The fadorcd llahlllces for all three of these agreements 
arc sold without recourse and arc accounted for as sales of accounts receivable. Total balances factored for the years ended 
February 28, 2014 , February 28, 2013 and February 29, 2012 were approximately $100,000 , $77,000 and $93,000 , 
respectively. Fees incurred in connection with the factoring agreements totaled $258 , $213 and $259 for the years ended 
February 28,2014, February 28, 2013 and February 29,2012, respectively. 

i) Inventory 

The Company values its inventory at the lower of the actual cost to purchase {primarily on a weighted moving-average basis 
with a portion valued at standard cost) and/o~ the current estimated market value of the inventory less expected costs to sell the 
inventory. The Company regularly reviews inventory quantities on-hand and records a provision for excess and obsolete 
inventory based primarily on selling prices, indications from customers based upon current price negotiations and purchase 
orders. The Company's 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. The Company recorded inventory write
downs of$3,602, $4,300 and $2,942 for the years ended February28, 2014, February28, 2013 and February29, 2012, 
respectively. 

Inventories by major category are as follows: 

February 28, 
2014 

February 28, 
2013 

'Ra'-'i m~t~fi~G:; · .·. ;:: ' ·. 
Work in process 

Finished goods 

~. ~> .. :.:·._;·::·; ·-$.?-~!~1.~-l~:_~-~~~·-.~~~Il?.~;~~· :~s_· ... -- .. · .. · .. 
4,664 

· · , .. ~., .... io7~4s2 .. 

'35,240 

5,316 

I t8,543 

Inventory, net $ 144,339 $ 159,099 

j) Property, Plant and Equipment 

Property, plant and equipment are stated at cost less accumulated depreciation. Property under a capital lease is stated at the 
present value of minimum lease payments. Major improvements and replacements that extend service lives of lhe assets are 
capitalized. Minor replacements, and routine maintenance and repairs are charged to expense as incurred. Upon retirement or 
disposal of assets, the cost and related accumulated depreciation are removed from the consolidated balance sheets. 

A summary of property, plant and equipment, net, is as follows: 
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February 28, February 28, 
2014 2013 

Land $ 6,652 $ 6,421 

Buildings 44,378 42,670 

Property under capital lease 8,473 8,080 

FUiniture, fixtures and displays 4,95 I 4,296 

Machinery and equipment 30,512 25,659 

Construct ion-in-progress 1,856 4,159 

Computer hardware and software 33,738 24,325 

Automobiles 1,236 914 

Leasehold improvements 10,505 9,415 

142,301 125,939 

Less accumulated depreciation and amortization 59,079 49,731 

$ 83,222 $ 76,208 

Depreciation is calculated on the straight-line method over the estimated useful lives of the assets as follows: 

Buildings 

Computer hardware and software 3-5 years 

1:\.~~~~-~~-i.ie~: ::::-- ·_>; ••• -.. ~·;·,;;~~7;~!~---~--:;~~:~;~~-Y~~~;;::-~~~tJ~i:-~:~;~~~:~.~~~;.{;·;~~~;;~~;~-~~;~~i}~~~r~~:?~illF~1MJ~: 

Leasehold improvements are depreciated over the shorter of the lease term or estimated useful life of the asset. Assets acquired 
under capital leases are amortized over the term of the respective lease. Accumulated amortization of assets under capital lease 
totaled $4,475 and $4,036 at February 28,2014 and 2013, respectively. 

Depreciation and amortization of property, plant and equipment amounted to $10,252, $10,440 and $6,111 for the years end~d 
February 28, 2014 , February 28, 2013 and February 29, 2012 , respectively. Included in depreciation and amortization 
expense is amortization of computer software costs of $1,300, $794 and $553 for the years ended February28, 2014, 
February 28, 2013 and February 29, 2012 , respectively. Also included in depreciation and amortization expense is $439 , 
$483 and $251 of amortization expense related to property under capital leases for the years ended February 28, 2014 , 
February 28,2013 and February 29,2012, respectively. 

k) Goodwill and Intangible Assets 

Goodwill and other intangible assets consist of the excess over the fair value of assets acquired (goodwill), and other intangible 
assets (patents, contracts, trademarksltradenames and customer relationships). Values assigned to the respective assets are 
determined in accordance with ASC 805 "Business Combiflations" ("ASC 805") and ASC 350 "Intangibles- Goodwill and 
Other" ("ASC 350"). 

Goodwill is calculated as the excess of the cost of purchased businesses over the value of their underlying net assets. 
Generally, the primary valuation method used to determine the Fair Value ("FV") of acquired businesses is the Discounted 
l?uture Cash Flow Method ("DCF"). A five-year period is analyzed using a risk adjusted discount rate. 

The value of potential intangible assets separate from goodwill are independently ev·aluated and assigned to the respective 
categories. The largest categories from recently acquired businesses are Trademarks and Customer Relationships. The FV's of 
trademarks acquired are determined using the Relief from Royalty Method based on projected sales of the trademarked 
products. The FV's of customer relationships are determined using the Multi-Period Excess Eamings Method which includes 
a DCF analysis, adjusted for a required return on tangible 
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and mtangiblc assets The Comp<my categorizes this fair value dctcnninalion as Level 3 (unobservable) in the f<llr value 
hierarchy, as described m Note l(c) The guidance in ASC 350, includmg management's busmess intent for its usc; ongoing 
market demand for product~ relevant to the catcgmy and the:r ability to generate future cash flows, legal, regulatory Oi 
contractual proviswns on its usc or subsequent renewal, as applicable; and the cost to maintain or renew the rights to the assets, 
arc considered in determining the useful life of all intangible assets. If the Company dcterm ines that there are no legal, 
regulatory, contractual, competitive, economic or other factors which linut the useful life of the asset, an indefinite life will be 
assigned and evaluated for impairment as indicated below. Goodwill and other mtangible assets that have an indefmite useful 
life are not amortized. Intangible assets that have a definite useful life arc amortized over their estimated useful life. 

ASC 350 requires that goodwill and intangible assets with indefinite useful lives be tested for impairment at least annually or 
more frequently if an event occurs or circumstances change that could more likely than not reduce the fair value of a reporting 
unit below its carrying amount. Intangible assets with estimable useful lives are required to be amortized over their respective 
estimated useful lives and reviewed for impairment if indicators of impairment exist . To determine the fair value of these 
intangible assets, there are many assumptions and estimates used that directly impact the results of the testing. Management 
has the ability to influence the outcome and ultimate results based on the assumptions and estimates chosen. To mitigate undue 
influence, the Company set criteria that are reviewed and approved by various levels of management. Additionally, the 
Company may evaluate our recorded intangible assets with the assistance of a third-party valuation finn, as necessary. All 
reports and conclusions are reviewed by management who has ultimate responsibility for their content. If a significant change 
in these estimates occurs, the Company could experience impairment charges, in addition to those noted below, in future 
periods. 

Goodwill is tested using a two-step process. The first step is to identifY a potential impairment, and the second step measures 
the amount of the impairment loss, if any. Goodwill is considered impaired if the carrying amount of the reporting unit's 
goodwill exceeds its estimated fair value. Voxx's reporting units that carry goodwill are Hirschmann, Invision and Klipsch. 
The Company has three operating segments based upon its products and internal organizational structure (see Note 13). These 
operating segments are the Automotive, Premium Audio and Consumer Accessories segments. The Hirschmann and Invision 
reporting units are located within the Automotive segment and the Klipsch reporting unit is located within the Premium Audio 
segment. The goodwill for the reporting units were tested as of February 28, 2014 using a discounted future cash flow method 
with discount rates that ranged from i2.5% to 15.1% within the analyses. The resulting i:ilir values ofthe reporting units were 
evaluated giving consideration to the market capitalization of the Company. Based on the Company's goodwill impairment 
assessment, the Hirschmann and Invision reporting units with goodwill had estimated fair values as of February 28: 20 14 that 
exceeded their carrying values. 

Upon completion of the annual Step 1 assessment for the year ended February 28, 2014 , the estimated fair value of the 
Klipsch reporting unit did not exceed its carrying amount, including goodwill. As a result, the second phase of the goodwill 
impairment test ("Step 2") was performed specific to Klipsch. Under Step 2, the fair value of all K1ipsch's assets and liabilities 
were estimated, including tangible and intangible assets. The implied fair value of the goodwill as a residual was then 
compared to the recorded goodwill to determine the amount of impairment. As a result of this analysis, an impairment charge 
of$32,163 was recorded for goodwill for the fiscal year ended February 28,2014 in the Company's Consolidated Statement of 
Operations and Comprehensive Income (Loss) within the Premium Audio segment. No impainnent charges were recorded 
related to goodwill during the fiscal year ended February 28, 2013. The goodwill balances of Hirschmann, lnvision and 
Klipsch at February 28, 2014 arc $64,033 , $7,373 and $46,532, respectively. 

For intangible assets with.indefinite lives, primarily trademarks, the Company compared the fair value of each intangible asset 
with its carrying amount. To compute the fair value at February 28, 2014 , various considerations were evaluated including 
current sales associated with these brands, manage111ent's expectations for future sales and performance of the business. With 
the exception of the Technuity intangibles below, 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. We utilized a Relief-from-Royalty Method, applying royalty rates ofO.S% to 7.0% for the relative trademarks and 
domain name after reviewing comparable market rates, the profitability of the products associated with relative intangible 
assets, and other qualitative factors. We determined that risk-adjusted discount rates ranging from 13.2% to 15.8% were 
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apfHOpnat~ as a r~sult of wt:ighteJ avcwgc cost or capital analyses. As a result or this analysis, it was detemlincd that ccrlalll 
indefinite liveJ trademarks were tmpaired, resultmg m a total Impairment charge of $21 ,715 for the fiscal year ended 
February 28, 2014 . No impatrment losses were reeorJed rclatcJ to indefintte lived intangible assets during the twelve months 
ended February 28, 2013 Indicators of Impairment existed which required the Company to evaluate the related long lived 
assets at the lowest level for which there are separately identifiable cash flows. As a result of this further analysis, no 
additional impairments of the long I ived assets were recorded other than the abandonment noted below. 

The above impairment charges were the result of various mdicators that occurred during the fourth quarter of Fiscal 2014. 
Specifically, certain of our consumer electronic and premium audio product lines experienced significantly lower than 
expected performance. In addition, mdications of near-term shortfalls for certain products within these lines were apparent. 
Taking these factors into account, along with long-term indusuy forecasts, the Company had re-evaluated its projecttons. 
Further, some of the weighted-average cost of capital rates increased in Fiscal 2014 as a result of higher stock volatility of 
market participants, as compared to overall market returns. All of these factors led to the Fiscal 2014 impairment charges for 
goodwill and indefinite lived intangibles. 

During the fourth quarter of Fiscal 2014, the Company made a business decision to abandon its Technuity business and 
restructure the marketing and use of the Company's domain name. These decisions resulted in an impairment of the related 
definite and indefinite lived intangible assets, as well as the long lived assets in accordance with ASC360 "Property, Plant and 
Equipment" ("ASC 360"). As a result, an impairment charge of $3,683 was recorded related to both definite and indefinite 
lived tradenames, customer relationships and long lived ftxed assets. 

The cost of other intangible assets with definite lives 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 other 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, 2014 . Intangible assets with definite lives were not impaired at 
February 28,2013. 

Goodwill 

The change in the carrying amount of goodwill is as follows: 

:~:~!i£~~~f,f~~~]_?.~ioTf.,.,~,···- ~.-;.~:~:.·:::-··.···-· ,.~~····.·: · · ._, ....... ,. 

Goodwill related to Hirschmann acquisition 

~lJ1£~~l~IJi~~}~~f@1j~:(::·?·:·:::.-:~:Yi~.: 
Klipsch impairment charge 

~Jt~l~J.~~~s~a~~~Y~ff~~1~it6f,.-:. 
Balance at February 28,2014 

ln.tangible Assets 
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Finite-lived intangible assets: 

Customer relationships (5-20 years) 

Trademarksrfradenames (3-12 years) 

Patents ( S-13 years) 

License (5 years) 

Contract subject to amortization (5 years) 

Total finite-lived intangible assets 

Indefinite-lived intangible assets 

Trademarks 

Total net intangible assets 

Frri,ftP(i~~i'id4d&lb.i~)ij¥~fu:::;(~~·:,\.·:··.' ::~::~;'< ·~·.·:~;;;:~ · ~~ ··:· ,~ .. ·· · 
Customer relationships {5-20 years) 

. :_·Tnlde~aiksf.rra'CI~.~~~~(3~Y.2,§~'a,~~).·.::;\' · 
Patents (5-1~ rears) 

Licen.se~_(5_ye¥s)_;.: .. :' 
Contractsubjcet to amortization (5 years) 

Tota.J fin_ii~·:ii.~~~ !ri{i\ng.(b.i'~::~1#~N. ;-:::·. · ' : · · '· · · · 
Indefinite-lived intangible assets 

·' · •Tr·a,~~m~.r.~s.;_,. ___ ,_;Z~TL.d.~·: ... !.~:\·:.·,:>~):.•· ... ·~:::: ~:~; .: .. _ -~· __ · .... 
Total net intangible assets 

$ 

$ 

Gross 
Carr-ying 

Value 

68,231 

415 

10,357 

1,400 

1,556 

81,959 

Gross 
Carrying 

Value 

69,293 

<.1.?37. 

9,998 

February 28, 2014 

Accumulated 
A mortiza lion 

$ 16,381 

377 

2,879 

1,400 

1,474 

$ 22,511 

February 28, 2013 

Accumulated 
Arnortiza tion 

... ~· .,:.. .~··.: ... ;, . 

12,029 
' :~_::))'_Q 

1,894 

1,400 · .. · ; . . ; 1,~00 . 

---~1 •:_55~6...,- 1,383 
.$ 83,484 $ 17;5 16 

$ 

$ 

$ 

Total Net 
Book 

Value 

51,850 

38 

7,478 

82 

59,448 

114,864 

174,312 

Total Net 
Book 
Value 

57,264 

427. 
8,104 

173 

65,968' 

205,398 

The weighted-average remaining amortization period for amortizing intangibles as of February 28,2014 is approximately 13 
years. The Company expenses the renewal costs of patents as incurred. The weighted-average period before the next patent 
renewal is approximately 10 years. 

Amortization expense for intangible assets amounted to $5,931, $5,790 and $3,992 for the years ended February 28,2014, 
February 28, 2013 and February 29, 2012 , respectively. The estimated aggregate amortization expense for all amortizable 
intangibles for each of the succeeding years ending February 28, 2019 is as follows: 

l) Sales Incentives 

·-------. ----·-· ~~~ 

Fiscal Year 
20.15 

2016 

2017 

2018 

2019 
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$ 

Amount 

5,571 

5,466 

5,452 

5,395 

5,229 



The Company offers sales mcentives to tts customers 111 the form of (I) co-oper attvc adverltstng allowances; (2) market 
development funds; (3) volume incentive rebates and ( 4) other trade allowances. The Company accounts for sales incenttvcs 
in accordance wtth ASC 605-50 "Customer Payments and Incenttvcs" ("ASC 605-50") bcept for other trade allowances, all 
sales incentives require the customer to purchase the Company's products durtng a spectficd period of time. All sales 
incentives require customers to claim the sales mcenttvc withtn a ccrtatn time pcnod (referred to as the "claim period") and 
clatms arc settled either by the customer claiming a deduction against an outstanding account receivable or by the customer 
requesting a cash payout. All costs assoctated wtth sales Incentives are classtfied as a reduction of net sales. The following is a 
summary of the various sales incentive programs 

Co-operative advertising allowances are offered to customers as reimbursement towards their costs for print or media 
advertising in which the Company's product is featured on its own or in conjunction with other companies' products. The 
amount offered is either a fixed amount or is based upon a fixed percentage of sales revenue or a fixed amount per unit sold to 
the customer during a specified time period. 

Market development funds are offered to customers in connection with new product launches or entrance into new 
markets. The amount offered for new product launches is based upon a fixed amount, or percentage of sales revenue to the 
customer or a fixed amount per unit sold to the customer during a specified time period. 

Volume incentive rebates offered to customers require minimum quantities of product to be purchased during a specified 
period of time. The amount offered is either based upon a fixed percentage of sales revenue to the customer or a fixed amount 
per unit sold to the customer. The Company makes an estimate of the ultimate amount of the rebate their customers will earn 
based upon past history with the customers and other facts and circumstances. The Company has the ability to estimate these 
volume incentive rebates, as the period of time for a particular rebate to be claimed is relatively short. Any changes in the 
estimated amount of volume incentive rebates are recognized immediately using a cumulative catch-up adjustment. The 
Company accrues the cost of co-operative advertising allowances, volume incentive rebates and market development funds at 
the latter of when the customer purchases our products or when the sales incentive is offered to the customer. 

Other trade allowances are additional sales incentives that the Company provides to customers subsequent to the related 
revenue being recognized. The Company records the provision for these additional sales incentives at the later of when the 
sales incentive is offered or when the related revenue is recognized. Such additional sales incentives are based upon a ftxed 
percentage of the selling price to the customer, a fixed amount per unit, or a lump-sum amount. 

The accrual balance for sales incentives at February 28, 2014 and February 28, 2013 was $17,401 and $16,821 , 
respectively. Although the Company makes its best estimate of its sales incentive liability, many factors, including significant 
unanticipated changes in the purchasing volume of its customers and the lack of claims made by customers could have a 
significant impact on the sales incentives liability and reported operating results. 

For the years ended February 28, 2014, February 28, 2013 and February 29, 2012, reversals of previously established sales 
incentive liabilities amounted to $1,990 , $3,350 and $3,662 , respectively. These reversals include unearned and unclaimed 
sales incentives. Reversals of 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. Unearned sales 
incentives for the years ended February 28, 2014, February 28,2013 and February 29,2012 amounted to $1,935,$2,933 and 
$2,200, respectively. Unclaimed sales incentives are sales incentives earned by the customer but the customer has not claimed 
payment from the Company within the claim period (period after program has ended). Unclaimed sales incentives for the years 
ended February 28, 2014 , February 28, 2013 and February 29, 2012 amounted to $55 , $4 I 7 and $1,462 , respectively. 

The Company reverses earned but unclaimed sales incentives based upon the expiration of the claim period of each 
program. Unclaimed sales incentives that have no specified claim period are reversed in the quarter following one year from 
the end of the program. The Company believes the reversal of earned but unclaimed 
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sales mccnlivcs upon the expiration of the cla1m pcnod is a systematic, rational, consJslcnt and conservative method of 
reversing unclaiJned sales incentives. 

A summary oftlw act1vity wnh respect to accrued sales Incentives is provided below 

Year· Year Yc::r 
Ended Ended Ended 

february 28, Fcbrua r·y 2S, February 29, 
2014 2013 2012 

Opening balance $ 16,821 $ 18,154 $ 11,981 
Liabilities acquired dunng acquisition 7,149 
Accruals 37,114 35,636 43,671 
Payments and credits (34,544) (33,619) (40,985) 
Reversals for unearned sales incentives .(I ,935) (2,933) (2,200) 
Reversals for unclaimed sales incentives (55) (417) (1,462) 

Ending balance $ 17,401 $ 16,821 $ 18,154 

The majority of the reversals of previously established sales incentive liabilities pertain to sales recorded in prior periods. 

m) Advertising 

Excluding co~operative advertising, the Company expensed the cost of advertising, as incurred, of$12,097, $9,499 and $7,786 
for the years ended February 28, 2014, February 28, 2013 and February 29,2012, respectively. 

n) Research and Development 

Expenditures for research and development are charged to expense as incurred. Such expenditures amount to $21 ,267 , 
$15,890 and $441 'for the years ended February 28, 2014 , February 28, 2013 and February 29, 2012 , respectively, net of 
customer reimbursement, and arc included within engineering and technical support expenses on the Consolidated Statements 
of Operations and Comprehensive Income. 

The Company enters into development and long-term supply agreements with certain of its OEM customers. Revenues earned 
from the development services are recorded based upon the milestone method of revenue recognition provided certain criteria 
are mel. Amounts due from the OEM customers for development services are reflected as a reduction of research and 
development expense because the performance ofcontract development services is not central to the Company's operations. 
For the years ended February 28, 2014 and 20 l3 , the Company recorded $6,879 and $3,686 , respectively, of development 
service revenue as a reduction of research and development expense based upon the achievement of a milestone. No 
development service revenue \.\'liS recorded for the year ended February 29,2012 . 

o) Product Warranties and Product Repair Costs 

The Company generally warranties its products against certain manufacturing and other defects. The Company provides 
warranties for all of its products ranging from 90 days to the lifetime of the product. Warranty expenses.are accrued at the time 
of sale based on the Company's estimated cost to repair expected product returns for warranty matters. This liability is based 
primarily on historical experiences of actual warranty claims as well as current information on repair costs. The warranty 
liability of $11,033 and $12,788 is recorded in accrued expenses in the accompanying consolidated balance sheets as of 
February 28, 2014 and February 28, 2013 , respectively. [n addition, the Company records a reserve for product repair costs 
which is based upon the quantities of defective inventory on hand and an estimate of the cost to repair such defective 
inventory. The reserve lor product repair costs of $1,445 and $1,763 is recorded as a reduction to inventory in the 
accompanying consolidated balance sheets as of February 28, 2014 and February 28, 2013 , respectively. Warranty claims and 
product repair costs 
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expense for the years ended Febll!ary 28, 2014 , February 28, 2013 and February 29, 2012 were $11,508, $13,798 and 
$11,839, respectively. 

In Fiscal 2013, Subaru of Amertca recalled certain vehtcles as a result of potentially faulty remote start devices for which 
Voxx was the distributor. At February 28, 2014 , the Company has recorded a receivable of $1,626 from one of the Company's 
suppliers, who has agreed to replace 100% of these devices. 

Changes in the Company's accrued product warranties and product repair costs arc as follows: 

Beginning balance 

Liabil itics aequir((d during acquisitions 

Liabilities accrued for warranties issued during the year and repair cost 

Warranty claims paid during the year 

Ending balance 

p) Foreign Currency 

$ 

$ 

Year 
Ended 

February 28, 
2014 

14,551 

1!,508 

(13,581) 

12,478 

Year 
Ended 

February 28, 
2013 

$ 8,795 

1,799 

13,798 

(9,841) 

$ 14,551 

Year 
Ended 

February 29, 
2012 

$ 9,051 

1,480 

11,839 

(13,575) 

$ 8,795 

Assets and liabilities of those subsidiaries and former equity investees located outside the United States whose cash flows are 
primarily in local currencies have been translated at rates Qf exchange at the end of the period or historical exchange rates, as 
appropriate in accordance With ASC 830, "Foreign Currency Matters" ("ASC 830"). Revenues and expenses have been 
translated at the weighted-average rates of exchange in effect during the period. Gains and .losses resulting from translation are 
recorded in the cumulative foreign currency translation account in accumulated other comprehensive income (loss). For the 
years ended February 28, 2014 , February 28, 2013 and February 29, 2012 , the Company recorded foreign currency 
transaction (losses)/gains in the· amount of$(1,079), $445 and $1,748, respectively: 

The Company has certain operations in Venezuela. Venezuela is currently experiencing significant political and civil unrest 
and economic instability, and has been troubled with various foreign currency and price controls. The country has experienced 
high rates of inflation over the last several years. The President of Venezuela has the authority to legislate certain areas by 
decree, which allows the government to nationalize certain industries or expropriate certain companies and property. These 
factors may have a negative impact on our business and our financial condition. In 2003, Venezuela created the Commission of 
Administration of Foreign Currency ("CADIVI") which establishes and administers currency controls and their associated 
rules and regulations. These controls include creating a fixed exchange rate between the Bolivar and the U.S. Dollar, and the 
ability to restrict the exchange of Bolivar Fuertes for U.S. Dollars and vice versa. 

Effective January I, 2010, according to the guidelines in ASC 830, Venezuela was designated a~ a hyper-inflationary 
economy. A hyper-inflationary economy de.signation 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 I, 2010 and continues to account for its Venezuela operations under this method. 

In February 20 l3, the Venezuelan government announced the devaluation of the Bolivar Fuerte, moving the official exchange 
rate from 4.30 to 6.30 per U.S. dollar. The devaluation resulted in a one time net gain of approximately $2,400 , a portion of 
which was related to the concurrent elimination of the country's regulated foreign currency exchange system, SITME, and 
recognized by the Company during the year ended February 28, 2013 within cost of sales and other income (expenses) on the 
Consolidated Statement of Operations and Comprehensive Income (Loss). When the government devalued the Venezuelan 
Bolivar Fuerte in February, 2013, it established a new auction-based exchange rate market program, referred to as 
Complementary System 
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for the Admu11Stration of foreign Currency ("SIC/\D"). The amount of transactions that have run through the SlC/\D and 
restnctions around participation have limited our access to any foretgn exchange rate other than the official tate to pay for 
imported goods and manage our local monetary asset balances. In late January 2014, the Venezuelan goverrunent made scver::ll 
announcements affecting currency exchange and other controls. Although the official exchange rate remams at 6.3, the 
government announced that the exchange rate for goods and services deemed non-essential will move to the rate available on 
SICAD currency market, whtch was 11.7 at Febtuary 28, 2014. This devaluation resulted in a one time net currency exchange 
galll of approximately $200 related primanly to intercompany payablcs and the investment in Venezuelan governtncnt bonds 
and rccogntzcd by the Company during the year ended February 28, 20 ltl and included in Other Income (expense) on the 
Consolidated Statement of Operations and Comprehensive income (Loss). There is considerable uncertainty as to the nature of 
transactions that will flow through SCCAD and how SCCAD will operate in the future, however we believe there is 
considerable risk that the official rate will be devalued further. Further devaluation could have a material impact on our 
financial condition, results of operations or cash flow. 

The Company has cet1ain U.S. dollar denominated assets and liabilities in its Venezuelan operattons. Our TTCC bond 
investment (See Note f(t)) and our U.S. dollar denominaied intercompany debt have been subject to currency fluctuations 
associated with the devaluation of the Bolivar Fuerte and the temporary institution in 20 I 0 of a two-tier exchange rate by the 
Venezuelan government. The TICC bond is valued at the current Venezuela exchange rate of 11.7 and classified as a held-to
maturity investment at amortized cost at February 28, 2014 . 

q) Income Taxes 

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 fmancial 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 seHled (see Noie 7). The effect on deferred ~x <iSs::ts and 
liabilities of a change in tax rates is recognized in income in the period that includes the enactment date. 

Uncertain Tax Positions 

The Company adopted guidance included in ASC 740 "Income Taxes• ("ASC 740") as it relates to un<.:ertain tax 
positions. The guidance addresses the determination of whether tax benefits claimed or expected to be claimed on a tax return 
should be recorded in the financial statements. Under ASC 740, the Company may recognize the tax benefit from an uncertain 
tax position only if it is more likeiy 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 reaLized upon ultimate 
settlement. ASC 740 also provides guidance on derecognition, classification, interest and penalties, accounting in interim 
periods and disciosure requirements. 

Tax interest and penalties 

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). 

r) Net income Per Common Share 

Basic net income per common share is based upon the weighted-average number of common shares outstanding during the 
period. Diluted net income per common share reflects the potentiaL diLution that would occur if securities or other contracts to 
issue common stock were exercised or converted into common stock. 
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There arc no rcconctlmg 1tems whtch 1mpact the numerator ol" bas1c and diluted 11et 111come per common share /1. 

reconct!Lalion between the denominator of basic and diluted net income per common share is as follows: 

Year 
Ended 

February 28, 
2014 

Year 
Ended 

February 28, 
2013 

Year 
Ended 

February 29, 
2012 

Weighted-average nwnber of common shares outstanding (basic) 

Effect of dilutive securities: 

24,109,270 23,415,570 23,080,08 [ 

Stock options, warrants and restricted stock 201,531 185,125 

Weighted-average number of common and potential common shares outstanding 
(dtluted) 24,109,270 7.3,617,101 23,265,206 

Stock options and stock warrants totaling 137,899 , 90,735 and 361,464 for the years ended February 28, 2014 , February 28, 
2013 and February 29, 2012, respectively, were not Included in the net income per common share calculation because the 
exercise price of these options and warrants was grea'ter than the average market price of the Company's common stock during 
the period. 

s) Other Income (Expense) 

Other income (expense) is comprised of the following: 

9.t~er.~t~-tempe~ary impairment of iqi,~$-~~.~~ ~ri~~~~~~t~L~.ar~<:.~bl~ s~~~rities 
(~oss) gain on foreign currency contracts rel~!.~d to Hifs~hJnann acquisition 

Net settlement gains (losses) (see Note 14) ~,;;i:.::~· ::;l>i.: h1,,., 

$ 

Year 
Ended 

February 28, 
2014 

$ 

4,443 

Year Year 
Ended Ended 

February 28, February 29, 
2013 2012 

·· .. ' .. c.•:;, $ . (1,225) 

(2,670) 1,581 

. (1,6~1) (3,621) 

For.eil?n currency (loss) gain 

Interest income . . ' ... : -!~-: .... ,: .. -·· ··.: .: •. .. . .. 

,·,·: .... ·,., .. · .. •: .. : .. 
(1,079) 445 1,748 

·,\"'. ,; 

. 689 . ··>·:~·M· .. 744 

Rental income 1,519 1,120 531 

hl!i~il\;mia~~ ·.·· ·:~· .. . 6.472.: . ·;·•···· ..~"\-... ,. '.- .... 

/< (3,l~5) 
' .t···•. ·.-';_, .· ... _.··;: (552) 

~ .' '.:· 

Total other, net $ 12,044 $ (2,633) $ (3,387) 

Miscellaneous for the year ended February 28, 2014 includes income of $4,370 related to a shortfall on a contract between 
Hirschmann and a customer resulting in missed projections and a payment to Hirschmann for the remaining balance under the 
contract. Miscellaneous for the year ended February 29, 2012 includes charges related to a contingent consideration adjustment 
of approximately $2,000. Net foreign currency loss for the year ended February 28, 2014 includes a net gain of$177 related to 
the January 2014 devaluation of the Venezuelan Bolivar Fuerte by the Venezuelan government for certain foreign investments 
and non-essential items, which affected the balapce sheet of Venezuela, as compared to a net loss of $447 related to the 
February 2013 devaluation included in the net foreign currency gain for the year ended February 28, 2013. 

I) Accounting /Or the Impairment o{Long-Lived Assets and for Long-Lived Assets to he Disposed of 

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. Rccoverability 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 assets held for sale is measured by comparing the carrying 
amount of the assets to their estimated fair market value. If such assets 
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are considered to be rmpaired, the impairment to be rccoenized rs measured by the amount by which the carrying amount of 
the assets exceeds the fair value of the assets. Refer to Note I (k) for the drscussion of the ASC360 rmparrment analysis and 
results for the year ended February 28,2014 

u) Accounting {Or Stock-Based Compensation 

The Company has a stock-based compensation plan under which employees and non-employee directors may be granted 
Incentive stock options ("!SO's") and non-qualified stock options ("NQSO's") to purchase shares of Class A common stock. 
Under the plan, the exercise price of the !SO's will not be less than the market value of the Company's Class A common stock 
or greater than 110% of the market value of the Company's Class A common stock on the date of grant The exercise price o( 
the NQSO's may not be less than 50% of the market value of the Company's Class A common stock on the date of grant The 
plan permits for options to be exercised at various intervals as detennined by the Board of Directors. However, the maximum 
expiration period is ten years from date of grant The vesting requirements are determined by the Board of Directors at the time 
of grant. Exercised options are issued from authorized Class A common stock. As of f-ebruary 28, 2014 , approximately 
I ,700,000 shares were available for future grants under the terms of these plans. 

Options are measured at the fair value of the award at the date of grant and are recognized as an expense over the requisite 
service period. Compensation expense related to stock-based awards with vesting terms are amortized using the straight-line 
attribution method. 

The Company granted 256,250 options during December of 2012, which vested on July I, 20 13, expire two years from date of 
vesting (June 30, 2015), have an exercise price equal to $6.79,$0.25 above the sales price of the Company's stock on the day 
prior to the date of grant, have a contractual term of 2.5 years and a grant date fair value of $1.99 per share, determined on a 
Black-Scl10les valuation model (refer to the tables below for assumptions used to determine fair value). 

In addition, the Company issued 17,500 warrants during December of 2012 to purchase the Company's common stock with the 
same terms as those of the options above as consideration for future legal and professional services. These warrants have all 
been exercised as of February 28, 2014. 

The Company granted 246,250 options during May of20ll, which vested on February 29,2012, expire two years from date of 
vesting (February 28, 2014), have an exercise price equal to $7.75 , $0.25 above the sales price of the Company's stock on the 
day prior to the date of grant, have a contractual term of 2.75 years and a grant date fair value of $3.08 per share determined 
based on a Black-Scholes valuation modeL (Refer to the table below for assumptions used to determine fair value.) None of 
these options expired unexercised at February 29,2012. 

In addition, the Company issued 22,500 warrants during May of20 ll to purchase the Company's common stock with the same 
terms as those of the options above as consideration for future legal and professional services. These warrants were exercised 
prior to February 28,2014 and none expifed unexercised. 

The per share weighted-average fair value of stock options granted during the years ended February 28, 2013 and 
February 29,2012 were $1.99 and $3.08 on the respective dates of grant There were no stock options granted during the year 
ended February 28, 2014 . 

The fair value of stock options and warrants on the date of grant, and the assumptions used to estimate the fair value of the 
stock options and warrants using the Black-Scholes option valuation model granted during the year was as follows: 
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Year Year 
Ended Ended 

February 28, 
2013 February 29, 2012 

Dividend yield 0% 0% 

Volatility 51 3% 65.4% 

Risk-free interest rate 0.32% 0.94% 

Expected life (years) 2.5 2.8 

Selling expense 

The expected dividend yield is based on historical and projected dividend yields. The Company estimates expected volatility 
based primarily on historical price changes of the Company's stock equal to the expected life of the option The Company uses 
monthly stock prices as the Company's stock experiences low-volume trading. We believe that daily fluctuations are distortive 
to the volatility and as such will continue to use monthly inputs in the future. The risk free interest rate is based on the U.S 
Treasury yield in effect at the time of the grant. The expected option term is the number of years the Company estimates the 
options will be outstanding prior to exercise based on employment termination behavior. 

The Company recognized stock-based compensation expense (before deferred income tax benefits) for awards granted under 
the Company's stock option plans in the following line items in the Consolidated Statement of Operations and Comprehensive 
Income (Loss): 

Year 
Ended 

February 28, 
2014 

$ 

Year 
Ended 

February 28, 
2013 

5 
25 

Year 
Ended 

February 29, 
2012 

$' '·'. ·::.: )3 
116 

;a~~_i{~i. ~d. ~d-~i~i~{¥t£~~¥FP.~.~es 
;::•·. ·~.' r;'•• •. ···.;,:·· 

'· .,·. 
:<:.. ... 

10 

50 

·~}00 
3 

. i49. '\',':• 

--~·?r.· 
Engineerintfand technical'support 3 8 

s1ci}ic~~~-~~''d.6.~~p~n~~tt~k~~p~~e before in·~~~ ~-~·~;;~"ti~~~{ .... 182 $ 

Net income was impacted by $228 (after tax), $113 (after tax) and $505 (after tax) in stock based compensation expense or 
$0.01 , $0.00 and $0.02 per diluted share for the years ended February 28, 2014 , February 28, 2013 and February 29, 2012 , 
respective! y. 

Information regarding the Company's stock options and warrants are summarized below: 
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\Veigh ted-
Average 

Number Exercise 
of Shares Price 

Outstanding and exercisable at February 28, 20 II 

Granted 

886,250 

268,750 

$ 6.40 

775 

Exercised (61,875) 6.37 

Forfeited/expired (22,500) 7.36 

Outstanding and exercisable at February 29,2012 

Granted 

1,070,625 

273,750 

6.72 

6.79 

Exercised (400,302) 6.49 

Forfeited/expired (26,250) 6.37 

Outstanding and exercisable at February 28, 2013 

Granted 

917,823 6.85 

Exercised (838,619) 6.85 

F orfeited/cxpired 

O~t;·tlill.ding and exercisable at February 28,2014 79,204 $ 6.79 

Exercise 
Price Range 

At February 28, 2014 , the Company had no unrecognized compensation costs as all stock options were fully vested. At 
February 28, 2013 , the Company had unrecognized compensation costs of $363 . 

Summarized information about stock options outstanding as of February 28, 2014 is as follows: 

Outstanding and Exercisable ---------·-·-····----------_:::__ __________________ _ 

Number 
of Shares 

Weighted
Average 
Exercise 

Price 
of Shares 

Weighted
Average 

J.ife 
Remaining 

in Years 

The aggregate pre-ta.':: intrinsic value (the difference between the Company's average closing stock price for the last quarter of 
Fiscal 2014 and the exercise price, multiplied by the number of in-the-money options) that would have been received by the 
option holders had all option holders exercised their options on February 28,2014 was $1,271. This amount changes based on 
the fair market value of the Company's stock. The total intrinsic values of options exercised for the years ended February 28, 
2014, February 28,2013 and February 29, 20!2 were $4,671,$1,845 and $387, respectively 

A restricted stock award is an award of common stock that is subject to certain restrictions during a specified period. Restricted 
stock awards are independent of option grants and arc subject to forfeiture if employment terminates prior to the release of the 
restrictions. Shares under restricted stock grants are not issued to the grantees before they vest. The grantees cannot transfer the 
rights to receive shares before the restricted shares vest. 

In May of 20 II, the Company granted I 00,000 shares of restricted stock. These restricted stock awards vested one-third on 
February 29, 2012, one-third on February 28, 2013 and one-third on February 28, 2014. The Company expensed the cost of the 
restricted stock awards on a straight-line basis over the period during which the restrictions lapsed. The fair market value of the 
restricted stock of $7.60 was determined based on the closing price of the Company's common stock on the grant date. 

On January 30, 2014, the Company granted 84,588 shares of restricted stock in accordance with a newly established 
Supplemental Executive Retirement Plan ("SERP") (refer to Note IO(b)). The restricted stock was granted based on certain 
performance criteria and vest on the later of three years from the date of participation in the SERP, or the grantee reaching the 
age of 65 years. There are no market conditions inherent in the award, 
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only an employee performance requucmcnt, and the servrcc rcqurrcmcnt that tile respecllve employee contmues employment 
wrth the Company through the vestmg date The Company will expense the cost of the rcstncted stock awards on a straight
line basis over the reqursite scrvrce perrod of each employee or a maximum of 12.75 years The farr market value of the 
restricted stock of $13 62 was determrned based on the closrng pncc of the Company's common stock on the grant date. 

The following table presents a summary of the Company's restrrctcd stock actrvrty for the year ended February 28, 2014 . 

Balance at February 28, 2011 

Granted 

Vested 

Forfeited 

Balanceat February 29,2012 

Granted 

Vested · 

Forfeited 

J3.a!~~~~:at_f'~~fllar:Y 2s, 20,t3 
Granted 

•.. ,; .... ' 

; .. ·,· ~-;Y~~!~~: :~~.'~;~~r:;. ~·::;:·: .:.<·o,:/l_f:~;;·i .. ' :j· :<: 
Forfeited 

~~~~~t~~Y.~~~&~Wis~ r~~~t:''14'j~~-'~{~f~i\\\;~T;,,,~ /: ··"·· 

"(.·:~,_· 

Number of shares (in 
thousands) 

100,000 

(33,333) 

66,667 

(33,333) 

;}~,3_34.: 
84,588 

.... . . ~ .· .. ·.-(33)'i15 :;~ 

Weighted Average Grant 
Date Fair Value 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

:$: 
$ 

7.60 

7.60 

7.60 

7.60 

7.60 

13.62 

7.60 

During the years ended February 28, 2014 , February 28, 2013 and February 29, 2012 the Company recorded $278, $253 and 
$253 , respectively, in stock-based compensation related to restricted stock awards. As of February 28, 2014 , unrecognized 
stock-based compensation expense related to unvested restricted stock awards was $1,127. 

v) Accumulated Other Comprehensive l.oss 

Foreign 
Exchange 

Losses 

[#.~i.~~~(~t?.i~~hi .... ;.· .: ,.,; '.; ; ... (5,340) 
Other comprehensive 
income (loss) before 
reclassifications 5,575 

~if~f:.~~~:~~w~.-:~t~~!~-~~;·~;.:~;~-~.:_\~ r --~·._:~:~~~;::::.::_;·: ~:_::~·-:.~.\·: ·---~ 
accumulated otlier"' ., ' ··· · .·: · ·. •· .. · 

~c~~f>Y~n~ilM~ '<>~s · 
Net current-period other 
comprehensive income 
(loss) 

Balance at 2/28/14 

5,575 

$ .• 235 $ 

Unrealized losses 
on investments, 

net of tax 

(15) 

Pension plan 
adjustments, net 

or tax 

(288) 

(74). $ (I;319) $ 

Derivatives 
designated in a 

hedging 
relationship Total 

. (6,497) 

4,953 

(648) 4,624 

(715) $ (1,873) 
======~== 

During the year ended February 28, 2014 , the Company recorded tax related to unrealized losses on investments of $0 , 
pension plan adjustments of $91 and derivatives designated in a hedging relationship of $!95 . 
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w) New Accounllng Pronouncements 

In Feb1 uary 2013, the FASB tssued ASU 2013-02, "Reporttng of Amounts Reclass1ftcd Out of Accumulated Other 
Comprehensive lncome," which requires an enttty to report, either on the face of the statement where net income is presented, 
or in the notes, the effect ofsigntf1cant reclassifications out of accumulated other comprehenstve income on the respective lme 
ttems in net income tf the amount bc1ng reclassified 1S required under U.S GAAP to be reclassified in their entirety to net 
111come. For other amounts that arc not reqUired under U.S GAAP to be reclasstficd mthetr enttrety to net income tn the same 
reporting period, an ent1ty is required to cross-reference otlter disclosures required under U.S. GAAP that provide additional 
detail about those amounts. This disclosure only guidance is effective prospectively for ftscal years beginning after December 
15,2012 and was adopted by the Company for the first quarter ofFiscal2014. 

In July 2013, the FASB issued ASU 2013-10, "Inclusion of the Fed Funds Effective Swap Rate (or Overnight Index Swap 
Rate) as a Benchmark Interest Rate for Hedge Accounting Purposes" !I.SU 2013-10 allows the Fed Funds Effective Swap Rate 
(OIS) to bt:: designated as aU S. bcm:luuark interest rate fat hedge accounliug pUiposcs under Topic 815, in addition to interest 
rates on direct Treasury obligations of the U.S. government and the London Interbank Offered Rate. The amendments also 
remove the restriction on using different benchmark rates for similar hedges. The amendments are effective prospectively for 
qualifying new or redesignated hedging relationships entered into on or after July 17, 2013 and is not expected to have a 
material eiTect on the Company's consolidated financial statements. 

In July 2013, the FASB issued ASU 20 13-11, "Presentation of an Unrecognized Tax Benefit When a Net Operating Loss 
Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists." The amendments in ASU 2013-ll provide guidance 
on the financial statement presentation of unrecognized tax benefit when a net operating loss carryforward, a similar tax loss, 
or a tax credit carryforward exists. AS U 20 13-11 is effective for fiscal years beginning after December 15, 20 13. The 
Company will reflect the impact of these amendments beginning in the first quarter of Fiscal 20 15. The Company does not 
anticipate a material impact on the Company's financial position, results of operations or cash flows as a result of this change. 

2 ) Business Acquisitions 

Hirschmann 

On March 14, 2012 (the "Closing Date"), Voxx, through its wholly-owned subsidiary VOXX International (Germany) GmbH ("Voxx 
Germany"), purchased the stock of Car Communication Holding GmbH, a recognized tier-1 supplier of communications and 
infotainment solutions, primarily to the automotive industry, pursuant to the Sale and Purchase Agreement for €87,571 ( $114,397 
based upon the rate of exchange as of the close of business on the Closing Date) subject to an adjustment for working capital plus 
related transaction fees and expenses. The acquisition of Hirschmann further diversifies Voxx's offerings and creates strategic 
opportw1ities for the Company to leverage Hirschmann's advanced technologies. The Company believes this will lead to more advanced 
and creative mobile electronics products and continued growth with car manufacturers worldwide. 

On the Closing Date, the Company, certain of its directly and indirectly wholly-owned domestic subsidiaries, and Voxx Germany 
(collectively, the "Borrowers") entered into an Amended and Restated Credit Agreement (the "Credit Facility") with Wells Fargo Hank, 
National Association ("Wells Fargo"), as Agent, and the other lenders party thereto. The Company borrowed approximately $148,000 
under the Credit Facility on the Closing Date and used a p01tion of the proceeds from such borrowing to fund Voxx Germany's 
acquisition of Hirschmann. On the Closing Date, the Company also repaid and terminated its existing asset-based loan facility with 
Wells Fargo Capital Finance, LLC. 

fn order to hedge the fluctuation in the exchange rate before closing, the Company entered into two forward contracts totaling $63,750, 
both due in March 2012. The forward contracts were not designated for hedging, and as such, were marked to market at February 29, 
2012 and when they were settled in the first quarter of Fiscal 2013. A foreign currency gain of $1,581 was recorded in the fourth quarter 
of Fiscal 2012 when the contracts were marked to market at year-end and a foreign currency loss of $2,670 was recorded during the 
three months ended May 31, 2013, when the contracts were settled, reflecting the loss on settlement. 
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Net sales altnbutablc to l!uschmann 111 the Company's consolidated statements of operations for the years ended February 28, 2014 and 
2013 were approximately $173,612 ami $153,310, rcspcctJvely 

The following table summatt7.es the fatr values of the assets acquired and I iabil ities assumed, as of the Clostng Date, and the amounts 
assigned to goodwill and intangible asset classifications 

Cash 

Accounts receivable 

Inventory 

Prepaid expenses and other current assets 

Property, plant and equipment 

Goodwill 

Intangible assets 

Other assets 

,T9t<!l.~~,~-ts,~c,quired .. 
Accounts payable and accrued expenses 

iryc~~e taX~_s pay~ble 
Deferred taxes, net 

p]ili{~ii~.f?.ili:,~.~- .. ·; . ··'' .. 
Capital lease obligations 

blh'??JiW~f~rfuJ'i;~I!i.tfM. :_;;. ;. , .. 
Net tangible and intangible assets acquired 

$ 

$ 

March 14, 2012 (as Measurement Period 
initially reported) Adjustments 

6,769 $ 31 

25,921 (3,029) 

20,178 

2,281 (227) 

18,659 

70,864 (10,253) 

22,433 14,414 

940 

16~,0~5 936 

26,953 (4,778) ... 
2,848 

5,639 3,933 

..... IJ~~U9~,\-L::·:. · ... \. .. 

911 
·, ::·::{8h;;JD:~:;~:.::·_: :·.::-:.-···. ),749. 

114,397 $ 32 

March 14,2012 
(as adjusted) 

$ 6,800 

22,892 

20,178 

2,054 

18,659 

60,611 

36,847 

940 

168,981 

22,175 

2,848 

9,572 

11,43q 

911 

7,6'if;: 

$ 114,429 

During the measurement period, the Company recorded $10,70 I of net deferred tax liabilities related to the basis difference between the 
financial reporting value and the tax value, and the adjustments to the intangible assets value in connection with our preliminary 
purchase price valuation. 

The amounts assigned to goodwill and intangible assets for the acquisition are as follows: 

March 14, 2012 (as 
initially reported) 

Measurement Period March 14, 2012 (as 
Adjustments adjusted) 

Amortization 
Period (Years) 

;9·~~dWJWf~@..~~~!f?.@!~).\ftS·l:;)·?~.:;;,~~· .· ...• $_· ·70,864 

6,761 

·$ •• ,,.•;:::~~{('Y(to.~~2.~)><,$':~:~·,.~2·: ·' ::,69,6tt .. ,,.,,Ntk'· 

Indefinite Tradenames (non-deductible) 3,639 10,400 

~~1t1ffli~14~~yg~pfn:~~z~:t~~: .. ~~~~;·~<··;\~~~-·;~.:·J.;f:~ .. -;, 9,376 .. · 

6,296 Patents 759 7,055 10 

Acquisition related costs relating to this acquisition of$1,131 and $1,526 were expensed as incurred during the latter half of the year 
ended February 29, 2012 and during the year ended February 28, 2013, respectively, and are included in acquisition-related costs for 
these respective periods in the consolidated statements of operations and comprehensive income. 

On March I, 2011, Sound tech LLC, a Delaware limited liability company and wholly-owned subsidiary of Voxx, acquired all of the 
issued and outstanding shares of Klipsch Group, Inc. and its worldwide subsidiaries for a total purchase price of $169,599 . The 
acquisition of Klipsch added world-class brand names to Voxx's offerings, increased its distribution 
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network, both domestically nnd abroad, and provided the Company with entry mto the high-end Installallon market at both the 
residential and commercial level. In addition to the Klipsch(R) brand, the Klipsch portfolio includes Jamo®, Mirage®, and Energy@ 

The results of operations of this acquisition have been tncludcd in the consolidated ftnancial statements from the date of acquisition Net 
sales attnbutable to Khpsch m the Company's consolidated statements of operations and comprehensive Income for the years ended 
February 28, 2014 , February 28, 2013 and February 29, 2012 were $167,532 , $174,026 and $169,485 , respectively 

During the fourth quarter of Fiscal 2013, the Company identified an error in the consolidated financial statements for the year ended 
February 29, 2012, related to the Klipsch purchase price_ Accounts payable acquired in the acquisition was incorrectly overstated and 
income taxes payable acquired was understated, which also resulted in an overstatement of goodwill from the purchase price. We 
evaluated the materiality of the error from a qualitative and quantitative perspective_ Based on such evaluation, we concluded that the 
correction was not material to any individual prior period or for the year ended February 28, 2013, taking into account the requirements 
of the Securities and Exchange Commission Staff Accounting Bulletin No_ I 08, "Considering The Effects of Prior Year Misstatements 
in !he Current Yea1 Finam;ial Staternents," or SAB 108. As discussed 111 SABI08, though the error correction does require restating 
consolidated financial statements for prior periods, the error correction does not require the amendment of prior period filings. As a 
result, the accounting correction reduced accounts payable by $1,729 and goodwill by $1,297 and increased income taxes payable by 
$432 on the consolidated balance sheet at February 28, 2013. 

The following table summarizes the final allocation of the purchase price to the fair values of the assets acquired and liabilities assumed 
at the date of the acquisition and adjusted for the error identified in Fiscal2013: 

Acco~ntS-r~c~iv~bl~ :
Inventory 

·.P.r~P~l~.;~f.R9~e~.~~~~~--fi!h~?:.~{[~~~f:¥l~~~-)/?: lf~~;~t~t~~~~{~~)}~~-~:~~J~~~-·;:. ·.: ··: ·; 
Property, plant and equipment, net 

.9.:9:g·~~0i~:~~~:.,~:~~ ?:,: ;~·~;~ ;; -~;~~~-~:~ -:~~;-~;~;~1.;.~;,i·j~:i:~.:~\~·;,~~;:;,{~i.~;.t:i~~~i~~~~~-~it~~~:~~i£:.<~·:~:~~~ ;; ·:· ~-· 
Intangible assetS 

:b~M~~Iff¥~:~e~ · • · ·. 
Total assets acquired 
A.t~bui~ts ·p~y~'bi~ · · · 
Accrued expenses and other liabilities 

Def~tredj~ :ii(lbiliti~; -::.: ~;~:Jtt'\'~i;~'!?;:~i/;J ): 
Net assets acquired 

r.:' .· .... ~ : . 

March 1, 2011 

30,167 

6,347 

82,563 

• -.•. -- • ••·· ·, ·\ ~t~irl1i1r.:.~~i?t~~W#.~~~t:/::':J;o?·6. 
230,319 

13,096 
. ,, ·· .. ·:;;::;:-i::~:'<_;_•'i!/;' .':'."33,557: 

$ 169,599 

During the measurement period, the Company recorded approximately $30,500 of net deferred tax liabilities related to the basis 
difference between the financial reporting value and the tax value, and the adjustments to th.c intangible asset values in connection with 
our preliminary purchase price valuation. In addition, the original purchase price allocation was adjusted by approximately $2,200 
during the quarter ended August 31, 2011 to account for contingent purchase price consideration. As a result of these changes, goodwill 
associated with this transaction was adjusted accordingly. 

The amounts assigned to goodwill and intangible assets for the acquisition arc as follows and adjusted for the error identified in Fiscal 
2013: 
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March 1,2011 Amortization Period (\'ears) 

Goodwill (non-deductible) $ 78,696 NIA 

Tradenames (non-deductible) 49,316 Indefllllle 

Customer relationships 32,000 15 

Patents 1,24 7 13 

$ 161,259 

Acquisition related costs of $374 were expensed as incurred in the year ended February 29, 2012 , and are included in acquisition 
related costs in the accompanying consolidated statements of operations and comprehensive income 

Pro-forma Financial Information 

The following unaudited pro-forma financial information for the years ended February 28, 2013 and February 29, 2012 represents the 
results of the Company's operations as if Hirschmann was included for the full year of Fiscal 2013 and 2012. The unaudited pro-forma 
financial information does not necessarily reflect the results of operations that would have occurred had the Company constituted a 
single entity during such periods. 

;k~t§~l~~ , ..... ·:.~~-;~-<~~. ·~·:·::.·\~~~-~~·:.,;~.:~~-;.·~::.-:~.:~·· , .,·~·r, •! •: .,. ·-·· . :- :~-~-:.; .• ::/;{;~,:~~- ~,.A!:•.~:. •-·· 

Net income 
..... ··. 

Year 
Ended 

February 28, 
2013 

Year 
Ended 

February 29, 
2012 

$ ... :_ ,.: ~L,:::;~~;:!},§-1,~~9,~ !,_, .~J;'t~·\:~;~\':~F!_:yr:.··~§9_;372 
26,624 22,225 

· ·: . · ;, · ~. :~-~-~~-~~~i~--~~f~1~~iJ~:t~I~~1~~I~~-~J;~~~-$}f?;~,J;~~~~~~:~:f:.:~~~-;:~~~~Q. 9~ · 
The above pro-forma results include certain adjustments for the periods presented to adjust the fmancial results and give consideration 
to the assumption that the acquisitions of Hirschmann and Klipsch occurred on the first day of Fiscal 2012 and Fiscal 201 I, 
respectively. These adjustments include costs such as an estimate for amortization and depreciation associated with intangible and ftxed 
assets acquired, additional financing costs as a result of the acquisitions, and the movement of expenses specific to the acquisitions from 
Fiscal 2013 to Fiscal2012, respectively. These pro-fonna results of operations have been estimated for comparative purposes only and 
may not reflect the actual results of operations that would have been achieved had the transactions occurred on the dates presented or be 
indicative of results to be achieved in the future. 

3) Receivables from Vendors 

The Company has recorded receivables from vendors in the amount of $2,443 and $9,943 as of February 28, 2014 and February 28, 
2013 , respectively. Receivables from vendors represent prepayments on product shipments and product reimbursements, as well as a 
balance due from one of the Company's suppliers related to the replacement of remote start devices for Subaru (refer to Note l{o)). 

4) Equity Investment 

The Company has a 50% non-controlling ownership interest in ASA Electronics, LLC and Subsidiary ("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, powers port, and marine vehicles. ASC 810 requires the Company to evaluate non
consolidated entities periodically, and as circumstances change, to determine if an implied controlling interest exists. During Fiscal 
2014, the Co~pany evaluated this equity investment and concluded that this is still a variable interest entity and the Company is not the 
primary beneficiary. AS A's fiscal year end is November 30, 20 l 3 , however, the results of ASA as of and through February 28, 2014 
have been recorded in the consolidated financial statements. 
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!'he Company's share of mcome f10rn ASA for the years ended February 28, 2014 , February 28, 2013 and February 29, 2012 was 
$6,070 , $4,880 and $4,035 , respectively In addition, the Company received cash distributions from ASA totaling $2,960 , $2,256 
and$ [ ,906 during the years ended February 28. 20 14 , February 28, 2013 and February 29, 2012 , respectively 

Undrstnbuted earnings from equity investments mc!uded in retained earnings amounted to $ [ 5,302 and $12,192 at February 28, 2014 
and February 28, 2013 , respectively · 

Net sales transactions between the Company and ASA were $949,$.196 and $633 for the years ended February 28, 20!4, February 28, 
2013 and February 29,2012, respectively. Accounts receivable balances from ASA were $384 and $59 as of February 28, 20!4 and 
February 28, 2013 , respectively. 

5) Accrued Expenses and Other Current Liabilities 

AccrueJ expt!!ISes aad other curreat liabilities consist or tht! following: 

Commissions 

Employee compensation 

Professional fees and accrued sett!~n{enis . ·. ····-··· -~ ,: .. _ . . 

Future warranty 

Freight ~~d d~ty 
Payroll and other taxes 

R~yal ties, ~~ve~(~.i~~.·.~&;?J6K~JifiiDX' ..... ?'YJ:.:;·~;;E; . ·· .. · ·. • 
Total accrued expenses and other current liabilities 

6) Financing Arrangements 

The Company has the following financing arrangements: 

Domestic bank obiigations (a) 
.. ' ·'· ·· .. ··· ... ,,._, 

Euro asset-based lending oblig~ti()ii (b) 

Euro term loan agreement (c) 
Schw~iger in~rtg~g~·(d) :·''?·''''(:'."':"22'_:::,,·~-:~~·:·~'"'''.''·: . ' ·.·· ·· ·· ' ' ... 
Klipsch notes (e) 

Audiovox Germany mortgage (f) · 
Hirschmann I inc of credit (g) 

Total debt 

Less: current portion of long-term debt 
·. :; :·. 

Total long-term debt 

a) Domestic Bank Obligations 

-.,. 

:.::<. 

February 28, 
2014 

$ 481 $ 

26,111 

2,061 

11,033 

3 321·· .. __ ,, . . : 

3,067 
•:J'·:·:•·;';"":··.•:•r:•,: ....... ~--· ..... .. 

13,173 . _ .. · . · .... _ .. 
.·-:-:·_._:_ .. : '1.-

$ 

$ 

$ 

59,247 

February 28, 
2014 

$ 

87,950 $ 
; .. i~.3.762::e:.:,: 

.... . r!O'G"'_,., 
7,855 

7,909 

109,182 

5,960 

103;222 $ 

February 28, 
2013 

787 

18,521 

2,107 

12,788 

2,565 

1,539 

·.,.~; •... )3;2,16 

51,523 

February 28, 
2013 

154,335 

1,341 

695 

!,888 . 
8,388 

8,369 

175,016 

26,020 

148,996 

From March l, 2013 through January 8, 2014, we had a revolving credit facility (the "Credit Facility"). Funds from the Credit 
Facility were used to complete the acquisition of Hirschmann in March 2012, as well as to fund the temporary short-term 
working capital needs of the Company. The Credit Facility had an aggregated committed availability of up to $205,000 , 
consisting of a revolving credit facility of $80,000 ; a $50,000 multicurrcncy revolving facility, of which up to the equivalent 
of$50,000 was available only to VOXX International (Germany) 
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GmbH 111 curos, and a tive year term loan facility in the aggregate pnnctpal amount of $75,000 . S ll 0,000 of the lJ S 
revolvmg cred1t facdity was avadable on a revolving basis for five years from the closing date. An additional $20,000 was 
available dunng the penods from September l, 2012 through January 31, 2013 and from September l, 2013 through 
November 30, 2013. The Credit Factlity included a $25,000 sublimit for 1ssuers of letters of credtt for domest1c borrowings 
and a $10,000 sublnnit for Swing Loans. 

The Credit Faciltty contained covenants that limited the abiltty of certain entities of the Company to, among other thtngs: (1) 
incur additional indebtedness; (ii) incur liens; (iii) merge; consolidate or cxtt a substantial portion of their respecttvc 
busmesses; (iv) make any material change in the nature of their business; (v) prepay or otherwise acquire indebtedness; (vi) 
cause any Change of Control; (vii) make any Restricted Payments; (viii) change their fiscal year or method of accounting; (ix) 
make advances, loans or investments; (x) enter into or permit any transaction with an Affiliate of certain entities of the 
Company; or (xi) use proceeds for certain items. 

On January 9, 2014, the Company amended and restated its Credit Facility (the "Amended Facility"). The Amended Facility 
provides for senior secured credit facilities in an aggregate amount of $200,000 , consisting of a revolving credit facility of 
$200,000 , with a $30,000 multicurrency revolving credit facility sublimit, a $25,000 sublimit for Letters of Credit and a 
$10,000 sublimit for Swingline Loans. The Amended Facility is due on January 9, 2019, however, it is subject to acceleration 
upon the occurrence of an Event of Default (as defined in the Credit Agreement). 

Generally, the Company may designate specific borrowings under the Amended Facility as either Alternate Base Rate Loans 
or LrBOR Rate Loans, except that Swingline Loans may only be designated as Alternate Base Rate Loans. VOXX 
International (Germany) GmbH may only borrow euros, and only as LrBOR rate loans. Loans designated as LlBOR Rate 
Loans shall bear interest at a rate equal to the then applicable LlBOR rate plus a range of LOO - 2.00% based upon leverage, as 
defined in the agreement. Loans designated as Alternate Base Rate loans shall bear interest at a rate equal to the base rate plus 
an applicable margin ranging from 0.00- 1.00% based on excess availability in the borrowing base. As of February 28,2014, 
the interest rate on the facility was 2.28% . 

The Amended Facility requires compliance with financial covenants calculated as of the last day of each fiscal quarter 
consisting of a Total Leverage Ratio and a Consolidated EBIT to Consolidated Interest Expense Ratio. 

The Amended Facility contains covenants that limit the ability of certain entities of the Company to, among other things: (i) 
incur additional indebtedness; (ii) incur liens; (iii) merge, consolidate or exit a substantial portion of their respective 
businesses; (iv) make any material change in the nature of their business; (v) prepay or otherwise acquire indebtedness; (vi) 
cause any Change of Control; (vii) make any Restricted Payments; (viii) change their fiscal year or method of accounting; (ix) 
make advances, loans or investments; (x) enter into or permit any transaction with an Affiliate of certain entities of the 
Company; or (xi) use proceeds for certain items. As of February 28, 2014 , the Company was in compliance with all debt 
covenants. 

The Obligations under the Amended Facility are secured by valid and perfected first priority security interests in liens on all of 
the following: (a)(i) 100% of the capital stock or other membership or partnership equity ownership of profit interests of each 
domestic Credit Party (other than the Company), and (ii) 65% of the voting equity interests and 100% of the non-voting equity 
interests of all present and future first-tier foreign subsidiaries of any Credit Party (or such greater percentage as would not 
result in material adverse federal income tax consequences for the Company); (b) all of (i) the tangible and intangible personal 
property/assets of the Credit Parties and (ii) the fee-owned real property of the Company located in Hauppauge, New York; 
and (c) all products, profits, rents and proceeds of the foregoing. 

No additional funds were borrowed on January 9, 2014, in conjunction with the amendment to the credit facility. As of 
February 28, 2014 , approximately $87,950 was outstanding under the line. Charges incurred on the unused portion of the 
Credit Facility and Amended Credit Facility during the years ended February 28, 2014, February 28, 2013 and February 29, 
2012 totaled $151 , $94 and $596 , respectively, and are included within interest and bank charges on the Consolidated 
Statement of Operations and Comprehensive Income (Loss). 
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1\s a result of the amendment to the Credit Facility, the Company incurred additional debt financing costs of $1,455, which 
arc recorded as defer1ed financmg costs. The Company has accounted lor the amendment as a modificatron of debt and has 
added these costs to the remaining financmg costs related to the original Credit Facility and its amended predecessor o( 
approximately $6,700 These deferred financing costs have been included 111 other assets on the accompanying consolidated 
balance sheets and are being amortized through interest and bank charges over the five year term of the Amended Facility. 
During the years ended February 28,2014 and February 28,2013, the Company amortized $1,377 and $1,210 of these costs, 
respectively 

b) Euro Asset-Based Lending Obligation 

Foreign bank obligations include a financing arrangement entered into in October 2000, totaling 20,000 Euros and consisting 
of a Euro accounts receivable factoring arrangement (see Note l(h)) and a Euro Asset-Based Lending ("ABL") (up to 60% o( 
ehgible non-factored accounts receivable) credit facility for the Company's subsidiary, Audiovox Germany, which expires on 
November I, 2014 The rate of interest is the three month Euribor plus 1.9% ( 2.19% at February 28, 2014 ), and the 
Company pays 0.22% of its gross sales as a fee for the accounts receivable factoring arrangement. As of February 28, 2014 , 
the amount of non-factored accounts receivable exceeded the amounts outstanding under this obligation. 

c) Euro Loan Agreement 

On March 30, 2008, Audiovox Germany entered into a 5,000 Euro term loan agreement. This agreement was for a five year 
term with a financial institution and was used to repay the Audiovox Germany intercompany debt to VOXX International 
Corporation. Interest accrued at a fixed rate of 4.82%. The loan ended on March 31,2013 and has been fully pl!id. 

d) Schwaiger Mortgage 

ln January 2012, the Company's Schwaiger subsidiary purchased a building, entering into a mortgage note payable. The 
mortgage note bears interest at 3.75% and will be fully paid by December 2019. 

e) Klipsch Notes 

Included in this balance is a mortgage on a facility included in the assets acquired in connection with the Klipsch transaction 
on March I, 2011 and assumed by Voxx. The balance at February 28,2014 is $575 and will be fully paid by the end of Fiscal 
2018. 

On April 20, 20 12, the Company purchased the building housing Klipsch's headquarters in Indianapolis, IN for $10,900 . The 
Company paid $3,100 cash at closing and assumed the mortgage held by the seller, Woodview LLC, in the amount of$7,800. 
Wood view LLC was a related party, as certain partners are executives of Klipsch. On June 3, 2013, the Company refinanced 
this mortgage with Wells Fargo for an amount totaling $7,800. The new mortgage is due in May 2023 and the interest rate is 
equal to the !-month LIBOR plus 2.25% . Simultaneously on June 3, 2013, the Company entered into an interest rate swap 
agreement in order to hedge interest rate exposure and will pay a fixed rate of 3.92% under the swap agreement. The balance 
of the mortgage at February 28, 2014 was $7,280. 

f) Audiovox Germany Mortgage 

Included in this balance is a mortgage on the land and building housing Audiovox Germany's headquarters in Pulheim, 
Germany, which was entered into in January 2013. The mortgage bears interest at 2.85% , payable in twenty-six quarterly 
installments through June 2019. 

g) Hirschmann Line o[Credit 

On July 15, 2012, Hirschmann entered into an agreement for a €6,000 working capital line of credit with a financial institution. 
The agreement is payable on demand and is mutually cancelable. The rate of interest is the three month Euribor plus 2% 
( 2.29% at February 28, 2014 ) and the line of credit is guaranteed by VOXX 
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International Corporatron There was no outstandrng balance on the line of credrt as oC i'cbruary 28, 2014 and February 28, 
2013 

The followmg rs a maturrty table for debt and bank obligations outstanding at February 28,2014 

2015 

2016 

20!7 

2018 

2019 

Thereafter 

Total 

5,960 

1,399 

1,399 

4,559 

92,509 

3,356 

109,182 

The weighted-average interest rate on short-term debt was 3.85% and 4.52% for Fiscal 2014 and 2013 , respectively. lnterest expense 
for the years ended February 28, 2014 , February 28, 2013 and February 2 9, 2012 was $5,210 , $6,302 and $3,520 , respectively, of 
which $3,052 was related to the Credit Facility and Amended Credit Facility for the year ended February 28, 20 l 4 . 

7) Income Taxes 

The components of income before the provision for income taxes are as follows: 

·Do.mestic 9tN¥~Y.?.n~ ;, ...... . 
Foreign Operations 

. . ';.0~;;[;~i~~~k~.t1:idt~H~~:· .. 
The provision (benefit) for income taxes is comprised ofthe following: 
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Year 
Ended 

February 28, 
2014 

Year 
Ended 

February 28, 
2013 

Year 
Ended 

February 29, 
2012 



Year Year Year· 
Ended Ended Ended 

February 28, February 28, Fehr·uary 29, 
2014 2013 2012 

------··-- ------
Cuncnt p!OV!Sion 

Federal $ 5,210 $ 8,3-19 $ 

State -146 1,075 

Foreign 2,923 4,327 

Total current pwv is10n $ 8,579 $ 13,75 I $ 
=---=-....:::= 

Deferred (benetit) provision 

Federal $ (5,235) $ 1,739 $ 

Stale (778) 42 

Foreign (2,624) (2,369) 

Total deferred (benefit) provision $ (8,637) $ (588) $ 

Total provision (benefit) 

Federal $ (25) $ 10,088 $ 

State {332) 1,117 

Foreign <:: ..... >: ,;, ·: .. :~. 299 1,958 . 

Total provision (benefit) $ (58) $ 13,163 $ 

The effective tax rate before income taxes varies from the current statutory U.S. federal income tax rate as follows: 

Year 
Ended 

Year 
Ended 

February 28, February 28, 
2014 2013 

,f~·~·'pr~~isiriil ~t Fed~ral statutor}r rates.'/$ ·,· .... '~;~(9;3~?,) {~?\'':·}':::: '':·:;:.~~§.~ ('$ ~f.:t?.:··;I~A19. 
State income taxes, net of Federal benefit 126 (0.5) 637 

¢~ang~ in.yaluation allowance ·· ·.··?..§.~.· · ... :.:;;;~:<'l:({3:~}:, :·•··; . .:' . :·i,(\3,1··. : 
Change in lax reserves (387) 1.5 315 

Worthless stock deduction .(2;(:i§~) •. , ~(tJ:.o. · ·· .. : ·•; . ,. 
Impairment of non-deductible goodwill 11,257 (42.2) 

l]S effects of foreign operations .. · '(82~) ·. 

Permanent differences and other 

Change in tax rate . 

Research & development credits 

Tax credits 

Effective tax rate $ 

2,016 

(614) 
(248) 

(255) . 

(58) 

·· . ..-, 
·.:·ii'. 

.·.·•·· 

-~7:6) 
2.3. 

0.9 

1.0 -----'---
0.2% $ 

. (1,090) 

388 

(270) 

(330) 

13,163 

. 35.0 o/o $ 

1.8 
. 2.9 

0.9 

(3.1) 

Ll 

(0.8) 

(0.9) 

36.9% $ 

Year 
Ended 

February 29, 
2012 

. 13:612' .. 

1,145 

192 

(241) 

(135) 

921 

(885) 

(1,366) 

13,243 

.. 

5,296 

629 

3,324 

9,249 

4,396 

(561) 

159 

3,994 

9,692 

68 

3,483 

13,243 

35.0% 

2.9 
.. 0.5 

(0.6) 

{0.4) 

"'"' ~.:> 

(2.2) 

(3.5) 

34.0% 

The U.S. effects of foreign operations include differences in the statutory tax rate of the foreign countries as compared to the statutory 
tax rate in the U.S. and foreign operating losses for which no tax benefit has been provided. 

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for 
fmancial reporting and tax purposes. Significant components of the Company's deferred tax assets and liabilities are as follows: 
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Deferred tax assets 

Accounts receivable 

Inventory 

Property, plant and equipment 

Accruals and reserves 

Deferred compensation 

Warranty reserves 

Unrealized gains and losses 

Foreign and state operating losses 

Foreign tax credits 

Other tax credits 

Deferred tax assets before valuation allowance 

Less: valuation allowance 

Total deferred tax assets 

Deferred tax liabilities: 

Inta.ngible as~ets . 

Prepaid expenses 

--b~[~;;~dfi~a~cing. f~es . 
Total deferred tax liabilities 

$ 

February 28, 
2014 

575 

2,516 

286 

2,296 

2,563 

3,050 

2,944 

3,616 

5,439 

499 

23,784 

(I 0,347) 

13,437 

. ( "(42,1~5) 

(1,827) 
. (57~) 

(44,591} 

$ 

February 28, 
2013 

419 

2,657 

447 

3,231 

1,298 

3,8ll 

1,696 

3,685 

5,778 

488 

23,510 

(10,413) 

13,097 

(50,723) 

(1,378) 

(in'i)' 
(52,933) 

The Company recorded net deferred tax liabilities of $10,701 in connection with the Hirschmann acquisition for the year ended 
February 28,2013. 

In assessing the realizability of deferred tax assets, Management ccinsiders whether it is more-likely-than-not that some portion or all of 
the deferred tax assets will be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future 
taxable income in those periods in which temporary differences become deductible and/or net operating loss carryforwards can be 
utilized. We consider the level of historical taxable income, schedule<,! reversal of temporary differences, tax planning strategies and 
projected future taxable income in determining whether a valuation allowance is warranted. 

During Fiscal 2014, the Company increased its valuation allowance by approxiinately $66 . The Company maintains a valuation 
allowance against deferred tax assets in certain foreign jurisdictions and with respect to its foreign tax credits and various investments 
which are more likely than not to generate capital losses in the future. 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. 

As of February 28, 2014, the Company has not provided for U.S. federal and foreign withholding taxes of approximately $14,908 on its 
foreign subsidiaries, cumulative undistributed earnings in Germany as such earnings arc indefinitely reinvested overseas. If these future 
earnings are repatriated to the United States, or if the Company determines that such earnings will be remitted in the foreseeable future, 
additional tax provisions may be required. Due to the complexities of the tax laws and the assumptions that would have to be made, it is 
not practicable to estimate the amounts of income tax provisions that may be required. The amount of unrecognized deferred tax 
liabilities for temporary differences related to investments in undistributed earnings is not practicable to determine at this time. 

The Company has various foreign net operating loss carryforwards, state net operating loss carryforwards, and state tax credits that 
expire in various years and amounts through 2034. 

A reconciliation of the beginning and ending amount of unrecognized tax benefits, excluding interest and penalties, is as follows: 
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Balance at February 28, 20 II $ 3,335 

Addrtions in connectron with acqursitrons $ 624 

Additions based on tax positions taken in the current and prior years $ 1,192 

Settlements $ (30) 

Lapse in statute of I imitations $ (4 71) 

Recognrtion of excess tax bcncfrts $ (1,738) 

Balance at February 29,2012 $ 2,912 

Additions based on tax posrtions taken in the current and prior years 8,744 

Additions in connection with acquisitions 

Settlements 

Lapse in statute of limitations (25) 

Recognition of excess tax benefits (168) 

Balance at february 28, 20 13 $ 11,463 

Additions based on tax positions taken in the current and prior years 4,210 

Settlements (29) 

Lapse in statute of I imitations (77) 

Decrease in prior year~. positions .. (1,002) 

Balance at February 28, 2014 $ 14,565 

Of the amounts reflected in the table above at February 28, 2014 , $10,268 , if recognized, would reduce our effective tax rate. At 
February 28, 2014 and February 28, 2013 , the Company accrued $38 and $430 , respectively, for the payment of interest and 
penalties. The Company records accrued interest and penalties related to income tax matters in the provision for income taxes in the 
accompanying Consolidated Statement of Operations and Comprehensive Income (Loss). The balance as .of February 28, 2014 and 
February 28, 2013 was $791 and $753, respectively. The Company is under examination in various jurisdictions. An estimate of the 
range of the reasonably possible change in the unrecognized tax benefit cannot be made. 

The Company, or one of its subsidiaries, files its tax returns in the U.S. and certain state and foreign income tax jurisdictions with 
varying statutes of limitations. The earliest years' tax returns filed by the Company that arc still subject to examination by the tax 
authorities in the major jurisdictions are as follows: 

Jurisdiction 

; .• •, . . .:-~· ~ •• .< • -..~ •.•.•.•. '. •. '··· U,S .. 
Netherlands 

Germany 

8) Other Long-Term Liabilities 

Tax Year 

2010 

2009 

On August 29, 2003, the Company entered into a call/put option agreement with certain employees of Audiovox Germany, whereby 
these employees can acquire up to a maximum of20% of the Company's stated share capital in Audiovox Germany at a call price equal 
to the same proportion of the actual price paid by the Company for Audiovox Germany. The put options become immediately 
exercisable upon (i) the sale of Audiovox Germany or (ii) the termination of employment or death of the employee. The put price to be 
paid to the employee upon exercise will be the then net asset value per share of Audiovox Germany. Accordingly, the Company 
recognizes compensation expense based on 20% of the increase in Audiovox Germany's net assets, subject to certain adjustments 
as defined in the agreement, representing the incremental change of the put price over the call option price. The balance of the call/put 
opllon Included in other long-term liabilities on the Consolidated Balance Sheets at February 28, 2014 and February 28, 20 !3 was $ 
5,156 and $ 4,322 , respectively. Compensation expense for these options amounted to $580 , $534 and $127 for the years ended 
February 28,2014, February 28, 2013 and February 29, 2012, respectively.' 

77 



Also mcludcd tn other long-term l!abiltttcs arc the non-current portiOns of contingent constdcratiOns related to certam acqutsttions ot 
the Company and the non-current portion of a pension liability for Htrschmann employees (see Note 1 0) 

9) Capttal Structure 

The Company's capttal structure is as follows: 

Shares Authorized Shares Outstanding 

Voting 
Par Fchru~ry 28, February 28, February 28, February 28, Rights per Liquidation 

Security Value 2014 2013 2014 2013 Sh~re Rights 

Preferred Stock $ 50.00 50,000 50,000 $50 per share 

Series Preferred 
Stock $ 0.01 1,500,000 1,500,000 

Class A Common Ratably with 
Stock $ 0.01 60,000,000 60,000,000 22,172,968 21,300,670 one Class B 

Class 8 Common Ratably with 
Stock $ 0.01 10,000,000 10,000,000 2,260,954 2,260,954 ten Class A 

The holders of Class A and Class 8 common stock are entitled to receive cash or property dividends declared by the Board of Directors. 
The Board of Directors can declare cash dividends for Class A common stock in amounts equal to or greater than the cash dividends for 
Class B common stock. Dividends other than cash must be declared equally for both classes. Each share of Class 8 common stock may, 
at any time, be converted into one share of Class A common stock. 

Stock held in treasury by the Company is accounted for using the cost method which treats stock held in treasury as a reduction to total 
stockholders' equity and amounted to 1,815,272 and 1,816,132 shares at February 28, 2014 and February 28, 2013 , respectively. The 
cost basis for subsequent sales of treasury shares is determined using an average cost method. As of February 28, 2014 , 1,738,243 
shares of the Company's Class A common stock are authorized to be repurchased in the open market. During the years ended 
February 28,2014, February 28,2013 and February 29,2012, the Company did not purchase any shares. 

lO) Other Stock and Retirement Plans 

a) Restricted Stock Plan 

The Company has restricted stock plans under which key employees and directors may be awarded restricted stock. Awards 
under the restricted stock plan may be performance-accelerated shares or performance-restricted shares. (See Note 1(u)). 

As of February 28, 2014 , approximately 1,700,000 shares of the Company's Class A common stock are reserved for issuance 
under the Company's Restricted and Stock Option Plan. 

b) Supplemental Executive Retirement Plan 

Effective January 30, 2014, the Company established a Supplemental Executive Retirement Plan ("SERP") to provide 
additional retirement income to its Chairman and select executive officers. Subject to certain performance criteria, service 
requirements and age restrictions, employees who participate in the SERP will receive restricted stock awards. The restricted 
stock awards vest on the later of three years from the date of participation in the SERP, or the grantee reaching the age of 65 
years (refer to Note 1(u)). 

c) Profit Sharing Plans 

The Company has established two non-contributory employee profit sharing plans for the benefit of its eligible employees in 
the United States and Canada. The plans are administered by trustees appointed by the Company. No contributions were made 
during the years ended February 28, 2014 , February 28, 2013 and Februaiy 29, 20 I 2 . Contributions required by law to be 
made for eligible employees in Canada were not material for all periods presented. 

78 



-------------------------------------------------

d) 40/(k)_P/ans 

(I) The VOXX International 40 l(k) plan !S for all eligible domest1c employees, with the exception of Klipsch employees, 
who contmued to participate in a separate 40l(k) plan for the years ended February 28,2014, February 28,2013 and 
February 29, :w 12 The Company matches a portion of the participant's contributions after three months of servrce 
under a predetermined formula based on the rarticipant's contribution leveL In February 2008, the Company 
suspended all matching contnbutions to contain operating expenses until economic conditions improved These 
matching contributions were reinstatcu on January I, 2014 Shares of the Company's Common Stock are not an 
investment option in the Savings Plan and the Company does not use such shares to match participants' contributions. 
During the year ended February 28, 2014, the Company contributed, net of forfeitures, approximately $215 to the 
40l(k) Plan 

(2) Klipsch sponsors a 40 l(k) plan for the subsidiary's eligible employees. Any Klipsch employee is eligible to 
participate. Klipsch contributes a matching amount to participants who are at least 21 years of age and have attained 
six months of service as of entry dates of January I or July I. During the year ended February 28, 2014 , the 
Company contributed, net of forfeitures, approximately $153 to the 40l(k) Plan. 

e) Cash Bonus Profit Sharing Plan 

During Fiscal 2009, the Board of Directors authorized a Cash Bonus Profit Sharing Plan that allows the Company to make 
profit sharing contributions for the benefit of eligible employees, for any fiscal year based on a pre-determined formula on the 
Company's pre-tax profits. The size of the contribution is dependent upon the performance of the Company. A participant's 
share of the contribution is determined pursuant to the participant's eligible wages for the fiscal year as a percentage of total 
eligible wages for all participants. During the year ended February 28, 2011, this plan was temporarily suspended and the 
Company elected to pay back previous temporary salary reductions to all employees, in lieu of contributions to the Profit 
Sharing Plan. The plan has remained suspended for the years ended February 28, 2014 , February 28, 2013 and February 29, 
2012 and will be reinstated only after all other suspended benefits of the Company have been restored. 

f) Deferred Compensation Plan 

Effective December 1, 1999, the Company adopted a Deferred Compensation Plan (the Plan) for Vice Presidents and above. 
The Plan is intended to provide certain executives with supplemental retirement benefits as well as to permit the deferral of 
more of their compensation than they are permitted to defer under the Profit Sharing and 401(k) Plan. The Plan provides for a 
matching contribution equal to 25% of the employee deferrals up to $20 . On February 1, 2008, the Company temporarily 
suspended all matching contributions to contain operating expenses until economic conditions improve. The matching 
contributions have remained suspended for the years ended February 28, 2014, February 28, 2013 and February 29, 2012. The 
Plan is not intended to be a qualified plan under the provisions of the Internal Revenue Code. All compensation deferred under 
the Plan is held by the Company in an investment trust which is considered an asset of the Company. The Company has the 
option of amending or terminating the Plan at any time. 

The investments, which amounted to $4,244 and $3,657 at February 28, 2014 and February 28, 2013 , respectively, have been 
classified as long-term marketable securities and are included in investment securities on the accompanying consolidated 
balance sheets and a corresponding liability is recorded with $250 recorded in accrued expenses and the balance in deferred 
compensation which is classified as a long-term liability. Unrealized gains and losses on the marketable securities and 
corresponding deferred compensation liability net to zero in the accompanying consolidated statements of operations and 
comprehensive income. 

g) Defined Benefit Pension Plan 

The Company sponsors an employer financed defined benefit pension plan ("the plan") at its Hirschmann subsidiary, which 
covers eligible regular full-time employees. The plan provides for retirement and disability benefits for participating 
employees, and are only granted if the participating employee is at least 25 years of age and has completed ten years of 
service. The retirement age as it pertains to the plan is 65. Benefits available 
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under the plan arc generally detcrmmed by years of" servtee and the levels of compensation durtng those years In October 
1994, the bcne!its under this plan were closed to new parttcipants and pension benefits continue to accrue only for prevtuusly 
cxisttng plan members sttll employed by Hirschmann. The discount rate used (or the valuatwn of the pcns10n obligation at 
Fcbruaty 28, 2014 and 2013 was 3.3% and 3.7% , respectively. No contributions were made to the plan during the years ended 
February 28, 2014 and 20 IJ and the plan has no assets The unfunded balance of the plan at February 28, 2014 and 2013 ts 
equal to the total plan liability of$7,846 and $6,911 , respectively. 

Following is the reconciliation of the pension benefit obligation for the year ended February 28, 2014 . 

Pension benefit obligation Fiscal 2014 Fiscal 2013 

Beginning balance $ 6,911 $ 5,300 

Interest cost 262 284 

Benefits paid . ( 143) (110) 

Actuarial loss 318 1,437 

Effect of foreign exchange 498 

Ending balance $ 7,846 $ 6,911 

As of february 28, 2014 the following amounts were recognized in the balance sheet and in accumulated other comprehensive 
income: 

Balance Sheet February 28, 2014 February 28,2013 

A~ !l'.~~~~t liabilitY.. . · '- · · ~-< _ : : · :_' X:'· .. :~-~~}?9 ·~,:l ' ·· 157 
As a non-current liability $ 7,667 $ 6,754 

i ;;~~~,;~:~£~~:~I;.~;;·,~-:-;/.'-'''-'~·.\·::.-~2::~-:-;;;It:~,;_:J~ ,~~:i.:::,, ,_:,;,.,;~_.,:.;.~s~-~~~~ ~_L~;:~~I.J;~;i.~@~1:i!~~:~~ZJ:;~{£3.Jl.:·:;;.~~~)iA .. ;.: :. 
Accumu~a~e~()ther Comprehensive Income 

· A~tu~ri~I !2~.s _ ... 

Fiscal2014 Fiscal2013 

$ .· 

Pension expense for Fiscal 20 14 and 20 13 comprised the following: 

Pension expense is recorded within general and administrative expenses on the Consolidated Statement of Operations and 
Comprehensive Income (Loss). 

The benefits expected to be paid by the Company to retirees participating in the plan in each of the next five years and 
thereafter arc as follows: 

2o1sf 179 

2016 236 

2017 236 

2018 286 

2019 286 . 

Thereafter 6,623 

$ 7~846 
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ll) Le11sc Oblie:at1ons 

During 1996, the Company entered into a 30-ycar capital lease for a building with Its principal stockholder and current chairman, which 
was the headquarters of the discontinued Cellular operation Payments on the capital lease were based upon the construction costs of the 
building and the then-current interest rates. The cffccuvc Interest rate on the capital lease obligation is 8%. This lease was refinanced in 
December 2006 and expires on November 30, 2026. The Company currently subleases the building to Airtyme Communications LLC 
for monthly payments of $60 for a term of three years, terminating on October 15, 2015 . Total rental income earned from the sublease 
of this building for the years ended February 28, 2014 , February 28, 2013 and February 29, 2012 was $634 , $573 and $531 , 
respectively. We also lease another facility from our principal stockholder which expires on November 30, 2016. 

The Company leases certain facilities from its principal stockholder. At February 28, 2014 , minimum annual rental payments on these 
related party leases, including capital lease payments, which are included in the table below, are as follows: 

2015 

2016 

2017 

2018 

2019 

Thereafter 

·· .. ; .. 

$ 

Total lease payments required under all related party leases for the five-year period ending Febmary 28, 2019 are $5,264 . 

1,377 

1,402 

1,223 

631 

631 

5,206 

At February 28, 2014 , the Company was obligated under non-cancellable capital and operating leases for equipment and warehouse 
facilities,for.minimum annual rental payments as follows: · 
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2015 

2016 

2017 

2018 

$ 

Capital 
Lease 

574 

574 

588 

Operating 
Leases 

$ 7,705 

3,246 

2,063 

400 

2019 

Thereafter 

1,260 

1,261 

5,206 

282 

676 

Total minimum lease payments 

Less: minimum sublease income 

9,463 

1,200 

$ 14,372 

Net 

Less amount representing interest 

8,263 

1,919 

Present value of net minimum lease payments 

Less: current installments included in accrued expenses and other current liabilities 

·Long-term capital obligatio~ 

6,344 

230 
. 6,114 

Rental expense for the above-mentioned operating lease agreements and other leases on a month-to-month basis was $5,474 , $5,531 
and $4,797 for the years ended February 28, 2014, February 28,2013 and February 29,2012, respectively. 

12) Financial Instruments 

a) Off-Balance Sheet Risk 

Commercial letters of credit are issued by the Company during the ordinary course of business through major domestic banks 
as requested by certain suppliers. The Company also issues standby letters of credit principally to secure certain bank 
obligations and insurance policies. The Company had $0 and $273 open commercial letters of credit at February 28, 2014 and 
2013. Standby letters of credit amounted to $717 and $817 at February28, 2014 and 2013. The terms of these letters of 
credit are all less than one year. NQ materialloss is anticipated due to nonperformance by the counter parties to these 
agreements. The fair value of the standby letters of credit is estimated to be the same as the contract values based on the short
term nature of the fee arrangements with the issuing banks. 

At February 28, 2014 , the Company had unconditional purchase obligations for inventory commitments of $93,80 I . 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. 

b) Concentrations o(Credil Risk 

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist principally of trade 
receivables. The Company's customers are located principally in the United States, Canada, Europe and Asia Pacific and 
consist of, among others, distributors, mass merchandisers, warehouse clubs and independent retailers. The Company 
generally grants cre.dit based upon analyses of customers' financial condition and previously established buying and payment 
patterns. For certain customers, the Company establishes collateral rights in accounts receivable and inventory and obtains 
personal guarantees from certain customers based upon management's credit evaluation. Certain customers in Europe and 
Latin America have credit insurance equaling their credit limit. 

At February 28, 2014 and February 28, 2013 , one customer accounted for approximately 18% and 32% of accounts 
receivable, respectively. During the year ended February 29, 2012 one customer accounted for 10.3% of net sales. No one 

· customer account for more than l 0% of net sales during the years ended February 28, 2014 or 2013 . The Company's five 
largest customers represented 29% of net sales during the year ended February 28, 2014 , 28% for the year ended February 28, 
2013 and 26% for the year ended February 29, 2012 . 
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A port1on of the Company's customer base may be susceptible to downturns 111 the retail economy, particularly 111 the consumer 
electronics industry. Additionally, customers spccmliz111g 111 certa111 automotive sound, security and accessory products may be 
impacted by 11uctuations in automotive sales 

13) Financial and Product Tnrormation About Forc1gn and Domestic_{)peratlons 

Segment 

In connection with recent acquisitions, effective December I, 2012, we reorganized our rinancial reporting into three distinct operating 
segments based upon our products and our internal organizational structure. The three operating segments, which arc also the 
Company's reportable segments, are Automotive, Premium Audio and Consumer Accessories. 

Our Automotive segment designs, manufactures, distributes and markets rear-scat entertainment devices, satellite radio products, 
automouve security, remote start systems, digital TV tum:rs, muuile a11termas, muuile multimedia devices, aflermarkt:t/OE-styled 
radios, car link-smartphone telematics application, collision avoidance systems and location-based services. 

Our Premium Audio segment designs, manufactures, distributes and markets home theater systems, high-end loudspeakers, outdoor 
speakers, iPod/computer speakers, business music systems, cinema speakers, flat panel speakers, bluetooth speakers, soundbars, 
headphones and DLNA (Digital Living Network Alliance). 

Our Consumer Accessories segment designs and markets remote controls; rechargeable battery packs; wireless and bluetooth speakers; 
personal sound amplifiers and iPod docksliPod sound, AJV cotmectivity, portable/home charging, reception and digital consumer 
products. 

Each operating segment is individually reviewed and evaluated by our Chief Operating Decision Maker (CODM), who allocates 
resources and assesses perfonnance of each segment individually. Prior to December I, 2012 our CODM reviewed financial 
information presented on a consolidated basis, accompanied by disaggregated information about revenues for purposes of making 
operating decisions and assessing financial performance. 

The Company's Chief Executive Officer has been identified as the CODM. The CODM evaluates performance and allocates resources 
based upon a number of factors, the primary profit measure being income before income taxes of each segment. Certain costs and 
royalty income are not allocated to the segments and are repotied as Corporate/Eliminations. Costs not allocated to the segments 
include professional fees, public relations costs, acquisition cost and costs associated with executive and corporate management 
departments including salaries, benefits, depreciation, rent and insurance. 

The segments share many common resources, infrastructures and assets in the normal course of business. Thus, the Company does not 
report assets or capital expenditures by segment to the CODM. 

The accounting principles applied at the consolidated financial statement level are generally the same as those applied at the operating 
segment level and there are no material intersegment sales. The segments are allocated interest expense, based upon a pre-determined 
formula, which utilizes a percentage of each operating segment's intercompany balance, which is offset in corporate/eliminations. 

Prior period disclosure of net sales by product category has been reclassified to conform to the new operating segment structure which 
had no impact on our consolidated financial statements. Segment data for each of the Company's segments arc presented below: 
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Fiscal Year Ended February 28, 2014 

Net sales 

Equity in income of equity investces 

Interest expense and bank charges 

Depreciation and amortization expense 

Income (loss) before income taxes 

Fiscal Year Ended February 28,2013 

Net sales 

Equity in income of equity investees 

Interest expense and bank charges 
. . . . 

Depreciation and amortization expense 

Income (loss) before income taxes 

.: :· /• 'I ';-: • , .. .',.' .. ~ , J, i;.o,, " 

Fiscal Year Ended February 29,2012 

Automotive 

$ 412,531 

6,070 

7,166 

8,442 

18,873 

$ 416,557 

4,880 

7,414 

8,579 

14,378 

Premium 
Audio 

$ 189,208 

8,219 

3,611 

(34,337) 

$ 192,987 

7,651 

3,548 

16,983 

Consumer 
Accessories 

$ 206,319 $ 

9,988 

2,412 

(11,652) 

$ 224,701 $ 

9,753 

2,575 

3,486 

Corporate/ 
Eliminations 

1,651 

(17,979) 

1,718 

461 

1,332 

(16,530) 

.. 1,744 

808 

Total 
------

$ 

$ 

809,709 

6,070 

7,394 

16,183 

(26,655) 

835,577 

4,880 

8,288 

16,446 

35,655 

;i'{~t.¥(~·~::(~!,~i~~ :;~.,_: • ... <$ ".· , 291!231.·. $ 191,427 : $ · ·221:518 · $.. •i!~~6:7{.i.l 70,7,06~ · 

Equity in income of equity investees 4,035 4,035 
':I'.n'_"t'e:·;·rr"e''"s .. "'t·-.:;mex'"'p.~e:1ns1~·'•e".··an·'·,;;,; .b. 'an·'> k .... c·. h···ar; ··.ges· .·.,. .. : · . ' . .. ....... ·.. . .... ... . .. ........ ... . . .. . .. .. , ... · ..... ,. .. ... , .. , ........ , ... , ... -,\~"'-· · 
. , ..................... u... .. . . .. ..:~·_.,,,.,,·~:·· '·.~:·;4!·894·: ... , .. , ·:8;8~6'-''.'c:'·,,, ··. '':'9~?~·2·~·:>,.!':·::i·:'":;(i.;t§g~r~::::c~::~·: '.}.630. 
Depreciation and amortization expense 1,654 3,989 2,742 1,910 10,295 

ii~?~.hl~Jjpj!).'.~~f~~~~Ln.~.orp.e t~.e~. ' . l. ; ;.;.,. =.: .. .-.. ;~-~,,~,jx~., .~;;,~?,~?§~,:>.,:;.,;:,.)~1Aif.,..:,,:~:\ ,,,;,;,;:,, .. ,~'·!is,~).,, ,, ,-,;r.L?;;,,~~i.(i~~j:Q)11;iit;~~:;,. :J~!8.9i ... 

No one customer accounted for more than 10% of consolidated net sales during the years ended February 28, 2014 and 2013 . One 
customer accounted for more than 10% of consolidated net sales during the year ended February 29, 2012. Such customer sales of 
$72,574 are recorded in the Automotive, Premiwn Audio and Conswner Accessories segments during the year ended February 29, 
2012. . . 

Geographic net sales information in the table below is based on the location of the selling entity. Long-lived assets, primarily fLXed 
assets, are reported below based on the location of the asset. 

Fiscal Year Ended February 28, 2014 

North 
America 

Latin 
America Germany Ot!Jer Total 

tfffi~~~~~t~~~1;~~~.:{/'.·:···· ·: · . ,, ... -,;:: .. :,,>J:;,:;(·::=t~?1f.;~n.:c .·::::·.i,~.-\\:•::j1,:.,,1P.~··.;Y.~,):,:~~~.?,-.??{;<:::'}.~ .. :,.:;;,~;i~f.UKJ1§~itf::~9?.,Jo.9:; 
Long-lived assets 216,645 13,861 144,871 95 375,472 

r • ,•, • < "••l' t·",', •;t·,• '' .0' ·; • ' "'· :•) ;', :"..Jt,' I • ' '·~: ' :-;;:•.:: 

:: <l.l ~-~. '•'.·· .... ::· :~> ~ ·.. . ... .·· 
-~~~·~:-: ::- ,. . ; .. 
Fiscal Year Ended February 28,2013 
N-~i·~~les ::~·:: ,;,~ · 
Long-lived assets 

Fiscal YearEnded February 29,2012 

Net sales 

Long-lived assets 

14) Contingencies 

$ 575,481 

274,527 

$ 585,293 

265,870 

$ 

$ 

84 

. . 

~27,090 

11,983 

26,728 

7,405 

$ 

$ 

229,033 

141,663 

90,042 

19,748 

$ 

$ 

. ,_: .. > 

3,973 

113 

4,999 

174 

.·. 

.:$ .. 83.5577 
428,286 

$ 707,062 

293,197 



The Company IS currently, and has m the past been a pat1y to vanous routine legal proceedings mctdcnt to the ordtnary course of 
busmess. If management determines, based on the underlymg facts and circumstances, that 1t is probable a loss will result liom a 
litigatton contingency and the amount of the loss can be reasonably estimated, the estimated loss is acctued for. The Company believes 
Its outstanding llttgatwn matters dtsclosed below will not have a material adverse effect on the Company's financial statements, 
individually or in the aggregate; however, due to the uncertain outcome of these matters, the Company disclosed specific matters as 
outlined below 

The products the Company sells arc conttnually changing as a result of improved technology. J\s 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 litigatwn, 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. As of February 28, 2014 , the Company has recorded approximately $1,200 related to the potential infringement of certain 
patents for which the Company has been approached by third parties and has made a payment of $265 in settlement of one claim. No 
legal action has been taken against the Company as of February 28, 2014 related to these alleged infringements and the Company is 
currently. consulting with legal counsel and engaging in discussions with the remaining third parties in question in order to determine 
whether infringement has taken place and to remediate such issues, if necessary. The Company believes the remaining accrual is a 
reasonable estimate of the expenditures required to resolve these matters. 

The Company has been a plaintiff in a class action lawsuit against several defendants relating to the alleged price fixing of certain thin 
film transistor liquid crystal display flat panels and certain products containing these panels purchased between the years 1999 and 
2006, and the violation of U.S. antitrust laws. This class action suit was decided in favor of the plaintiffs and in July 2013, the judge in 
the case ordered the distribution of the settlement funds that had been ordered to be put aside by the defendants. Voxx received a sum of 
$5,643 , which has been recorded in "Other Income (Expense)" in the Consolidated Statement of Operations and Comprehensive 
Income (Loss). 

The Company was party to a breach of license agreement lawsuit brought against it by MPEG LA, LLC ("MPEG"). In June 2012, the 
Company reached an agreement with MPEG and agreed to a settlement of $13,096 in final resolution of the matter. As a result of this 
seitlerneni, the Company recorded a ·charge of $9,475 during the nine month:> ended November 30, 2012 ( $3,621 had been estimated 
and recorded by the Company in Fiscal2012). The charge was recorded in "Other (Expense) Income" in the Consolidated Statement of 
Operations and Comprehensive Income (Loss). The Company has sought indemnification from its suppliers for royalty payment.~ 
previously paid to them that it maintains they were responsible to remit to MPEG and has vigorously pursued its option under its 
indemnification agreem~nts. The Company completed negotiations with one vendor for an amount of $1, II 0 during the first quarter of 
Fiscal 2013, which was recorded as an offset to the settlement expense as a recovery in "Other (Expense)lncome" on the Consolidated 
Statement of Operations and Comprehensive Income (Loss), for a net charge of $8,365 for the nine months ended November 30, 2012. 
Additional recoveries of $5,689 were negotiated and recorded by the Company during the fourth quarter of Fiscal 2013. For the year 
ended February 28, 2014 , no additional recoveries have been recorded related to this lawsuit and the Company is not aware of any 
additional vendors that it may recover funds from related to this matter. 

IS) Unaudited Quarterly Financial Data 

Selected unaudited, quarterly financial data of the Company for the years ended February 28, 2014 and February 28, 2013 appear 
below: 
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2014 

Net sales 

Gross proftt 

Net income (loss) 

Net income (loss) per common share (basic) 

Net income (loss) per common share (diluted) 

2013 

Net sales 

'Gross pr()fit 

Net income 
·-····.·.··· .. '.'·.··.·' 

........ :··· .~ .-- ·-~ .--~···. ' .... 
... : .. ·. •'···· 

Net income per common share (diluted) 

Feb 28,2014 

$ 187,105 

52,896 

(49,026) 

(2.0 I) 

(2.01) 

Feb 28, 2013 

$ 206,790 

61,691 

10,270 

0.44 

0.43 

Quarters Ended 

Nov 30,2013 Aug 31,2013 May 31,2013 
------

$ 245,814 $ 183,818 $ 192,972 

68,798 54,102 54,452 

15,424 4,863 2,142 

0.63 0.20 0.09 

0.63 0.20 0.09 

Quarters Ended 

Nov 30,2012 Aug 31,2012 May 31, 2012 

$ 243,036 $ 191,715 $ 194,036 

69,94~ 54~686 50,496 
13,202 3,720 (4,700) 

.. ... - ·.": .. < }~; .. .. , ....•. ..... : .. . .. · . •' ~ : , ...... 

0.56 0.16 (0.20) 

Net income per common share is computed separately for each quarter. Therefore, the sum of such quarterly per share amounts may 
differ from the total for the years. 

16) Subsequent Events 

In March 2014, the Venezuelan government opened a new exchange control mechanism, SICAD 2, which may be available to all 
entities for all transactions. The SICAD 2 rate does not supersede the SICAD 1 rate, which opened in January 2014, or the country's 
official exchange rate of6.30 Venezuelan Bolivar Fuertes (refer to Note l(p)). On the opening date of March 24,2014, the bolivar sold 
for an average of 51.86 bolivars to the U.S. dollar through the SICAD 2 market based exchange mechanism. The Company is currently 
evaluating the impact of these changes on its business. A foreign exchange loss in Fiscal 2015 may ultimately result from this 
evaluation. 
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SCHEDULE !l 
AUDIOVOX CORPORATION AND SUBSlD!ARIES 

Valuation and Qualifying Accounts 
Years ended February 28,2014, February 28,2013 and February 29, 2012 

(/11 thousands) 

ColumnA Column B Column C ColumnD Column E 

Description 

Year ended February 28, 2014 

Allowance for doubtful accounts 

Cash discount allowances 

Accrued sales incentives 

Reserve for warranties and product repair costs 

Y car ended February 28, 2013 

Ailowance for doubtful accol!nts . · · 

Cash discount allowances 

Accrued sales iticentives . · 

Balance at 
Beginning 

of Year 

$ 7,840 $ 

1,231 
16;&21 . 

14,551 

$ 40,443. •' $ 

. $ ....... :-A/iJ?, . $ 
1,465 

· .. i8)'54 · · 
· .. ' ·•··· .. , . ,_ .. ~ ... 

Gross 
Amount 

Charged to 
Costs and 
Expenses 

4;170 $ 

28,993 

37,li4 

14,144 

84,421 $ 

~.!70 $ 
26,246 

....... 
35,636 

Reserve for warranties and product repair costs (b) 8,795 13,798 

Reversals of 
Previously 
Established 

Accruals 

(1,990) 

( 1,990) 

., (3,350) 

. -:'(3,350) · ,,,r. ·' ·'; · -····.· :: .;. ,- · ·;-· · : · · · ->·:,,•:-'j··~'1\:~$~~~tm'·"14Ji's'f'l<'i$::t:~t;vr~J)~Jsd·~:.$ · 
==~~,;.. 

Year ended February 29, 2012 

'Allowance foi- dO_IJbtfu) accounts ; . . . · .. · •. : ; :~.··i(_:::,:}.:}~!1?fi;$:>:•;_:- .:_ . : I ,Q67 .• $ .· 

Cash discount allowances 885 28,723 

·;.~tiJdci ~~i~iii1ceiitiv~s ·. __ ,,. -... ,_ . ,·:;!:),:;~y~~~ir~~ft~-:~JI~!111.H~tif:F1Jf1:~~~o.:s~o e\' · ,_. ': '' 10,662) 

Reserve for warranties and product repair costs (b) 9,051 I 1,839 

$ 

$ 

$ 

$ 

$ 

Deductions 
(a) 

Balance 
at End 
of Year 

5,121 $ 6,889 

29,035 1,189 

34,544 17,40 I 
16,217 12,478 

84,917 $ 37,957 
==~= 

2,067 $ .. ·. ;7.~~9 
26,480 1,231 

33,619 16;8?1 
8,042 14,551 

70)01! . :.:$ 40,443' 

1;5QQ.' $ 5)737' 
28,143 1,465 

40,985 .' 18,'154; 

12,095 8,795 

(3,662) $ 82,732 '$ 34,151 · · · · · .. · · · · --~- · · · · . . . . . .· .-:·: :·.:r:;;,:~~~;$ .. (~\~:~ff~~-:Q:~§~~~;[$:f;:;'-;<i.:27.A49. : ~"'$=_···~· ========== ========== ======= 
(a) For lhc allowance for doubtful accounts, cash discount allowances, and accrued sales incentives deductions represent currency effects, 

charge backs and payments made or credits issued to customers. For the reserve for warranties and product repair costs, deductions represent 
currency effects and payments for labor and parts made to service centers and vendors for the repair of unit~ returned under wananty. 

(b) Column C includes $1,480 of liabilities acquired during our Klipsch acquisition for Fiscal2012 and $1,799 ofliabilities acquired during our 
Hirschmann acquisition for Fiscal2013. 
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Exhibit 
Numhcr 

3.1 

3.2 

3.3 

10.1 

21 

23 

31.1 

3!.2 

32.1 

32.2 

99.1 

99.2 

99.3 

99.tl 

101 

Description 

Amended and Restated Certificate of Incorporation of the Company as filed with the Delaware Secrcta1y of State on April 
17, 2000 (111corporated by reference to the Company's Annual Report on Form 10-K for the year ended November 30, 2000) 

Certificate of Ownership and Merger (incorporated by reference to the Company's Form 8-K flied on December 6, 20 II). 

Amended and Restated Bylaws of the Company (incorporated by reference to the Company's Form 8-K filed on December 6, 
2011) 

First amendment dated as ofNovember 29,2012, to Amended and Restated Credit Agreement, among VOXX International 
Corporation, as Parent and certain of its directly and indirectly wholly-owned subsidiaries with, Wells Fargo Bank, National 
Association as Administrative Agent, Fifth Third Bank and HSBC Bank USA N. A., as Co-Syndication Agents and Citibank, 
N. A. and RBS Citizens, N. A, as Co-Documentation Agents (incorporated by reference to the Company's Form 10-K filed 
on May 15, 2013). 

Subsidiaries of the Registrant (filed herewith). 

Consent of Grant Thornton LLP (filed herewith). 

Certification of Principal Executive Officer Pursuant to Rule 13a-14(a) and rule l5d-l4(a) ofthe Securities Exchange Act of 
1934 (filed herewith). · 

Certification of Principal Financial Officer Pursuant to Rule 13a-14(a) and rule 1Sd-14(a) of the Securities Exchange Act of 
1934 (filed herewith). 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of2002 
(furnished herewith). 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of2002 
(furnished herewith). 

Consolidated Financial Report of Audiovox Specialized Applications LLC (ASA) as of November 30,2013 and 2012 and for 
the Years Ended November 30, 2013, 2012 and 2011 (filed herewith). 

Consent of McGladrey LLP (filed herewith). 

Audit Opinion ofMcGiadrey LLP (filed herewith) 

Consent of Grant Thornton LLP (filed herewith). 

The following materials from VOXX International Corporation's Annual Report on Form 10-K for the period ended February 
28,2014, formatted in eXtensible Business Reporting Language (XBRL): (i) the Consolidated Balance Sheets, (ii), the 
Consolidated Statements of Income, (iii) the Consolidated Statements of Cash Flows, and (iv) Notes to Consolidated 
Financial Statements. 

(d) All other schedules are omitted because the required information is shown in the financial statements or notes thereto or because they are not 
applicable. 
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SIGNATURES 

Pursuant to the rcquu ements or Sec lion l 3 or 15( J) of the Securities Exchange Act or 1934, the registrant has duly caused th1s report to 
be s1gned on 1ts behalf by the undersigned, thereunto duly auth01 iLcd. 

May 14, 20I4 

VOXX INTERNATIONAL CORPORATION 

By: Is! Patrick M. Lavelle 

Patrick M Lavelle, 

President and Chief Executive Officer 
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Pursu<Jnt to the requirements of the Secunties Exchange Act of 1934. this report has been stgned below by the f"ollow111g persons un behalf of the 
regtsttant and 111 the capacllies and on the dates indicated 

Signature 
----------------------

!sf Patrick M. Lavelle 
Patrick M Lavelle 

!sf Charles M. Stoehr 
Charles M. Stoehr 

-----------------------

------------------------------------------

Is! John J. Shalam 
John J. Shalam ------------------------------------------

Is/ Paul C. Kreuch, Jr. 

Title 

President; Chief Executive O!Tteer 
(Principal Executive Officer) and Director 

Senior Vice President, 
Chief Financial Officer (Principal 
Financial and Accounting Officer) and Director 

Chairman of the Board of Directors 

Paul C. Kreuch, Jr. Director 
--------~~------------------------------

/s/ Stan Glasgow 
Stan Glasgow Director 
------~-----------------------------

Is/ Peter A. Lesser 
Peter A. Lesser 

Is! Ari Shalam 
Ari Shalam ------------------------------------------

/s/ Fred Klipsch 

Director 

Director 

Fred Klipsch Director 
----~-------------------------------
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Date 

May 14,2014 

May 14,2014 

May 14,2014 

May 14,2014 

May 14,2014 

May 14,2014 

May 14,2014 

May 14,2014 



Subsidiaries 

VOXX Accessories Corp. 

VOXX Electronics Corporation 

Audiovox Atlanta Corp. 

Audiovox Venezuela C.A. 

Audiovox German Holdings GmbH 

Audiovox Canada Limited 

Audiovox Mexico, S de RR de CV 

Klipsch Holding, LLC 

VOXX Hirschmaru1 Corporation 

Exhibit 21 

SUBSIDIARIES OF REGISTRANT 

Jurisdiction of Incorporation 

Delaware 

Delaware 

Georgia 

Venezuela 

Germany 

Canada 

Mexico 

Delaware 

Delaware 



EXHIBIT 23 

CONSENT OF INDEPENDENT HEGISTERED PUBLIC ACCOUNTING FIRM 

We have issued our reports dated May 14, 2014 , with respect to the consolidated fmancial statements, schedule and 
internal control over financial reporting included in the Annual Report of Voxx International Corporation and 
subsidiaries on Fonn 10-K for the year ended February 28, 2014 We hereby consent to the incorporation by reference 
of said reports in the Registration Statements of Voxx International Corporation on Form S-3 (File No 333-187427) and 
Forms S-8 (File No. 333-162569, File No. 333-138000, File No 333-131911, File No 333-36762, and File No. 333-
82073). 

Is/ GRANT THORNTON LLP 

New York, New York 
May 14, 2014 



CERf!FlCATION PURSUANT TO RULE 13a-14(a) AND RULE 15d-14(a) 
OF THE SECUR!TfES EXCHANGE ACT OF 1934 

I, l'atnck M. Lavelle, Prcstdcnt and Chief Executtvc Ofllcer of Audtovox Corporatton, ccrttfy that 

I. I have reviewed this annual report on form I 0-K of Audio vox Corporation (the "Company"); 

Exhibit 31.1 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the 
period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial mformatton included in this report, fairly present in all material 
respects the financial condition, results of operations and cash !lows of the registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act 
Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supetvision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this report is being prepared; 

b. Designed such internal controls over financial reporting, or caused such internal control over financial reporting to be designed 
under our supetvision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on 
such evaluation; and 

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the 
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially 
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent 
functions): 

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial 
information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role m the 
registrant's internal control over financial reporting. 

May 14,2014 

Is/Patrick M. Lavelle 

Patrick M. Lavelle 



CERTIFICATION PURSUANT TO RULE 13a-14(a) AND RULE 15d-l4(a) 
OF THE SECURJTIES EXCHANGE ACT OF 1934 

--------------

Exhibit 31.2 

I> c Michael Stoehr, SeniOr Vice President and Chief hnanclal Officer or i\udiOVOX Col jJLll atJOil, CCitify that 

I have reviewed this annual report on Form 10-K of Audiovox Corporation (the "Company"); 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were Inade, not misleadmg with respect to the 
pcnod covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying ofiicer and I arc responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules l3a-l5(e) and l5d-l5(e)) and internal control over financial reporting (as defined in Exchange Act 
Rules l3a-IS(f) and lSd-lS(t)) for the registrant and have: 

5. 

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this report is being prepared; 

b. Designed such internal controls over financial reporting, or caused such internal control over financial reporting to be designed 
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on 
such evaluation; and 

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the 
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially 
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and 

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent 
functions): , .,1,.) 

,,:!tpJ ', 

a. All significant deficiencies and materlaJ weaknesses in the design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial 
information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant's internal control over financial reporting. 

May 14,2014 

Is/ C. Michael Stoehr 

C. Michael Stoehr 



CERTIFICATION PURSUANT TO 
18 U.SC SECTfON 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SAIUJANFS-OXLEY ACT OF 2002 

Exhihit 32.1 

In connect ton with the Annual Report of Audio vox Corporation (the "Company':) on Form 10-K for the pcnod ended February 28, 2014 (the 
"Report") as filed with the Securities and Exchange Commission on the date hereof,!, Patrick M. Lavelle, Prestdcnt and Chief Executive Officer 
of the Company. certify, pursuant to 18 US C. Section 1350, as adopted pursuant to Section 906 of the Sat banes-Oxley Act of 2002, that 

I) The Report fully com pi ies w1th Section 13(a) or IS( d) of the Secunties Exchange Act of 1934; and 

2) The infonnation contained in the Report fairly presents, in all material respects, the financial condition and results of operations uf 
the Company. 

May 14,2014 

/s/ Patrick M. Lavelle 

Patrick M. Lavelle 

*A signed original of this written statement required by Section 906 has been provided to Audio vox Corporation and will be retained by 
Audiovox Corporation and furnished to the Securities and Exchange Commission or its staff upon request. 

The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of 
Section 1350, Chapter 63 of Title 18, United States Code) and is not being filed as part of the Form 10-K or as a separate disclosure document 



CERTIFICATION PURSUANT TO 
I8 USC SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF TilE SARBANES-OXLEY ACT OF 2002 

Exhibit 32.2 

In connection wtth the Annual Report of Audiovox Corporation (the "Company") on rorm 10-K for the period ended February 28, 2014 (the 
"Report") as filed with the Securities and Exchange Commission on the date hereof, I, C. Michael Stoehr, Senior Vice President and Chief 
financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 
2002, that: 

I) The Report fully complies with Section 13(a) or 1 S(d) of the Securities Exchange Act of 1934; and 

2) The information contained in the Report fairly presents, in all material respects, the financial condition and r~sults of operations of 
the Company. 

May 14,2014 

Is/ C. Michael Stoehr 

C. Michael Stoehr 

*A signed original of this written statement required by Section 906 has been provided to Audio vox Corporation and will be retained by 
Audiovox Corporation and furnished to the Securities and Exchange Commission or its staff upon request. 

The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Ox1ey Act of 2002 (subsections (a) and (b) of 
Section 1350, Chapter 63 of Title 18, United States Code) and is· not being filed as part of the Form 10-K or as a separate disclosure document 
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Grant Thornton 

REPORT OF INDEPENDENT REGISTERED PlJllLIC ACCOUNTING FIRM 

Members 
ASA Electronics, LLC and Subsidiaries 

Grant Tho.-nton LLI' 
175 W Jackson Boulevard, 20th Floor 

Chicago, IL 60604-2687 

T 3! 2 856 0200 
F 312 5654719 

We have audited the accompanying consolidated balance sheet of ASA Electronics, LLC and Subsidiaries (the Company) as of 
November 30, 2013, and the related consolidated statements of income, members' equity and cash flows for the year then ended. 
These consolidated financial statements are the responsibility of the Company's management. Our responsibilitY is to express an 
opinion on these consolidated financial statements based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial 
statements are free of material misstatement. The Company is not required to have, nor were we engaged to perform an audit of its 
internal control over financial reporting. Our audit included consideration of internal control over financial reporting as a basis for 
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements, 
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position 
of ASA Electronics, LLC and Subsidiaries as ofNovember 30,2013, and the results oftheir operations and their cash flows for the 
period ended November 30, 2013, in conformity with accounting principles generally accepted in the United States of America. 

Chicago, Illinois 
January 24, 2014 

Granl Thornton LLP 
U.S. member fim1 of Grant Thornton !ntermtional I .td 



ASA Electronics, LLC and Subsidiaries 

Consolidated Balance Sheets 
November 30, 2013 and 2012 

ASSETS 

Current Assets 

Cash and cash equivalents 

Available-for-sale securities 

Trade receivables, net 

Receivables - related party 

fnventories 

Prepaid expenses and other current assets 

Prepaid expenses.- related party 

Total current assets 

·: .··: 

Leasehold Improvements and Equipment at depreciated cost 

$ 

r . . · · · .. -.. _~; -. ·.-.:~~-~-:~::-_;{::J)t~~r~f~i&~®~~~f{~~f.f~~~~;~ii~r~-~:):~--~_::.: : .. ~-} 
Intangible Assets, trademark rights 

2013 

ll,307,826 $ 

6,000,000 

7,051,656 

1,000 

16,715,722 

553,924 

45,457 

41,675,585 

2,394,300 

2,742,123 

46,812,008 ·.:···.·$. r.:·'~~··:"··· ···.~\.>.~:::;$A~J;;~~L~t1i~~~~~~::t~j.;~>~1,;,$,;.,;:.~_,;,).;;,~-::~=-.;====~~==~ 

2012 

5,899,638 

4,000,000 

7,506,435 

17,196,037 

455,051 

-· 44;645 

35,101,806 

. ~. ·, .. 
2,019,338 

.. . '::;, :~>~; -~{.f.:)_~i)]'l~&}Y..:~ 
2,742,123 

· . ,: :U3Q,s§;J;267: 

'
c.·.· ~-i-r. ·.e.·.·.··_ri ... i ·.~i~b-it ities : ~ --~{~ <= -:f:·: ~~:~-~~~1ili1f~~ ... ~~/:([1~~~\!f~1~~t!~_:::;_~-:-~;~:~:~;y·:·:·:·.;·_·:· · _: · , .. · .· .· :.: ... · ·. ·.·.·.:.:::~-~_:j,~J.~-i:;_::.I~~~J.~· ... ~:r .. ;~.:.: . -"' ,.,_, ······"l . .'l:.-•. .,j,t:;:~ •• ~ .. ~~.<"J:\l-=~~~;;.1~,";.,-.a~ .•. , ........ -.. .. : .... .:.~_:(...~ .... ".,,,. ·-- -.- - - ~ - - -·~ -

Accounts payable $ 1,339,931 $ 

;Ai~d~t; payable- related r~t§ ::·:;;:< .. :';,{t~}~~~.r§~l~~K~~~s;;%\f.~';~~~t{;:;,u;:;~S:, -.. · 4?,oilo s 
Accrued expenses: 

f· .,;.:,:·:;,:-i;~y·r6Il.and reiat~d ~~s:·::::?;!,~?'1·~~f:,:~)y~~Wf.IBB~Ri~t{f~~~'BI%~t·~c~~:~?< · ·· i;o~.o,6i?_ 
Warranty 

. 'A~~.~ed !:Ustom6r .co-:aplie.b~~~{ ~; .. ·;!"-ti0.!.?/!.X~~@~tfljj~1~i1(~~";~~~~~;:E:::.;:";~ ; .. · 
·'~t;,,.,,: .;t: '.' .o:<-~:;t~t~>'9~h~f#t-r.:~,t~ :.--·.f Mh 'u: ~ ;~'- :'.h.:,~· ... :~1f't.~~~<.t~~~ 

· ' :' 'Total current'liabilities ··· .. · . · ~.·;::i::JK~\: 

Com~itments and Conti.ngcncies. 

Long-term liabililies 

Warranty 

Total liabilities 

Members' Equity 

Total Liabilities and mcmber'.s equity 

The accompanying notes are an integral part of these statements. 

2 

$ 

2,023,000 

583~9~6· 

439,000 

6,623,916 

40,188,092 

46,812,008 $ 

1,320,756 

.•.•. :'IF4i§p~q·:l 

-··_ ·:!.C:');7?A1:t~~;i 
1,956,000 

.. ~~L~~~:: 
... ,,.,.,,~ ... ~ 120,4&1·-~

. 5,657,~~-3.1 

289,000 

5,946,953 

33,916,314 

39,863,267 



ASA Electronics, LLC and Subsidiaries 

Consolidated Statements of Income 
November 30, 2013, 2012 and 2011 

Net sales 

Cost of goods sold 

Gross profil 

Selling,general and administrative expenses 

N o~o.perati~&·i~Criin~' ( e~p~nse ): 
Investment income 

·~·:~~~-~~ii~ii~~~Jri.~<>'~~ . ·~~•-• 
Interest expense 

= .. ~ ci~lli~~~J~JJ~~~i~~iitt~~~:~~~1.N~:~~f~~~:..~~;_f·-{>:: ;-> .. j ... ~.: . :~_. .~ 
Net income 

2013 2012 

$ 92,500,296 $ 84,641,165 $ 

70,567,304 65,928,392 

21,932,992 18,712,773 

10,136,384 9)26,938 

. 11,796,608 8,985;in5 • 

43,744 36,229 

· ·. :_. . : .. _:; ~ :·:.;.J!.?~}~~:~~)~~~l1i~i}f;~H~!:~~·?~t:~j~~~~l1~i~~~:.';!;· :·~;.:}:.·.~:-~: ). · .. 

20 ll 

71,234,236 

55,022,015 

16,212,221 

8,623,131 

7,589,090 

32,8.70 

1,548 

.. ·· :;.;:'6:Ei~:·;,%i~'.0.\uiiii9tf~~.I-!M~jV~§.!gi~~~M~t~I;-:;~ ;;;~.;; ;,34,41& 

$ 11,843,713 $ 9,022,064 $ 7,623,508 

The accompanying notes are an integral part of these statements. 
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ASA Electronics, LLC and Subsidiaries 

Consolidated Statements of Members' Equity 
November 30, 2013, 2012 and 2011 

Balance, beginning 

Net income 

Member distributions 

Balance, ending 

$ 

$ 

The accompanying notes are an integral part of these statements. 

4 

2013 

33,916,314 

11,843,713 

(5,571,935) 

40,188,092 

2012 2011 

$ 29,460,652 $ 25,852,688 

9,022,064 7,623,508 

(4,566,402) (4,015,544) 

$ 33,916,314 $ 29,460,652 



ASA Electronics, LLC and Subsidiaries 

Consolidated Statements of Cash Flows 
November 30, 2013 , 2012 and 2011 

2013 2012 2011 
---------------------

Cash Flows From Operating Activities 

Net income 

. ..... 

Adjustments to reconcile net income to net cash prov1dcd by 
operating activities: 

Depreciation 

Inventory writedowns and reserves 

Loss on sale of equipment _ 

Change in assets and liabilities: 

Decrease (increase) in: 

Trade receivables 

Inventories 

_ Prepaid expe~es 

·· Incre;;tse ( decrc;)i!Se) in: 

~c_c,ounts p~yable 

' ~Accrued eJ(p~ri~e{- / 
Net cash provided by operating activities 

:_ --~ .?~\~~-~f~;:~\_: :::~-~~~~( :·.{~~E:~::~~:·::-~~:: :-~~,_ .. -- -__ -· · · 
Cash Flows From Investing Activities 

·-.,.h9.~~~~~,':o.n~~~!e}f.#9Y'iiJ.t11~~f ._.- ... 
Purchase of leasehold improvements and equipment 
' ot.hbD/::: .;{. . . · - . - . . .. 
Proceeds from sale of available-for-sale securities 

. Purchase tf. ~~ai'tablU~i-~sale 'securities . ' ' .. ' ... ·. •'· : ... ' ... ~· .. '· . ' . 

..... , .... ~~t ca_shpro~ided by (used in) investing artivitics 
,, .. 

$ 11,843,713 $ 

961,996 

26,221 

(1,352) 

4:'i3,779 

454,094 

(99~685) . 
.. <.: 

9,022,064 $ 

1,168,476 

75,900 

11,062 

(1,353,350) 

(2,361,507) · 

(113,597) 

7,623,508 

1,071,232 

145,639 

(4,812) 

(I ,!J86,048) 

(2,351, 146) 

19,582 

62,175 (532,581) 832,529 

· · 6 i4,7:S8 -•- --'""·c:__-".:.c· · :__.:..::-~""'"-_- ""'"1_3o~;_'f9;_-6..:..·-_·-· ---'-------~··-'-3-'-o'-'r;_6t_2_-
14,315,n9 6,046,663 

-:-:·. :>l'; :_~.,.':._.:'-:;~~- . ~: ~·;·::· .. ~y:~':: 
- • :. .:' • • :: •• : • ·.:.:.. -~·- •• - •» ••• ; • 

.. ·.· ·· .. ;;,· .. , 

(1,335,606) 
·. _:··:.: 

. · ... : . .-.~ •... ;. ·. 

;; .:.,_~ ,\ .. ;,·~;94§ ·.· 
(786,917) 

.·.· .. ; - 05p!o9o) 

6,152,096 
.·.,.:·.(';.:" ::-:·; ::.:: 

~;:~·~-~~~-~.?' -
(~.ll~,315). 

):. '. _:( .:-

895,000 I ,395,000 8,315,000 

--. (2,S9s,ooo) .• -_-·,'""·,_ -_· ..::_;_"··~(4_;.,3-'-. 4~p,~oo-"-O.:_) ~ __ --_: =(2....:.,6_9_5'-,o-'-oo..:...) 

(3,335,606) {3,871,977) 4,563,373 
., .. _._·· · .. · 

... .... · 
Cash Flows From Financing Activities . 

, .. ,~~~ .. -.b.f.~~~~i-iJ_~~i.~~~~ili.i:e~~-~-~~~l'!<$,s1f,9~s>;~,;~:~;~:.;~~:(~:s6ti:4Qz~•~~'(4.oJsS44>'W· ~·"'·~· 
Iucrea~c. (decrease) in cash and cash equivalents 5,408,188 (2,391,716) 6,699_,925 

Cash and cash equivalents, beginning 5,899,638 8,291,354 1,591,429 

Cash and cash equivalents, ending $ 11,307,826 $ 5,899,638 $ 8,291,354 
===~~= 

The accompanying notes are an integral part of these statements. 
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ASA Electronics, LLC And Subsidiaries 
NOTES TO CONSOLIDATED FINANCfAL STATEMENTS 
November 30, 2013 and 2012, and for the years ended Novcrnbu 30, 2013, 2012 and 2011 

NOTE A- NATUIU~ OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES 

Nature of Business 

Since 1977, ASA Electronics, LLC, fonnerly known as Audiovox Specialized Applications, LLC (ASA or the Company), has built 
a reputation developing mobile electronics specifically designed and tested to withstand the rigors of niche markets in the 
automotive industry, including the recreational vehicle, commercial vehicle, heavy-duty truck, agricultural, construction, bus, 
power sports, marine and spa industries. Its proprietary line of products includes Jensen 12-volt LCD and LED flat panel 
televisions, stereos and speakers; Voyager observation systems; and Advent microwaves, refrigerators and rooftop air 
conditioners. These high-quality mobile electronics and appliances are designed and tested in a research and development lab 
located at the Company's corporate offices. ASA 's engineering team works in conjunction with its customers' designers, engineers 
and sales team to develop customized solutions. In 2012, ASA expanded its product offerings to exclusively distribute products 
from Polk Audio into OEM specialty markets, including the Marine, Recreational Vehicle and Commercial industries. In 2013, the 
Company entered into a licensing agreement with Polk Audio to design, engineer and produce weatherized audio products. Polk 
Audio, also established in the 1970's, is an award-winning designer and manufacturer of high-performance audio products, who has 
become the market leader in premium home and marine speakers, sound bars, amplifiers and other high-end audio products. The 
addition of Polk Audio products complements ASA 's existing product lineup and provides a full spectrum of audio, video, 
observation and appliance options for its customers. The various products offered by ASA are sold throughout the world to original 
equipment manufacturers as well as the respective aftermarket segments. In addition to the headquarters in Elkhart, Indiana, ASA 
also has two public distribution centers in Oregon and California, and a trading office in Shenzhen, China. In 2013, ASA achieved a 
9.3% increase in sales compared to 2012 results, with double-digit growth in three of our five industries. 

Significant Accounting Policies 

Principles of Consolidation 

The consolidated financial statements include the accounts of the Company and wholly owned subsidiaries. All significant 
intercompany accounts have been eliminated in consolidation . 

.. , .. ~~"''1-i ··h•., .. ,.Ilev~nue R~ogni~io~'fll•IJ•u•n•~-"f..~~ll:~~'<f~%~·~ ... l-:'ll~li•-~fif>t~•"'llf?~d~:'~t~~'ili~ .... &••·"1~~, 

The Company recognizes revenue from product sales at the time of passage of title and risk of loss to the customer either at F.O.B. 
Shipping Point or. F.O.B. Destination, based upon terms established with the customer. The Company's selling price is fixed and 
determined at the time of shipment and collectibility is reasonably assured and not contingent upon the customer's resale of the 
product. The customers are generally not given rights of return. In the event customers are granted rights of return, the Company 
estimates and records an allowance for future returns. At November 30, 20 13 and 2012, no such allowance was deemed necessary. 
Product sales are generally not subject to acceptance or installation by Company or customer personnel. 

All sales transactions are denominated in U.S. dollars 

Sales Incentives 

The Company offers sales incentives to its customers primarily in the form of co-op advertising allowances and rebates. All 
significant sales incentives require the customer to purchase the Company's products during a specified period of time, and are 
based on either a fixed dollar amount or set percentage of sales. Claims are settled either by 

6 



ASA Electronics, LLC And Subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
November 30, 2013 and 2012, and fnr the years ended November 30, 2013, 2012 and 20li 

the customer cla1ming a deduction against an outstanding account recc1vahle or by the customer requesting a check Since the 
rebate percentage can be reasonably estimated, the Company records the related rebate at the time of sale The Company has also 
entered into the recreational vehicle aftermarket segment, with several of those customers having dollar-specific co-op advertising 
programs for participation in trade shows, placement 1n catalogues, countertop display units and other marketing programs. These 
co-op advertising programs arc-reviewed and adjusted, as necessary, on a quarterly bas1s As ofNovember)O, 2013 and 2012, the 
co-op and rebate accrual ret1ected as a liability on the consolidated balance sheets was approximately $583,086 and $481,955, 
respectively. The Company records all sales incentives as an offset to total sales on the consolidated statements of income 

Shipping and Delivery 

The Company recognizes shipping and delivery costs in selling, general and administrative expenses m the accompanymg 
consolidated statements of income. These costs for the years ended 
November 30, 2013 , 2012 and 20 II were approximately $621,000 , $649,000 and $554,000 respectively. 

State Sales Taxes 

The Company has elected to report sales tax charged on sales on a net basis. 

Cash and Cash Equivalents 

F0r purposes of the consolidated statement of cash flows, the Company ccnsiders investments in various repurchase agreements 
with its bank, money market accounts and treasury bills with a maturity of three months or less to be cash equivalents. Cash 
equivalents amounted to approximately $10,315,713 and $10,315,713 and $4,557,003 for the years ended November 30, 2013 and 
20 I 2 respectively. · 

The Company maintains its cash accounts in amounts, which at times may be in excess of insurance limits provided by the Federal 
Deposit Insurance Corporation. The Company does not believe it is subject to any significant credit risk related to these balances. 

Trade receivables 

,,,., ,, ··•·•~""·'; ,-r:ra~~, .~<:~~~~~arri~~~~~igJ~.i.~.~~lS~\iol~<?J;Wt.1.~~~~--- a~ .. ~ .. ~stimat~ ... ,IJJ.~9c;t{9rtt,({9~-~\~~~iY!~l~~l;>~ed,~n a review .ot: .. all~,,.;,,, 
' outstanding amounts on a monthly basis. Trade receivables in the accompanying balance sheets at November 30, 2013 and 2012 are 

stated net of an allowance for doubtful accounts of approximately $55,000 and $50,000 , respectfully. Management detennines the 
allowance for doubtful accounts by identifYing troubled accounts and by using historical experience applied to an aging of 
accounts. Trade receivables are written off when deemed uncollectible. Recoveries of trade receivables previously written off are 
recorded when received. Generally, a trade receivable is considered to be past due if any portion of the receivable balance is 
outstanding for more than 30 days. 

Inventories 

The Company values its inventory at the lower ofthe actual cost to purchase (primarily on a weighted moving average basis) or the 
current estimated market value of the inventory less expected costs to sell the inventory. The Company regularly reviews inventory 
quantities on hand and records a provision for excess and obsolete inventory based primarily from selling prices, indications from 
customers based upon current price negotiations and l<;>wer market prices. The Company's 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. 



ASA Elec(l·onics, LLC And Subsidiaries 
NOTES TO CONSOLIDATED FINANClAL STATEMENTS 
November 30,2013 and 2012, and for the years ended November 30, 2013, 2012 and 2011 

During the years ended November 30, 2013 , 2012 and 20 II , the Company recorded vvritc downs of inventory of approximately 
$26,000 , $76,000 , and $146,000 , respectively, related to lower of cost or market adjustments These charges to income are 
included in cost of goods sold in the accompanying consolidated statements of income. 

Leasehold Improvements and Equipment 

All fixed asset purchases arc recorded at the original cost Leasehold improvements arc amortized over the lesser of the underlying 
lease term or the estimated useful lives. Equipment is depreciated principally using the straight-line method over the following 
estimated useful! ives: 

:Leasehold improvements 

Machinery and equipment 

:~~9!i~g;and moictl~g 
Transportation equipment 
tr.-c.···"...-~:-t·;')··· ..... -~,r··; :,_, ..... ·~~ · .. , ·· · ··· · · · · 
:9ffi.4.~:ryfuJW~~-~d fixtures 
Computer equipment 
fJ~-·;'1-.... "!~;':11>,,_•~":.·..-~ .. ~.r~-~" ., ..... ' "t ~-

r~§~~h,,~i~pl~y~ .<~< :· ·· .· , 

.. · .. ·. ..... 

~-!\ .-,· .• · 

Years 

5-9 
5-10 
.·1~3 

5 

3 

Tooling is amortized on a per unit basis. The Company estimates the annual sales volume produced and life expectancy of the 
tooling to detennine the per unit amortization amount. This per unit amount increases inventory cost upon receipt into a U.S. 
warehouse and is subsequently charged to cost of goods sold upon sale of the related product. 

Intangible Assets 

The Company acquired certain trademark rights from Voxx International (Voxx) in August 2003. In connection with the 

,~~~h ··~· ,.,.~*~:r~~~;~ttfr.~r;~~~~~~~i~~~h~~1a~~~~~E~·I~~~J~r~~~tt~&~:;~~c;·~~~~~6~~~!£···<· 
Accounting standards require that intangible assets with indefinite useful lives be tested for impairment at least annually or more 
frequently -if an event occurs or circumstai:lces change that could more likely than not reduce the·· fair value below its carrying 
amount. When determining the fair value of trademark rights, the Company uses the relief from royalty method, which requires the 
determination of fair value based on if the Company was licensing the right to the trademark in exchange for a royalty fee. The 
Company utilizes the income approach to determine future revenues to which to apply a royalty rate. The royalty rate is based on 
market approach concepts. In considering the value of trademark rights, the Company looks to relative age, consistent use, quality, 
expansion possibilities, relative profitability and relative market potential. The Company has performed its annual impairment test 
for the years ended November 30,2013,2012 and 2011, and no impairment was identified. 

Long-lived Assets 

In accordance with accounting standards, the Company reviews its long-! ived assets periodically to determine potential impairment. 
If indicators are present, the Company compares the carrying value of the long-lived assets with the estimated future net 
undiscounted cash flows expected to result from the use of the assets, including cash flows from disposition. Should the sum ofthe 
expected future net cash flows be less than the carrying value, the Company would recognize an impairment loss at that date. An 
impairment loss would be measured by comparing the amount by which the carrying value exceeds the fair value of the long-lived 
assets. There was no impairment of long-lived assets for 
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ASA Electronics, LLC And SubsidiHics 
NOTES TO CONSOLIDATED FINANCIAL STATElVlENTS 
November 30, 20i3 al!li 2012, and for the years ended November 30,2013,2012 and 2011 

the years ended November 30, 2013, 2012 and 20 II. 

Warranties 

The Company provides a limited warranty primarily for a period of up to two years for its products. The Company's standard 
warranties require the original equipment manufacturer, aftermarket distributor, its dealers or the end user to repair or replace 
defective products during such warranty periods at no cost to the consumer. The Company estimates the costs that may be incurred 
under its basic limited warranty and records a liability in the amount of such costs at the time product revenue is recognized. The 
related expense is included in cost of goods sold in the accompanying consolidated statements of income. Factors that affect the 
Company's warranty liability include the number of units sold, historical and anticipated rates of warranty claims, the historical lag 
time between product sales and product claims, and cost per claim. The Company periodically assesses the adequacy of its recorded 
warranty liabilities and adjusts the amounts as necessary. The Company utilizes historical trends and analytical tools to assist in 
detennining the appropriate loss reserve levels. 

Changes in the Company's warranty liability during the years ended November 30, 20 13 , 20 12 and 20 i 1 are as foiiows: 

2013 2012 2011 

_Bili~_~e,:.~~~.g!!}.P}Dg~i;~YS~J11k:i:~;;·~~i::h,:~l~~~!.:~:i:;·,/:~~;::;•L~i- -~-·· ... 
Accruals for products sold 2,239,681 1,905,353 1,742,859 

P~¥r?.ih~ P.~~;t#~:::c,/-i.2iZ;s~~~0i~i.;~;c:~:~~.~\oG;;,:~:,.:::.;LL;:::~.:L .. :. : .· .· ..... J2,ri:?i.§s i) · -.·: :; .?([9j~:~I3)':~;~;::~~~~~~;;:·,:_ :. ::'(f,7o2)~59) 
2,462,000 $ 2,245,000 $ 2,296,000 

============ Balance, ending $ 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America 
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities as of the date of the financial statements, and the reported amounts of revenues and expenses during 
the reporting period. Actual results could differ from those estimates 

,,,~. .,,,, ... :;,~l>·<:<,.~i""'llilli.·:W!IIi<'""'~---'"'~ ... ----~ ...... ~~~--~·-.-.. .. 1-.i't""*.l•;'~~''if~·~'·~;.~li:li':· ,,,,' ... ~ .. """""'·Income···taxes·-m:~·.-' .... "'' ···, · · ·"~·~'w'll"''''lf'""""""""'· ....... ·.· · .. -·" c.· •• • ·--· "-. ••• . . • 

As a limited liability company, the Company's taxable income is allocated to members in accordance with their respective 
percentage ownership. However, a provision for state income taxes for the years ended November 30, 2013 and 2012, in the 
amounts of approximately $31,000 and $25,000, respectively, has been recorded. 

Management evaluated the Company's tax positions and concluded that the Company had taken no uncertain tax positions that 
require adjustment to the consolidated financial statements to comply with the provisions of this guidance. With few exceptions, the 
Company is no longer subject to tax examinations by the U.S. federal, state or local tax authorities for years before 2010. 

NOTE B- FAIR VALUE MEASUREMENTS 

Accounting standards specify a hierarchy of valuation techniques ba~ed upon whether the inputs to those valuation techniques 
reflect assumptions other market participants would use based upon market data obtained from independent sources (observable 
inputs), or reflect the Company's O\'VIi assumptions of market participant valuation (unobservable inputs). In accordance with the 
accounting standards, these two types of inputs have created the following fair value hierarchy: 

9 
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ASA Electronics, LLC And Subsidiaries 
NOTES TO CONSOLIDATED Fll'JANCIAL STATEMENTS 
November 30, 2013 and 2012, and for the years ended November 30, 2013, 20 l2 and 2011 

Level I - Quoted pnccs m active markets that arc unadJusted and accessible at the measurement date for Identical, unrestnctcd 
assets or IIabii I lies 

Level 2 - Quoted prices for identical assets and liabilities m markets that are not active, quoted prices for similar assets and 
liabilities in active markets or financial instruments for which significant inputs are observable, either directly or indirectly. 

Level 3 - Prices or valuations that require inputs that are both significant to the fair value measurement and unobservable. 

The standard requires the use of observable market data if such data is available without undue cost and effort. For the years ended 
November 30, 2013 and 2012, the application of valuation techniques applied to similar assets and liabilities has been consistent 

The following methods and assumptions were used to estimate the fair value of fmancial instruments for which it is practicable to 
estimate that value: 

Cash and cash equivalents. accounts receivable and accounts payable - The carrying amounts approximate fair value due to the 
short maturity ofthose instruments. 

Available-for-sale securities consist of investments in marketable debt securities. Debt securities consist primarily of obligations of 
municipalities and industrial revenue bonds, which are not subject to principal risk or fluctuation due to these securities being 
backed by bank letters of credit. 

Management determines the appropriate classification of securities at the date individual investment securities are acquired and the 
appropriateness of such classification is reassessed at each balance sheet date. Since the Company neither buys investment 
securities in anticipation of short-term fluctuation in market prices nor 

commits to holding debt secunttes to their maturities, the investments in marketable debt securities have been classified as 
available-for-sale in accordance with accounting standards. Available-for-sale securities are stated at fair value, and unrealized 
holding gains and losses, if any, are reported as a separate component of members' equity. No unrealized gains or losses were 
recorded for the periods presented, and no such cumulative amounts exist. 

, ~~~~~>~•ll~ecl!n~l iq, th~,.,rriarket~,y.~~e .. : 9~ any., ~va!labl~..,f~r;7s!lle. .. s~CH.£J!:Y.J>~~9.X'm,~~~ic!fhlll~1is .. d~em~q~()ther., tMn:,temporary re,sults , in (l,1, ''"* · 
reduction in carrying amount to fair value. The impairment is charged to earnings and a new cost basis for the security is 
established. The Company considers numerous factors, on a case-by-case basis, in evaluating whether the decline in market value 
of an available-for-sale security below cost is other than temporary. Such factors include, but are not limited to (1) the length of 
time and the extent to which the market value has bccn·less than cost, (2) the financial condition and the near-term prospects of the 
issuer or the investment, and (3) whether the Company's intent to retain the investment for the period of time is sufficient to allow 
for any anticipated recovery in market value. During the years ended November 30, 2013 and 2012, the Company did not hold any 
investments that had such a decline in value. 

The bonds contain a put feature that allows the Company to periodically sell the bonds to a brokerage house at par value. The bonds 
also have a floating interest rate, which is reset on a periodic basis, and are backed by third-party letters of credit. As of November 
30, 2013, the bonds had a weighted-average yield of 0.13%. To estimate their fair value, the Company considered the par value of 
the bonds, potential default probabilities, market yield curves and the seven-day put feature. 

10 



ASA Elf.ctronics, LLC And Subsidiaries 

NOTES TO CONSOLIDATED FLNANCIAL STATEMENTS 
November 30, :ZOi3 and 2012, and for the years ended November 30,2013,2012 and 2011 

The follow1ng IS a summary of the Company's Level 2 mvestment securities as of Nov em bcr 30, 2013 and 20 12 

20l3 

Gross Gross 

Unrealized Unrealized Fair 

Cost Gains Losses Value 

Government bonds $ 6,000,000 $ $ $ 6,000,000 

ll/30/2012 

Gross Gross 

Unrealized Unrealized Fair 

Cost Gains Losses Value 

Government bonds $ 4,000,000. $. . . .·t;· .. $ $ 4,000,000. 

The cost and fair value of debt securities by contractual maturities as of November 30, 2013 are as follows: 

Fair 
Cost Value 

.( .. 1 
6,boo,obo $ Due after three years 

.. ~- .;:. '· .. : . . ......... . 

Expected maturities may differ from contractual maturities because the issuers of certain debt securities have the right to prepay 
their obligations without penalty. 

A summary of proceeds from the sale of available-for-sale securities and investment earnings for the years ended November 30, 
2013,2012, and 2011 is as follows: 

2013 2012 2011 

Proceeds from the sale of available-for"sa!e securities;·.·. ·. $' . .: ·895,0!)0 $ 1,395,000 $ 8,3 is,ooo . 

Interest earned $ 36,229 $ 32,870 

NOTE C- LEASEHOLD IMPROVEMENTS AND EQUIPMENT 

The cost of leasehold improvements and equipment and the related accumulated depreciation at November 30, 2013 and 2012 arc 
as follows: 

II 



ASA Elcclronics, LLC And Subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Novem her 30, 2013 and 2012, and for tbc years ended Nov em be•· 30, 2013, 2012 and 2011 

2013 2012 
-----· -------------------

Leasehold improvements 

Machinery and equipment 

Tooling and molding 

Transportation equipment 

Office fumiturc and fixtures 

Computer equipment 

Booth displays 

Construction in progress 

Less accumulated depreciati?n 

·.•: ·. ;. ·~.; . . ' ... ·'. · . .'; . .. i i... • ..•. • . " ,•, ·. 

NOTED- LINE OF CREDIT 

$ 

$ 

1,141,543 

1,469,346 

2,978,999 

561,176 

485,125 

1,472,585 

248,237 

623,118 

8,980,129 

6,585,829 

2,394,300 

$ 1,057,412 

l ,389,439 

2,703,168 

561,241 

403,195 

I ,376,70 I 

248,237 

229,009 

7,968,402 

5,949,064 

$ 2,019,338 

The terms of a loan agreement with a bank permit the Company to borrow a maximum of $10,000,000. At November 30, 2013 and 
2012, no amount was outstanding under this agreement. Borrowings under the agreement bear interest at prime minus 0.50% or 
LIBOR plus 2.00%, at the Company's option; are collateralized by accounts receivable and inventories; and are subject to a 
tangible net worth covenant. The agreement expires on July 3, 2014, and does not include commitment fees for unused portions. No 
amounts were drawn during the year and no interest expense was recorded. 

NOTE E -MAJOR VENDORS 

For the years ended November 30, 2013 , 2012 and 2011 ', the Company purchased approximately 74% . 75% , and 75% 
respectively of its products for resale from their top five vendors. The top five vendors varied during the years presented. 

The Company's licensing agreement with Polk Audio, dated June 17,2013, requires that a royalty be paid on the Company's net 

.. _..w~,~~~le:!~!Ji~~~-~4 P~.9j,~~-·il~~~gr,~e-~~gt~e~ig~f~~,;~Y,~!!Y~am:<;~uqt ?~ ~~.~~pg s~!,~Jrp~ ~% to, 10.% based on calendar-YC¥~ 
· purchases of Polk Audio speakers and amplifiers. GUaranteed royalty mm1mums of $25,000 for 2013 and $90,000 for 2014 were 

also established. In 2013, the Company's sales of licensed Polk Audio items exceeded the minimum royalty ammmt and the 
Company anticipates an applicable royalty rate of 7%. During 2013, the Company paid $23,000 in royalties, and also reflected a 
royalty liability in the amount of$30,000 as ofNovember 30. Per the agreement, the final2013 royalty payment will be paid within 
60 days of the calendar year-end. 

NOTE F- TRANSACTIONS WITH RELATED PARTIES AND LEASE COMMITMENTS 

The Company is affiliated with various entities through common ownership by Voxx. Transactions with Voxx, ils affiliates and 
subsidiaries for the years ended November 30, 2013 , 2012 , and 2011 are approximately as follows: 

Net product sales 

Purchases 
$ 

2013 

195,000 $ 

655,000 

2012 

7,000. $ 

295,000 

2011 

23,000 

711,000 



ASA Electronics, LLC And Subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATElVIENTS 
November 30, 20i3 and 2012, and for the years ended November 30, 2013, 2012 and 2011 

At November 30, 2013 and 2012 , amounts included in trade receivables and accounts payable resulting from the above 
transactions are approxunately as follows· 

Trade receivables 

Accounts payable 
$ 

2013 

1,000 $ 

47,000 

2012 

4,000 

The Company leases warehouse, manufacturing and office facilities from Irions Investments, LLC, an entity related through 
common ownership, for approximately $45,000 per month, plus the payment of property taxes, normal maintenance and insurance 
on the property under an agreement that expires in August 2016, with two five-year options to extend, at the Company's discretion 
The lease with Irions Investments, LLC contains a clause that increases the monthly rent amount each year, and is based on the 
Consumer Price Index. The Company also leases warehouse space for $3,200 per month in Elkhart, Indiana. This arrangement is 
temporary in nature and the term of the lease agreement is defined as month to month. Finally, the Company leases office space in 
the Shenzhen province of China, with a monthly rent of $8,400 through May 2016. 

The Company leases certain equipment from unrelated parties under agreements that require monthly payments totaling 
approximately $1,750 and expire through May 2015. 

The total rental expense included in the statements of income for the years ended November 30, 20 l3 , 20 t2 , and 2011 is 
approximately $710,000 , $634,000 and $607,000 , respectively, of which approximately $545,000 , $535,000 , and $518,000 
respectively was paid to Irions Investments, LLC. 

ASA utilizes two public warehouses, with locations in California and Oregon. The leases at both locations are considered month to 
month and can be tem1inated with 90 days' notice. As a result, the commitment schedule below includes three months of outside 
warehouse rent charges for 20 14 only. 

The total approximate minimum rental commitment at November 30, 2013 under the leases is due as follows: 

Year ending November 30, 

2014 

2015 

2016 

NOTE G- EMPLOYEE BENEFIT PLANS 

$ 

$ 

.. 
554,000 $ 

565,000 

430,000 

1,549,000 $ 

Total 

, ... 
137,000 $ 691,000 

112,000 677,000 

47,000 477,000 

296,000 $ 1,845,000 
====~==== 

The Company has profit-sharing and 401 (k) plans for the benefit of all eligible employees. The Company's contributions are 
discretionary and arc limited to amounts deductible for federal income tax purposes. Discretionary contributions were 
approximately $403,000 , $310,000 , and $257,000 for the years ended November 30, 2013 , 2012 , and 20 II respectively. 
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ASA Electronics, LLC And Subsidiuies 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Novcmb(~r 30, 2013 and 2012, and for the years ended November 30, 2013, 2012 and 2011 

The Company also mamtains a dtscretionary employee bonus plan for the benefit of its key executive, operatmg officers, managers 
and select salespersons The total bonus expense mcluded in the statements of income for the years ended November 30, 2013 , 
20 12 , and 20 I I IS approxunately $2,705,000 , $2,044,000 , and $1,800,000 respectively. 

The Company offers a health plan for its employees, which is self-insured for medical and pharmaceutical claims up to $35,000 per 
participant and, after that, aggregate stop-loss insurance coverage is in place. [fthc Company's aggregate medical claims, including 
prescriptions, had exceeded approximately $486,000 in 2013, the stop-loss coverage policy would have taken effect [n 2013, the 
stop-loss aggregate limit was not exceeded. The medical and prescription claims totaled approximately $204,000 in 2013. The stop
loss portion of the coverage has been reinsured with an A-rated commercial carrier. The total health plan expense included in the 
consolidated statements of income for the years ended November 30, 2013 , 2012 , and 20 l I is approximately $430,000 , 
$621,000 , and $560,000 respectively. These expense figures include medical, vision and dental claims and third party 
administration fees, in addition to wellness program expenses and Company contributions to Health Savings Accounts. 

NOTE H- LITIGATION 

As of November 30, 2013, the Company had no pending legal proceedings. When a legal claim occurs, those proceedings have 
been, in the opinion of management, ordinary routine matters incidental to the normal business conducted by the Company. In the 
opinion of management, the ultimate disposition of any such proceedings are not expected to have a material adverse effect on the 
Company's consolidated financial position, resultS of operations or cash flows. 

NOTE I- MAJOR CUSTOMERS 

Net sales to customers comprising 10% of more of total net sales for the years ended November 30, 2013 , 20 12 , and 2011 and the 
related trade receivables balance at those dates are approximately as follows: 

Net Sales Trade Receivable Balance 

2013 2012 2011 2013 2012 2011 

C~stomer A . $ J.2,~Q.?,_0_9P. .. :.~.i.(;~,{.i-~I~.M!9Q,Q)~:.;t~~l1U?.P9.9 :$_. · 516,000 $ ' '768,000 $ :: ',590,0()6' . . '·... .... . .......... · ....... (:_ ...... 

,, )''f~'''~.,1 •• ,,,,,,«li"'~.><\~~ Customer B ·~~,.~ 15,9,73,009~~Jft,Q86,090~,,. l0,985,000<1l:'• ,1 ..• 1'·' 928,000. 
·· ' · · · · · .. s · 2s;:6'is~o()Q ·:t:i/28)i9:Coo.o.~:$'!S·~741i94)>oo. s . 1;444,ooo ·$ 

539,000 . 912,000 ,.,, .... 
· 1 3o7ooo $ : ::: Yso2 'ooo: 

~ ' ..... _,_ . , ... 

NOTE J- MEMBERS' EQUITY 

In accordance with the generally accepted method of presenting limited liability coinpany financial statements, the accompanying 
consolidated financial statements do not include other corporate assets and liabilities of the members, including their obligation for 
income taxes on the net income of the limited liability company nor any provision for income tax expense. 

The limited liability company operating agreement does not provide for separate classes of ownership Voxx and ASA share 
equally in all limited liability company events and the related member accounts arc considered equal on a fair value basis. The 
expiration date of the operating agreement is February 28, 2047. 

NOTE K- SUBSEQUENT EVENTS 

The Company evaluates subsequent events occurring between the most recent balance sheet date and the date that 



ASA Electronics, LLC And Subsidiaries 
NOTES TO CONSOLIDATED FJNANClAL STATEMENTS 
November 30, 20i3 and 2012, and for the years ended November 30,2013,2012 and 201 l 

the consolidated financwl statements are available to be issued in order to determine whether the subsequent events are to be 
recorded ii.I and/or disclosed 111 the Company's consolidated financtal statements and footnotes 

It ts the Company's mtent to distribute funds to members to cover their income tax liabilities. Subsequent to November 30, 20 I J, 
the Company paid approximately $1,516,000 of member distributions relating to the fourth quarter of20 13. 
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Consent of Independent Registered Public Accounting Firm 

We consent to the mcorporation by reference in the Registration Statements (Nos. 333-82073, 333-36762, 333-138000, 333-
131911, and 333-162569) on Form S-8 of VOXX International Corporation of our report, dated February I, 2013, on the 
consolidated financial statements of ASA Electronics, LLC which is included in the Annual Report on Fonn I 0-K of VOXX 
International Corporation and Subsidiaries for the year ended February 28, 20!4. 

Is/ MCGLADREY LLP 

Elkhart, Indiana 
May 14,2014 



Report of independent Registered Public Accounting Firm 

To the Members 
ASA Electronics, LLC and Subsidiary 
Elkhart, Indiana 

We have audited the accompanying consolidated balance sheets of ASA Electronics, LLC and Subsidiary as of November 30, 
2012, and the related consolidated statements of income, members' equity, and cash flows for the years ended November 30, 2012 
and 2011 . These financial statements are the responsibility of the Company's management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements 
are free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal 
control over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe 
that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of 
ASA Electronics , LLC and Subsidiary as of November 30, 2012 and the results of their operations and their cash flows for the 
years ended November 30, 2012 and 2011, in conformity with U.S. generally accepted accounting principles. 

/s/ MCGLADREY LLP 

Elkhart, Indiana 
February 1, 2013 



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We have issued our report dated January 24, 2014, with respect to the consolidated financial statements of ASA Electronics, LLC 
which is incorporated by reference and mcluded in the Annual Report of Voxx International Corporation and subsidiaries on form 
I 0-K for the year ended February 28, 2014 We hereby consent to the incorporation by reference of said report in the Registration 
Statements ofVoxx International Corporation on Form S-3 (File No. 333-187427) and Forms S-8 (File No. 333-162569, file No. 
333-138000, File No. 333-131911, File No. 333-36762, and File No. 333-82073) 

Is/ GRANT THORNTON LLP 

Chicago, Illinois 
May 14,2014 




