UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
_

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended


June 30, 2017

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from
Commission file number

to
001-14124
MILLER INDUSTRIES, INC.
(Exact name of registrant as specified in its charter)

Tennessee
(State or other jurisdiction of incorporation or
organization)

62-1566286
(I.R.S. Employer Identification No.)

8503 Hilltop Drive
Ooltewah, Tennessee
(Address of principal executive offices)

37363
(Zip Code)

(423) 238-4171
(Registrant’s telephone number, including area code)
Not Applicable
(Former name, former address and former fiscal year, if changed since last report)
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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was
required to submit and post such files).
Yes _

No 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or
an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth
company” in Rule 12b-2 of the Exchange Act:
Large accelerated filer 

Accelerated filer _

Non-accelerated filer 

Smaller reporting company 

Emerging growth company 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes 

No _

The number of shares outstanding of the registrant’s common stock, par value $.01 per share, as of July 31, 2017 was 11,377,982.

Index
Page Number
PART I

FINANCIAL INFORMATION
Item 1.

PART II

Financial Statements
Condensed Consolidated Balance Sheets – June 30, 2017 and December 31, 2016

2

Condensed Consolidated Statements of Income for the Three and Six Months Ended June 30, 2017 and 2016

3

Condensed Consolidated Statements of Comprehensive Income for the Three and Six Months Ended June 30,
2017 and 2016

4

Condensed Consolidated Statements of Cash Flows for the Six Months Ended June 30, 2017 and 2016

5

Notes to Condensed Consolidated Financial Statements

6

Item 2.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

12

Item 3.

Quantitative and Qualitative Disclosures About Market Risk

16

Item 4.

Controls and Procedures

17

OTHER INFORMATION
Item 1.

Legal Proceedings

18

Item 1A.

Risk Factors

18

Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds

18

Item 3.

Defaults Upon Senior Securities

18

Item 4.

Mine Safety Disclosures

18

Item 5.

Other Information

18

Item 6.

Exhibits

19
20

SIGNATURES
FORWARD-LOOKING STATEMENTS

Certain statements in this Quarterly Report on Form 10-Q, including but not limited to statements made in Part I, Item 2–“Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” statements made with respect to future operating results, expectations of future customer
orders and the availability of resources necessary for our business may be deemed to be forward-looking statements, as defined in the Private Securities
Litigation Reform Act of 1995. Forward-looking statements can be identified by the use of words such as “may,” “will,” “should,” “could,” “continue,”
“future,” “potential,” “believe,” “project,” “plan,” “intend,” “seek,” “estimate,” “predict,” “expect,” “anticipate” and similar expressions, or the negative of
such terms, or other comparable terminology. Forward-looking statements also include the assumptions underlying or relating to any of the foregoing
statements. Such forward-looking statements are made based on our management’s beliefs as well as assumptions made by, and information currently
available to, our management. These forward-looking statements are subject to a number of risks and uncertainties, including, the cyclical nature of our
industry and changes in consumer confidence; economic and market conditions; our customers’ access to capital and credit to fund purchases; our dependence
on outside suppliers of raw materials; changes in the cost of aluminum, steel and related raw materials; changes in fuel and other transportation costs,
insurance costs and weather conditions; changes in government regulation; various political, economic and other uncertainties relating to our international
operations, including restrictive taxation and foreign currency fluctuation; competitors could impede our ability to attract or retain customers; our ability to
develop or acquire proprietary products and technology; assertions against us relating to intellectual property rights; problems hiring or retaining skilled labor;
a disruption in our information technology systems; the effects of regulations relating to conflict minerals; the catastrophic loss of one of our manufacturing
facilities; environmental and health and safety liabilities and requirements; loss of the services of our key executives; product warranty or product liability
claims in excess of our insurance coverage; potential recalls of components or parts manufactured for us by suppliers or potential recalls of defective products;
an inability to acquire insurance at commercially reasonable rates; and those other risks referenced herein, including those risks referred to in Part II, Item 1A
–“Risk Factors” in this Quarterly Report on Form 10-Q and those risks discussed in our other filings with the Securities and Exchange Commission, including
those risks discussed under the caption “Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2016 (as the same may be
updated from time to time in subsequent quarterly reports), which discussion is incorporated herein by this reference. Such factors are not exclusive. We do
not undertake to update any forward-looking statement that may be made from time to time by, or on behalf of, our company.

PART I. FINANCIAL INFORMATION
ITEM 1.

FINANCIAL STATEMENTS
MILLER INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)
June 30, 2017
(Unaudited)

ASSETS
CURRENT ASSETS:
Cash and temporary investments
Accounts receivable, net of allowance for doubtful accounts of $958 and $1,004 at
June 30, 2017 and December 31, 2016, respectively
Inventories
Prepaid expenses
Total current assets
PROPERTY, PLANT, AND EQUIPMENT, net
GOODWILL
OTHER ASSETS
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES:
Accounts payable
Accrued liabilities
Total current liabilities
LONG-TERM OBLIGATIONS (Note 6)
DEFERRED INCOME TAX LIABILITIES
COMMITMENTS AND CONTINGENCIES (Notes 6 and 8)

$

32,030

$

134,177
68,231
4,203
238,641
70,642
11,619
521
321,423

$

SHAREHOLDERS’ EQUITY:
Preferred stock, $0.01 par value; 5,000,000 shares authorized, none issued or outstanding
Common stock, $0.01 par value; 100,000,000 shares authorized, 11,377,982 and 11,346,060 outstanding at June
30, 2017 and December 31, 2016, respectively
Additional paid-in capital
Accumulated surplus
Accumulated other comprehensive income (loss)
Total shareholders’ equity

2

$

31,115

$

125,383
64,136
5,006
225,640
59,613
11,619
566
297,438

$

—

$
The accompanying notes are an integral part of these financial statements.

82,619
24,993
107,612
20,000
2,047

December 31,
2016

114
150,696
45,924
(4,970)
191,764
321,423 $

85,116
20,727
105,843
5,000
1,993

—
113
150,404
40,752
(6,667)
184,602
297,438

MILLER INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except per share data)
(Unaudited)
Three Months
Ended
June 30
2017
NET SALES
COSTS OF OPERATIONS
GROSS PROFIT

$

Six Months
Ended
June 30
2016

153,089
135,486
17,603

$

2017

156,113
137,076
19,037

$

2016

302,022
269,024
32,998

$

304,928
272,921
32,007

OPERATING EXPENSES:
Selling, general and administrative expenses
Interest expense, net
Other (income) expense, net
Total operating expenses

9,066
315
(470)
8,911

8,318
259
128
8,705

18,110
693
(484)
18,319

16,328
457
(213)
16,572

INCOME BEFORE INCOME TAXES
INCOME TAX PROVISION
NET INCOME

$

8,692
3,267
5,425

$

10,332
3,745
6,587

$

14,679
5,415
9,264

$

15,435
5,488
9,947

BASIC INCOME PER COMMON SHARE
DILUTED INCOME PER COMMON SHARE

$
$

0.48
0.48

$
$

0.58
0.58

$
$

0.82
0.81

$
$

0.88
0.88

CASH DIVIDENDS DECLARED PER COMMON SHARE

$

0.18

$

0.17

$

0.36

$

0.34

WEIGHTED AVERAGE SHARES OUTSTANDING:
Basic
Diluted

11,365
11,383

11,346
11,374

The accompanying notes are an integral part of these financial statements.
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11,357
11,381

11,346
11,373

MILLER INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)
(Unaudited)

NET INCOME

$

OTHER COMPREHENSIVE INCOME (LOSS):
Foreign currency translation adjustment
Total other comprehensive income (loss)
COMPREHENSIVE INCOME

Three Months Ended
June 30
2017
2016
5,425 $
6,587
(1,809)
(1,809)

$

3,616

829
829
$

7,416

The accompanying notes are an integral part of these financial statements.
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$

Six Months Ended
June 30
2017
2016
9,264 $
9,947
(1,698)
(1,698)

$

7,566

888
888
$

10,835

MILLER INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)
Six Months Ended
June 30
2017
2016
OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash from operating activities:
Depreciation and amortization
Provision for doubtful accounts
Issuance of non-employee director shares
Deferred income tax provision
(Gain) Loss on disposal of property, plant and equipment
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses
Other assets
Accounts payable
Accrued liabilities
Net cash flows from (used in) operating activities
INVESTING ACTIVITIES:
Purchases of property, plant and equipment
Proceeds from sale of plant, property & equipment
Net cash flows from (used in) investing activities
FINANCING ACTIVITIES:
Net borrowings under credit facility
Payments of cash dividends
Proceeds from stock option exercises
Net cash flows from (used in) financing activities
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND TEMPORARY INVESTMENTS
NET CHANGE IN CASH AND TEMPORARY INVESTMENTS
CASH AND TEMPORARY INVESTMENTS, beginning of period
CASH AND TEMPORARY INVESTMENTS, end of period
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash payments for interest
Cash payments for income taxes, net of refunds

$

$
$
$

The accompanying notes are an integral part of these financial statements.
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9,264

$

9,947

2,686
(50)
150
63
(643)

2,198
86
96
42
3

(8,455)
(3,448)
820
45
(2,971)
3,931
1,392

(29,407)
(2,796)
(2,097)
(38)
5,864
3,552
(12,550)

(14,304)
1,305
(12,999)

(13,200)
5
(13,195)

15,000
(4,091)
142
11,051
1,471
915
31,115
32,030 $
1,044
761

$
$

20,000
(3,858)
—
16,142
706
(8,897)
38,449
29,552
820
3,443

MILLER INDUSTRIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(in thousands, except share data and except as otherwise noted)
1.

BASIS OF PRESENTATION

The condensed consolidated financial statements of Miller Industries, Inc. and subsidiaries (the “Company”) included herein have been prepared by the
Company pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and footnote disclosures normally included in
annual financial statements prepared in accordance with accounting principles generally accepted in the United States of America have been condensed or
omitted pursuant to such rules and regulations. Nevertheless, the Company believes that the disclosures are adequate to make the financial information
presented not misleading. In the opinion of management, the accompanying unaudited condensed consolidated financial statements reflect all adjustments,
which are of a normal recurring nature, to present fairly the Company’s financial position, results of operations and cash flows at the dates and for the periods
presented. Cost of goods sold for interim periods for certain entities is determined based on estimated gross profit rates. Interim results of operations are not
necessarily indicative of results to be expected for the fiscal year.
These condensed consolidated financial statements should be read in conjunction with the Company’s Annual Report on Form 10-K for the year ended
December 31, 2016. The condensed consolidated financial statements include accounts of certain subsidiaries whose fiscal closing dates differ from December
31st by 31 days (or less) to facilitate timely reporting. Certain prior year amounts have been reclassified to conform to current year presentation, with no
impact on previously reported shareholders’ equity. The Company evaluated subsequent events through the date the financial statements were issued.
2.

BASIC AND DILUTED INCOME PER SHARE

Basic income per share is computed by dividing net income by the weighted average number of common shares outstanding. Diluted income per share is
calculated by dividing net income by the weighted average number of common and potential dilutive common shares outstanding. Diluted income per share
takes into consideration the assumed exercise of outstanding stock options resulting in approximately 18,000 and 28,000 potential dilutive common shares for
the three months ended June 30, 2017 and 2016, respectively, and 24,000 and 28,000 for the six months ended June 30, 2017 and 2016, respectively. For the
three and six months ended June 30, 2017 and 2016, none of the outstanding stock options would have been anti-dilutive.
3.

INVENTORIES

Inventory costs include materials, labor and factory overhead. Inventories are stated at the lower of cost or market (net realizable value), determined on a firstin, first-out basis. Appropriate consideration is given to obsolescence, valuation and other factors in determining net realizable value. Revisions of these
factors could result in the need for adjustments. Inventories, net of reserves, at June 30, 2017 and December 31, 2016 consisted of the following:
June 30,
2017
$
6,744
29,423
13,119
18,945
$
68,231

Chassis
Raw materials
Work in process
Finished goods

4.

December 31,
2016
$
8,524
26,322
11,620
17,670
$
64,136

LONG-LIVED ASSETS

The Company periodically reviews the carrying amount of its long-lived assets to determine if those assets may be recoverable based upon the future
operating cash flows expected to be generated by those assets. Management believes that its long-lived assets are appropriately valued.
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5.

GOODWILL

Goodwill consists of the excess of cost of acquired entities over the sum of the amounts assigned to identifiable assets acquired less liabilities assumed.
Goodwill is not amortized. However, the Company evaluates the carrying value of goodwill for impairment at least annually or if an event or circumstance
occurs that would indicate that the carrying amount had been impaired. The Company reviews goodwill for impairment utilizing a qualitative assessment or a
two-step process. If we choose to perform a qualitative analysis of goodwill and determine that the fair value more likely than not exceeds the carrying value,
no further testing is needed. If we choose the two-step approach or if qualitative analysis determines the carrying value more likely than not exceeds fair
value, the first step identifies potential impairment by comparing the fair value of the reporting unit with its carrying value. If the fair value exceeds the
carrying value the second step is not necessary. If the carrying value is more than the fair value, the second step of testing is performed to compare the fair
value of the goodwill with its carrying value. An impairment loss would be recognized to the extent that the carrying value of the goodwill exceeds its fair
value.
6.

LONG-TERM OBLIGATIONS

Credit Facility and Other Long-Term Obligations
Credit Facility
On April 6, 2010 we entered into a Loan Agreement with First Tennessee Bank National Association for a $20,000 unsecured revolving credit facility. On
December 21, 2011, our unsecured revolving credit facility was increased to $25,000. On June 11, 2015, the credit facility was further renewed to extend the
maturity date to March 31, 2018 and our unsecured revolving credit facility was increased to $30,000. On June 22, 2016, the credit facility was further
increased to $50,000 to give the Company greater flexibility to finance current capital expenditure projects. On April 5, 2017, the credit facility was further
renewed to extend the maturity date to May 31, 2019. The current credit facility contains customary representations and warranties, events of default, and
financial, affirmative and negative covenants for loan agreements of this kind. Covenants under the current credit facility restrict the payment of cash
dividends if the Company would be in violation of the minimum tangible net worth test or the leverage ratio test in the current loan agreement as a result of
the dividend, among various restrictions. We have been in compliance with these covenants throughout 2016 and during the first half of 2017 and anticipate
that we will continue to be in compliance during the remainder of 2017.
In the absence of a default, all borrowings under the current credit facility bear interest at the LIBOR Rate plus 1.50% per annum. The Company will pay a
non-usage fee under the current loan agreement at a rate per annum equal to between 0.15% and 0.35% of the unused amount of the current credit facility,
which fee is paid quarterly.
At June 30, 2017 and December 31, 2016, the Company had $20,000 and $5,000 in outstanding borrowings under the credit facility, respectively. At July 31,
2017, the Company had $20,000 in outstanding borrowings under the credit facility.
Interest Rate Risk
Changes in interest rates affect the interest paid on indebtedness under the credit facility because outstanding amounts of indebtedness under the credit facility
are subject to variable interest rates. Under the credit facility, the non-default rate of interest was equal to the LIBOR Market Index Rate plus 1.50% per
annum (for a rate of interest of 2.73% at June 30, 2017). At the borrowing level under the credit facility at June 30, 2017, a one percent change in the interest
rate on our variable-rate debt would not have a material impact on our financial position, results of operations or cash flows for the three-month period ended
June 30, 2017.
Other Long-Term Obligations
At June 30, 2017, the Company had approximately $1,543 in non-cancelable operating lease obligations.
7.

STOCK-BASED COMPENSATION

During the three months ended June 30, 2017 and 2016, the Company did not issue any stock options. The Company issued 26,000 shares of common stock
during the three months ended June 30, 2017 from the exercise of stock options, while none were issued during the three months ended June 30, 2016. At the
Annual Meeting of Stockholders of the Company held on May 26, 2017, the Company’s shareholders voted to approve the Miller Industries, Inc. 2016 Stock
Incentive Plan, pursuant to which 800,000 shares of common stock will be available for issuance pursuant to awards granted under the plan. For additional
disclosures related to the Company’s stock-based compensation refer to Notes 2 and 4 of the Notes to the Consolidated Financial Statements in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2016.
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8.

COMMITMENTS AND CONTINGENCIES

Commitments
The Company has entered into arrangements with third-party lenders where it has agreed, in the event of default by a customer, to repurchase from the thirdparty lender Company products repossessed from the customer. These arrangements are typically subject to a maximum repurchase amount. The maximum
amount of collateral that the Company could be required to purchase was approximately $53,101 at June 30, 2017, and $45,196 at December 31, 2016.
However, the Company’s risk under these arrangements is mitigated by the value of the products that would be repurchased as part of the transaction. The
Company considered the fair value at inception of its liability under these arrangements and concluded that the liability associated with these potential
repurchase obligations is not material and not probable at June 30, 2017.
At June 30, 2017, the Company had commitments of approximately $12,643 for construction and acquisition of property, plant and equipment. The Company
is finalizing the consolidation and expansion of its Pennsylvania manufacturing operations to increase capacity and improve operating efficiencies. The plan
includes consolidating primary manufacturing operations at one location. The current estimated costs of this project are approximately $24,700, including
machinery and equipment, buildings and improvements and land. Approximately $23,500 of these costs were incurred as of June 30, 2017 and are included in
property, plant and equipment, net on the consolidated balance sheets. The remainder of these costs are expected to be incurred during the third quarter of
2017. The timing and costs of the project are subject to change. We do not anticipate any employee severance costs or any material relocation expense
associated with the consolidation since the two existing facilities are very close to each other. In June 2017, the Company sold the remaining plant location
and realized a net gain of $601. A portion of the sold facility was leased from the buyer through November 2017 while production of certain equipment and
storage of raw materials is relocated to the other Pennsylvania and Tennessee locations.
The Company also began several capital projects during 2016 involving machinery and equipment and building improvements at its Ooltewah, Tennessee and
Greeneville, Tennessee facilities that it currently estimates will cost in total approximately $21,100. Approximately $17,000 of these costs were incurred as of
June 30, 2017 and are included in property, plant and equipment, net on the consolidated balance sheets. The remainder of these costs are expected to be
incurred during the remainder of 2017. In addition, the Company began construction on an administrative building at its Ooltewah, Tennessee facility in June
2017. The current estimated costs of this project are approximately $4,200. Approximately $100 of these costs were incurred as of June 30, 2017, and the
remaining costs are expected to be incurred by March 2018. The timing and cost of these projects are subject to change.
Contingencies
The Company is, from time to time, a party to litigation arising in the normal course of its business. Litigation is subject to various inherent uncertainties, and
it is possible that some of these matters could be resolved unfavorably to the Company, which could result in substantial damages against the Company. The
Company has established accruals for matters that are probable and reasonably estimable and maintains product liability and other insurance that management
believes to be adequate. Management believes that any liability that may ultimately result from the resolution of these matters in excess of available insurance
coverage and accruals will not have a material adverse effect on the consolidated financial position or results of operations of the Company.
9.

INCOME TAXES

In November 2015, the Financial Accounting Standards Board (“FASB”) amended the Income Taxes topic of the Accounting Standards Codification to
simplify the presentation of deferred income taxes by requiring that deferred tax liabilities and assets be classified as noncurrent in a classified statement of
financial position. The amendments will be effective for financial statements issued for annual periods beginning after December 15, 2016, and interim
periods within those annual periods, with early adoption permitted. The Company has elected to early adopt this standard on a retrospective basis. The effect
of this adoption was to present the Company’s deferred income tax accounts as a long-term deferred income tax liability on the consolidated balance sheets as
of December 31, 2016 and a long-term deferred income tax asset on the consolidated balance sheets as of December 31, 2015.
As of June 30, 2017, the Company had no federal or state net operating loss carryforwards.
As of June 30, 2017 the Company had approximately $1,157 of unrecognized tax benefits recorded as liabilities, and we are uncertain about if or when such
amounts may be settled. Related to the unrecognized tax benefits, the Company has also recorded a liability for potential penalties of $259 and interest of $20.
The Company is subject to United States federal income taxes, as well as income taxes in various states and foreign jurisdictions. The Company’s tax years
2015 and later tax years remain open to examination for U.S. federal income taxes. With few exceptions, the Company is no longer subject to state or
non-U.S. income tax examinations prior to 2013.
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10.

SHAREHOLDERS EQUITY

Dividends
The Company has paid consecutive quarterly cash dividends since May 2011. Dividend payments made for 2017, 2016, 2015 and 2014 were as follows:
Payment

Dividend
(per share)

Record Date

Payment Date

Q1 2014
Q2 2014
Q3 2014
Q4 2014
Total for 2014

March 17, 2014
June 16, 2014
September 15, 2014
December 8, 2014

March 24, 2014
June 23, 2014
September 22, 2014
December 15, 2014

Q1 2015
Q2 2015
Q3 2015
Q4 2015
Total for 2015

March 20, 2015
June 15, 2015
September 14, 2015
December 7, 2015

Q1 2016
Q2 2016
Q3 2016
Q4 2016
Total for 2016

March 21, 2016
June 13, 2016
September 12, 2016
December 5, 2016

Q1 2017
Q2 2017
Total for 2017

March 27, 2017
June 13, 2017

$

$
March 23, 2015
June 19, 2015
September 21, 2015
December 11, 2015

$

$
March 28, 2016
June 20, 2016
September 19, 2016
December 12, 2016

$

$
April 3, 2017
June 20, 2017

$
$

Amount
0.15
0.15
0.15
0.15
0.60

$

0.16
0.16
0.16
0.16
0.64

$

0.17
0.17
0.17
0.17
0.68

$

0.18
0.18
0.36

$

1,692
1,695
1,696
1,695
6,778

$

1,809
1,814
1,815
1,815
7,253

$

1,929
1,929
1,928
1,929
7,715

$

2,043
2,048
4,091

$

On August 7, 2017, the Company’s Board of Directors declared a quarterly cash dividend of $0.18 per share. The dividend is payable September 18, 2017 to
shareholders of record as of September 11, 2017.
11.

GEOGRAPHIC INFORMATION

Net sales and long-lived assets (property, plant and equipment and goodwill and intangible assets) by region were as follows (revenue is attributed to regions
based on the locations of customers):
For the Three Months Ended
June 30
2017
2016
Net Sales:
North America
Foreign

$
$

137,354 $
15,735
153,089 $

For the Six Months Ended
June 30
2017
2016

139,693 $
16,420
156,113 $
June 30,
2017

Long Lived Assets:
North America
Foreign

$
$
9

79,425 $
2,836
82,261 $

268,031 $
33,991
302,022 $
December 31,
2016
68,556
2,676
71,232

273,312
31,616
304,928

12.

CUSTOMER INFORMATION

No single customer accounted for 10% or more of consolidated net sales for the three months and six months ended June 30, 2017 and 2016.
13.

OTHER (INCOME) EXPENSE

Other (income) expense, net for the three months ended June 30, 2017 was a net gain of $470. This consisted of a gain on the sale of the Pennsylvania
property of $601 offset by a foreign currency translation net loss of $131. For the three months ended June 30, 2016, other (income) expense, net consisted of
a foreign currency translation net loss of $128.
Other (income) expense, net for the six months ended June 30, 2017 was a net gain of $484. This consisted of a gain on the sale of the Pennsylvania property
of $601 offset by a foreign currency translation net loss of $117. For the six months ended June 30, 2016, other (income) expense, net consisted of a foreign
currency translation net gain of $213.
14.

DERIVATIVE FINANCIAL INSTRUMENTS

The Company periodically enters into foreign currency exchange contracts designed to mitigate the impact of foreign currency risk. At June 30, 2017 and
December 31, 2016, the Company had no outstanding foreign currency exchange contracts.
15.

RECENT ACCOUNTING PRONOUNCEMENTS

Recently Issued Standards
In May 2014, the FASB issued guidance to change the recognition of revenue from contracts with customers. The core principle of the new guidance is that an
entity should recognize revenue to reflect the transfer of goods and services to customers in an amount equal to the consideration the entity receives or expects
to receive. In addition, during 2016 the FASB issued additional guidance to clarify certain implementation guidance previously issued and to rescind certain
SEC guidance effective upon an entity’s adoption of the new standard. The guidance will be effective for the Company for reporting periods beginning after
December 15, 2017. The Company plans to use the modified retrospective approach to implement the standard and continues to evaluate the effect that
implementation will have on its consolidated financial position, results of operations and cash flows.
The FASB's new leases standard Accounting Standard Update (“ASU”) 2016-02 Leases (Topic 842) was issued on February 25, 2016 and is intended to
improve financial reporting about leasing transactions. The standard affects all companies and other organizations that lease assets such as real estate,
airplanes, and manufacturing equipment. The standard will require organizations that lease assets referred to as “Lessees” to recognize on the balance sheet
the assets and liabilities for the rights and obligations created by those leases. An organization is to provide disclosures designed to enable users of financial
statements to understand the amount, timing, and uncertainty of cash flows arising from leases. These disclosures include qualitative and quantitative
requirements concerning additional information about the amounts recorded in the financial statements. Under the new guidance, a lessee will be required to
recognize assets and liabilities for leases with lease terms of more than 12 months. Consistent with current GAAP, the recognition, measurement, and
presentation of expenses and cash flows arising from a lease by a lessee primarily will depend on its classification as a finance or operating lease. However,
unlike current GAAP which requires only capital leases to be recognized on the balance sheet the new standard will require both types of leases (i.e. operating
and capital) to be recognized on the balance sheet. The FASB lessee accounting model will continue to account for both types of leases. The capital lease will
be accounted for in substantially the same manner as capital leases are accounted for under existing GAAP. The operating lease will be accounted for in a
manner similar to operating leases under existing GAAP, except that lessees will recognize a lease liability and a lease asset for all of those leases.
The standard will be effective for financial statements issued for annual periods, and interim periods within these annual periods, beginning December 15,
2018, with early adoption permitted. See Note 6 for the Company’s current lease commitments. The Company plans to use the modified retrospective
approach to implement the standard and is currently evaluating the effect that implementation will have on its consolidated financial position, results of
operations and cash flows.
10

In March 2016, the FASB issued guidance to simplify several aspects of the accounting for share-based payment award transactions including the income tax
consequences, the classification of awards as either equity or liabilities, and the classification on the statement of cash flows. Additionally, the guidance
simplifies two areas specific to entities other than public business entities allowing them apply a practical expedient to estimate the expected term for all
awards with performance or service conditions that have certain characteristics and also allowing them to make a one-time election to switch from measuring
all liability-classified awards at fair value to measuring them at intrinsic value. The amendments will be effective for the Company for annual periods
beginning after December 15, 2016 and interim periods within those annual periods. Early adoption is permitted. The Company does not expect these
amendments to have a material effect on its financial statements.
In May 2017, the FASB amended the requirements in the Compensation—Stock Compensation Topic of the Accounting Standards Codification (“ASC”)
related to changes to the terms or conditions of a share-based payment award. The amendments provide guidance about which changes to the terms or
conditions of a share-based payment award require an entity to apply modification accounting. The amendments will be effective for the Company for annual
periods, and interim periods within those annual periods, beginning after December 15, 2017. Early adoption is permitted. The Company does not expect these
amendments to have a material effect on its financial statements.
Recently Adopted Standards
In November 2015, the FASB amended the Income Taxes topic of the ASC to simplify the presentation of deferred income taxes by requiring that deferred tax
liabilities and assets be classified as noncurrent in a classified statement of financial position. The amendments will be effective for financial statements issued
for annual periods beginning after December 15, 2016, and interim periods within those annual periods, with early adoption permitted. The Company has
elected to early adopt this standard on a retrospective basis. The effect of this adoption was to present the Company’s deferred income tax accounts as a longterm deferred income tax liability on the consolidated balance sheets as of December 31, 2016 and a long-term deferred income tax asset on the consolidated
balance sheets as of December 31, 2015.
In July 2015, the FASB issued amendments to the Inventory topic of the ASC to require inventory to be measured at the lower of cost and net realizable value.
Other than the change in the subsequent measurement guidance from the lower of cost or market to the lower of cost and net realizable value for inventory,
there are no other substantive changes to the guidance on measurement of inventory. The amendments will be effective for fiscal years, and interim periods
within those fiscal years, beginning after December 15, 2016, with early adoption permitted. The Company adopted these amendments in the first quarter of
2017 and it did not have a material effect on its consolidated financial statements.
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ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Executive Overview
Miller Industries, Inc. is The World’s Largest Manufacturer of Vehicle Towing and Recovery Equipment®, with domestic manufacturing subsidiaries in
Tennessee and Pennsylvania, and foreign manufacturing subsidiaries in France and the United Kingdom. We offer a broad range of equipment to meet our
customers’ design, capacity and cost requirements under our Century®, Vulcan®, Challenger®, Holmes®, Champion®, Chevron™, Eagle®, Titan®, Jige™ and
Boniface™ brand names. In this Item 2 – “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” the words “Miller
Industries,” “the Company,” “we,” “our,” “ours” and “us” refer to Miller Industries, Inc. and its subsidiaries or any of them.
Our management focuses on a variety of key indicators to monitor our overall operating and financial performance. These indicators include measurements of
revenue, operating income, gross margin, earnings per share, capital expenditures and cash flow.
We derive revenues primarily from product sales made through our network of domestic and foreign independent distributors. Our revenues are sensitive to a
variety of factors including general economic conditions as well as demand for, and price of, our products, our technological competitiveness, our reputation
for providing quality products and reliable service, competition within our industry, and the cost of raw materials (including aluminum, steel and petroleumrelated products).
Our industry is cyclical in nature. In recent years, the overall demand for our products and resulting revenues have been positively affected by favorable
economic conditions, such as lower fuel prices, and positive consumer sentiment in our industry. However, historically, the overall demand for our products
and our resulting revenues have at times been negatively affected by:
•

wavering levels of consumer confidence;

•

volatility and disruption in domestic and international capital and credit markets and the resulting decrease in the availability of financing, including
floor plan financing, for our customers and towing operators;

•

significant periodic increases in fuel and insurance costs and their negative effect on the ability of our customers to purchase towing and related
equipment; and

•

the overall effects of global economic conditions.

We remain concerned about the effects of these factors on the towing and recovery industry, and we continue to monitor our overall cost structure to see that it
remains in line with business conditions.
In addition, we have been and will continue to be affected by changes in the prices that we pay for raw materials, particularly aluminum, steel, petroleumrelated products and other raw materials, which represent a substantial part of our total cost of operations. In the past, as we have determined necessary, we
have implemented price increases to offset higher costs. We also developed alternatives to some of the components used in our production process that
incorporate these raw materials, and our suppliers have implemented these alternatives in the production of our component parts. We continue to monitor raw
material prices and availability in order to more favorably position the Company in this dynamic market.
At June 30, 2017 and December 31, 2016, the Company had $20,000 and $5,000 in outstanding borrowings under the credit facility, respectively. At July 31,
2017, the Company had $20,000 in outstanding borrowings under the credit facility. The borrowings under the credit facility were primarily used to finance
our current capital expenditure projects for our Pennsylvania manufacturing operations and at our Ooltewah, Tennessee and Greeneville, Tennessee facilities.
Critical Accounting Policies
Our condensed consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United States of America,
which require us to make estimates. Certain accounting policies are deemed “critical,” as they require management’s highest degree of judgment, estimates
and assumptions. A discussion of critical accounting policies, the judgments and uncertainties affecting their application and the likelihood that materially
different amounts would be reported under different conditions or using different assumptions follows:
Accounts receivable
We extend credit to customers in the normal course of business. Collections from customers are continuously monitored and an allowance for doubtful
accounts is maintained based on historical experience and any specific customer collection issues. While such bad debt expenses have historically been within
expectations and the allowance established, there can be no assurance that we will continue to experience the same credit loss rates as in the past.
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Inventory
Inventory costs include materials, labor and factory overhead. Inventories are stated at the lower of cost or market (net realizable value), determined on a firstin, first-out basis. Appropriate consideration is given to obsolescence, valuation and other factors in determining net realizable value. Revisions of these
estimates could result in the need for adjustments.
Long-lived assets
Long-lived assets are reviewed for impairment whenever events or circumstances indicate that the carrying amount of these assets may not be fully
recoverable. When a determination has been made that the carrying amount of long-lived asset may not be fully recovered, the amount of impairment is
measured by comparing an asset’s estimated fair value to its carrying value. The determination of fair value is based on projected future cash flows discounted
at a rate determined by management, or if available independent appraisals or sales price negotiations. The estimation of fair value includes significant
judgment regarding assumptions of revenue, operating costs, interest rates, property and equipment additions, and industry competition and general economic
and business conditions among other factors. We believe that these estimates are reasonable; however, changes in any of these factors could affect these
evaluations. Based on these estimates, we believe that our long-lived assets are appropriately valued.
Goodwill
Goodwill is tested for impairment annually or if an event or circumstance occurs that would more likely than not reduce the fair value of the reporting unit
below the carrying amount. Goodwill is reviewed for impairment utilizing a qualitative assessment or a two-step process. If we choose to perform a qualitative
analysis of goodwill and determine that fair value more likely than not exceeds the carrying value, no further testing is needed. If we choose the two-step
approach, the first step identifies potential impairment by comparing the fair value of the reporting unit with its carrying value. If the fair value exceeds the
carrying value the second step is not necessary. If the carrying value is more than the fair value, the second step of testing is performed to compare the fair
value of the goodwill with its carrying value. An impairment loss would be recognized to the extent that the carrying value of the goodwill exceeds its fair
value. We cannot predict the occurrence of certain events or changes in circumstances that might adversely affect the carrying value of goodwill. Such events
might include, but are not limited to, the impact of the economic environment or a material change in a relationship with significant customers.
Warranty reserves
We estimate expense for product warranty claims at the time products are sold. These estimates are established using historical information about the nature,
frequency, and average cost of warranty claims. We review trends of warranty claims and take actions to improve product quality and minimize warranty
claims. We believe the warranty reserve is adequate; however, actual claims incurred could differ from the original estimates, requiring adjustments to the
accrual.
Income taxes
Our income tax expense, deferred tax assets and liabilities and liabilities for unrecognized tax benefits reflect management’s best assessment of estimated
current and future taxes to be paid. We are subject to income taxes in both the United States and foreign jurisdictions. Significant judgments and estimates are
required in determining the consolidated income tax expense.
Deferred income taxes arise from temporary differences between the tax basis of assets and liabilities and their reported amounts in the financial statements,
which will result in taxable or deductible amounts in the future. In evaluating our ability to recover our deferred tax assets within the jurisdiction from which
they arise, we consider all available positive and negative evidence, including scheduled reversals of deferred tax liabilities, projected future taxable income,
tax-planning strategies, and results of recent operations. The assumptions about future taxable income require significant judgment and are consistent with the
plans and estimates we use to manage the underlying businesses.
The calculation of our tax liabilities involves dealing with uncertainties in the application of complex tax laws and regulations in multiple foreign
jurisdictions. ASC 740 states that a tax benefit from an uncertain tax position may be recognized when it is more likely than not that the position will be
sustained upon examination, including resolutions of any related appeals or litigation process, on the basis of the technical merits.
We (1) record unrecognized tax benefits as liabilities in accordance with ASC 740 and (2) adjust these liabilities when our judgment changes as a result of the
evaluation of new information not previously available. Because of the complexity of some of these uncertainties, the ultimate resolution may result in a
payment that is materially different from our current estimate of the unrecognized tax benefit liabilities. These differences will be reflected as increases or
decreases to income tax expense in the period in which new information is available.
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Revenues
Under our accounting policies, revenues are recorded when the risk of ownership for products has transferred to independent distributors or other customers,
which generally occurs on shipment. From time to time, revenue is recognized under a bill and hold arrangement. Recognition of revenue on bill and hold
arrangements occurs when risk of ownership has passed to the customer, a fixed written commitment has been provided by the customer, the goods are
complete and ready for shipment, the goods are segregated from inventory, no performance obligation remains and a schedule for delivery has been
established. While we manufacture only the bodies of wreckers, which are installed on truck chassis manufactured by third parties, we frequently purchase the
truck chassis for resale to our customers. Sales of company-purchased truck chassis are included in net sales. Margin percentages are substantially lower on
completed recovery vehicles containing company-purchased chassis because the markup over the cost of the chassis is nominal.
Foreign currency translation
The functional currency for our foreign operations is the applicable local currency. The translation from the applicable foreign currencies to U.S. dollars is
performed for balance sheet accounts using current exchange rates in effect at the balance sheet date, historical rates for equity and the weighted average
exchange rate during the period for revenue and expense accounts. Foreign currency translation adjustments are included in shareholders’ equity.
Intercompany transactions denominated in a currency other than the functional currency are remeasured into the functional currency. Gains and losses
resulting from foreign currency transactions are included in other income and expense in our consolidated statements of income.
Results of Operations–Three Months Ended June 30, 2017 Compared to Three Months Ended June 30, 2016
Net sales for the three months ended June 30, 2017 decreased 1.9% to $153,089 from $156,113 for the comparable period in 2016. Domestic net sales for the
period decreased from $139,693 to $137,354 and foreign net sales decreased for the period from $16,420 to $15,735. Despite the slight decrease, we
continued to see solid demand in our domestic and international markets based on positive consumer sentiment.
Costs of operations for the three months ended June 30, 2017 decreased 1.2% to $135,486 from $137,076 for the comparable period in 2016. Overall, costs of
operations increased as a percentage of sales from 87.8% to 88.5% primarily due to product mix.
Selling, general, and administrative expenses for the three months ended June 30, 2017 increased to $9,066 from $8,318 for the three months ended June 30,
2016. The increase in expense was primarily attributable to increased personnel costs related to rising employee benefits costs. As a percentage of sales,
selling, general, and administrative expenses increased to 5.9% for the three months ended June 30, 2017 from 5.3 % for the three months ended June 30,
2016.
Total interest expense, net increased to $315 from $259 for the three months ended June 30, 2017 as compared to the prior year period. Increases in interest
expense were primarily due to increases in interest on distributor floor planning and chassis purchases, as well as borrowings under the credit facility.
Other (income) expense, net for the three months ended June 30, 2017 was a net gain of $470. This consisted of a gain on the sale of the Pennsylvania
property of $601 offset by a foreign currency translation net loss of $131. For the three months ended June 30, 2016, other (income) expense, net consisted of
a foreign currency translation net loss of $128.
The provision for income taxes for the three months ended June 30, 2017 and 2016 reflects a combined effective U.S. federal, state and foreign tax rate of
37.6% and 36.2%, respectively.
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Results of Operations–Six Months Ended June 30, 2017 Compared to Six Months Ended June 30, 2016
Net sales for the six months ended June 30, 2017 decreased 1.0% to $302,022 from $304,928 for the comparable period in 2016. Domestic net sales for the
period decreased from $273,312 to $268,031 offset by an increase in foreign net sales for the period from $31,616 to $33,991. Despite the slight overall
decrease, we continued to see solid demand in our domestic and international markets based on positive consumer sentiment.
Costs of operations for the six months ended June 30, 2017 decreased 1.4% to $269,024 from $272,921 for the comparable period in 2016. Overall, costs of
operations decreased as a percentage of sales from 89.5% to 89.1% primarily due to product mix and continued efforts to monitor costs while meeting
customer demand.
Selling, general, and administrative expenses for the six months ended June 30, 2017 increased to $18,110 from $16,328 for the six months ended June 30,
2016. The increase in expense was primarily attributable to increased personnel costs related to rising employee benefits costs. As a percentage of sales,
selling, general, and administrative expenses increased to 6.0% for the six months ended June 30, 2017 from 5.4% for the six months ended June 30, 2016.
Total interest expense, net increased to $693 from $457 for the six months ended June 30, 2017 as compared to the prior year period. Increases in interest
expense were primarily due to increases in interest on distributor floor planning and chassis purchases, as well as borrowings under the credit facility.
Other (income) expense, net for the six months ended June 30, 2017 was a net gain of $484. This consisted of a gain on the sale of the Pennsylvania property
of $601 offset by a foreign currency translation net loss of $117. For the six months ended June 30, 2016, other (income) expense, net consisted of a foreign
currency translation net gain of $213.
The provision for income taxes for the six months ended June 30, 2017 and 2016 reflects a combined effective U.S. federal, state and foreign tax rate of 36.9%
and 35.6%, respectively.
Liquidity and Capital Resources
Cash provided by operating activities was $1,392 for the six months ended June 30, 2017, compared to cash used by operating activities of $12,550 for the
comparable period in 2016. The cash provided by operating activities for the 2017 period was primarily attributable to consolidated net income. Cash used by
operating activities reflects increases in accounts receivable, increases in inventories and decreases in accounts payable, offset by decreases in prepaid
expenses and increases in accrued liabilities. Certain components of accounts receivable and accounts payable have extended collection and payment terms.
Cash used in investing activities was $12,999 for the six months ended June 30, 2017 compared to $13,195 for the comparable period in 2016. The cash used
in investing activities for both the 2017 and 2016 periods was primarily for the purchase of property, plant and equipment relating to the capital projects
described below.
Cash provided by financing activities was $11,051 for the six months ended June 30, 2017, compared to cash provided by financing activities of $16,142 for
the comparable period in 2016. The cash provided by financing activities for the 2017 period resulted from borrowings on the credit facility of $15,000 and
$142 of proceeds from stock option exercises offset by the cash used to pay dividends for the 2017 period of $4,091.
During the six months ended June 30, 2017, we borrowed a total of $35,000 and repaid a total of $20,000 under our credit facility. At July 31, 2017, we had
$20,000 in outstanding borrowings under the credit facility. Borrowings under the credit facility during 2017 were primarily used to finance our current capital
expenditure projects for our Pennsylvania manufacturing operations and our Ooltewah, Tennessee and Greeneville, Tennessee facilities.
As of June 30, 2017, we had cash and cash equivalents of $32,030 not including $30,000 of unused availability under our credit facility. Our primary cash
requirements include working capital, capital expenditures, the funding of any declared cash dividends and principal payments on indebtedness. At June 30,
2017, the Company had commitments of approximately $12,643 for construction and acquisition of property and equipment. We expect our primary sources
of cash to be cash flow from operations, cash and cash equivalents on hand at June 30, 2017 and additional borrowings under our credit facility as needed. We
expect these sources to be sufficient to satisfy our cash needs during 2017 and for the next several years. However, our ability to satisfy our cash needs will
substantially depend upon a number of factors including our future operating performance, taking into account the economic and other factors discussed above
and elsewhere in this Quarterly Report, as well as financial, business and other factors, many of which are beyond our control.
As of June 30, 2017 and December 31, 2016, $23,590 and $21,675, respectively, of the Company’s cash and temporary investments were held by foreign
subsidiaries and their holdings are generally based in the local currency. Amounts held by foreign subsidiaries are generally subject to U.S. income taxation on
repatriation to the U.S.
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The Company is finalizing the consolidation and expansion of its Pennsylvania manufacturing operations to increase capacity and improve operating
efficiencies. The plan includes consolidating primary manufacturing operations at one location. The current estimated costs of this project are approximately
$24,700, including machinery and equipment, buildings and improvements and land. Approximately $23,500 of these costs were incurred as of June 30, 2017
and are included in property, plant and equipment, net on the consolidated balance sheets. The remainder of these costs are expected to be incurred during the
third quarter of 2017. The timing and costs of the project are subject to change. We do not anticipate any employee severance costs or any material relocation
expense associated with the consolidation since the two existing facilities are very close to each other. In June 2017, the Company sold the remaining plant
location and realized a net gain of $601. A portion of the sold facility was leased from the buyer through November 2017 while production of certain
equipment and storage of raw materials is relocated to the other Pennsylvania and Tennessee locations.
The Company also began several capital projects during 2016 involving machinery and equipment and building improvements at its Ooltewah, Tennessee and
Greeneville, Tennessee facilities that it currently estimates will cost in total approximately $21,100. Approximately $17,000 of these costs were incurred as of
June 30, 2017 and are included in property, plant and equipment, net on the consolidated balance sheets. The remainder of these costs are expected to be
incurred during the remainder of 2017. In addition, the Company began construction on an administrative building at its Ooltewah, Tennessee facility in June
2017. The current estimated costs of this project are approximately $4,200. Approximately $100 of these costs were incurred as of June 30, 2017, and the
remaining costs are expected to be incurred by March 2018. The timing and cost of these projects are subject to change.
Credit Facilities and Other Obligations
Credit Facility
On April 6, 2010 we entered into a Loan Agreement with First Tennessee Bank National Association for a $20,000 unsecured revolving credit facility. On
December 21, 2011, our unsecured revolving credit facility was increased to $25,000. On June 11, 2015, the credit facility was further renewed to extend the
maturity date to March 31, 2018 and our unsecured revolving credit facility was increased to $30,000. On June 22, 2016, the credit facility was further
increased to $50,000 to give the Company greater flexibility to finance current capital expenditure projects. On April 5, 2017, the credit facility was further
renewed to extend the maturity date to May 31, 2019. The current credit facility contains customary representations and warranties, events of default, and
financial, affirmative and negative covenants for loan agreements of this kind. Covenants under the current credit facility restrict the payment of cash
dividends if the Company would be in violation of the minimum tangible net worth test or the leverage ratio test in the current loan agreement as a result of
the dividend, among various restrictions. We have been in compliance with these covenants throughout 2016 and during the first half of 2017 and anticipate
that we will continue to be in compliance during the remainder of 2017.
In the absence of a default, all borrowings under the credit facility bear interest at the LIBOR Rate plus 1.50% per annum. The Company will pay a non-usage
fee under the current loan agreement at a rate per annum equal to between 0.15% and 0.35% of the unused amount of the credit facility, which fee is paid
quarterly.
At June 30, 2017 and December 31, 2016, the Company had $20,000 and $5,000 outstanding borrowings under the credit facility, respectively. At July 31,
2017, the Company had $20,000 in outstanding borrowings under the credit facility. The borrowings under the credit facility were primarily used to finance
our current capital expenditure projects for our Pennsylvania manufacturing operations and at our Ooltewah, Tennessee and Greeneville, Tennessee facilities.
Other Long-Term Obligations
At June 30, 2017, we had approximately $1,543 in non-cancelable operating lease obligations.
ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

In the normal course of our business, we are exposed to market risk from changes in interest rates and foreign currency exchange rates that could impact our
results of operations and financial position.
Interest Rate Risk
Changes in interest rates affect the interest paid on indebtedness under our credit facility because the outstanding amounts of indebtedness under our credit
facility are subject to variable interest rates. Under our credit facility, the non-default rate of interest was equal to the LIBOR Market Index Rate plus 1.50%
per annum (for a rate of interest of 2.73% at June 30, 2017). At the borrowing level under the credit facility at June 30, 2017, a one percent change in the
interest rate on our variable-rate debt would not have a material impact on our financial position, results of operations or cash flows for the three-month period
ended June 30, 2017.
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Foreign Currency Exchange Rate Risk
We are subject to risk arising from changes in foreign currency exchange rates related to our international operations in Europe. We manage our exposure to
our foreign currency exchange rate risk through our regular operating and financing activities. Additionally, from time to time, we enter into certain forward
foreign currency exchange contracts.
Because we report in U.S. dollars on a consolidated basis, foreign currency exchange fluctuations could have a translation impact on our financial position. At
June 30, 2017, we recognized a $1,698 decrease in our foreign currency translation adjustment account compared with December 31, 2016 because of
fluctuations of the U.S. dollar against certain foreign currencies compared to a $888 increase for the prior year period.
For the three months ended June 30, 2017 and 2016, the impact of foreign currency exchange rate changes on our results of operations and cash flows was a
net loss of $131 and a net loss of $128, respectively.
For the six months ended June 30, 2017 and 2016, the impact of foreign currency exchange rate changes on our results of operations and cash flows was a net
loss of $117 and a net gain of $213, respectively.
ITEM 4.

CONTROLS AND PROCEDURES

Within 90 days prior to the filing date of this report, we carried out an evaluation, under the supervision and with the participation of our management,
including our co-Chief Executive Officers (CEOs) and Chief Financial Officer (CFO), of the effectiveness of the design and operation of our disclosure
controls and procedures as defined in Rules 13a-14(c) under the Securities Exchange Act of 1934. Based upon this evaluation, our CEOs and CFO have
concluded that the disclosure controls and procedures are effective to ensure that information required to be disclosed by us in reports that we file or submit
under the Exchange Act are recorded, processed, summarized and reported within the time periods specified in Securities and Exchange Commission rules
and forms.
There were no significant changes in our internal controls or in other factors that could significantly affect internal controls subsequent to the date of this
evaluation.
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PART II. OTHER INFORMATION
ITEM 1.

LEGAL PROCEEDINGS

We are, from time to time, a party to litigation arising in the normal course of our business. Litigation is subject to various inherent uncertainties, and it is
possible that some of these matters could be resolved unfavorably to us, which could result in substantial damages against us. We have established accruals for
matters that are probable and reasonably estimable and maintain product liability and other insurance that management believes to be adequate. Management
believes that any liability that may ultimately result from the resolution of these matters in excess of available insurance coverage and accruals will not have a
material adverse effect on our consolidated financial position or results of operations.
ITEM 1A.

RISK FACTORS

There have been no material changes to the Risk Factors included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2016.
ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.
ITEM 3.

DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4.

MINE SAFETY DISCLOSURES

Not applicable.
ITEM 5.

OTHER INFORMATION

None.
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ITEM 6.

EXHIBITS
Incorporated by
Reference to
Registration File
Number

Description

Form or
Report

Date of Report

Exhibit
Number in
Report

10.1

Amended and Restated Loan Agreement, dated as of April 5, 2017, by
and among the Registrant, certain of the Registrant’s wholly-owned
subsidiaries, and First Tennessee Bank National Association

Form 8-K

April 11, 2017

10.1

10.2

Amended and Restated Master Revolving Credit Note dated as of April
5, 2017 from the Registrant payable to First Tennessee Bank National
Association

Form 8-K

April 11, 2017

10.2

10.3

Miller Industries, Inc. 2016 Stock Incentive Plan

Schedule 14A

April 19, 2017

Appendix A

31.1

Certification Pursuant to Rules 13a-14(a)/15d-14(a) by Co-Chief
Executive Officer*

31.2

Certification Pursuant to Rules 13a-14(a)/15d-14(a) by Co-Chief
Executive Officer*

31.3

Certification Pursuant to Rules 13a-14(a)/15d-14(a) by Chief Financial
Officer*

32.1

Certification Pursuant to Section 1350 of Chapter 63 of Title 18 of
United States Code by Co-Chief Executive Officer±

32.2

Certification Pursuant to Section 1350 of Chapter 63 of Title 18 of
United States Code by Co-Chief Executive Officer±

32.3

Certification Pursuant to Section 1350 of Chapter 63 of Title 18 of
United States Code by Chief Financial Officer±

101

The following information from the Company’s quarterly report on
Form 10-Q for the quarterly period ended June 30, 2017 formatted in
Extensible Business Reporting Language (XBRL): (i) Condensed
Consolidated Balance Sheets – June 30, 2017 and December 31, 2016;
(ii) Condensed Consolidated Statements of Income for the three and
six months ended June 30, 2017 and 2016; (iii) Condensed
Consolidated Statements of Comprehensive Income for the three and
six months ended June 30, 2017 and 2016; (iv) Condensed
Consolidated Statements of Cash Flows for the six months ended June
30, 2017 and 2016; and (v) Notes to Condensed Consolidated
Financial Statements.*
*
±

Filed herewith
Exhibit is being furnished and shall not be deemed “filed” for
purposes of Section 18 of the Securities Exchange Act of 1934,
as amended, or otherwise subjected to the liabilities of that
Section. This exhibit shall not be incorporated by reference
into any given registration statement or other document
pursuant to the Securities Act of 1933, as amended, except as
shall be expressly set forth by specific reference in such a
filing.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Miller Industries, Inc. has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.
MILLER INDUSTRIES, INC.
By:

Date: August 9, 2017
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/s/ Deborah L. Whitmire
Deborah L. Whitmire
Executive Vice President and Chief Financial Officer

Exhibit 31.1
CERTIFICATIONS
I, Jeffrey I. Badgley, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Miller Industries, Inc.

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officers 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:

d.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

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 officers 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 registrant’s board of directors (or persons performing the
equivalent functions):

a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: August 9, 2017
/s/ Jeffrey I. Badgley
Jeffrey I. Badgley
Co-Chief Executive Officer

Exhibit 31.2
CERTIFICATIONS
I, William G. Miller II, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Miller Industries, Inc.

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officers 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:

d.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

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 officers 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 registrant’s board of directors (or persons performing the
equivalent functions):

a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: August 9, 2017
/s/ William G. Miller II
William G. Miller II
President and Co-Chief Executive Officer

Exhibit 31.3
CERTIFICATIONS
I, Deborah L. Whitmire, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Miller Industries, Inc.

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officers 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:

d.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

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 officers 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 registrant’s board of directors (or persons performing the
equivalent functions):

a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: August 9, 2017
/s/ Deborah L. Whitmire
Deborah L. Whitmire
Executive Vice President and Chief Financial Officer

Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
I, Jeffrey I. Badgley, Co-Chief Executive Officer of Miller Industries, Inc. (the “Company”), certify, pursuant to 18 U.S.C. § 1350 as adopted by §
906 of the Sarbanes-Oxley Act of 2002, that:
(1)

the Quarterly Report on Form 10-Q of the Company for the quarterly period ended June 30, 2017 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

Date: August 9, 2017
/s/ Jeffrey I. Badgley
Jeffrey I. Badgley
Co-Chief Executive Officer

Exhibit 32.2
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
I, William G. Miller II, President and Co-Chief Executive Officer of Miller Industries, Inc. (the “Company”), certify, pursuant to 18 U.S.C. § 1350 as
adopted by § 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

the Quarterly Report on Form 10-Q of the Company for the quarterly period ended June 30, 2017 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

Date: August 9, 2017
/s/ William G. Miller II
William G. Miller II
President and Co-Chief Executive Officer

Exhibit 32.3
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
I, Deborah L. Whitmire, Executive Vice President and Chief Financial Officer of Miller Industries, Inc. (the “Company”), certify, pursuant to 18
U.S.C. § 1350 as adopted by § 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

the Quarterly Report on Form 10-Q of the Company for the quarterly period ended June 30, 2017 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

Date: August 9, 2017
/s/ Deborah L. Whitmire
Deborah L. Whitmire
Executive Vice President and Chief Financial Officer

