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UNITED 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 November 24, 2018

OR

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

For the transition period from              to             

Commission File No. 000-00209

BASSETT FURNITURE INDUSTRIES, INCORPORATED

(Exact name of registrant as specified in its charter)
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VIRGINIA 54-0135270
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

3525 FAIRYSTONE PARK HIGHWAY

BASSETT, VIRGINIA
24055

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code 276/629-6000

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

Title of each class: Name of each exchange on which registered
Common Stock ($5.00 par value) NASDAQ

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    ☒  No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. ☐  Yes    ☒  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, and (2) has been subject to such filing requirements
for at least the past 90 days.     ☒  Yes    ☐  No

Indicate by check mark whether the registrant has submitted electronically 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 such files). ☒  Yes    ☐  No
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is 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 10-K.  ☐

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
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 12-b2 of the Exchange
Act).    ☐  Yes    ☒  No

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant as of
May 25, 2018 was $285,374,778.

The number of shares of the Registrant’s common stock outstanding on January 10, 2019 was 10,499,956.
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DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Bassett Furniture Industries, Incorporated definitive Proxy Statement for its 2019 Annual Meeting of
Stockholders to be held March 6, 2019, to be filed with the Securities and Exchange Commission pursuant to
Regulation 14A under the Securities Exchange Act of 1934 (the “Proxy Statement”) are incorporated by reference into
Part III of this Form 10-K.

Edgar Filing: BASSETT FURNITURE INDUSTRIES INC - Form 10-K

4



TABLE OF CONTENTS

FORWARD-LOOKING STATEMENTS 1

PART I
Item 1. Business 2
Item 1A.Risk Factors 7
Item 1B.Unresolved Staff Comments 9
Item 2. Properties 9
Item 3. Legal Proceedings 10
Item 4. Mine Safety Disclosures 10

Executive Officers of the Registrant 10

PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities 11

Item 6. Selected Financial Data 12
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 13
Item 7A.Quantitative and Qualitative Disclosures about Market Risk 28
Item 8. Financial Statements and Supplementary Data 29
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 63
Item 9A.Controls and Procedures 63
Item 9B.Other Information 65

PART III
Item 10. Directors, Executive Officers and Corporate Governance 65
Item 11. Executive Compensation 65
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 65
Item 13. Certain Relationships and Related Transactions, and Director Independence 65
Item 14. Principal Accountant Fees and Services 65

PART IV
Item 15. Exhibits 66
Item 16. Form 10-K Summary 67

SIGNATURES 68

Edgar Filing: BASSETT FURNITURE INDUSTRIES INC - Form 10-K

5



As used herein, unless the context otherwise requires, “Bassett,” the “Company,” “we,” “us” and “our” refer to
Bassett Furniture Industries, Incorporated and its subsidiaries. References to 2018, 2017, 2016, 2015 and 2014 mean
the fiscal years ended November 24, 2018, November 25, 2017, November 26, 2016, November 28, 2015 and
November 29, 2014.

Safe-harbor, forward-looking statements

This discussion contains certain forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995 with respect to the financial condition, results of operations and business of Bassett Furniture
Industries, Incorporated and subsidiaries. Such forward-looking statements are identified by use of forward-looking
words such as “anticipates”, “believes”, “plans”, “estimates”, “expects”, “aimed” and “intends” or words or phrases of similar
expression. These forward-looking statements involve certain risks and uncertainties. No assurance can be given that
any such matters will be realized. Important factors, which should be read in conjunction with Item 1A “Risk Factors”,
that could cause actual results to differ materially from those contemplated by such forward-looking statements
include:

●competitive conditions in the home furnishings industry

●general economic conditions, including the strength of the housing market in the United States

●overall retail traffic levels and consumer demand for home furnishings

●ability of our customers and consumers to obtain credit

●Bassett store openings and store closings and the profitability of the stores (independent licensees and
Company-owned retail stores)

●ability to implement our Company-owned retail strategies, including our initiatives to expand and improve our
digital marketing capabilities, and realize the benefits from such strategies as they are implemented

●
fluctuations in the cost and availability of raw materials, fuel, labor and sourced products, including those which
may result from the imposition of new or increased duties, tariffs, retaliatory tariffs and trade limitations with respect
to foreign-sourced products

●results of marketing and advertising campaigns

●effectiveness and security of our information technology systems
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●future tax legislation, or regulatory or judicial positions

●ability to efficiently manage the import supply chain to minimize business interruption

●concentration of domestic manufacturing, particularly of upholstery products, and the resulting exposure to business
interruption from accidents, weather and other events and circumstances beyond our control

●general risks associated with providing freight transportation and other logistical services due to our acquisition of
Zenith Freight Lines, LLC

1
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PART I

ITEM 1. BUSINESS

(dollar amounts in thousands except per share data)

General

Bassett is a leading retailer, manufacturer and marketer of branded home furnishings. Our products are sold primarily
through a network of Company-owned and licensee-owned branded stores under the Bassett Home Furnishings
(“BHF”) name, with additional distribution through other wholesale channels including multi-line furniture stores, many
of which feature Bassett galleries or design centers. We were founded in 1902 and incorporated under the laws of
Virginia in 1930. Our rich 116-year history has instilled the principles of quality, value, and integrity in everything we
do, while simultaneously providing us with the expertise to respond to ever-changing consumer tastes and meet the
demands of a global economy.

With 97 BHF stores at November 24, 2018 we have leveraged our strong brand name in furniture into a network of
Company-owned and licensed stores that focus on providing consumers with a friendly environment for buying
furniture and accessories.  Our store program is designed to provide a single source home furnishings retail store that
provides a unique combination of stylish, quality furniture and accessories with a high level of customer service.  In
order to reach markets that cannot be effectively served by our retail store network, we also distribute our products
through other wholesale channels including multi-line furniture stores, many of which feature Bassett galleries or
design centers. We use a network of over 30 independent sales representatives who have stated geographical
territories. These sales representatives are compensated based on a standard commission rate. We believe this blended
strategy provides us the greatest ability to effectively distribute our products throughout the United States and
ultimately gain market share.  

The BHF stores feature custom order furniture, free in-home design visits (“home makeovers”), and coordinated
decorating accessories.  Our philosophy is based on building strong long-term relationships with each customer.  Sales
people are referred to as “Design Consultants” and are trained to evaluate customer needs and provide comprehensive
solutions for their home decor.  Until a rigorous training and design certification program is completed, Design
Consultants are not authorized to perform in-home design services for our customers.
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We have factories in Newton, North Carolina and Grand Prairie, Texas that manufacture custom upholstered furniture,
a factory in Martinsville, Virginia that primarily assembles and finishes our custom casual dining offerings and a
factory in Bassett, Virginia that assembles and finishes our “Bench Made” line of custom, solid hardwood furniture. Our
manufacturing team takes great pride in the breadth of its options, the precision of its craftsmanship, and the speed of
its process, with custom pieces often manufactured within two weeks of taking the order in our stores. Our logistics
team then promptly ships the product to one of our home delivery hubs or to a location specified by our licensees.  In
addition to the furniture that we manufacture domestically, we source most of our formal bedroom and dining room
furniture (casegoods) and certain leather upholstery offerings from several foreign plants, primarily in Vietnam and
China. However, over 70% of the products we currently sell are manufactured in the United States.

We also own Zenith Freight Lines, LLC (“Zenith”) which provides logistical services to Bassett along with other
furniture manufacturers and retailers. Zenith delivers best-of-class shipping and logistical support services that are
uniquely tailored to the needs of Bassett and the furniture industry. Approximately 65% of Zenith’s revenue is
generated from services provided to non-Bassett customers.

On December 21, 2017, we purchased certain assets and assumed certain liabilities of Lane Venture from Heritage
Home Group, LLC for $15,556 in cash. Lane Venture is a manufacturer and distributor of premium outdoor furniture,
and is now being operated as a component of our wholesale segment. This acquisition marks our entry into the market
for outdoor furniture and we believe that Lane Venture will provide a foundation for us to become a significant
participant in this category. We distribute this brand outside of our BHF store network with plans to introduce a
Bassett-branded line in the BHF stores in 2020. See Note 3 to our consolidated financial statements for additional
details regarding this acquisition.

2
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Operating Segments

We have strategically aligned our business into three reportable segments: Wholesale, Retail – Company-owned stores,
and Logistical Services.

The wholesale home furnishings segment is involved principally in the design, manufacture, sourcing, sale and
distribution of furniture products to a network of BHF stores (Company-owned retail stores and licensee-owned
stores) and independent furniture retailers. Our retail segment consists of 65 Company-owned and operated BHF
stores. The following table shows the number of Company-owned stores by state as of November 24, 2018:

Number
of

Number
of

State Stores State Stores
Alabama 1 Missouri 1
Arizona 2 Nevada 1
Arkansas 1 New Jersey 1
California 5 New York 6
Connecticut 3 North Carolina 5
Delaware 1 Ohio 1
Florida 3 Oklahoma 1
Georgia 3 Pennsylvania 2
Kansas 1 South Carolina 1
Kentucky 1 Tennessee 1
Maryland 3 Texas 12
Massachusetts 3 Virginia 5
Mississippi 1 Total 65

Our six locations in the state of New York include a 16,000 square foot clearance center in Middletown, New York
which we opened during the third quarter of fiscal 2018. Unlike our other 64 BHF locations, the clearance center
offers only clearance merchandise at reduced price points and without design consulting services.

With our acquisition of Zenith in 2015, we created the logistical services operating segment which reflects the
operations of Zenith. In addition to providing shipping and warehousing services for the Company, Zenith also
provides similar services to other customers, primarily in the furniture industry.
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Wholesale Segment Overview

The wholesale furniture industry is very competitive and there are a large number of manufacturers both within and
outside the United States who compete in the market on the basis of product quality, price, style, delivery and service.
Additionally, many retailers source imported product directly, thus bypassing domestic furniture manufacturers and
wholesale importers. We believe that we can be successful in the current competitive environment because our
products represent excellent value combining attractive prices, quality and styling, prompt delivery, and superior
service.

Wholesale shipments by category for the last three fiscal years are summarized below:

2018 2017 2016

Bassett Custom Upholstery $141,321 55.2% $136,366 54.7% $127,989 53.3%
Bassett Leather 21,589 8.4 % 22,528 9.0 % 21,038 8.8 %
Bassett Custom Wood 46,074 18.0% 43,793 17.6% 36,517 15.2%
Bassett Casegoods 42,875 16.8% 42,874 17.2% 52,246 21.7%
Accessories 4,099 1.6 % 3,632 1.5 % 2,556 1.1 %
Total
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