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PART I— FINANCIAL INFORMATION
Item 1.

Condensed Consolidated Financial Statements
SHILOH INDUSTRIES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands)
January 31,
2020

October 31,
2019

(Unaudited)

ASSETS
Cash and cash equivalents
Accounts receivable, net
Related party accounts receivable
Prepaid income taxes
Inventories, net
Prepaid expenses

$

Other current assets
Total current assets
Property, plant and equipment, net
Goodwill
Intangible assets, net
Deferred income taxes
Operating lease assets
Other assets
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current debt
Accounts payable
Current portion of operating lease liabilities
Other accrued expenses
Accrued income taxes
Total current liabilities
Long-term debt
Long-term benefit liabilities
Deferred income taxes
Noncurrent operating lease liabilities
Other liabilities
Total liabilities
Commitments and contingencies
Stockholders’ equity:
Preferred stock, $0.01 per share; 5,000,000 shares authorized; no shares issued and
outstanding at January 31, 2020 and October 31, 2019, respectively

$
$

14,320
172,468
1,477
1,853
63,547
8,980
13,354
275,999
328,026
22,395
13,025
5,169
—
7,077
651,691

1,885 $
138,613
8,009
44,006
—
192,513
265,195
23,869
901
46,174
2,207
530,859

1,975
155,754
—
50,093
316
208,138
248,695
24,147
798
—
2,399
484,177

—

Common stock, par value $0.01 per share; 75,000,000 shares authorized at January 31, 2020
and October 31, 2019; 24,206,392 and 23,790,258 shares issued and outstanding at January
31, 2020 and October 31, 2019, respectively
Paid-in capital
Retained earnings
Accumulated other comprehensive loss, net
Total stockholders’ equity
Total liabilities and stockholders’ equity

12,260 $
164,767
1,519
734
63,347
7,926
15,360
265,913
325,079
22,425
12,546
8,538
54,617
6,481
695,599 $

$

242
117,008
112,186
(64,696)
164,740
695,599 $

The accompanying notes are an integral part of these condensed consolidated financial statements.
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—
238
116,436
115,866
(65,026)
167,514
651,691
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SHILOH INDUSTRIES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands, except per share data)
(Unaudited)
Three Months Ended January 31,
2020

Net revenues
Cost of sales

$

243,486
224,197

2019

$

258,933
245,242

Gross profit
Selling, general & administrative expenses
Amortization of intangible assets
Restructuring

19,289
16,703
519
3,803

13,691
16,085
521
3,006

Operating income (loss)
Interest expense
Interest income
Other (income) expense, net

(1,736)
4,356
(6)
(139)

(5,921)
3,355
(5)
(1,486)

Loss before income taxes
Benefit for income taxes

(5,947)
(2,267)

(7,785)
(3,087)

$

(3,680) $

(4,698)

$

(0.16) $

(0.20)

$

23,653
(0.16) $
23,653

23,385
(0.20)
23,385

Net loss
Loss per share:
Basic loss per share
Basic weighted average number of common shares
Diluted loss per share
Diluted weighted average number of common shares

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SHILOH INDUSTRIES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Dollar amounts in thousands)
(Unaudited)
Three Months Ended
January 31,
2020

Net loss
Other comprehensive income (loss)

$

2019

(3,680) $

(4,698)

Defined benefit pension plans & other post-retirement benefits

Amortization of net actuarial loss
Income tax (benefit)
Total defined benefit pension plans & other post-retirement benefits, net of
tax

376
(86)

288
(66)

290

222

—

18

—

18

18

(571)

(44)

111

175

86

149

(374)

Marketable securities
Realized gain
Total marketable securities, net of tax
Derivatives and hedging
Unrealized (loss) gain on interest rate swap agreements
Income tax benefit (provision)
Reclassification adjustments for settlement of derivatives included
in net income (loss)
Change in fair value of derivative instruments, net of tax
Foreign currency translation adjustments
Foreign currency translation gain (loss)
Unrealized gain (loss) on foreign currency translation
Comprehensive loss, net

$

(109)

2,705

(109)
(3,350) $

2,705
(2,127)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SHILOH INDUSTRIES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollar amounts in thousands)
(Unaudited)
Three months ended January 31,
2020

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization
Restructuring
Amortization of deferred financing costs
Deferred income taxes
Stock-based compensation expense
(Gain) loss on sale of assets
Loss on marketable securities
Changes in operating assets and liabilities:
Accounts receivable, net
Inventories, net
Prepaids and other assets
Payables and other liabilities
Prepaid and accrued income taxes
Net cash (used in) provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures
Proceeds from sale of assets
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Payment of capital leases
Proceeds from long-term borrowings
Repayments of long-term borrowings
Payment of deferred financing costs
Net cash provided by (used in) financing activities
Effect of foreign currency exchange rate fluctuations on cash
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$

$

(3,680) $

(4,698)

11,864
2,233
536
(2,961)
578
145
—

11,860
1,043
297
(3,918)
545
(2,915)
20

5,245
(584)
(1,061)
(21,157)
1,554
(7,288)

40,283
704
1,059
(34,138)
(3,781)
6,361

(11,522)
—
(11,522)

(15,661)
10,858
(4,803)

(90)
64,200
(47,700)
(98)
16,312
438
(2,060)
14,320
12,260 $

(201)
61,600
(68,300)
—
(6,901)
167
(5,176)
16,843
11,667

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SHILOH INDUSTRIES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(Dollar amounts in thousands)
(Unaudited)
Common
Stock (.01
Par Value)

October 31, 2018

$

Paid-inCapital

Retained
Earnings

Accumulated Other
Comprehensive
Loss

234 $ 114,405 $ 135,813 $

(50,930) $

—

—

Other comprehensive income (loss), net of tax

—

—

—

2,571

(3)

—

—

—

—

—

545

3

Stock-based compensation cost

—

545

—

199,522

Net loss
Restricted stock and exercise of stock options

(4,698)

Total Stockholders'
Equity

(4,698)
2,571

January 31, 2019

$

237 $ 114,947 $ 131,115 $

(48,359) $

197,940

October 31, 2019

$

238 $ 116,436 $ 115,866 $

(65,026) $

167,514

Net loss

—

—

Other comprehensive income (loss), net of tax

—

—

—

330

Restricted stock and exercise of stock options

4

(6)

—

—

—

—

Stock-based compensation cost
January 31, 2020

—
$

578

(3,680)

242 $ 117,008 $ 112,186 $

—

(64,696) $

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(3,680)
330
(2)
578
164,740

SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts and number of shares in thousands except per share data)

Note 1—Basis of Presentation
The condensed consolidated financial statements have been prepared for Shiloh Industries, Inc. and its subsidiaries
(collectively referred to as the "Company," "Shiloh Industries," "us," "our" or "we"), without audit, and pursuant to the rules and
regulations of the Securities and Exchange Commission (the "SEC"). The information furnished in the condensed consolidated
financial statements includes normal recurring adjustments and reflects all adjustments, which are, in the opinion of management,
necessary for a fair presentation of such financial statements. Certain information and footnote disclosures normally included in
financial statements prepared in accordance with accounting principles generally accepted in the United States ("GAAP") have
been condensed or omitted pursuant to the rules and regulations of the SEC. Although we believe that the disclosures are adequate
to make the information presented not misleading, these condensed consolidated financial statements should be read in conjunction
with the audited financial statements and the notes thereto included in our Annual Report on Form 10-K for the fiscal year ended
October 31, 2019.
Revenues and operating results for the three months ended January 31, 2020 are not necessarily indicative of the results to
be expected for the full year.
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SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Note 2—Recent Accounting Standards
Recently Issued Accounting Standards:

Standard

Description

ASU 2019-12
Income Taxes: Simplifying
the Accounting for Income
Taxes

This Accounting Standards Update
November 1, 2021
("ASU") removes specific exceptions to
the general principles in Topic 740 in
Generally Accepted Accounting
Principles (GAAP). It eliminates the need
for an organization to analyze whether the
following apply in a given period: (1)
Exception to the incremental approach for
intraperiod tax allocation, (2) Exception
accounting for basis differences when
there are ownership changes in foreign
investments, (3) Exception to the
requirement to recognize a deferred tax
liability for equity method investments
when a foreign subsidiary becomes an
equity method investment and (4)
Exception in interim period income tax
accounting for year-to-date losses that
exceed anticipated losses. Also, this
amendment updates the following: (1)
Making minor Codification
improvements for income taxes related to
employee stock ownership plans and
investments in qualified affordable
housing projects accounted for using the
equity method, (2) Requiring that an
entity reflect the effect of an enacted
change in tax laws or rates in the annual
effective tax rate computation in the
interim period that includes the enactment
date and (3) Requiring that an entity
evaluate when a step up in the tax basis of
goodwill should be considered part of the
business combination in which
the book goodwill was originally
recognized and when it should be
considered a separate transaction.

Effective Date

9

Effect on our financial
statements and other
significant matters
We are in the process of
evaluating the impact of
adoption of this standard on our
financial statements.

SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Effective Date

Effect on our financial
statements and other
significant matters

Standard

Description

ASU 2018-14
Compensation-Retirements
Benefits-Defined Benefit
Plans

This ASU amendment adds the following November 1, 2021
to disclosure requirements: (1) The
weighted-average interest crediting rates
used in the entity’s cash balance pension
plans and other similar plans; (2) A
narrative description of the reasons for
significant gains and losses affecting the
benefit obligation for the period; (3) An
explanation of any other significant
changes in the benefit obligation or plan
assets that are not otherwise apparent in
the other disclosures required by
Accounting Standards Codification
("ASC") Topic 715, CompensationRetirement Benefits. Also, this
amendment clarifies the guidance in ASC
715-20-50-3 on defined benefit plans to
require disclosure of (1) the projected
benefit obligation (PBO) and fair value of
plan assets for pension plans with PBOs
in excess of plan assets (the same
disclosure with reference to the
accumulated postretirement benefit
obligation rather than the PBO is required
for other postretirement benefit plans)
and (2) the accumulated benefit
obligation (ABO) and fair value of plan
assets for pension plans with ABOs in
excess of plan assets.

ASU 2016-13
Measurement of Credit
Losses on Financial
Instruments

The amendments change the impairment November 1, 2020 We are in the process of
model for financial assets measured at
with early adoption evaluating the impact of
amortized cost and available for sale
permitted.
adoption of this standard on our
equity securities. This new model will
financial statements and
apply to instruments such as loans, helddisclosures.
to-maturity debt securities, loan
commitments (including lines of credit),
financial guarantees accounted for under
ASC 460, net investments in leases,
reinsurance and trade receivables. This
model will result in an earlier recognition
of allowances for losses through the
establishment of an allowance account.
The estimate of expected credit losses
should consider historical and current
information, and the reasonable and
supportable forecasts of future events and
circumstances, as well as estimates of
prepayments.
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We are in the process of
evaluating the impact of
adoption of this standard on our
financial statements.

SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Effective Date

Effect on our financial
statements and other
significant matters

Standard

Description

ASU 2018-15 Goodwill
and Other-Internal-Use
Software

The amendments apply to the accounting November 1, 2020 We are in the process of
for implementation, setup and other
with early adoption evaluating the impact of
upfront costs (collectively referred to as permitted.
adoption of this standard on our
implementation costs) for entities that are
financial statements and
a customer in a hosting arrangement and
disclosures.
align the requirements for capitalizing
implementation costs incurred to develop
or obtain internal-use software (and
hosting arrangements that include an
internal-use software license). The
amendments also require customers to
expense capitalized implementation costs
over the term of the hosting arrangement
and in the same line on the income
statement as the fees associated with the
hosting service and payments for the
capitalized implementation costs in the
statement of cash flows in the same
manner as payments made for fees
associated with the hosting service.
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SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Recently Adopted Accounting Standards:

Standard

Description

Adoption Date

ASU 2016-02 Leases

This amendment requires lessees to
November 1, 2019
recognize a lease liability and a right-ofuse asset on the balance sheet and aligns
many of the underlying principles of the
new lessor model with those in ASC Topic
606, Revenue from Contracts with
Customers. The standard requires a
modified retrospective or current period
transition approach for capital and
operating leases existing at or entered into
after the beginning of the earliest
comparative period presented in the
financial statements, but it does not
require transition accounting for leases
that expire prior to the date of initial
adoption. In January 2018, the FASB
issued an amendment to ASC Topic 842
which permits companies to elect an
optional transition practical expedient to
not evaluate existing land easements
under the new standard if the land
easements were not previously accounted
for under existing lease guidance. In July
2018, the FASB issued ASU 2018-10,
Codification Improvements to Topic 842
which clarifies certain areas within ASU
2016-02. ASU 2018-11 Targeted
Improvements to Topic 842, Leases. This
amendment provides entities with an
additional (and optional) transition
method to adopt the new leases standard.
Under this new transition method, an
entity initially applies the new leases
standard at the adoption date. The
Company did not recognize any
cumulative-effect adjustment to the
opening balance of retained earnings in
the period of adoption.

Effect on our financial
statements and other
significant matters
See below (1) and refer to Note
9.

The Company has applied ASU 2016-02 and all related amendments ("ASC 842") using the current period adjustment
method. The Company did not record any adjustments to the opening balance of retained earnings as of November 1, 2019.
Therefore, the comparative information has not been adjusted and continues to be presented under prior lease guidance. In addition,
the Company elected the following package of practical expedients on a consistent basis permitting entities not to reassess: (1)
whether any expired or existing contract are or contain a lease; (2) lease classification for any expired or existing leases; (3)
whether initial direct costs for any expired or existing leases qualify for capitalization under the new amended guidance. As a result,
as of November 1, 2019, we recorded right-of-use ("ROU") assets of $50,540 for operating leases and $2,000 for financing leases.
This standard did not have a material impact on the Company's condensed consolidated statement of operations or statement of
cash flows.
(1)

The Company determines if an arrangement is a lease at inception. Operating leases are included in ROU assets and the
Company's short-term and long-term operating lease liability on our Condensed Consolidated Balance Sheets. Finance leases are
included in other assets, other current liabilities, and other non-current liabilities on our Condensed Consolidated Balance Sheets.
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SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

ROU assets represent our right to use an underlying asset for the lease term and lease liabilities represent our obligation to
make lease payments arising from the lease. Operating lease ROU assets and liabilities are recognized at commencement date
based on the present value of lease payments over the term of the lease. The Company includes options to extend or terminate the
lease when it is reasonably certain that we will exercise that option. As most of the Company's leases do not provide an implicitly
stated rate within the contact, we will use our incremental borrowing rate based on third party information available at the
commencement date in determining the present value of lease payments. Lease expenses for lease payments on operating leases is
recognized on a straight-line basis over the lease term. Additionally, the Company does not record a ROU asset or lease liability for
leases with an expected lease term of 12 months or less.
The Company has lease arrangements with lease and non-lease components, which are accounted for separately across the
Company's portfolio of leases. The non-lease components consist of maintenance, insurance, taxes and other expenses, and are
immaterial.
The Company has exercised the land easement expedient and will continue to treat land leases under legacy GAAP
provisions of ASC 840, Leases. If a modification or extension happens to a land lease, the Company will then treat the lease under
the ASC 842 requirements. Current land leases are being recorded in other assets on the Company's Condensed Consolidated
Balance Sheets.
Note 3—Revenue
The Company manufactures and sells products, primarily to original equipment manufacturers ("OEMs") and to OEMs
through Tier 1 suppliers. We enter into contracts with customers that create enforceable rights and obligations for the sale of those
products. While certain production is provided under awarded multi-year programs, these programs do not contain any commitment
to volume by the customer. Individual customer volume releases, blanket purchase orders, supply agreements, terms and conditions
represent the contract with the customer. Volume releases are limited to near-term customer requirements generally with delivery
periods within a few weeks. We do not have contract assets or liabilities as defined under ASC 606, "Revenue from Contracts with
Customers".
The Company participates in certain customers’ materials repurchase programs, under which we purchase materials directly
from a customer’s designated supplier, for use in manufacturing products for that customer. We take delivery and title to such
materials and bear the risk of loss and obsolescence. We invoice customers based upon negotiated selling prices, which inherently
include a component for materials under such repurchase programs. We have risks and rewards of a principal, and as such, for
transactions in which we participate in customers' materials resale programs, revenue is recognized on a gross basis for the entire
amount, including the component for purchases under that customers' material resale programs.
We provide customers with standard warranties customary in the industry that products will operate as intended or
designed, which are not separate performance obligations under ASC 606. We do not provide customers with the right to a refund,
but provide for product replacement. Returns or refunds for nonconforming products are not separate performance obligations
applicable to Shiloh's contract arrangements with customers.
We continue to include shipping and handling fees billed to customers in revenue, while including costs of shipping and handling in
costs of sales as a fulfillment cost. Taxes collected from customers are excluded from revenues and credited directly to obligations to
the appropriate government agencies. Payment terms with customers are established based on industry and regional practices and do
not exceed 180 days.
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SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Disaggregation of Net Revenues
The following table summarizes revenue for the three months ended January 31, 2020 and January 31, 2019:
Net Revenues
Three Months Ended January 31,
Region:

2020

North America

$

184,666

2019

$

195,145

Europe

57,015

64,764

Asia

11,091

3,914

Eliminations

(9,286)

(4,890)

Total Company

$

243,486

$

258,933

Note 4—Accounts Receivable, Net
Accounts receivable, net is expected to be collected within one year and is net of an allowance for doubtful accounts in the
amount of $815 and $884 at January 31, 2020 and October 31, 2019, respectively. We recognized bad debt expense of $12 for the
three months ended January 31, 2020, and recognized bad debt expense of $329 during the three months ended January 31, 2019, in
the condensed consolidated statement of operations.
We continually monitor our exposure with our customers and additional consideration is given to individual accounts in light
of the market conditions in the automotive and commercial vehicle markets.
As a part of our working capital management, the Company has entered into factoring agreements with third party financial
institutions ("institutions") for the sale of certain accounts receivable, with and without recourse. The sale of the receivables is
accounted for in accordance with ASC 860, Transfers and Servicing. Under that guidance, receivables are considered sold when they
are transferred beyond the reach of the Company and its creditors, the purchaser has the right to pledge or exchange the receivables,
and the Company has surrendered control over the transferred receivables. In addition, certain agreements address events and
conditions which may obligate the Company to immediately repay to the institutions the outstanding purchase price of the
receivables sold.
The total amount of trade accounts receivable factored was $9,203 and $8,779 as of January 31, 2020 and October 31, 2019,
respectively. As these sales of trade accounts receivable are with recourse, $8,087 and $9,188 were recorded in accounts payable as
of January 31, 2020 and October 31, 2019, respectively. The cost of selling these receivables is dependent upon the number of days
between the sale date of the receivables, the date the customer’s invoice is due and the interest rate. The expense associated with the
sale of these receivables is recorded as a component of selling, general and administrative expense in the accompanying condensed
consolidated statements of operations.
As of January 31, 2020 and October 31, 2019, $2,674 and $2,538 of trade accounts receivable were subject to factoring
without recourse, respectively. The amounts subject to factoring without recourse for the year 2020 have been included in the
proceeds for net cash provided by operating activities in the consolidated statements of cash flows. The expense associated with the
sale of the receivables is recorded as a component of selling, general and administrative expense in the accompanying consolidated
statements of operations.

Note 5—Related Party Receivables
MTD Products Inc. and MTD Holdings LLC are affiliates of Oak Tree Holdings LLC, which is a greater than 5% beneficial
owner of the Company's shares of Common Stock.
Sales to MTD Products Inc. and its affiliates were $1,643 and $1,857 for the three months ended January 31, 2020 and
2019, respectively. At January 31, 2020 and October 31, 2019, we had related party receivable balances of $1,519 and $1,477,
respectively, due from MTD Products Inc. and its affiliates.
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SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Note 6—Inventories, Net
Inventories, net consists of the following:
January 31,
2020

Raw materials
Work in process
Finished goods
Reserves
Total inventories, net

October 31,
2019

$

27,187 $
22,376
18,195
(4,411)

26,653
21,369
19,470
(3,945)

$

63,347 $

63,547

Note 7 —Goodwill and Intangible Assets
Goodwill:
The changes in the carrying amount of goodwill for the three months ended January 31, 2020 are as follows:
Balance October 31, 2019

$

22,395

$

22,425

30

Foreign currency translation
Balance January 31, 2020

Intangible Assets:
The changes in the carrying amount of finite-lived intangible assets for the three months ended January 31, 2020 are as
follows:
Customer
Relationships

Balance October 31, 2019

$

Amortization expense
Foreign currency translation
Balance January 31, 2020

$

Developed
Technology

Trade Name

Trademark

61 $

Total

8,977 $

2,979 $

1,008 $

(333)

(98)

(31)

(4)

(466)

—

(13)

—

—

(13)

8,644 $

2,868 $

977 $

57 $

13,025

12,546

Intangible assets are amortized on the straight-line method over their legal or estimated useful lives. The following
summarizes the gross carrying value and accumulated amortization for each major class of intangible assets:
January 31, 2020
Weighted
Average
Useful Life
(years)

Gross
Carrying Value
Net of Foreign
Currency

$

Accumulated
Amortization

Customer relationships

6.7

(8,917) $

8,644

Developed technology

8.7

7,120

(4,252)

2,868

Trade Name

7.9

1,875

(898)

977

Trademark

3.5

267

(210)

57

26,823 $

(14,277) $

$

15

17,561 $

Net

12,546

SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

Total amortization expense for the three months ended January 31, 2020 and 2019 was $519 and $521, respectively. A
favorable lease asset of $1,458 was acquired as part of the Brabant acquisitions in fiscal year 2018 with a 7-year useful life.
Amortization expense for the three months ended January 31, 2020 was $53 and is included within the amortization of intangible
assets. A net balance of $951 is included within other assets for the favorable lease asset. Amortization expense related to intangible
assets and the favorable lease asset is estimated to be as follows:
Twelve Months Ended January 31,

2021

$

2,056

2022

2,056

2023

2,056

2024

2,046

2025

1,941

Thereafter

3,342
$

13,497

Note 8—Financing Arrangements
Debt consists of the following:
January 31,
2020

Credit Agreement—interest rate of 5.13% at January 31, 2020 and 5.18% at October 31, 2019
Capital lease obligations
Total debt
Less: Current debt
Total long-term debt

October 31,
2019

$ 265,195 $ 248,695
1,885
1,975
267,080

250,670

1,885

1,975

$ 265,195 $ 248,695

At January 31, 2020, the Company had floating rate debt on a revolving line of credit of $265,195, net of its capital lease
obligations. The weighted average interest rate of all debt was 5.11% and 5.03% for the three months ended January 31, 2020 and
2019, respectively.
Revolving Credit Facility:
The Company and its subsidiaries are party to a Credit Agreement, dated October 25, 2013, as amended (the "Credit
Agreement") with Bank of America, N.A., as Administrative Agent, Swing Line Lender, Dutch Swing Line Lender and L/C Issuer,
JPMorgan Chase Bank, N.A. as Syndication Agent, Merrill Lynch, Pierce, Fenner & Smith Incorporated and J.P. Morgan Securities,
LLC as Joint Lead Arrangers and Joint Book Managers, The PrivateBank and Trust Company, Compass Bank and The Huntington
National Bank, N.A., as Co-Documentation Agents and the other lender parties thereto.
On June 6, 2019, we executed the Ninth Amendment to the Credit Agreement which improved certain thresholds for the
consolidated leverage ratio and various baskets related to the indebtedness of foreign subsidiaries, disposition of assets, capital
expenditures and sale leaseback transactions. The Ninth Amendment also adjusted the interest rate margins based on the applicable
pricing tiers, but did not modify the aggregate revolving commitments under the Credit Agreement.
Borrowings under the Credit Agreement bear interest, at our option, at LIBOR or the base (or "prime") rate established
from time to time by the Administrative Agent, in each case plus an applicable margin. The Fifth Amendment provided for an
interest rate margin on LIBOR loans of 1.5% to 3.0% and of 0.5% to 2.0% on base rate loans depending on the Company's leverage
ratio.
The Credit Agreement contains customary restrictive and financial covenants, including covenants regarding our
outstanding indebtedness and maximum leverage and interest coverage ratios. The Credit Agreement also contains standard
provisions relating to conditions of borrowing. In addition, the Credit Agreement contains customary events of default, including the
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non-payment of obligations by the Company and the bankruptcy of the Company. If an event of default occurs, all amounts
outstanding under the Credit Agreement may be accelerated and become immediately due and payable. We were in compliance with
the financial covenants as of January 31, 2020 and October 31, 2019. The interest coverage ratio remains at 3.5 times and the
leverage ratio decreases from 4.75 times in the first quarter of 2020 to 3.25 times in the fourth quarter of 2020.
After considering letters of credit of $4,254 that we have issued, unused commitments under the Credit Agreement were
$80,551 as of January 31, 2020. Actual borrowing capacity is subject to the Credit Agreement covenants and could be less than the
stated unused commitments.
Borrowings under the Credit Agreement are collateralized by a first priority security interest in substantially all of the
tangible and intangible property of the Company and our domestic subsidiaries and 66% of the stock of our foreign subsidiaries.
Other Debt:
We maintain finance leases for equipment used in our manufacturing facilities with lease terms expiring between 2019 and
2020. As of January 31, 2020, the present value of minimum lease payments under our capital leases amounted to $1,885.
Scheduled repayments of debt for the next five years are listed below:
Credit
Agreement

Twelve Months Ending January 31,

2021

$

Capital Lease
Obligations

— $

1,885 $

Total

1,885

2022

—

—

—

2023

265,195

—

265,195

2024

—

—

—

2025

—

—

—

Total

$

265,195 $

1,885 $

267,080

Note 9 — Leases
The Company leases office space, manufacturing space, computer equipment and other equipment under non-cancellable
lease arrangements. Additionally, some of the Company's real estate lease payments vary based on changes in the Consumer Price
Index ("CPI"). These specific lease liabilities are not remeasured as a result of changes to the CPI and are recognized in the period in
which the obligation for those payments was incurred.
The Company's lease arrangements have lease terms that expire between the years 2020 and 2036. The Company has
options to extend the terms of certain leases into future periods and for the options the Company is reasonably certain to exercise,
the payments associated with these renewal periods have been included in the measurement of the lease liabilities and ROU assets.
The Company's debt covenant requirements do not have any restrictions in terms of leasing arrangements on the Company or place
any other restrictions on the Company.
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Operating lease expenses are classified as cost of products sold and operating expenses on the Condensed Consolidated
Statement of Operations. The components of lease expense for the three months ended January 31, 2020 are as follows:
Three months ended
January 31, 2020

Lease cost

Finance lease expense
Amortization of right-of-use asset

$

93

Interest on lease liability

11

Total finance lease cost

$

104

Operating lease expense
Operating leases

$

3,332

Short-term leases (1)

192

Total lease expense

$

3,524

(1) Includes expenses for month-to-month equipment leases, which are classified as short-term as the Company is not reasonably certain to renew the lease term beyond a month.

The weighted average remaining operating and finance lease terms and weighted average discount rates are as follows:
Three months ended
January 31, 2020

Weighted average remaining lease term of operating leases (in years)

16.7

Weighted average discount rate of operating leases

5.19%

Weighted average remaining lease term of finance leases (in years)

0.58

Weighted average discount rate of finance leases

4.57%

Other supplemental cash flow information related to leases is as follows:
Three months ended
January 31, 2020

Other Information

Cash paid for amounts included in the measurement of lease liabilities
Operating cash outflows from finance leases

$

Operating cash outflows from operating leases

93
2,197

Financing cash outflows from finance leases

11

Maturities of operating and finance lease liabilities as of January 31, 2020 are as follows:
Years Ending October 31,
2020 (1)

$

2021

9,385
10,240

2022

8,198

2023

6,571

2024

4,750

Thereafter

40,391

Total lease payments

79,535

Less: imputed interest

25,352

Total lease liabilities (2)

$

(1) Excluding the three months ended January 31, 2020.
(2) Operating lease payments include $18,778 related to options to extend lease terms that are reasonably certain of being exercised.
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The aggregate amount of future minimum annual rental payments applicable to non-cancelable leases as of October 31,
2019 were as follows:
Year Ending October 31,
2020

$

12,040

2021

8,960

2022

5,102

2023

3,816

2024

2,717

Thereafter

10,513

Total

$

43,148

Note 10—Pension and Other Post-Retirement Benefit Matters
U.S Plans
The components of net periodic benefit cost for the three months ended January 31, 2020 and 2019 are as follows:
Pension Benefits

Other Post-Retirement
Benefits

Three Months Ended January 31,

Three Months Ended January 31,

2020

2019

2020

2019

Interest cost
Expected return on plan assets
Amortization of net actuarial loss

$

675 $
(831)
374

841 $
(835)
287

2 $
—
2

3
—
1

Net periodic cost

$

218 $

293 $

4 $

4

We made contributions of $219 to our U.S. pension plans during the three months ended January 31, 2020. We expect to
contribute an additional $897 to our U.S. pension plans before the end of fiscal 2020.
We report the service cost component of the net periodic pension and post-retirement costs in the same caption as other
compensation costs arising from services rendered. The other components of net period costs are presented outside of operating
income in other (income) expense, net.
Non-U.S. Plans
For our Swedish operations, the majority of the pension obligations are covered by insurance policies with insurance
companies. Pension commitments in our Polish operations were $1,293 at January 31, 2020 and $1,267 at October 31, 2019. The
liability represents the present value of future obligations and is calculated on an actuarial basis. The Polish operations recognized
expense of $144 for the three months ended January 31, 2020 and $86 for the three months ended January 31, 2019, respectively.
The insurance contracts guarantee a minimum rate of return. We have no input into the investment strategy of the assets
underlying the contracts, but they are typically heavily invested in active bond markets and are highly regulated by local law.
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Note 11—Accumulated Other Comprehensive Loss
Changes in accumulated other comprehensive loss in stockholders' equity by component for the three months ended
January 31, 2020 and 2019 is as follows:
Pension and
Post Retirement
Plan Liability
(1)

Balance at October 31, 2018

$

Other comprehensive income (loss), net of tax
Amounts reclassified from accumulated other
comprehensive loss, net of tax
Net current-period other comprehensive
income (loss)
$
Balance at January 31, 2019

Marketable
Securities
Adjustment (1)

(29,137) $

$

Other comprehensive loss, net of tax
Amounts reclassified from accumulated other
comprehensive loss, net of tax
Net current-period other comprehensive
income (loss)
Balance at January 31, 2020

$

(18) $

104 $

—

—

(460)

222

18

86

18

(374)

— $

(270) $

222
(28,915) $

Pension and
Post Retirement
Plan Liability
(1)

Balance at October 31, 2019

Foreign
Currency
Translation
Adjustment (3)

Interest Rate
Swap
Adjustment (2)

Marketable
Securities
Adjustment (1)

(37,883) $

— $

Interest Rate
Swap
Adjustment (2)

Accumulated
Other
Comprehensive
Loss

(21,879) $

(50,930)

2,705

2,245

—

326

2,705

2,571

(19,174) $

(48,359)

Foreign
Currency
Translation
Adjustment (3)

(628) $

(26,515) $

Accumulated
Other
Comprehensive
Loss

(65,026)

—

—

(26)

(109)

(135)

290

—

175

—

465

290

—

(37,593) $

— $

149
(479) $

(109)
(26,624) $

330
(64,696)

(1) Amounts reclassified from accumulated other comprehensive loss, net of tax are classified with other expense included on the statements of operations.
(2) Amounts reclassified from accumulated other comprehensive loss, net of tax are classified with interest expense included on the statements of operations.
(3) The net investment derivative instrument is recognized in accumulated other comprehensive loss and reclassified to income in the same period when a gain or loss related to that net investment in foreign
operation is included in income.

Note 12—Derivatives and Financial Instruments
The Company is exposed to, among other risks, the impact of changes in commodity prices, foreign currency exchange
rates, and interest rates in the normal course of business. The Company's financial risk management program is designed to manage
the exposure and volatility arising from these risks and utilizes derivative financial instruments to offset a portion of these risks. We
do not enter into derivative financial instruments for trading or speculative purposes. On an on-going basis, we monitor counterparty
credit ratings. We consider credit non-performance risk to be low because we enter into agreements with commercial institutions that
have investment grade credit rating.
On March 1, 2018, we entered into a cross-currency swap in which we would settle interest on the notional amount in Euros
and settle interest on the notional amount in dollars, both at a variable rate. The objective of the transaction was to protect the initial
net investment in Brabant against adverse changes in the exchange rate between the U.S. dollar and the Euro. Hedge effectiveness
was assessed based upon changes in the spot foreign exchange rate. As such, the change in value of the cross-currency interest rate
swap related to the change in spot rates was effective at offsetting changes in cumulative translation adjustment related to the portion
of our net investment in Brabant up to the notional amount of the cross-currency interest rate swap.
Under the cross-currency interest rate swap, we received €53,000 on which we would settle interest at the 1-month Euribor
rate, and we lent to the counterparty $64,930 on which we would settle interest at the 1-month LIBOR rate. Interest payments were
made at the end of every month. The notional amounts in the respective currencies exchanged at the beginning of the cross-currency
interest rate swap period were to be repaid at the end of the cross-currency interest rate swap period. The initial maturity of the crosscurrency interest rate swap was October 31, 2022. In the second quarter of fiscal 2019, the cross-currency interest rate swap was
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discontinued and settled in cash for $5,110. The cash value at settlement was driven by changes in foreign currency exchange rates
and debt markets from inception to settlement. There was no impact to net income upon settlement.
On February 25, 2014, we entered into an interest rate swap with an aggregate notional amount of $75,000 designated as a
cash flow hedge to manage interest rate exposure on our floating rate LIBOR based debt under the Credit Agreement. The interest
rate swap is an agreement to exchange payment streams based on the notional principal amount. This agreement fixes our future
interest rate at 2.74% plus the applicable margin as provided in the Fifth Amendment discussed in Note 8 - Financing Arrangements,
on an amount of our debt principal equal to the then-outstanding swap notional amount. The forward interest rate swap commenced
on March 1, 2015 with an initial $25,000 base notional amount. The second notional amount of $25,000 commenced on September
1, 2015 and the final notional amount of $25,000 commenced on March 1, 2016. The base notional amount plus each incremental
addition to the base notional amount has a five-year maturity of February 29, 2020, August 31, 2020 and February 28, 2021,
respectively. On the date the interest swap was entered into, we designated the interest rate swap as a hedge of the variability of cash
flows to be paid relative to our variable interest rate monies borrowed. Any ineffectiveness in the hedging relationship is recognized
immediately into earnings.
Our derivatives at January 31, 2020 consist of interest rate swap contracts, all of which are over-the-counter and not traded
through an exchange. The Company uses widely accepted valuation tools to determine fair value, such as discounting cash flows to
calculate a present value for the derivatives. The models use Level 2 inputs, such as forward curves and other commonly quoted
observable transactions and prices. The fair value of our derivatives and hedging instruments are all classified as Level 2 investments
within the three-tier hierarchy.
The following table discloses the fair value and balance sheet location of our derivative instruments:
Asset (Liability) Derivatives
Balance Sheet
Location

January 31, 2020

October 31, 2019

Cash Flow Hedging Instruments:

(Other liabilities)
Other assets

Interest rate swap contracts

$

(621)

$

(814)

As a result of the hedging relationships being highly effective, the net interest payments accrued each period are reflected in
net income (loss) as adjustments of interest expense, and the remaining change in the fair value of the derivatives is recognized in
accumulated other comprehensive loss ("AOCI").
Derivative activity is included in interest expense and cash paid for interest. The following table presents the effect of our
derivative instruments on the condensed consolidated statements of operations and the effects of hedging on those line items:
Three months ended
January 31, 2020

Location
Interest expense

$

4,356 $

Effect of hedging on interest expense

$

175 $

Three Months Ended
January 31, 2019

3,355
(368)

Note 13—Stock Incentive Compensation
Stock Incentive Compensation requires us to expense share-based payment awards granted. Compensation cost for sharebased payment transactions are measured at fair value. For stock options, we use the simplified method of calculating the expected
term and historical volatility to compute fair value under the Black-Scholes option-pricing model. The risk-free rate for periods
within the contractual life of the option is based on the U.S. zero coupon Treasury yield in effect at the time of grant. New restricted
stock and restricted stock unit grants are calculated using the average market price of our common stock over a consistent
predetermined number of days prior to the grant date and then valued at the closing market price of our common stock on the date of
grant. We do not estimate a forfeiture rate at the time of grant. Instead, we adjust share-based compensation expense when actual
forfeitures occur.

21

SHILOH INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

2019 Equity and Incentive Compensation Plan
Long-Term / Annual Incentives
On February 26, 2019, stockholders approved and adopted the 2019 Equity and Incentive Compensation Plan ("2019 Plan"
or "Incentive Plan"), which replaced the 2016 Equity and Incentive Compensation Plan. The 2019 Plan authorizes the Compensation
Committee of the Board of Directors of the Company to grant to officers and other key employees, including directors, of the
Company and our subsidiaries (i) stock options, (ii) appreciation rights, (iii) restricted shares, (iv) restricted stock units, (v) cash
incentive awards, performance shares and performance units and (vi) other awards. An aggregate of 1,500,000 shares of common
stock, subject to adjustment upon occurrence of certain events to prevent dilution or expansion of the rights of participants that might
otherwise result from the occurrence of such events, was reserved for issuance pursuant to the Incentive Plan. An individual’s award
of options and / or appreciation rights is limited to 500,000 shares during any calendar year. Also, an individual's award of restricted
shares, restricted share units and performance based awards is limited to 350,000 shares during any calendar year.
The following table summarizes the Company’s Incentive Plan activity for the three months ended January 31, 2020 and
2019:
Stock Options

Outstanding at:

Options

Restricted Stock

Weighted
Average
Exercise
Price

Weighted
Average
Remaining
Contractual
Life

1.84

November 1, 2018

33

$9.42

Granted

—

Options exercised
or restricted stock
vested

Restricted
Shares

Grant
Fair
Value

Restricted Stock Units
Weighted
Average
Remaining
Contractual
Life

Restricted
Share Units

1.87

26

$8.17

Grant
Fair
Value

Weighted
Average
Remaining
Contractual
Life

478

$7.45

—

294

7.06

22

6.96

—

—

(123)

7.66

(6)

7.68

Forfeited or expired

—

—

(32)

7.24

—

—

January 31, 2019

33

$9.42

1.59

617

$7.23

2.36

42

$7.60

2.31

November 1, 2019

23

$11.25

1.31

603

$7.00

1.86

47

$6.81

1.88

Granted
Options exercised
or restricted stock
vested
Forfeited or expired

—

—

459

3.77

37

3.77

—

—

(163)

7.36

(9)

7.28

—

—

(49)

6.30

(2)

7.35

January 31, 2020

23

$11.25

850

$5.20

73

$5.19

1.06

2.17

1.37

2.28

We recorded stock compensation expense related to stock options, restricted stock and restricted stock units during the
three months ended January 31, 2020 and 2019 as follows:
Three Months Ended January 31,
2020

Restricted stock

$

Restricted stock units

2019

533 $
45

Total

$

578 $

509
36
545

Stock Options - The exercise price of each stock option equals the market price of our common stock on the grant date.
Compensation expense is recorded at the grant date fair value, adjusted for forfeitures as they occur, and is recognized over the
applicable vesting periods. Our stock options generally vest over three years, with a maximum term of ten years. Incentive stock
options were not granted during the three months ended January 31, 2020 and 2019.
Options that have an exercise price greater than the market price are excluded from the intrinsic value computation. At
January 31, 2020 and October 31, 2019, the options outstanding and exercisable had an intrinsic value of $0 for both periods.
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Restricted Stock Awards - New restricted stock grants are calculated using the average market price of our common stock
over a consistent predetermined number of days prior to the grant date and then valued at the closing market price of our common
stock on the date of grant. Compensation expense is recorded at the grant date fair value, adjusted for forfeitures as they occur and is
recognized over the applicable vesting periods. The vesting periods range between one to three years. As of January 31, 2020, there
was $3,630 of total unrecognized compensation costs related to these restricted stock awards to be recognized over the next three
fiscal years.
Restricted Stock Units - New restricted stock unit grants are calculated using the average market price of our common
stock over a consistent predetermined number of days prior to the grant date and then valued at the closing market price of our
common stock on the date of grant. Compensation expense is recorded at the grant date fair value, adjusted for forfeitures as they
occur and is recognized over the applicable vesting periods. The vesting periods range between one to three years. As of January 31,
2020, there was $271 of total unrecognized compensation expense related to these restricted stock units that is expected to be
recognized over the next three fiscal years.
Note 14—Fair Value of Financial Instruments
The methods that we use may produce a fair value calculation that may not be indicative of net realizable value or reflective
of future fair values. Furthermore, while we believe our valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value of certain financial instruments could
result in a different fair value measurement at the reporting date.
Assets and liabilities remeasured and disclosed at fair value on a recurring basis at January 31, 2020 and October 31, 2019
are set forth in the table below:
Asset (Liability)

Level 1

Level 2

Valuation Technique

October 31, 2019
Interest Rate Swap Contracts

$

(814)

— $

(814) Income Approach

(621)

—

(621) Income Approach

January 31, 2020
Interest Rate Swap Contracts

We calculate the fair value of our interest rate swap contracts using quoted interest rate curves to calculate forward values
and then discount the forward values.
The discount rates for all derivative contracts are based on quoted swap interest rates or bank deposit rates. For contracts
which, when aggregated by counterparty, are in a liability position, the rates are adjusted by the credit spread that market participants
would apply if buying these contracts from our counterparties.
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Note 15—Restructuring Charges
During the fourth quarter of fiscal 2017, management initiated restructuring activities to reshape Shiloh's global footprint to
be flexible to market conditions. Activities included actions such as consolidating manufacturing facilities, making geographical
shifts to place production closer to customer facilities, centralizing departments, optimizing our product portfolio and capturing
synergies. Management believes these strategic moves will result in a stronger and more agile organization.
During the three months ended January 31, 2020 and 2019, we incurred $3,803 and $3,006, respectively related to
employee, professional, legal and other restructuring related costs. We have incurred restructuring expenses of $32,265 since
initiating the restructuring activities.
Global restructuring initiatives have continued to evolve and expand across the organization. We expect to incur
additional restructuring costs over and beyond the next twelve months to execute planned restructuring initiatives. Costs of planned
restructuring actions will primarily include employee costs and professional fees to execute initiatives. Future restructuring actions
will depend upon market conditions, customer actions and other factors.
The following table presents information about restructuring costs recorded for the three months ended January 31, 2020:
Three Months Ended January 31,
2020

Employee costs

$

2019

920 $

Professional and legal costs

2,640

1,242

243

1,211

3,803 $

3,006

Other
$

553

The following table presents a rollforward of the beginning and ending liability balances related to the restructuring costs
which are included in the condensed consolidated balance sheets in other accrued expenses for the above-mentioned actions through
January 31, 2020 and January 31, 2019:
Balance as of
October 31, 2018

Employee costs

$

Professional and legal costs
Other
$

367 $

$

553 $

Balance as of
January 31, 2019

Payments

181 $

739

248

1,242

571

919

—

1,211

1,211

—

3,006 $

1,963 $

615 $

Balance as of
October 31, 2019

Employee costs

Restructuring
Expense

2,639 $

Restructuring
Expense

920 $

1,658

Balance as of
January 31, 2020

Payments

20 $

3,539

Professional and legal costs

1,672

2,640

1,523

2,789

Other

1,167

243

27

1,383

3,803 $

1,570 $

7,711

$

5,478 $

Note 16—Income Taxes
The provision for income taxes for the three months ended January 31, 2020 was a benefit of $2,267 on loss before income
taxes of $5,947 for a consolidated effective tax rate of 38.1%. During the first quarter of 2020, we recorded a discrete tax benefit
related to an adjustment of a valuation allowance for $3,029.
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The provision for income taxes for the three months ended January 31, 2019 was a benefit of $3,087 on loss before income
taxes of $7,785 for a consolidated effective tax rate of 39.7%.
The U.S. Internal Revenue Service has proposed disallowances of the majority of fiscal years 2012 and 2013 U.S. R&D
credits claimed. We are disputing this tax credit matter and intend to vigorously defend our position. We believe the ultimate
resolution of the matters will not materially impact our results of operations, financial position or cash flows. With any tax
controversy and litigation, there is, however, a chance of unforeseen loss which due to the number of years involved could materially
impact our results, financial position and cash flows. For open tax years through fiscal year 2020, the total amounts related to the
unreserved portion of the tax contingency, inclusive of any related interest, amounts to approximately $10,000, of which the majority
has been assessed by management as being remote as to the likelihood of ultimately resulting in a loss to the Company. We routinely
assess tax matters as to the probability of incurring a loss and record our best estimate of the ultimate loss in situations where we
assess the likelihood of an ultimate loss as probable.

Note 17—Earnings Per Share
Basic earnings per share is computed by dividing net income (loss) available to common stockholders by the weighted
average number of shares of Common Stock outstanding during the period. In addition, the shares of Common Stock issuable
pursuant to restricted stock awards, restricted stock units and stock options outstanding under the 2019 Plan are included in the
diluted earnings per share calculation to the extent they are dilutive. For the three months ended January 31, 2020 and 2019, 1,020
and 625 stock awards, respectively, were excluded from the computation of diluted earnings per share because their inclusion would
be anti-dilutive. The following is a reconciliation of the numerator and denominator of the basic and diluted earnings per share
computation for net loss per share:
Three Months Ended January 31,

2020

Net loss available to common stockholders

$

Basic weighted average shares
Effect of dilutive securities:
Restricted stock, units and stock options (1)
Diluted weighted average shares

2019

(3,680) $

(4,698)

23,653

23,385

—

—

23,653

23,385

Basic loss per share

$

(0.16) $

(0.20)

Diluted loss per share

$

(0.16) $

(0.20)

(1) Due to a loss for the three months ended January 31, 2020, no restricted stock, restricted stock units or stock options are included because the effect
would be anti-dilutive.

Note 18—Business Segment Information
We conduct our business and report our information as one operating segment and, therefore, disclose one reportable
segment - Automotive and Commercial Vehicles. Our chief operating decision maker is the executive leadership team, which
includes certain Vice Presidents, all Senior Vice Presidents and the Chief Executive Officer. This team has the final authority over
performance assessment and resource allocation decisions. In determining that one operating segment is appropriate, we considered
the nature of the business activities and the existence of managers responsible for the operating activities. Customers and suppliers
are substantially the same in the automotive and commercial vehicle industry.
Foreign net revenues were 26.7% and 26.4% of net revenues for the three months ended January 31, 2020 and 2019,
respectively. Foreign net revenues, and geographic regions quantified in the table below, are based upon the location of the entity
recording the sale.
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Net Revenues
Three Months Ended January 31,

Geographic Region:

2020

North America

$

Europe
Asia
Total Company

$

2019

178,487 $

190,466

56,992

64,553

8,007

3,914

243,486 $

258,933

The foreign currency gain (loss) is included as a component of other expense, net in the condensed consolidated statements
of operations.
Foreign Currency Gain (Loss)
Three Months Ended January 31,

Geographic Region:

2020

North America

$

Europe
Asia

2019

43 $

238

59

(56)

172

57

Long-lived assets consist primarily of net property, plant and equipment, goodwill and intangibles.
Long-Lived Assets
January 31, 2020

Geographic Region:
North America

$

Europe

October 31, 2019

292,527 $
100,857

Asia
Total Company

$

268,913
81,532

21,283 $

13,001

414,667 $

363,446

Note 19—Commitments and Contingencies
From time to time, we are involved in legal proceedings, claims or investigations that are incidental to the conduct of our
business. We vigorously defend ourselves against such claims. In future periods, we could be subject to cash costs or non-cash
charges to earnings if a matter is resolved on unfavorable terms. However, although the ultimate outcome of any legal matter cannot
be predicted with certainty, based on current information, including assessment of the merits of the particular claims, we do not
expect that our legal proceedings or claims will have a material impact on our future consolidated financial position, results of
operations or cash flows.

26

Table of Contents
FORWARD-LOOKING STATEMENTS
Certain statements made by Shiloh Industries set forth in this Quarterly Report on Form 10-Q regarding our operating
performance, events or developments that we believe or expect to occur in the future, including those that discuss strategies, goals,
outlook or other non-historical matters, or which relate to future sales, earnings expectations, cost savings, awarded sales, volume
growth, earnings or general belief in our expectations of future operating results are "forward-looking" statements within the
meaning of the Private Securities Litigation Reform Act of 1995.
The forward-looking statements are made on the basis of management's assumptions and expectations. As a result, there
can be no guarantee or assurance that these assumptions and expectations will in fact occur. The forward-looking statements are
subject to risks and uncertainties that may cause actual results to materially differ from those contained in the statements.
Listed below are some of the factors that could potentially cause actual results to differ materially from expected future
results.
•

our ability to accomplish our strategic objectives;

•

our ability to derive a substantial portion of our sales from large customers;

•

our ability to obtain future sales;

•

changes in worldwide economic and political conditions, including adverse effects from terrorism or related
hostilities;

•

the impact of the coronavirus disease 2019 or COVID-19 (“coronavirus”) outbreak on operations and financial results;

•

costs related to legal and administrative matters;

•

our ability to realize cost savings expected to offset price concessions;

•

our ability to successfully integrate acquired businesses, including businesses located outside of the United States;

•

risks associated with doing business internationally, including economic, political and social instability, foreign currency
exposure and the lack of acceptance of our products;

•

inefficiencies related to production and product launches that are greater than anticipated;

•

changes in technology and technological risks;

•

work stoppages and strikes at our facilities and that of our customers or suppliers;

•

our dependence on the automotive and commercial vehicle industries, which are highly cyclical;

•

the dependence of the automotive industry on consumer spending, which is subject to the impact of domestic and
international economic conditions affecting car and light truck production;

•

regulations and policies regarding international trade;

•

financial and business downturns of our customers or vendors, including any production cutbacks or bankruptcies;

•

increases in the price of, or limitations on the availability of aluminum, magnesium or steel, our primary raw materials, or
decreases in the price of scrap steel;

•

the successful launch and consumer acceptance of new vehicles for which we supply parts;

•

the impact on financial statements of any known or unknown accounting errors or irregularities; and the magnitude of any
adjustments in restated financial statements of our operating results;

•

the occurrence of any event or condition that may be deemed a material adverse effect under our outstanding indebtedness
or a decrease in customer demand which could cause a covenant default under our outstanding indebtedness;

•

increases in pension plan funding requirements; and

•

other factors besides those listed here could also materially affect our business.

See "Part I, Item 1A. Risk Factors" in our Annual Report on Form 10-K for the fiscal year ended October 31, 2019 and
"Part II, Item 1A. Risk Factors" in this Quarterly Report on Form 10-Q for a more complete discussion of these risks and
uncertainties. Any or all of these risks and uncertainties could cause actual results to differ materially from those reflected in the
forward-looking statements. These forward-looking statements reflect management's analysis only as of the date of this Quarterly
Report on Form 10-Q.
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We undertake no obligation to publicly revise these forward-looking statements to reflect events or circumstances that arise
after the date of filing this Quarterly Report on Form 10-Q. In addition to the disclosures contained herein, readers should carefully
review risks and uncertainties contained in other documents we file from time to time with the SEC.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
(Dollars in thousands, except per share data)
General
Shiloh Industries is a global innovative solutions provider to the automotive and commercial vehicle market with a strategic
focus on designing, engineering and manufacturing lightweight technologies that improve performance and benefit the environment.
We offer a broad portfolio of lightweighting solutions in the industry through our BlankLight®, CastLight® and StampLight®
brands and are uniquely qualified to supply product solutions utilizing multiple lightweighting solutions. This includes combining
castings and stampings or innovative, multi-material products in aluminum, magnesium, steel and steel alloys. We design and
manufacture components in body, chassis, interior structures and powertrain systems with expertise in precision blanks,
ShilohCore® acoustic laminates, aluminum and steel laser welded blanks, complex stampings, modular assemblies, aluminum and
magnesium die casting, as well as precision machined components. We have approximately 3,600 dedicated employees with
operations, sales and technical centers throughout Asia, Europe and North America.
Recent Trends and General Economic Conditions Affecting the Automotive Industry
Our business and operating results are directly affected by the relative strength of the Asian, European and North American
automotive industries, which are driven by factors that continue to be critical to our success including winning new business awards,
managing our overall global manufacturing footprint to ensure proper placement and workforce levels in line with business needs,
maintaining competitive wages and benefits, maximizing efficiencies in manufacturing processes and reducing overall costs. In
addition, our ability to adapt to key industry trends, such as shifts in consumer preferences to other vehicles in response to higher
fuel costs and other economic and social factors, increasing technologically sophisticated content, increasing environmental
standards and extended product life of automotive parts, also play a critical role in our success. Other factors that are critical to our
success include changes in raw material costs, negotiation of price increases and cost reduction initiatives. In addition, trade actions
initiated by the U.S. imposing tariffs on imports had been met with retaliatory tariffs by other countries. Recent trade agreements
have alleviated some of the uncertainty in the global economic environment. These and other actions are likely to impact trade
policies with other countries and the overall global economy. We are carefully monitoring capacity and availability of the alloys
utilized in our production process. The automotive industry remains susceptible to these factors that impact consumer spending
habits and could adversely impact consumer demand for vehicles.
The recent coronavirus outbreak in China has impacted and could further impact operations, customers and suppliers as a
result of quarantines, facility closures, and travel and logistics restrictions in connection with the outbreak. We are evaluating the
impact that the coronavirus outbreak could have on our operations and supply chain in China and other regions throughout the
world. The timing of revenue is expected to change within the year but the impact on profitability is still uncertain. The outbreak
remains fluid and we are actively managing the situation in collaboration with our employees, customers and suppliers.
We operate in an extremely competitive industry, driven by global vehicle production volumes. Business is typically
awarded to the supplier offering the most favorable combination of cost, quality, technology and service. Customers continue to
demand periodic cost reductions that require us to assess, redefine and improve operations, products, and manufacturing capabilities
to maintain and improve profitability. Our management continues to develop and execute initiatives designed to meet challenges of
the industry and to achieve our strategy for sustainable global profitable growth.
We continue to adapt our capacity to meet customer demand, both expanding capabilities in growth areas as well as
reallocating capacity between manufacturing facilities as needs arise. We employ new technologies to differentiate our products
from our competitors and to achieve higher quality and productivity. We believe that we have sufficient capacity to meet current and
expected manufacturing needs.
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Our products are included in many models of vehicles manufactured by nearly all OEMs that produce vehicles in Asia,
Europe and North America. Our revenues are dependent upon the production of automobiles, light trucks and commercial vehicles
in these markets. According to industry statistics, Asia, Europe and North America production volumes for the three months ended
January 31, 2020 and 2019 were as follows:
Automotive Production Volumes

Three Months Ended January 31,
2020

2019

(Number of Vehicles in Thousands)

Asia

6,445

7,104

Europe

4,849

5,185

North America

3,820

3,943

15,114

16,232

Total
Asia
Decrease from prior year

(659)

% Decrease from prior year

(9.3)%

Europe
Decrease from prior year

(336)

% Decrease from prior year

(6.5)%

North America
Decrease from prior year

(123)

% Decrease from prior year

(3.1)%

Total
Decrease from prior year
% Decrease from prior year

(1,118)
(6.9)%

Asia Market:
The Asia Pacific automotive market production volumes declined during the first quarter of 2020. The decline in
production volumes was due to the timing of the holiday schedule (Chinese New Year was in February 2019 versus January 2020),
the continuing trade dispute between China and the U.S., increasing emission standards and tightened credit for prospective buyers.
A partial trade agreement between the U.S. and China was signed on January 15, 2020, which may alleviate some of the global
economic uncertainty. The recent coronavirus outbreak in China may negatively impact Asia revenue growth anticipated in fiscal
2020.
Europe Market:
Uncertainty remains in the economic environment in Europe due to a number of factors, resulting in a decrease in year over
year vehicle production. The United Kingdom's decision to withdraw from the European Union could have an effect on the economy
of the remaining European Union countries, as no trade deal has been signed. The lack of a trade deal also increases industry
concerns relating to the potential effect on production in the United Kingdom factories and resulting sales impacts. The coronavirus
outbreak may negatively impact Europe revenue volumes anticipated in fiscal 2020.
North America Market:
The overall North American light vehicle market has shown modest signs of weakening demand levels since 2017 with
the uncertainty surrounding the potential effects of trade policies, restrictions and practices being implemented or considered by the
existing government leadership in the United States. Economic conditions in North America that remain relatively favorable are the
low unemployment levels and comparatively low/stable fuel prices. High levels of consumer debt and declining used car prices are
also developments that could constrict future demand for new vehicles. The coronavirus outbreak may negatively impact North
America revenue volumes anticipated in fiscal 2020.
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Critical Accounting Estimates
Preparation of our financial statements are in conformity with accounting principles generally accepted in the United States
and requires management to make estimates and assumptions that affect the amounts reported in the consolidated financial
statements and in the accompanying notes. We believe our estimates and assumptions are reasonable; however, actual results and the
timing of the recognition of such amounts could differ from those estimates. We have identified the following items as critical
accounting policies and estimates utilized by management in the preparation of the Company’s accompanying financial statements.
These estimates were selected because of inherent imprecision that may result from applying judgment to the estimation process.
The expenses and accrued liabilities or allowances related to these policies are initially based on our best estimates at the time they
are recorded. Adjustments are charged or credited to income and the related balance sheet account when actual experience differs
from the expected experience underlying the estimates. We make frequent comparisons of actual experience and expected
experience in order to mitigate the likelihood that material adjustments will be required.
Income Taxes. The Company accounts for income taxes in accordance with ASC Topic 740. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between financial statement carrying amounts of
existing assets and liabilities and their respective tax bases and operating loss and tax credit carryforwards. Deferred tax assets and
liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled.
Management judgment is required in determining the Company’s provision for income taxes, deferred tax assets and
liabilities and the valuation allowance recorded against the Company’s net deferred tax assets. In determining the need for a
valuation allowance, the historical and projected financial performance of the operation recording the net deferred tax assets is
considered along with any other pertinent information. Since future financial results may differ from previous estimates, periodic
adjustments to the Company’s valuation allowance may be necessary.
The Company is subject to income taxes in the U.S. at the federal and state level and numerous non-U.S. jurisdictions.
Significant judgment is required in determining our worldwide provision for income taxes and recording the related assets and
liabilities. In the ordinary course of our business, there are many transactions and calculations where the ultimate tax determination
is less than certain. Accruals for income tax contingencies are provided for in accordance with the requirements of ASC Topic 740.
The Company’s U.S. federal and certain state income tax returns and certain non-U.S. income tax returns are currently under various
stages of audit by applicable tax authorities. Although the outcome of ongoing tax audits is always uncertain, management believes
that it has appropriate support for the positions taken on its tax returns. The Company recognizes a tax benefit from an uncertain tax
position only if it is more likely than not that the tax position will be sustained by the tax authorities based on the technical merits of
the position. Nonetheless, the amounts ultimately paid, if any, upon resolution of the issues raised by the taxing authorities may
differ materially from the amounts accrued for each year.
Refer to Note 16, "Income Taxes," to the Condensed Consolidated Financial Statements in Item 1 of this report for more
information regarding income taxes.
Intangible Assets. Intangible assets with finite lives are amortized over their estimated useful lives. We amortize our
acquired intangible assets with finite lives on a straight-line basis over periods ranging from three months to 15 years. See Note 7,
"Goodwill and Intangible Assets" to the condensed consolidated financial statements for a description of the current intangible assets
and their estimated amortization expense.
Finite-lived intangible assets are evaluated for impairment whenever events or changes in circumstances indicate their
related carrying value may not be fully recordable.
Goodwill. Goodwill is the excess of cost of an acquired entity over the amounts assigned to assets acquired and liabilities
assumed in a business combination. Goodwill relates to and is assigned directly to specific reporting units. Goodwill is not
amortized but is subject to impairment assessment. In accordance with ASC 350, "Intangibles-Goodwill and Other," we assess
goodwill for impairment on an annual basis, or more frequently, if an event occurs or circumstances change that would more likely
than not reduce the fair value below the carrying amount. Our annual impairment assessment is performed as of September 30. Such
assessment can be done on a qualitative or quantitative basis. When conducting a qualitative assessment, we consider relevant events
and circumstances that affect the fair value or carrying amount of the reporting unit. A quantitative test is required only if we
conclude that it is more likely than not that a reporting unit’s fair value is less than its carrying amount, or we elect not to perform a
qualitative assessment of a reporting unit. We consider the extent to which each of the events and circumstances identified affect the
comparison of the reporting unit's fair value or the carrying amount. Such events and circumstances could include macroeconomic
conditions, industry and market considerations, overall financial performance, entity and reporting unit specific events, product
brand level specific events and cost factors. We place more weight on the events and circumstances that may affect our
determination of whether it is more likely than not that the fair value of the reporting unit is less than its carrying amount.
We perform a quantitative goodwill impairment assessment by comparing the fair value of a reporting unit to its carrying
amount, including goodwill. If the carrying amount exceeds the fair value, we recognize an impairment charge for the amount which
the carrying value exceeds the fair value, not to exceed the total amount of goodwill in that reporting unit.
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Share-based Payments. We record compensation expense for the fair value of nonvested stock option awards, restricted
stock awards and restricted stock units over the vesting period. We use the simplified method to calculate the expected term of the
stock options outstanding at five to six years and have utilized historical weighted average volatility. We determine the volatility and
risk-free rate assumptions used in computing the fair value using the Black-Scholes option-pricing model. The expected term for the
restricted stock award is between three months and four years. In addition, we do not estimate a forfeiture rate at the time of grant,
instead, we elected to adjust share-based compensation expense when actual forfeitures occur.
The Black-Scholes option valuation model requires the input of highly subjective assumptions, including the expected life
of the stock-based award and stock price volatility. The assumptions used are management’s best estimates, but the estimates involve
inherent uncertainties and the application of management judgment. As a result, if other assumptions had been used, the recorded
stock-based compensation expense could have been materially different from that depicted in the financial statements.
New restricted stock and restricted stock units grants are valued at the closing market price on the date of grant.
U.S. Pension and Other Post-Retirement Costs and Liabilities. We have recorded pension and other post-retirement
benefit liabilities that are developed from actuarial valuations for our U.S. operations. The pension plans were frozen in November
of 2006 and therefore contributions by participants are not allowed. The determination of our pension liabilities requires key
assumptions regarding discount rates used to determine the present value of future benefit payments and the expected return on plan
assets. The discount rate is also significant to the development of other post-retirement liabilities. We determine these assumptions
in consultation with, and after input from our actuaries.
The discount rate reflects the estimated rate at which the pension and other post-retirement liabilities could be settled at the
end of the year. For our U.S. operations, we use the Principal Pension Discount Yield Curve ("Principal Curve") as the basis for
determining the discount rate for reporting pension and retiree medical liabilities. At October 31, 2019, the resulting discount rate
from the use of the Principal Curve was 3.05%, a decrease of 1.30% that contributed to an increase of the benefit obligation of
$8,338. A change of 25 basis points in the discount rate at October 31, 2019 would increase expense on an annual basis by $19 or
decrease expense on an annual basis by $260.
The assumed long-term rate of return on pension assets is applied to the market value of plan assets to derive a reduction to
pension expense that approximates the expected average rate of asset investment return over ten or more years. A decrease in the
expected long-term rate of return will increase pension expense whereas an increase in the expected long-term rate will reduce
pension expense. Decreases in the level of plan assets will serve to increase the amount of pension expense whereas increases in the
level of actual plan assets will serve to decrease the amount of pension expense. Any shortfall in the actual return on plan assets
from the expected return will increase pension expense in future years due to the amortization of the shortfall, whereas any excess in
the actual return on plan assets from the expected return will reduce pension expense in future periods due to the amortization of the
excess. A change of 25 basis points in the assumed rate of return on pension assets would increase or decrease expense by $166.
Our investment policy for assets of the plans is to maintain an allocation generally of 30% to 70% in equity securities, 30%
to 70% in debt securities and 0% to 10% in real estate. Equity security investments are structured to achieve an equal balance
between growth and value stocks. We determine the annual rate of return on pension assets by first analyzing the composition of its
asset portfolio. Historical rates of return are applied to the portfolio. Our investment advisors and actuaries review this computed
rate of return. Industry comparables and other outside guidance are also considered in the annual selection of the expected rates of
return on pension assets.
For the year ended October 31, 2019, the actual return on pension plans’ assets for all of our plans was 10.2%, which is
higher than the expected rate of return on plan assets of 6.50% used to derive pension expense. The long-term expected rate of return
takes into account years with exceptional gains and years with exceptional losses.
Actual results that differ from these estimates may result in more or less future Company funding into the pension plans
than is planned by management.
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Results of Operations
Three Months Ended January 31, 2020 Compared to Three Months Ended January 31, 2019
REVENUES. Revenues for the first quarter of fiscal 2020 were $243,486 compared to revenues of $258,933 in the first
quarter of fiscal 2019, a decrease of $15,447, or 6.0% compared to a market decrease of 6.9%. The decrease was attributable to
negative currency effects of approximately $2.1 million and lower volumes across our North American and European operations.
Adjusting for currency effects the sales decrease was 5.1%. Our Asia operations partially offset the decreased sales with increased
sales from a new plant in China.
GROSS PROFIT. Gross profit for the first quarter of fiscal 2020 was $19,289 compared to gross profit of $13,691 in the
first quarter of fiscal 2019, an increase of $5,598, or 40.9%. Gross profit as a percentage of sales was 7.9% for the first quarter of
2020 and 5.3% for the first quarter of 2019, which is an improvement of 49%. The increase in gross profit as a percentage of sales
was primarily due to the impact of our strategic transformation efforts, a decrease in product costs, maintenance costs and lower
launch costs in the first quarter of fiscal 2020.
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. Selling, general and administrative expenses support the
growth in sales opportunities, new technologies and new product launches. Expenses were $16,703 and $16,085 in the first quarter
of fiscal 2020 and 2019, respectively. As a percentage of sales, these expenses were 6.9% of sales for the first quarter of fiscal 2020
and 6.2% of sales for the first quarter of fiscal 2019. The increase is due to higher depreciation, insurance related costs and a prior
year non-repeating reduction in employee related costs that did not occur this year.
AMORTIZATION OF INTANGIBLE ASSETS. Amortization of intangible assets expense was $519 for the first quarter of
fiscal 2020 and $521 for the first quarter of fiscal 2019.
RESTRUCTURING. Restructuring charges of $3,803 were recorded in the first quarter of fiscal 2020 compared to $3,006
in the first quarter of fiscal 2019. Our restructuring charges relate to our global strategic plan to become a more efficient and focused
footprint allowing us to operate with lower fixed costs and capitalize on growth opportunities. These costs primarily included
employee, professional, legal and other costs.
INTEREST EXPENSE. Interest expense for the first quarter of fiscal 2020 was $4,356, compared to interest expense of
$3,355 in the first quarter of fiscal 2019. The increase in interest expense was the result of higher average borrowings during the first
quarter of 2020.
OTHER (INCOME) EXPENSE, NET. Other (income) expense, net was $139 income and $1,486 income for the first
quarter of fiscal 2020 and 2019, respectively. The decrease in income in the current year was primarily driven by a gain on sale of a
building in the first quarter of fiscal 2019.
BENEFIT FOR INCOME TAXES. The benefit for income taxes in the first quarter of fiscal 2020 was $2,267 on a loss
before taxes of $5,947 for an effective tax rate of 38.1%. The benefit for income taxes in the first quarter of fiscal 2019 was $3,087
on a loss before taxes of $7,785 for an effective tax rate of 39.7%. The effective tax rate for the three months ended January 31,
2020 and 2019 varied due to an adjustment to valuation allowances.
NET LOSS. Net loss for the first quarter of fiscal 2020 was $3,680, or $0.16 per share, diluted compared to a net loss for
the first quarter of fiscal 2019 of $4,698, or $0.20 per share, diluted for the reasons discussed above.
For further information on the discussion of results of operations in prior quarterly financial statements refer to the "Results
of Operations" section in our prior filings.
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Liquidity and Capital Resources
General:
Our ability to obtain adequate cash to fund our needs depends on our results of operations and the availability of financing.
We believe that cash on hand, cash flow from operations and available borrowings under our Credit Agreement will be sufficient to
fund capital expenditures and meet our operating obligations for the next twelve months. However, there can be no assurance that
we will meet these expectations. The Credit Agreement contains customary restrictive and financial covenants, including covenants
regarding our outstanding indebtedness and maximum leverage and interest coverage ratios. We were in compliance with the
financial covenants as of January 31, 2020 and October 31, 2019. A potential downturn in the global economy, potential decline in
automotive production, disruptions in supply chain, disruptions in production, the impact of the coronavirus and other factors could
adversely impact our ability to satisfy our covenants in the future. For additional information, refer to Risk Factors included in Part
1, Item 1A of Shiloh's Annual Report on Form 10-K for the fiscal year ended October 31, 2019.
Cash Flows and Working Capital:
At January 31, 2020, total debt was $267,080 and total equity was $164,740, resulting in a capitalization rate of 61.8%
debt, 38.2% equity. Current assets were $265,913 and current liabilities were $192,513, resulting in positive working capital of
$73,400.
The following table summarizes the Company's cash flows from operating, investing and financing activities:
Three Months Ended January 31,
2020

2019

2020 vs. 2019
change

Net cash (used in) provided by operating activities

$

(7,288) $

6,361 $

(13,649)

Net cash used in investing activities

$

(11,522) $

(4,803) $

(6,719)

Net cash provided by (used in) financing activities

$

16,312 $

(6,901) $

23,213

Net Cash Provided By Operating Activities:
Three Months Ended January 31,
2020

Operational cash flow before changes in operating assets and liabilities

$

2019

8,715 $

2,234

Changes in operating assets and liabilities:
Accounts receivable, net

5,245

Inventories, net

(584)

Prepaids and other assets

(1,061)

1,059
(34,138)

1,554

(3,781)

$

(16,003) $

4,127

$

(7,288) $

6,361

Accrued income taxes

Net cash (used in) provided by operating activities

704

(21,157)

Payables and other liabilities
Total change in operating assets and liabilities

40,283

Cash inflows and outflows from changes in operating assets and liabilities:
•

Cash inflows from changes in accounts receivable for the three months ended January 31, 2020 and 2019, were $5,245 and
$40,283, respectively. The cash inflows decreased due to sales volume changes and one-time orders near the end of fiscal
2018 that were collected in the first quarter of 2019.

•

Cash outflows from changes in inventory for the three months ended January 31, 2020 were $584 and cash inflows from
changes in inventory were $704 for the three months ended January 31, 2019. The difference was primarily driven by
operational performance and timing of shipments.
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•

Cash outflows from changes in prepaids and other assets for the three months ended January 31, 2020 were $1,061 and
cash inflows from changes in prepaids and other assets for the three months ended January 31, 2019 were $1,059. The
difference was primarily driven by the timing of invoicing customer-funded tooling.

•

Cash outflows from changes in payables and other liabilities for the three months ended January 31, 2020 were $21,157
and cash outflows from changes in payables and other liabilities for the three months ended January 31, 2019 were
$34,138. The difference was primarily driven by payment terms with our customers and vendors, offset partially by the
timing of payments related to capital expenditures and customer-funded tooling.

•

Cash inflows from changes in accrued income taxes for the three months ended January 31, 2020 were $1,554 and cash
outflows from changes in accrued income taxes for the three months ended January 31, 2019 were $3,781. The changes
were primarily driven by the timing of payments of income taxes in foreign jurisdictions.

Net Cash Used In Investing Activities:
Net cash used in investing activities for the three months ended January 31, 2020 and 2019 were $11,522 and $4,803,
respectively. Capital expenditures were $11,522 and $15,661 for the three months ended January 31, 2020 and 2019, respectively.
The expenditures are attributed to projects for new business awards and product launches. Additionally, for the three months ended
January 31, 2019, proceeds from the sale of assets generated $10,858, primarily from the sale of the Pendergrass facility.
Net Cash Provided By Financing Activities:
Net cash provided by financing activities for the three months ended January 31, 2020 was $16,312, and net cash used by
financing activities for the three months ended January 31, 2019 was $6,901. During the three months ended January 31, 2020, we
borrowed more on our credit facility to fund operating activities.
As of January 31, 2020, the Company's long-term indebtedness was $265,195. Refer to "Item 1. – Financial Statements –
Notes to Condensed Consolidated Financial Statements – Note 8 – Financing Arrangements" of this Quarterly Report on Form 10Q for more information.
Long-term debt and short-term borrowings:
As of January 31, 2020, we were in compliance with our long-term financial debt covenants. Refer to "Item 1. – Financial
Statements – Notes to Condensed Consolidated Financial Statements – Note 8 – Financing Arrangements" of this Quarterly Report
on Form 10-Q for more information.
Contractual Obligations
Our contractual obligations have not changed materially from those disclosed in "Part II – Item 7. – Management’s
Discussion and Analysis of Financial Condition and Results of Operations – Contractual Obligations" of our 2019 Form 10-K.
Item 3.

Qualitative and Quantitative Market Risk Discussion

Market risk is the potential loss arising from adverse changes in market rates and prices. We are exposed to market risk
throughout the normal course of our business operations due to purchases of metals, sales of scrap steel, our ongoing investing and
financing activities and exposure to foreign currency exchange rates. As such, we have established policies and procedures to
govern our management of market risks. There have been no material changes to market risk exposures related to changes in
commodity pricing, interest rates or currency exchange rates from those discussed in Item 7A of our 2019 Form 10-K.

Item 4.

Controls and Procedures

Evaluation of Disclosure Controls and Procedures
We maintain a set of disclosure controls and procedures designed to ensure that information required to be disclosed by us
in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified in SEC rules and forms and that such information is accumulated and communicated to our management, including the
Principal Executive Officer ("PEO"), Principal Financial Officer ("PFO") and Principal Accounting Officer ("PAO"), as appropriate
to allow for timely decisions regarding required disclosure. An evaluation was performed under the supervision and with the
participation of our management, including the PEO, PFO and PAO, of the effectiveness of the design and operation of our
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disclosure controls and procedures, as defined in Exchange Act Rule 13a-15(b) or 15d-15(b), as amended as of January 31, 2020.
Based on their evaluation, our PEO, PFO and PAO have determined that our disclosure controls and procedures were effective as of
January 31, 2020.
Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting during the three months ended January 31, 2020,
with the exception of changes for the adoption of the new leasing accounting guidance under ASU 2016-02. We implemented new
controls during the first quarter of 2020 to support our implementation of the new standard.
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Part II. OTHER INFORMATION
Item 1.

Legal Proceedings
See Note 19, Commitments and Contingencies, in Item I of this report which is incorporated by reference herein.

Item 1A.

Risk Factors

We are exposed to certain risks and uncertainties that could have a material adverse impact on our business, financial
position and operating results. Except as set forth below, there have been no material changes to the Risk Factors described in Part I,
Item 1A of our Annual Report on Form 10-K for the fiscal year ended October 31, 2019.
We face business disruption and related risks resulting from the recent outbreak of the coronavirus, which could have a material
adverse effect on our business and results of operations.
As a result of our international operations, our business could be disrupted and materially adversely affected by the recent outbreak
of coronavirus in China. As a result of measures imposed by the Chinese government, many businesses and schools have been
suspended from the end of January 2020 with the intention to contain the outbreak. The coronavirus has spread to other countries in
Asia, Africa, Australia, Europe, North America, and South America. While the coronavirus outbreak is still in early stages,
international stock markets have begun to reflect the uncertainty associated with the slow-down in the Chinese economy and the
reduced levels of international travel experienced since the beginning of January. The recent coronavirus outbreak has impacted
and could further impact our operations, customers and suppliers in China and potentially in other regions as a result of quarantines,
facility closures, and travel and logistics restrictions in connection with the outbreak. We are evaluating the impact that the
coronavirus outbreak could have on our operations and liquidity in China and other regions.
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Item 6.

Exhibits
Incorporated By Reference

Exhibit # Exhibit Description

Form File Number

Date of First Filing

Exhibit
Number

Filed
Herewith

3.1 Certificate of Amendment of Restated Certificate of
Incorporation of the Registrant, dated March 1, 2019.
10-Q

000-21964 March 12, 2019

3.1

10-Q

000-21964 June 8, 2016

3.1

Certificate of Designation, dated December 31, 2001
(incorporated herein by reference to Exhibit 3.1(ii) to the
Registrant’s Annual Report on Form 10-K for the fiscal
year ended October 31, 2001).

10-K

000-21964 February 13, 2002

Restated Certificate of Incorporation of the Registrant,
dated June 23, 1993 (incorporated herein by reference to
Exhibit 3.1 to the Registrant’s Quarterly Report on Form
10-Q filed on June 8, 2016).

10-Q

000-21964 June 8, 2016

3.1

8-K

000-21964 December 21, 2018

3.1

3.2 Certificate of Amendment to Restated Certificate of
Incorporation of the Registrant, dated March 9, 2016
(incorporated herein by reference to Exhibit 3.1 to the
Registrant’s Quarterly Report on Form 10-Q filed on June
8, 2016).
3.3

3.1(ii)

3.4

3.5 Amended and Restated By-Laws of the Registrant, as
amended through December 18, 2018 (incorporated
herein by reference to Exhibit 3.1 to the Registrant’s
Current Report on Form 8-K filed on December 21,
2018).
10.1 Shiloh Industries, Inc. NEO Management Incentive Plan,
effective November 1, 2019.

X

31.1 Principal Executive Officer’s Certification pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

X

31.2 Principal Financial Officer’s Certification Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

X

32.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

X

101.INS XBRL Instance Document

X

101.SCH XBRL Taxonomy Extension Schema Document

X

101.CAL XBRL Taxonomy Extension Calculation Linkbase
Document

X

101.LAB XBRL Taxonomy Extension Label Linkbase Document

X

101.PRE XBRL Taxonomy Extension Presentation Linkbase
Document

X

101.DEF XBRL Taxonomy Extension Definition Linkbase Document

X
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.
SHILOH INDUSTRIES, INC.
By:

/s/ Lillian Etzkorn
Lillian Etzkorn
Senior Vice President and Chief Financial Officer
(Duly Authorized Officer and Principal Financial Officer)

Date: March 4, 2020
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