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PART I – FINANCIAL INFORMATION

Item 1. Financial Statements

CIENA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)
(unaudited)

Quarter Ended July 31, Nine Months Ended July
31,

2014 2015 2014 2015
Revenue:
Products $495,889 $493,919 $1,389,651 $1,428,114
Services 107,673 109,013 307,675 325,582
Total revenue 603,562 602,932 1,697,326 1,753,696
Cost of goods sold:
Products 275,003 273,837 777,851 797,283
Services 64,586 59,226 191,960 183,838
Total cost of goods sold 339,589 333,063 969,811 981,121
Gross profit 263,973 269,869 727,515 772,575
Operating expenses:
Research and development 97,685 100,379 302,674 306,342
Selling and marketing 81,919 81,650 243,929 240,833
General and administrative 36,285 29,743 98,264 89,598
Acquisition and integration costs — 2,435 — 3,455
Amortization of intangible assets 11,019 11,019 34,951 33,057
Restructuring costs 63 192 178 8,260
Total operating expenses 226,971 225,418 679,996 681,545
Income from operations 37,002 44,451 47,519 91,030
Interest and other income (loss), net (6,328 ) (5,491 ) (14,231 ) (19,273 )
Interest expense (11,508 ) (11,883 ) (33,556 ) (38,491 )
Income (loss) before income taxes 19,166 27,077 (268 ) 33,266
Provision for income taxes 3,006 3,452 9,666 7,767
Net income (loss) $16,160 $23,625 $(9,934 ) $25,499
Basic net income (loss) per common share $0.15 $0.20 $(0.09 ) $0.23
Diluted net income (loss) per potential common share $0.15 $0.19 $(0.09 ) $0.22
Weighted average basic common shares outstanding 106,236 118,413 105,404 113,189
Weighted average dilutive potential common shares outstanding 120,809 133,233 105,404 114,549

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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CIENA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(in thousands)
(unaudited)

Quarter Ended July 31, Nine Months Ended July
31,

2014 2015 2014 2015
Net income (loss) $16,160 $23,625 $(9,934 ) $25,499
Change in unrealized gain on available-for-sale securities, net of
tax (43 ) (13 ) (12 ) (37 )

Change in unrealized loss on foreign currency forward contracts,
net of tax 383 (154 ) 34 (1,626 )

Change in unrealized loss on forward starting interest rate swap,
net of tax — (667 ) — (2,885 )

Change in cumulative translation adjustment (122 ) (3,508 ) (4,287 ) (6,919 )
Other comprehensive income (loss) 218 (4,342 ) (4,265 ) (11,467 )
Total comprehensive income (loss) $16,378 $19,283 $(14,199 ) $14,032

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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CIENA CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)
(unaudited)

October 31,
2014

July 31,
2015

ASSETS
Current assets:
Cash and cash equivalents $586,720 $697,091
Short-term investments 140,205 160,067
Accounts receivable, net 518,981 530,261
Inventories 254,660 194,017
Prepaid expenses and other 192,624 185,140
Total current assets 1,693,190 1,766,576
Long-term investments 50,057 70,161
Equipment, building, furniture and fixtures, net 126,632 159,592
Other intangible assets, net 128,677 89,019
Other long-term assets 74,076 78,347
      Total assets $2,072,632 $2,163,695
LIABILITIES AND STOCKHOLDERS’ EQUITY (DEFICIT)
Current liabilities:
Accounts payable $209,777 $201,774
Accrued liabilities 276,608 272,691
Deferred revenue 104,688 114,902
Current portion of long-term debt 190,063 2,500
Total current liabilities 781,136 591,867
Long-term deferred revenue 40,930 53,731
Other long-term obligations 45,390 63,482
Long-term debt, net 1,274,791 1,276,761
Total liabilities $2,142,247 $1,985,841
Commitments and contingencies (Note 20)
Stockholders’ equity (deficit):
Preferred stock – par value $0.01; 20,000,000 shares authorized; zero shares issued and
outstanding — —

Common stock – par value $0.01; 290,000,000 shares authorized; 106,979,960 and
118,725,874 shares issued and outstanding 1,070 1,187

Additional paid-in capital 5,954,440 6,187,759
Accumulated other comprehensive loss (14,668 ) (26,135 )
Accumulated deficit (6,010,457 ) (5,984,957 )
Total stockholders’ equity (deficit) (69,615 ) 177,854
Total liabilities and stockholders’ equity (deficit) $2,072,632 $2,163,695

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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CIENA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(unaudited)

Nine Months Ended July
31,
2014 2015

Cash flows provided by operating activities:
Net income (loss) $(9,934 ) $25,499
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation of equipment, building, furniture and fixtures, and amortization of leasehold
improvements 41,463 41,601

Share-based compensation costs 34,204 32,402
Amortization of intangible assets 43,931 39,659
Provision for inventory excess and obsolescence 22,026 18,010
Provision for warranty 18,720 12,549
Other 21,254 (1,220 )
Changes in assets and liabilities:
Accounts receivable (55,688 ) (12,053 )
Inventories (66,015 ) 42,633
Prepaid expenses and other (26,698 ) (5,345 )
Accounts payable, accruals and other obligations (34,794 ) (39,266 )
Deferred revenue 27,498 23,015
Net cash provided by operating activities 15,967 177,484
Cash flows used in investing activities:
Payments for equipment, furniture, fixtures and intellectual property (35,974 ) (39,729 )
Restricted cash 2,059 (42 )
Purchase of available for sale securities (195,259 ) (180,203 )
Proceeds from maturities of available for sale securities 150,000 140,000
Settlement of foreign currency forward contracts, net (10,796 ) 16,289
Purchase of cost method investment — (2,000 )
Net cash used in investing activities (89,970 ) (65,685 )
Cash flows provided by financing activities:
Proceeds from issuance of term loan, net 248,750 —
Payment of long term debt — (8,901 )
Payment for debt and equity issuance costs (3,263 ) (420 )
Payment of capital lease obligations (2,275 ) (6,441 )
Proceeds from issuance of common stock 17,518 19,622
Net cash provided by financing activities 260,730 3,860
Effect of exchange rate changes on cash and cash equivalents (330 ) (5,288 )
Net increase in cash and cash equivalents 186,397 110,371
Cash and cash equivalents at beginning of period 346,487 586,720
Cash and cash equivalents at end of period $532,884 $697,091
Supplemental disclosure of cash flow information
Cash paid during the period for interest $23,425 $31,566
Cash paid during the period for income taxes, net $9,051 $8,526
Non-cash investing activities
Purchase of equipment in accounts payable $4,334 $16,717
Debt issuance costs in accrued liabilities $655 $—
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Equipment acquired under capital lease $— $464
Building subject to capital lease $— $14,939
Construction in progress subject to build-to-suit lease $— $8,770
Non-cash financing activities
Conversion of 4.0% convertible senior notes, due March 15, 2015 into 8,898,387 shares of
common stock $— $180,645

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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CIENA CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

(1) INTERIM FINANCIAL STATEMENTS
The interim financial statements included herein for Ciena Corporation and its wholly owned subsidiaries (“Ciena”)
have been prepared by Ciena, without audit, pursuant to the rules and regulations of the U.S. Securities and Exchange
Commission ("SEC"). In the opinion of management, the financial statements included in this report reflect all normal
recurring adjustments that Ciena considers necessary for the fair statement of the results of operations for the interim
periods covered and of the financial position of Ciena at the date of the interim balance sheets. Certain information
and footnote disclosures normally included in the annual financial statements prepared in accordance with accounting
principles generally accepted in the United States of America ("GAAP") have been condensed or omitted pursuant to
such rules and regulations. The Condensed Consolidated Balance Sheet as of October 31, 2014 was derived from
audited financial statements, but does not include all disclosures required by GAAP. However, Ciena believes that the
disclosures are adequate to understand the information presented herein. The operating results for interim periods are
not necessarily indicative of the operating results for the entire year. These financial statements should be read in
conjunction with Ciena’s audited consolidated financial statements and the notes thereto included in Ciena’s annual
report on Form 10-K for the fiscal year ended October 31, 2014.
Ciena has a 52 or 53-week fiscal year, which ends on the Saturday nearest to the last day of October of each year.
Fiscal 2014 and 2015 are 52-week fiscal years. For purposes of financial statement presentation, each fiscal year is
described as having ended on October 31, and the fiscal quarters are described as having ended on January 31,
April 30 and July 31 of each fiscal year.

(2) SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of the financial statements and related disclosures in conformity with GAAP requires management to
make estimates and judgments that affect the amounts reported in the condensed consolidated financial statements and
accompanying notes. Estimates are used for selling prices for multiple element arrangements, shared-based
compensation, convertible notes payable valuations, bad debts, valuation of inventories and investments,
recoverability of intangible assets, other long-lived assets, income taxes, warranty obligations, restructuring liabilities,
derivatives, incentive compensation, contingencies and litigation. Ciena bases its estimates on historical experience
and assumptions that it believes are reasonable. Actual results may differ materially from management’s estimates.

Cash and Cash Equivalents

Ciena considers all highly liquid investments purchased with original maturities of three months or less to be cash
equivalents. Any restricted cash collateralizing letters of credit is included in other current assets and other long-term
assets depending upon the duration of the restriction.

Investments

Ciena's investments are classified as available-for-sale and are reported at fair value, with unrealized gains and losses
recorded in accumulated other comprehensive income (loss). Ciena recognizes losses in the income statement when it
determines that declines in the fair value of its investments below their cost basis are other-than-temporary.
Infont>   (1,387)
Net cash provided by operating activities

  48,315   30,110          
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Cash Flows from Investing Activities:

Capital expenditures
  (20,166)  (14,480)

Restricted cash and cash equivalents
  (198)  (6,812)

Other
  442   155 

Net cash used in investing activities
  (19,922)  (21,137)         

Cash Flows from Financing Activities:

Payments on lease obligations
  (553)  (391)

Dividends paid
  (1,750)  — 

Treasury stock acquired
  (218)  — 

Proceeds from exercise of stock options
  84   270 

Other financing activities
  (515)  (412)

Net cash used in financing activities
  (2,952)  (533)         

Increase in cash and cash equivalents during the period
  25,441   8,440 

Cash and cash equivalents at beginning of period
  49,585   58,045 

Cash and cash equivalents at end of period
 $75,026  $66,485 

See notes to these condensed consolidated financial statements.

4

Edgar Filing: CIENA CORP - Form 10-Q

10



HAVERTY FURNITURE COMPANIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

NOTE A – Business and Reporting Policies

Haverty Furniture Companies, Inc. (“Havertys,” “the Company,” “we,” “our,” or “us”) is a retailer of a broad line of residential
furniture in the middle to upper-middle price ranges. We operate all of our stores using the Havertys brand and do not
franchise our concept. We operate in one reportable segment, home furnishings retailing. The accompanying
unaudited condensed consolidated financial statements have been prepared in accordance with the instructions to
Form 10-Q and, therefore, do not include all information and footnotes required by U.S. generally accepted
accounting principles (“U.S. GAAP”) for complete financial statements. The financial statements include the accounts
of the Company and its wholly-owned subsidiary.  All significant intercompany accounts and transactions have been
eliminated in consolidation. We believe all adjustments, normal and recurring in nature, considered necessary for a
fair presentation have been included.

The preparation of condensed consolidated financial statements in conformity with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosures of contingent
assets and liabilities, and reported amounts of revenue and expenses. Actual results could differ from those estimates.

The Company is subject to various claims and legal proceedings covering a wide range of matters that arise in the
ordinary course of its business activities.  We believe that any liability that may ultimately result from the resolution
of these matters will not have a material adverse effect on our financial condition, results of operations or cash flows.

Changes to U.S. GAAP are established by the Financial Accounting Standards Board (FASB) in the form of
accounting standards updates (ASU’s) to the FASB’s Accounting Standards Codification. The Company considers the
applicability and impact of all ASU’s. Newly effective ASU’s not noted herein were assessed and determined to be
either not applicable or are expected to have minimal impact on our consolidated financial position or results of
operations. Effective January 1, 2012, the Company adopted ASU No. 2011-05, “Presentation of Comprehensive
Income.” The adoption of ASU 2011-05 concerns presentation and disclosure only and did not have an impact on the
Company’s consolidated financial position or results of operations.

For further information, refer to the consolidated financial statements and footnotes thereto included in Havertys’
Annual Report on Form 10-K for the year ended December 31, 2011.

NOTE B – Restricted Cash and Cash Equivalents

Our insurance carrier requires us to collateralize a portion of our workers' compensation obligations.  We chose to
change our collateral from a letter of credit to an escrow account during 2011.  These escrowed funds are shown as
restricted cash and cash equivalents on our consolidated balance sheet and are investments in money market funds
held by an agent.  The annual agreement with our carrier governing these funds expires on December 31, 2012.

NOTE C – Accounts Receivable

Amounts financed under our in-house credit programs were, as a percent of net sales, approximately 5.0% and 5.6%
during the first nine months of 2012 and 2011, respectively. The credit program selected most often by our customers
is “12 months no interest with equal monthly payments.”  The terms of the other programs vary as to payment terms (30
days to two years) and interest rates (0% to 21%).  The receivables are collateralized by the merchandise sold.
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Accounts receivable balances resulting from certain credit promotions have scheduled payment amounts which extend
beyond one year. These receivable balances have been historically collected earlier than the scheduled dates. The
amounts due per the scheduled payment dates approximate as follows:  $9.9 million in one year, $0.5 million in two
years, and $0.1 million beyond two years for receivables outstanding at September 30, 2012.

5
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HAVERTY FURNITURE COMPANIES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Accounts receivable are shown net of the allowance for doubtful accounts of $0.4 million and $0.5 million at
September 30, 2012 and December 31, 2011, respectively. We provide an allowance utilizing a methodology which
considers the balances in problem and delinquent categories of accounts, historical write-offs, existing economic
conditions and management judgment. Interest assessments are continued on past-due accounts but no “interest on
interest” is recorded. Delinquent accounts are generally written off automatically after the passage of nine months
without receiving a full scheduled monthly payment. Accounts are written off sooner in the event of a discharged
bankruptcy or other circumstances that make further collections unlikely.

We believe that the carrying value of existing customer receivables, net of allowances, approximates fair value
because of their short average maturity. Concentrations of credit risk with respect to customer receivables are limited
due to the large number of customers comprising our account base and their dispersion across 17 states.

NOTE D – Interim LIFO Calculations

An actual valuation of inventory under the LIFO method can be made only at the end of each year based on actual
inventory levels. Accordingly, interim LIFO calculations must necessarily be based on management’s estimates. Since
these estimates may be affected by factors beyond management’s control, interim results are subject to change based
upon  the final year-end LIFO inventory valuations.

NOTE E – Income Taxes

Our tax provision for interim periods is determined using an estimate of our annual effective tax rate, adjusted for
discrete items, if any, that are taken into account in the relevant period. Each quarter we update our estimate of the
annual effective tax rate, and if our estimated tax rate changes we make a year to date adjustment.

We settled certain state audits during the second quarter of 2012 which reduced our gross uncertain tax positions to
$0.6 million at September 30, 2012 from $1.1 million at December 31, 2011.

The income tax expense for the first nine months of 2011 includes an adjustment of $0.2 million to reduce the balance
of our income tax receivables based on an analysis following actual refunds.

NOTE F – Fair Value of Financial Instruments

The fair values of our cash and cash equivalents, restricted cash and cash equivalents, accounts receivable, accounts
payable and customer deposits approximate their carrying values due to their short-term nature. The assets related to
our self-directed, non-qualified deferred compensation plans for certain executives and employees are valued using
quoted market prices multiplied by the number of shares held, a Level 1 valuation technique. The assets related to our
deferred compensation plans totaled approximately $1.5 million at September 30, 2012 and December 31, 2011 and
are included in other assets.  The related liability of the same amount is included in other liabilities.

NOTE G – Pension Plans
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We have a defined benefit pension plan covering substantially all employees hired on or before December 31,
2005.  The pension plan was closed to any employee hired after that date.  The benefits are based on years of service
and the employee’s final average compensation.  Effective January 1, 2007, no new benefits are earned under this plan
for additional years of service after December 31, 2006.

We also have a non-qualified, non-contributory supplemental executive retirement plan (SERP) for employees whose
retirement benefits are reduced due to their annual compensation levels.  The SERP limits the total amount of annual
retirement benefits that may be paid to a participant in the SERP from all sources (Retirement Plan, Social Security
and the SERP) to $125,000.  The SERP is not funded so we pay benefits directly to participants.

6
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HAVERTY FURNITURE COMPANIES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Net pension costs included the following components (in thousands):

Three Months Ended
September 30,

Nine Months Ended
September 30,

2012 2011 2012 2011

Service cost-benefits earned during period $11 $23 $73 $77
Interest cost on projected benefit obligations 940 991 2,826 2,991
Expected return on plan assets (1,119 ) (1,057 ) (3,355 ) (3,172 )
Amortization of prior service costs 53 52 157 157
Amortization of actuarial loss 425 218 1,405 732

Net pension costs $310 $227 $1,106 $785

NOTE H – Stock Based Compensation Plans:

As more fully discussed in Note 11 of the notes to the consolidated financial statements in our 2011 Annual Report on
Form 10-K, we have options and awards outstanding for Common Stock under two stock-based employee
compensation plans.

The following table summarizes our share option and award activity during the nine months ended September 30,
2012:

Restricted Stock Award
Stock-Settled

 Appreciation Rights Options

Shares or
Units

Weighted-Average
Award Price Rights

Weighted-Average
 Award Price Shares

Weighted-Average
Exercise Price

Outstanding at December
31, 2011 432,025 12.13 144,049 $ 8.87 292,100 $ 14.20
Granted 252,700 12.34 — — — —
Exercised or restrictions
lapsed (127,050 ) 11.87 — — (6,500 ) 12.90
F o r f e i t e d  o r  e x p i r e d
(options) (500 ) 12.34 — — — —
Outstanding at September
30, 2012 557,175 $ 12.28 144,049 $ 8.87 285,600 $ 14.23
Exercisable at September
30, 2012 118,524 $ 8.90 285,600 $ 14.23

Grants of restricted common stock and stock-settled appreciation rights are made to certain officers and key
employees under the 2004 LTIP Plan. The restrictions on the awards generally lapse annually, primarily over four
year periods. The compensation is being charged to selling, general and administrative expense over the respective
grants’ vesting periods, primarily on a straight-line basis, and for the nine months ended September 30 was
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approximately $1.9 million in 2012 and $1.6 million in 2011. The aggregate intrinsic value of outstanding restricted
common stock grants was $7.7 million at September 30, 2012. The aggregate intrinsic value of vested and outstanding
stock-settled appreciation rights at September 30, 2012 was approximately $0.6 million and $0.7 million, respectively.

As of September 30, 2012, the remaining unamortized compensation cost related to unvested equity awards was
approximately $4.7 million and is expected to be recognized over a weighted-average period of 2.6 years.
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HAVERTY FURNITURE COMPANIES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

NOTE I – Earnings Per Share

We report our earnings per share using the two-class method.  The income or loss per share for each class of common
stock is calculated assuming 100% of our earnings or losses are distributed as dividends to each class of common
stock based on their contractual rights.

The Common Stock of the Company has a preferential dividend rate of at least 105% of the dividend paid on the Class
A Common Stock. The Class A Common Stock, which has ten votes per share as opposed to one vote per share for
the Common Stock (on all matters other than the election of directors), may be converted at any time on a one-for-one
basis into Common Stock at the option of the holder of the Class A Common Stock.

The following is a reconciliation of the earnings (loss) and number of shares used in calculating the diluted earnings
(loss) per share for Common Stock and Class A Common Stock (in thousands):

Three Months Ended
September 30,

Nine Months Ended
September 30,

2012 2011 2012 2011
Numerator:
Common:
Distributed earnings $766 $— $1,528 $—
Undistributed earnings (loss) 2,134 101 5,552 (1,277 )
Basic 2,900 101 7,080 (1,277 )
Class A Common earnings 414 17 1,052 —
Diluted $3,314 $118 $8,132 $(1,277 )

Class A Common:
Distributed earnings $108 $— $222 $—
Undistributed earnings (loss) 306 17 830 (217 )

$414 $17 $1,052 $(217 )
Denominator:
Common:
Weighted average shares outstanding - basic 19,163 18,666 19,018 18,600
Assumed conversion of Class A Common Stock 2,887 3,283 2,986 —
Dilutive options, awards and common stock equivalents 321 213 315 —

Total weighted-average diluted Common Stock 22,371 22,162 22,319 18,600

Class A Common:
Weighted average shares outstanding 2,887 3,283 2,986 3,309
Antidilutive shares excluded from the denominator due to
the options’ exercise prices being greater than the average
market price   291 788   292 797
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Also excluded from the denominator for the nine months ended September 30, 2011, because of the net loss for that
period, is the assumed conversion of the shares of Class A Common Stock and approximately 226,000 shares for
dilutive options, awards and common stock equivalents.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Net Sales

Our sales are generated by customer purchases of home furnishings.  Revenue is recognized upon delivery to the
customer.

The following outlines our sales and comp-store sales increases and decreases for the periods indicated (dollars in
millions, amounts and percentages may not always add to totals due to rounding):

2012 2011
Net Sales Comp-Store Sales Net Sales Comp-Store Sales

Period
Total

Dollars

%
 Increase

(decrease)
over
prior

period

$
Increase

(decrease)
over
prior

period

%
Increase

(decrease)
over
prior

period

$
Increase

(decrease)
over
prior

period
Total

Dollars

%
Increase

(decrease)
over
prior

period

$
 Increase

(decrease)
over
prior

period

%
Increase

(decrease)
over
prior

period

$
 Increase

(decrease)
over
prior

period
 Q1 $ 163.6 6.1 % $ 9.4 5.7 % $ 8.7 $ 154.2 (1.2 )% $ (1.9 ) (0.6 )% $ (0.9 )
 Q2 151.5 5.9 8.4 5.6 8.0 143.1 (1.4 ) (2.0 ) (1.4 ) (2.0 )
 Q3 172.7 11.1 17.3 10.0 15.4 155.4 (1.1 ) (1.8 ) (0.6 ) (1.0 )
9 months
ended
September
30 487.8 7.8 35.1 7.1 32.1 452.6 (1.2 ) (5.6 ) (0.9 ) (3.8 )
 Q4 — — — — — 168.3 3.8 6.2 3.5 5.6
Year — — — — — 620.9 0.1 0.6 0.3 1.7

Stores are non-comparable if open for less than one year or if the selling square footage has been changed
significantly during the past 12 full months. Large clearance sales events from warehouse or temporary locations are
excluded from comparable store sales as are periods when stores are closed.

Our average ticket is up approximately 11.6% for the third quarter and 7.5% for the first nine months of the year as
our customers respond to the value offered in our better quality merchandise.  Sales in the upholstery product category
continued to show strength in the third quarter and first nine months of 2012 increasing 20.9% and 16.7% over the
prior year periods, respectively.

Gross Profit

Gross profit for the third quarter of 2012 was 52.5%, up 70 basis points compared to 51.8% in the prior year
period.  Gross profit for the nine months ended September 30, 2012 was 52.4% compared to 51.4% for the same
period in 2011.  Our expansion of upper-middle price point products in our assortment and focus on pricing discipline
were the primary factors in generating the gross profit improvement.

We plan to remain competitive, but not overly aggressive with our pricing structure.  Gross profit margins for the
fourth quarter of 2012 are expected to be similar to the third quarter rate of 52.5%.
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Substantially all of our occupancy and home delivery costs are included in selling, general and administrative
expenses as are a portion of our warehousing expenses. Accordingly, our gross profit may not be comparable to those
entities that include these costs in cost of goods sold.

Selling, General and Administrative Expenses

Selling, general and administrative (“SG&A”) expenses are comprised of five categories: selling; occupancy; delivery
and certain warehousing costs; advertising and marketing; and administrative.

Total SG&A expenses as a percent of sales for the three months ended September 30, 2012 decreased 2.5% to 49.3%
from 51.8% in the prior year period. Total SG&A dollars for the third quarter of 2012 increased $4.6 million
compared to the prior year period.  Selling expenses increased $3.2 million as commissions rose and customers
increased their usage of free interest credit promotions offered by our third party financing provider. Our
administrative expenses included increased accruals of $0.8 million for incentive compensation and $0.7 million for
non-management compensation. We benefited from reduced expense of $0.7 million related to employee group health
benefit costs.

9
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)

SG&A costs for the nine months ended September 30, 2012 decreased 2.0% to 49.8% as a percent of sales from
51.8%. Total SG&A dollars for the first nine months of 2012 rose $8.4 million compared to the prior year
period.  This change included increased selling expenses of $3.5 million due to higher sales, increased compensation
of $3.8 million related to incentive and non-management salaries and lower employee group health benefit costs of
$2.5 million.

Our expectations for SG&A costs for the full year 2012 are unchanged from those discussed in our Form 10-K for the
year ended December 31, 2011.  SG&A costs for the fourth quarter of 2012 are estimated to be higher than in the third
quarter in dollars but lower as a percent of sales. Fixed and discretionary type expenses for the fourth quarter are
expected to increase approximately $0.5 million from the third quarter level to $55 million.  Variable costs are
estimated to be 17.8% as a percent of sales.

Provision for Income Taxes

Our effective tax rate for the third quarter and first nine months ended September 30, 2012 was 41.2% and 39.4%
respectively, compared to 35.6%  benefit and (2.5)% expense for the same periods of 2011.

We settled certain state audits during the second quarter of 2012 which reduced our gross uncertain tax positions to
$0.6 million at September 30, 2012 from $1.1 million at December 31, 2011.  The settlements and related changes to
our unrecognized tax benefits and changes arising from reductions in our income tax receivables increased tax
expense for the nine months ended September 30, 2012 by approximately $88,000.

Liquidity and Capital Resources

Our primary cash requirements include working capital needs, contractual obligations, benefit plan contributions,
income tax obligations and capital expenditures.  We have funded these requirements primarily through cash
generated from operations.  We have no funded debt and our lease obligations are primarily due to arrangements that
are not considered capital leases but must be recorded on our balance sheets.  We believe funds generated from our
expected results of operations and available cash and cash equivalents will be sufficient to fund our primary
obligations, dividends, stock repurchases and complete capital projects that we have underway or currently
contemplate.

We also have a $50.0 million revolving credit facility.  Availability fluctuates under a borrowing base calculation and
is reduced by outstanding letters of credit.  The borrowing base was $44.9 million and there were no outstanding
letters of credit at September 30, 2012.  Amounts available are based on the lesser of the borrowing base or the $50.0
million line amount and reduced by $6.2 million since a fixed charge coverage ratio test was not met for the
immediately preceding twelve months, resulting in a net availability of $38.7 million.  There were no borrowed
amounts outstanding under the facility at September 30, 2012.

Summary of Cash Activities

Our cash flows provided by operating activities totaled $48.3 million in the first nine months of 2012 compared to
$30.1 million for the same period of 2011.  This increase was primarily due to earnings in 2012 compared to a loss in
2011 and an increase in accounts payable and accrued expenses in 2012. For additional information about the changes
in our assets and liabilities refer to our Balance Sheet Changes discussion.
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Our cash flows used in investing activities totaled $19.9 million in the first nine months of 2012 versus $21.1 million
for the same period of 2011. This decrease was primarily due to the initial investment of $6.8 million made in 2011 in
restricted cash as collateral for insurance programs and partially offset by increased capital expenditures in 2012.

10
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)

Financing activities used cash of $3.0 million in the first nine months of 2012 compared to $0.5 million for the same
period of 2011.  This increase was primarily due to the 2012 payment of $1.8 million in dividends while none were
paid in the same period of 2011.

Balance Sheet Changes for the Nine Months Ended September 30, 2012

Our balance sheet as of September 30, 2012, as compared to our balance sheet as of December 31, 2011, changed as
follows:

•  increase in cash of $25.4 million;

•  decrease in inventories of $9.2 million as higher than expected sales outpaced replenishment;

•  increase in property and equipment of $7.7 million as we invested in and expanded our store base;

•  increase in customer deposits of $7.1 million due to the normal seasonal differences in the timing of written
business relative to the end of the period and to delivery of product to customers; and

•  increase in accrued liabilities of $6.9 million due to timing of payments and additional amounts related to
self-insurance reserves.

Store Plans and Capital Expenditures

We opened a new store in Baltimore, Maryland during the second quarter and Midland, Texas early in the third
quarter.  During the fourth quarter we will add a store in the Dallas, Texas market, and a replacement store in Atlanta,
Georgia.  These changes would increase net selling square footage by approximately 2.5% in 2012 assuming the new
stores open and the existing store closes as scheduled.  Store plans for 2013 include opening one new store and the
expansion of three showrooms.  We also have stores reaching the end of their lease term and are subject to closure if
terms of renewal are not reached.  These changes would decrease net selling square footage by approximately 1.4% in
2013.

Our planned annual expenditures for 2012 are $25.0 million including $19.8 million for new stores and store
improvements and $4.1 million for information technology. Capital expenditures for 2013 are estimated to be $20.0
million for new stores, store improvements and information technology.

Off-Balance Sheet Arrangements

As of September 30, 2012 we had no off-balance sheet arrangements or obligations.

Critical Accounting Estimates

Critical accounting estimates are those that we believe are both significant and that require us to make difficult,
subjective or complex judgments, often because we need to estimate the effect of inherently uncertain matters. We
base our estimates and judgments on historical experiences and various other factors that we believe to be appropriate
under the circumstances. Actual results may differ from these estimates, and we might obtain different estimates if we
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used different assumptions or conditions. Our critical accounting estimates are identified and described in our annual
report on Form 10-K for the year ended December 31, 2011. We had no significant changes in those critical
accounting estimates since our last annual report.

Self-insurance Reserves for Healthcare

We became primarily self-insured for employee group health care claims in 2012.  We have purchased insurance
coverage in order to establish certain limits to our exposure on both a per claim and aggregate basis.   We record an
accrual for the estimated amount of self-insured health care claims incurred by all participants but not yet reported
(IBNR) using an actuarial method of applying a development factor to the reported monthly claims amounts. The
Company's risk management and accounting management utilize a consistent methodology which involves various
assumptions, judgment and other factors. The most significant factors which impact the determination of a required
accrual are the historical pattern of the timeliness of claims processing, any changes in the nature or types of benefit
plans, changes in the plan benefit designs, and medical trends and inflation. Historical experience is continually
monitored, and accruals are adjusted when warranted by changes in facts and circumstances. The Company believes
that the total health care cost accruals are reasonable and adequate to cover future payments on incurred claims.
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Forward-Looking Information

Certain of the statements in this Form 10-Q, particularly those anticipating future performance, business prospects,
growth and operating strategies and similar matters, and those that include the words “believes,” “anticipates,” “estimates” or
similar expressions constitute “forward-looking statements” within the meaning of Section 27A of the Securities Act of
1933, as amended and Section 21E of the Securities Exchange Act of 1934, as amended.  For those statements,
Havertys claims the protection of the safe harbor for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995.  There can be no assurance that the forward-looking statements will be accurate
because they are based on many assumptions, which involve risks and uncertainties.  The following important factors
could cause future results to differ: changes in the economic environment; changes in the housing market; changes in
industry conditions; competition; merchandise costs; energy costs; timing and level of capital expenditures;
introduction of new products; rationalization of operations; and other risks identified in Havertys’ SEC reports and
public announcements.

Item 3.                      Quantitative and Qualitative Disclosures about Market Risk

There have been no material changes with respect to our financial instruments and their related market risks since the
date of the Company’s most recent annual report.

Item 4.                      Controls and Procedures

As of the end of the period covered by this report, an evaluation was performed under the supervision and with the
participation of our management, including the Chief Executive Officer (CEO) and Chief Financial Officer (CFO) of
the effectiveness of the design and operation of the Company’s disclosure controls and procedures. Based on that
evaluation, our management, including the CEO and CFO, concluded that the Company’s disclosure controls and
procedures were effective to provide reasonable assurance that information required to be disclosed in the reports the
Company files or submits under the Securities Exchange Act of 1934 is recorded, processed, summarized, and
reported within the time periods specified in the Securities and Exchange Commission’s rules and forms and that such
information is accumulated and communicated to our management, including the CEO and CFO, as appropriate, to
allow timely decisions regarding disclosure.
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PART II.  OTHER INFORMATION

Item 1A.  Risk Factors

In addition to the other information set forth in this report, you should carefully consider the factors discussed in Part
I, “Item 1A. Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2011, which could
materially affect our business, financial condition or future results.  The risks described in this report and in our
Annual Report on Form 10-K are not the only risks facing the Company.  Additional risks and uncertainties not
currently known to us or that we currently deem to be immaterial also may materially adversely affect our business,
financial condition or future results.

Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds

The following table presents information with respect to our repurchase of Havertys’ common stock during the third
quarter of 2012:

(a)

Total Number
of Shares
Purchased

(b)

Average Price
Paid Per

Share

(c)
Total Number

of Shares
Purchased as

Part of Publicly
Announced

Plans or
Programs

(d)
Maximum

Number that
May Yet be
Purchased

Under the Plans
or Programs

August 1 – August 31,
2012 13,866 $ 12.34 13,866 279,064

(1) The Board of Directors has authorized management, at its discretion, to purchase and retire our common
stock and Class A common stock under the Stock Repurchase Program. This program was initially
approved by the Board of Directors on November 3, 1986 with subsequent authorizations made as to the
number of shares to be purchased.

Item 6.  Exhibits

(a)  Exhibits

The exhibits listed below are filed with or incorporated by reference into this report (those filed with this report are
denoted by an asterisk). Unless otherwise indicated, the exhibit number of documents incorporated by reference
corresponds to the exhibit number in the referenced documents.

Exhibit
Number Description of Exhibit (Commission File No. 1-14445)

3.1 Articles of Amendment and Restatement of the Charter of Haverty Furniture
Companies, Inc. effective May 26, 2006 (Exhibit 3.1 to our Second Quarter
2006 Form 10-Q).
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3.2 By-laws of Haverty Furniture Companies, Inc. as amended effective May 12,
2010 (Exhibit 3.2 to our First Quarter 2010 Form 10-Q).

10.1 Haverty Furniture Companies, Inc., Class A Shareholders Agreement, made
as of June 5, 2012, by and among, Haverty Furniture Companies, Inc, Villa
Clare Partners, L.P., Clarence H. Smith, H5, L.P., Rawson Haverty, Jr., Ridge
Partners, L.P. and Frank S. McGaughey (Exhibit 10.1 to our Form 8-K filed
June 8, 2012)

*31.1 Certification of Chief Executive Officer pursuant to Rules 13a-14(a) and
15d-14(a) under the Securities Exchange Act of 1934, as amended.

*31.2 Certification of Chief Financial Officer pursuant to Rules 13a-14(a) and
15d-14(a) under the Securities Exchange Act of 1934, as amended.

*32.1 Certification pursuant to 18 U.S.C. Section 1350.
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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.

  HAVERTY FURNITURE COMPANIES, INC. (Registrant)

Date:November 6, 2012 By: /s/ Clarence H. Smith
Clarence H. Smith

President and Chief Executive Officer
(principal executive officer)

By: /s/ Dennis L. Fink
Dennis L. Fink

Executive Vice President and
Chief Financial Officer

(principal financial and accounting officer)
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