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PART |

Cautionary Statement Regarding Forward-Looking Statents

This report on Form 10-K contains a number of “famd-looking statements” that reflect Virco Mfg. Qarration's ( the "Company" or

"Virco") current views with respect to future eveand financial performance, including, but notited to, availability of funding for
educational institutions, statements regarding pland objectives of management for future operatiorcluding plans and objectives relating
to products, pricing, marketing, expansion, mantifang processes, and business strategies; the @ogg ability to continue to control costs
and inventory levels; availability and cost of ravaterials, especially steel and petroleum-basedpcts; the availability and cost of labor;
the potential impact of the Company's “AssembleShg” program on earnings; market demand; the Compaability to position itself in the
market; references to current and future investm@ntind utilization of infrastructure; statemengfating to management's beliefs that cash
flow from current operations, existing cash resenand available lines of credit will be sufficigatsupport the Company's working cap
requirements to fund existing operations; referantoeexpectations of future revenues; pricing; ardsonality.

Such statements involve known and unknown riskgrtainties, assumptions and other factors, manyhith are out of the Company's
control and difficult to forecast, that may causdual results to differ materially from those whiate anticipated. Such factors include, but
not limited to, changes in, or the Company's aptiit predict, general economic conditions, the kkaiity and cost of raw materials, the
markets for school and office furniture generalhdaspecifically in areas and with customers withalitthe Company conducts its principal
business activities, the rate of approval of schammwids for the construction of new schools, thergxb which existing schools order
replacement furniture, customer confidence, cortipatand other factors included in the “Risk Facbsection of this report.

” ” i, LINTH

In this report, words such ¢anticipates,” “believes,” “expects,” “will continue,” “future,” “intends,” “plans,” “estimates,” “pro jects,”
“potential,” “budgets,” “may,” “could” and similar expressions identify forwardoking statements. Readers are cautioned notaoeplindut
reliance on forward-looking statements, which speialy as of the date hereof.

” ” ”

Throughout this report, our fiscal years ended Jayw31, 2010, January 31, 2011, January 31, 20a2udry 31, 2013 and January 31, 2014
are referred to as years 2009, 2010, 2011, 20122048, respectively.

Please note that this report includes trademark¥iofo, including, but not limited to, the follovgnZUMA®, ZUMAfrd™, Ph.D?, 1.Q.®,
Virtuoso®, Classic Series™, Martest 21 Lunada®, Plateau®, Core-a-Gator®, Future Acces$, Sigmd&®, Metaphor®, Telos®, TEXT®,
Parametel®, Sage™, Analogy™ and Civitas™. Solely for converge from time to time, we refer to our trademarkthis report without the
®and ™ symbols, but such references are not intetmlédlicate that we will not assert, to the futlegtent under applicable law, our rights to
our trademarks. In addition, other names and braindtuded in this report may be claimed by us aB @reby third parties.

Iltem 1. Business
Introduction

Designing, producing and distributing high-valueniture for a diverse family of customers is a @aytradition at Virco Mfg. Corporation
(“Virco” or the “Company”, or in the first persofwe”, “us” and “our”). Virco was incorporated in G®rnia in February 1950, and
reincorporated in Delaware in April 1984. Thoughddi started as a local manufacturer of chairs asttsifor Los Angeles-area schools, over
the years, Virco has become the largest manufacimee supplier of moveable educational furniturd aquipment for the preschool through
12th grade market in the United States. The Compamymanufactures a wide assortment of produatjding mobile tables, mobile storage
equipment, desks, computer furniture, chairs, dgttables, folding chairs and folding tables. Atitatially, Virco has worked with
accomplished designers - such as Peter Glass, Ritlwdbrook, and Bob Mills - to develop additiomabducts for contemporary applications.
These include the best-selling ZUMA Series; thendly introduced Analogy and Civitas furniture eaflions; Metaphor and Sage Series item
for educational settings; the Ph.D. Executive sgdine; and the wide-ranging Plateau Series.

Along with serving customers in the education markehich in addition to preschool through 12thdgaublic and private schools includes:
junior and community colleges; fc-year colleges and universities; trade, technindl\@cational schools - Virco is a leading furnitand
equipment supplier for convention centers and areth@ hospitality industry with respect to bancared meeting facilities; government
facilities at the federal, state, county and mypatievels; and places of worship. We also seltolesalers, distributors, traditional retailers
and catalog retailers that serve these same markets

To meet the furniture and equipment needs of ostotoers, Virco operates a 560,000 sq. ft. officenuofiacturing and warehousing facility
located on 23.5 acres of land in Torrance, Califgrthis facility includes our corporate headquesite
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West Coast showroom, and all West Coast distributjgerations. To complement our California-basegtaiions, Virco owns 100 acres of
land in Conway, Arkansas, containing 1,200,000ts@f manufacturing, warehousing, and office spatéh high-density storage systems, 70
dock doors dedicated to outbound freight, and suibistl yard capacity to store and stage trailéis,facility supports Virco's ability to handle
increased sales during our peak summer deliveigoseand enhances the efficiency with which ordegdilied. Virco also operates two other
facilities in Conway. The first is a 375,000 sqféictory - acquired in 1954, and expanded and mmazkd in subsequent yeara/here a variet
of operations take place, including the manufactfifabricated steel components, chrome plating,@astic injection-molding; components
generated here are transferred to other facilitieassembly into finished goods. The second i88M0 sq. ft. manufacturing facility where
compression-molded hard plastic components arécttbd and stored.

Because the product needs and preferences of stameers continue to evolve - and in response tgoetitive furniture and equipment
offerings from domestic and offshore suppliers rcdimaintains an ongoing new product developmergnam. We've worked with
accomplished designers - such as Peter Glass, ®Ritlwdbrook, and Bob Mills - to introduce excitifigrniture and equipment solutions for
contemporary applications. Over the past threesydérco has launched a substantial number of n@dyzts, including the following.

In 2011, Virco introduced the Sage™ Contract andt&8™ seating lines. Combining Virco's super-conafole Sage shell with a sleek, new-
look frame, Sage Contract chairs are great foceffiand reception areas, colleges, hospitalityegand other adult environments. Civitas
chair and stool models - available in 18", 25” & seat-heights with either a Sage, shell, anrguocally contoured ZUMA® Series shell,
or highly sustainable ZUMAfrd™ seat and back congraa made of Fortified Recycled Wood™ hard plasticovide exceptional seating
solutions for foodservice, libraries, media centensulation areas and related venues. Other p@dduct releases included: 53 Series steel
storage cabinets; an expanded range of 53 Sergalléiles; special versions of Virco's 543 an® Skries desks with wire management
capabilities; HWT (hinged wire trough) technologyples for computer labs and related applicationsreay of 36” wide Plateau® and 2BC
Series bookcases; adjustable-height versions ab\¢irl20, 121 and 122 Series stools; and three ZWddking chairs with “bump” glides
designed for environments where limited motion rbaydesired, such as areas for children with sesesmsory integration problems or Autism.

In 2012, to complement the recently released Givitaair and stool collection, Virco introduced as@tment of Civitas cafe table tops and
tulip-shaped table bases. Tops are available griaty of round, square and “squircle” shaped sarescan be ordered with three different eye
catching edge profiles, while bases come in thegghts to coordinate with the Civitas line's 188 and 30" seateight chair and stools. Ott
2012 product releases included: a new collectioBagfe rocking chairs; 53 Series wardrobe towemeadi new Parameter® file credenzas anc
additional Parameter mobile pedestals; a selecfi@4” wide TEXT® seminar tables; Metaphor® sleds&éa chair/desk combo units; a
wheelchair-accessible version of the ZUMA cantikedesingle-student desk; CT Series tables withral lkaank mechanism for top height
adjustment; new oval mobile tables with attacheuaches or stools; and several mobile cabinet maosighsa magnetic marker back.

In 2013, Virco introduced the Analogy™ classroomnfture collection. Designed for Virco by Peter &and Bob Mills, the affordable,
ergonomically contoured Analogy line includes fixegight 4-leg chairs, adjustable task chairs ahdtaols, steel-frame rockers and a
selection of 4-leg and sled-based chair desk camiiis. New Agile Combo units - also released in20provide an appropriate level of
mobility to effectively enhance in-class collabavat Every Agile Combo model has a hooded, twin-@lts®ft caster with a “sit-lock”
compression-brake on each of its front legs. Witk two-caster configuration, Agile Combos - unlda@mpeting units with casters on all four
legs - prevent students from “rolling around” distiuely while seated. Instead, when an instructisastudents to move their Agile Combos to
facilitate a particular lesson plan, they can dinsan orderly manner by getting out of their seatd using the convenient hand-hold near the
top of the Agile Combo backrest. For added stahilihen units aren’t being moved, the rear legs gfeACombos have rubber-base swivel
glides. Agile Combo models can be ordered with & khell, a Sage™ shell or an Analogy shell. Otb@t3 product introductions included:
a selection of ZUMA and Sage chairs with integufiiar steel arms; several new Parameter desk&arkdtations, including L-configuration
units with curved-corner or notched-corner tops ateelchair-accessible ZBOOM single-student désikissupport collaborative learning;
mobile Textameter™ instructor workstations; andyate Civitas™ chairs and stools with a contourgavpbd seat and back. Products targete
for release in 2014 include: Civitas 4-leg tabledsa a new table collection for learning environtegadditional oval mobile tables; a new
ergonomically contoured classroom seating line,iasttuctor media stations that will be made udfirgo’s impressive flat metal forming
capabilities.

Virco's flat metal forming and other production abjities are further enhanced when combined withAssemble-to-Ship (“ATS”) strategy,
which allows for the manufacture and storage of mmm components during the portion of the year wdhemand for our product is low
followed by assembly to customer-specific combiagi prior to shipment. The combination of flat thédaming and ATS enables Virco to
offer various products - including an array of deakthree price pointshat provide a variety of furniture solutions farstomer applications
a wide range of environments.




As of January 31, 2014, the Company's employmenefwas approximately 700, manufacturing its préslic 1.1 million square feet of
fabrication facilities and 1.2 million square feétassembly and warehousing facilities in Torrarf@ajfornia and Conway, Arkansas.
Additionally, the Company's PlanSCAPE® project ngaraent software allows its sales representativesaeide CAD layouts of classrooms,
as well as classroom-by-classroom planning docusrfenthe budgeting, acquisition and installatidfuoniture, fixtures and equipment
(“FF&E™).

In recent years, due to budgetary pressures, n@moks have reduced or eliminated central warelmyaeitorial services, and professional
purchasing functions. As a result, fewer schodfidis administer their own bids, and are moreljike use regional, state, or national
contracts. A shift to site-based management combivith reductions in professional purchasing pensbhas increased the reliance of school
on suppliers that provide for a variety of needsrfrone source rather than administering differemidor relationships for each item. In
response to these changes, the Company has expaottiettie products and the services it providdétsteducational customers. Now, in
addition to buying furniture FOB Factory, customeas purchase furniture for delivery to warehows®as school sites, and can also purchase
full-service furniture delivery that includes threstallation of the furniture in classrooms. BecatiigeCompany has been aggressively
developing new furniture lines to enhance the rasfgeroducts it manufactures - and by purchasimgifure and equipment from other
companies for re-sale with Virco products - the @any is now able to provide “one-stop shopping”dthF&E needs in the K-12 market.

The expansion of the Company's product line contbimi¢h the expansion of its services over the ybassprovided Virco with the ability to
serve various markets including the education mgtke Company's primary market), which is madeftipublic and private schools
(preschool through 12th grade), junior and comnyuriitleges; four-year colleges and universitiest tiade, technical and vocational schools.
Virco also serves convention centers and arenadydhbpitality industry with respect to banquet arebting facilities; government facilities at
the federal, state, county and municipal levelst places of worship. In addition, the Company alksiis to wholesalers, distributors, traditional
retailers and catalog retailers that serve these saarkets.

Virco serves its customers through a well-traimetionwide sales and support team. Virco's edutatiproduct line is marketed through an
extensive direct sales force, as well as througiowing dealer network. In addition, Virco has a@wate Sales Group to pursue wholesalers
mail order accounts and national chains where mamagt believes that it would be more efficientéwéna single sales representative or g
service such customers, as they tend to have tiegtisanscend the geographic boundaries estadlfeind/irco's local accounts. The Comp.
also has an array of support services, includimgptete package solutions for the FF&E line itenmsohool budgets; computer-assisted layout
planning; transportation planning; and product\éely, installation, and repair.

Another important element of Virco's business masi¢he Company's emphasis on developing and niaiingekey manufacturing, assembly,
distribution, and service capabilities. For exampleco has developed competencies in several naatwfing processes that are important to
the markets the Company serves, such as finisksterss, plastic molding, metal fabrication and wweorking. Virco's physical facilities are
designed to support its ATS strategy. Warehouses sabstantial staging areas combined with a laugeber of dock doors to support the
seasonal peak in shipments during summer months.

During the last decade, many furniture manufactuckssed their domestic manufacturing facilitied &egan importing increasing quantitie:
furniture from international sources. During thésre period, Virco elected to significantly redutsework force, but retain its domestic factory
locations. In recent years, the Company believasith domestic manufacturing capabilities havelaabinto a significant strength. The
Company has effectively used product selectiorgrcstlection, and dependable execution of deliaewy installation to customers to enhance
its market position. With increasing costs fromemiational sources and increasing freight costsfamtories are cost-competitive for bulky
educational furniture and equipment items. The Camifs ATS strategy allows for low-cube componemtspt be sourced globally, with
fabrication of bulky welded steel frames, wood tagoed larger molded-plastic components to be perédrlocally. Domestic production of
laminated wood tops and molded plastic enable€tmpany to market a color palette that cannot bielmed in a short delivery window by
imported finished goods. Domestic assembly alldvesGompany to use standard ATS components to agsengiomer-specific product and
color combinations shortly prior to delivery andgtiallation.

Finally, management continues to hone Virco's ghiiti finance, manufacture and warehouse furnititkin the relatively narrow delivery
window associated with the highly seasonal demanéducation sales. In 2012 and 2013, approxim&@¥s of the Company's total sales
were delivered in June, July, and August with aenelvigher portion of educational sales deliverethat period. Shipments of furniture in July
and August can be six times greater than in thessedly slow winter months.

5




Virco's substantial warehouse space allows the @ompo build adequate inventories to service thisaw delivery window for the education
market.

Principal Products

Virco produces the broadest line of furniture foe K-12 market of any manufacturer in the Uniteat&. By supplementing products
manufactured by Virco with products from other macturers, Virco provides a comprehensive prodasbement that covers substantially
products and price points that are traditionalglided on the FF&E line item on a new school priojgcschool budget. Virco also provides a
variety of products for preschool markets and leaemtly developed products that are targeted fiblegm university, and corporate learning
center environments. The Company has an ambitiod®a-going product development program featurirogipcts developed in-house as well
as products developed with accomplished desigiiies Company's primary furniture lines are consedaf tubular metal legs and frames,
combined with wood and plastic tops, plastic saatsbacks, upholstered seats and backs, and upeadlsigid polyethylene and polypropyl
shells. Virco also has flat metal forming capaiatitto enable the production of desks, returnskeases, filing cabinets, mobile pedestals and
related items.

Virco's principal manufactured products include:

SEATING - The ergonomically supportive ZUMA® linesigned by Peter Glass and Bob Mills posted thedsiginitial-year new product
sales total in the Company's history. In additiofited-height 4-leg chairs, the ZUMA line includesntilever chairs; tablet arm chairs with a
fixed or articulating work surface and a compadtjoint; and steel-frame rockers. The ZUMAfrd™ ealion features Fortified Recycled
Wood™ hard plastic seats, backrests and work sesfalJMAfrd products have up to 70% recycled conéerd are 98% recyclable. The
Sage™ line, originally designed to serve studentoilege, university and other adult educatiotirsgs - and on high school campuses - now
offers a 13" and a 15” 4-leg chair and a correspumgair of cantilever chairs for younger, sma#ierdents; there's also a selection of Sage
rockers for K-12 applications and several tablat anits. Selected adult-height Sage models cannaieobe ordered with a padded,
upholstered seat. Other Virco seating choices dlecthe Metaphor® Series - an updated sequel to¥giftest-selling Classic Series™ furniture
with improvements in comfort, ergonomics, stackhibind manufacturing efficiencies - and the T@&eries, a wide-ranging product line
with ergonomically contoured Fortified Recycled Vdamomponents. The Sage Contract line is targetedffices and reception areas, colle¢
hospitality venues and other adult environmentslen®ivitas™ chairs and stools are intended fordmrvice, libraries, media centers,
circulation areas and related on-campus areas vigeeqgle gather; and adjustable-height version®06f 121 and 122 Series stools. Additional
Virco seating alternatives range from 120, 121 522 Series stools to easily-adjustable Ph.D.® taslirs and contoured |.Q.® Series
classroom chairs by Richard Holbrook; comfortabt&active Virtuoso® chairs by Charles Perry; aed/Analogy™ Series chairs by Peter
Glass and Bob Mills. Classic Series™ stack chaitsMartest 21® hard plastic seating models are laomioices in schools across America.
Along with this range of seating, Virco offers fild chairs and upholstered stack chairs, as wedldg&ional plastic stack chairs and
upholstered ergonomic chairs.

TABLES - Virco’'s TEXT® table collection for learngnenvironments - designed by Peter Glass and Bdib-Ngatures heavy-gauge tubular
steel and proven Virco construction for extendestpct life, and elliptical legs, swooping yokes @ndhed feet for exceptional elegance.
Selected TEXT models can be equipped with a vadétgchnology-support and storage accessoriesada® tables, combining Virco's
popular Lunada bi-point bases with a selectionfdd sizes, make great choices for seminar, cenéer and related settings. Designed for
Virco by Peter Glass, Plateau® tables bring exoepliversatility, sturdy construction and greatisgyto working and learning environments.
For durable, easy-to-use lightweight folding tapMisco's Core-a-Gator® models are unsurpassed.nvgaaed with attractive, durable Virco
cafe tops, Lunada bases by Peter Glass provideatghing table solutions for hospitality settinGsvitas tops and bases provide excellent
furniture solutions for on-campus spaces where lgeggther. Virco also carries traditional foldiradptes, CT Series tables with a hand crank
mechanism for top height adjustment, activity tatdad office tables, as well as the computer tadodelsmobile tables described below.

COMPUTER FURNITURE The TEXT table collection described in the precgdiaragraph provides educators an array of compurteiture
choices for learning environments; Virco's Flip-Tbgchnology tables and HWT Technology tables aldivelr popular computer furniture
solutions. Future Access® computer tables come antintegral wire management panel and all rectangoodels have a smooth post-formec
front and rear edge. Like our Future Access mo@3180 Series computer tables can be equipped viiito¥ functional computing accessor
such as keyboard mouse trays, CPU holders and guggpomns for optional elevated shelves. The Rlai®ffice Solutions collection offers
desks and workstations with technology-support béigias, while the Plateau Library/Technology Sodas line has specialty tables and other
products for computing applications.




DESKS/CHAIR DESKS - From the ergonomic and collative-learning strengths of our best-selling ZUMA®dent desks to the continuing
popularity of our traditional Classic Series™ clasisks and combo units, Virco's wide-ranging fumgitmodels can be found in thousands of
America's schools. Related products include aryaft#ablet arm units, new Agile Combo models aed/mnalogy™ Series combo chair
desks. Selected models are available with durablerfast Martest 21® or Fortified Recycled Wood &rdhplastic components. For teachers,
principals and district administrators - and fosimess environments - Virco offers an extensivgearsf Parameter® desks, returns and
credenzas designed by Peter Glass and Bob Miligameter™ mobile workstations provide additionahfture choices for educators.

ADMINISTRATIVE OFFICE FURNITURE - In addition to #nPlateau® Office Solutions and Parameter® prolilues, Virco manufactures a
selection of desks, returns, bookcases and o#rasithat employ the Company's flat metal formingabédities. These products include 53
Series steel storage cabinets, an expanded rarig=Sdries lateral files, and special versions4® &nd 546 Series desks with wire
management capabilities. Other products range &818eries wardrobe tower cabinets and Parameterréidenzas to Parameter mobile
pedestals and Plateau bookcases in popular 36" avidet8” wide models that work in classroom se#tiagd related educational environments
as well as administrative offices.

LABORATORY FURNITURE - For biology and chemistryaglses, and other school- and college-based lahgsetirco offers a variety of
steel-based science tables. Virco manufacturetabiie bases of these items and equips them withiadfjeChemsurf® and epoxy resin tops.
Virco's ZUMA®, Sage™, Telos®, Metaphor®, 1.Q.®, G&c Series™, and 3000 Series collections includaimatically adjustable lab stools
with high-range seat-height adjustment and a $te¢lring. Virco also carries a selection of woadrhie science tables with Chemsurf and
epoxy resin tops.

MOBILE FURNITURE - School cafeterias are perfechues for the ever-popular Virco mobile tables {uding a selection of oval mobile
tables with attached benches or stools - whilesctasns benefit from the spacious storage capatiroo mobile cabinets; additional mobile
cabinet models with a magnetic marker back ardablai An array of Virco product lines includes rielzhairs for school settings and offic

STORAGE EQUIPMENT - For moving selected Virco ckand folding tables, the Company carries a widgeaf handling and storage
equipment. As a service to our convention centena, and auditorium customers, Virco also manufaststackable storage trucks that work
with Virco upholstered stack chairs, folding chairsl folding tables.

Virco's wide-ranging product selection includes dnenls of furniture models that are certified acoaydo the Greenguard® Children &
Schools Program for indoor air quality. In 2005da1s ZUMA and ZUMAfrd™ products earned the distiontof being the first classroom
furniture models to be certified through the Gragrg Children & Schools Program, now known as Ggeard Gold certification. All of the
models in the Company's most recently introduceduypet lines - including Analogy™ furniture modelsdal extameter™ instructor
workstations - are Greenguard-certified. Along Wiihco's leadership relative to Greenguard-cedifierniture, the Company also introduced
the classroom furniture industry's first Take-Backgram in 2006, enabling qualifying schools, agdle, universities, and other organizations
and customers to return selected out-of-serviagitine components for recycling rather than sendlirge items to a landfill.

In order to provide a comprehensive product offgfior the education market, the Company suppleniint®-manufactured products with
items purchased for re-sale, including wood anel stifice furniture, early learning products foepschool and kindergarten classrooms,
science laboratory furniture, and library tabldsics and equipment. Virco carries a complete dihgpecialty furniture and equipment from
Wenger® Corporation for music rooms, performaneasamand related spaces; Virco also now offers suzséal, space-efficient workstations
by Interior Concepts™ for technology and languades) media centers, computer classrooms, recequté@s and offices. Wenger and Interior
Concepts are two of the many vendors with whichGbenpany partners in order to effectively positidrco as the preferred orsop furniture
and equipment source for K-12 schools. None optleelucts from vendor partners accounted for maxa #0% of consolidated revenues in
2013.

To complement Virco's extensive selection of furrétand equipment, we offer customers a varietyabfable services in connection with the
purchase of Virco products; revenues from thesédetevels are included in the purchase pricédeffurniture items. In addition to giving
customers the option of purchasing Virco produots$ making their own delivery arrangements, Vircoyides three levels of delivery service.
When customers choose Standard Delivery - also krasatailgate delivery - the delivery driver ispessible for moving the customer's goods
to the tailgate of the truck only; therefore, thistomer must have personnel on hand to unloadubk. tFor additional charges Virco also
offers Inside Delivery (no installation), or Fi8kervice Delivery (delivered and installed). To sssustomers involved with FF&E purchases
new school construction projects or school renovesti Virco's PlanSCAPE® service provides roomrgm computerized layout planning &
full FF&E project management.

Customers




Virco's major customers include educational inftitus, convention centers and arenas, hospitaldyigers, government facilities, and places
of worship. No customer accounted for more than D®%irco's consolidated revenues during 2013.

Raw Materials

Virco purchases steel, aluminum, plastic, polyuaeth polyethylene, polypropylene, plywood, parboard, medium density fiberboard
(MDF), cartons and other raw materials from marffed@nt sources for the manufacture of its printgpaducts. Management believes the
Company is not more vulnerable with respect tostherces and availability of these raw materials thitner manufacturers of similar products.
The Company's largest raw material cost is for stekbowed by plastics and wood.

The price of these commodities, particularly st plastic, has been volatile. Steel and plasitep increased significantly in 2004 and 2(
in part due to worldwide demand of these materegdpgecially in China. By comparison, in 2006 an@72the price of these commodities was
relatively stable. In 2008, steel prices incredsgdnore than 80% during a four month period fronrilo July, followed by a period of mod:
decline in the latter part of 2008 and relativébgity in 2009 and 2010. During 2011, the Compamguirred significant increases in the cost of
steel during the second quarter and plastic dutiagsecond and third quarters. During 2012 and 204 8ost of steel, plastic, and wood were
stable.

In addition to the raw materials described abdve ,Gompany purchases components used in the fabnigad assembly of furniture from a
variety of overseas locations, but primarily fromi@a. These components are classified as raw rakgémnithe financial statements until such
time that the components are consumed in a falitat assembly processes. These components a@eddiom a variety of factories, none
of which are owned or operated by the Company.lostthese imported components increased modgrddeing the last three years, and are
expected to increase further in 2014,

With respect to the Company's annual contractth@@e contracts that have longer terms), the Coynpeay have limited ability to increase
prices during the term of the contract. The Compaasy;, however, negotiated increased flexibilityemaany of these contracts, allowing the
Company to increase prices on future orders. Nbekyss, even with respect to these more flexibferaots, the Company does not have the
ability to increase prices on orders received foany announced price increases. Due to thedatgseasonal nature of our business, the
Company may receive significant orders during thst &nd second quarters for delivery in the secmdithird quarters. With respect to any of
the contracts described above, if the costs ofmmaterials increase suddenly or unexpectedly, theg2my cannot be certain that it will be able
to implement corresponding increases in its saleepin order to offset such increased costs.ifiignt cost increases in providing products
during a given contract period can adversely impgetrating results and have done so during priarsyeespecially in 2004, 2005, 2008, and
2011. The Company typically benefits from any dases in raw material costs under the contractgilesicabove.

Marketing and Distribution

Virco serves its customers through a vigdined, nationwide sales and support team, asasedl growing dealer network. In addition, Virce
a Corporate Sales Group to pursue wholesalers,ardgl accounts and national chains where managdretaves it would be more efficient
to have a single sales representative or groupapprsuch persons, as they tend to have needsahstend the geographic boundaries
established for Virco's local accounts.

Virco's educational product line is marketed thioughat management believes to be the largest diedes force of any education furniture
manufacturer. The Company's approach to servitinguistomer base is very flexible, and is tailaetest meet the needs of individual
customers and regions. When considered to be rffastet, the sales force will call directly upont®ol business officials, who may include
purchasing agents or individual school principaltere site-based management is practiced. Whesednsidered advantageous, the Compan
will use large exclusive distributors and full-seevdealer partners. The Company's direct saleg fisrconsidered to be an important
competitive advantage over competitors who relynprily upon dealer networks for distribution of itheroducts.

Virco's sales force is assisted by the Companyprtary PlanSCAPE® software and experienced RI&FE managers when preparing
complete package solutions for the FF&E segmebbafi-funded public school construction projectanBICAPE software also enables the
entire Virco sales force to prepare quotationddes complicated projects.

A significant portion of Virco's business is awattdarough annual bids with school districts or otheying groups used by school districts.
These bids are typically valid for one year. Maowtracts contain penalty, performance, and debarprenisions that can result in debarment
for a number of years, a financial penalty, oringlbf performance bonds.
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Sales of commercial and contract furniture are ntadmughout the United States by distributorshipd by Company sales representatives wh
service the distributorship network. Virco reprasdimes call directly upon state and local governtagconvention centers, individual
hospitality venues, and mass merchants. This markktdes colleges and universities, preschoolsate schools, and office training facilities,
which typically purchase furniture through commalahannels.

The Company sells to thousands of customers, angljeh no single customer represented more thaert@nt of the Company's consolidated
revenues in 2013. Significant purchases of fureitusing public funds often require annual bidsoons form of “authorization” to purchase
goods or services from a vendor. This authorizatimm include state contracts, local and nationgingugroups, or local school districts that
“piggyback” on the bid of a larger district. In tglly all cases, purchase orders and paymentgracessed by the individual school districts,
even though the contract pricing may be determined state contract, national or local buying grarpconsortium of school districts. Schc
usually can purchase from more than one contragtiarthasing vehicle, if they are participants iryibhg groups as well as being eligible for a
state or national contract.

Virco is the exclusive supplier of movable classnofirniture for one nationwide purchasing organa@aunder which many of our customers
price their furniture. See “Risk Factors : Approxitely 50% of our sales are priced through one aohtunder which we are the exclusive
supplier of classroom furniture.” Sales priced urttiés contract represented approximately 49% lefssim 2013, 49% of Virco's sales in 2012,
and 50% of Virco's sales in 2011. In the third ¢eraof 2008, the Company was awarded a three-y@dract with this purchasing organization
extending through 2011. In 2008 the Company was@sdethree one-year extensions extending through.20Virco were unable to sell
under this contract, we would be able to sell }wthst majority of our customers under alternatimetracts.

Seasonality

The educational sales market is extremely seasApploximately 50% of the Company's total sale2dd3 were delivered in June, July, and
August with an even higher portion of educatiorsdés delivered in that period. Shipments duringkpeeeks in July and August can be as
great as six times the level of shipments in th&tevimonths.

Working Capital Requirements During the “Peak” Suman Season

As discussed above, the market for educationaltfumand equipment is marked by extreme seasgnulith the majority of shipments
occurring from June to August each year, whiclnés€ompany's peak season. As a result of this sabiso Virco builds and carries
significant amounts of inventory during the peaksier season to facilitate the rapid delivery regmients of customers in the educational
market. This requires a large up-front investmarihventory, labor, storage and related costsanitory is built in anticipation of peak sales
during the summer months. As the capital requicedHis build-up generally exceeds cash availatimfoperations, Virco has historically
relied on bank financing to meet cash flow requieats during the build-up period immediately prengdhe high season. Currently, the
Company has a line of credit with PNC Bank to dassisneeting cash flow requirements as inventoryuigt for, and business is transacted
during, the peak summer season.

In addition, Virco typically is faced with a lardpalance of accounts receivable during the pealosed#is occurs for three primary reasons.
First, accounts receivable balances naturally assealuring the peak season as product shipmemesig®e Second, many customers during thi
period are government institutions, which tenddg pccounts receivable more slowly than commecotisfomers. Third, many summer
deliveries may be “projects” where the Company f@tes furniture for a new school or significant mbishment of an existing school. Projects
may require architect sign off, school board appt@vior to payment, or punch list completion,alwhich can delay payment. Virco has
historically enjoyed high levels of collectabilibn these accounts receivable due to the low-crisliassociated with such customers.
Nevertheless, due to the time differential betwis@entory buil-up in anticipation of the peak season and the ciidle on accounts receivat
throughout the peak season, the Company must nedxi@rnal sources of financing.

As a result of the seasonality of our business nmamufacturing capacity is dictated by the capa@tyirement during the months of June, .
and August. Because of this seasonality, factdlization is lower during the slow season. The Camputilizes a variety of tactics to address
this seasonal business. During the summer monttishveomprise our second and third fiscal quarteus personnel utilization generally is at
or close to full capacity. The Company utilizes parary labor and significant overtime to meet tbasonal requirements. During the slow
portions of the year, temporary labor and overtareeliminated to moderate the off-season costsn@nufacturing facility capacity
utilization generally remains less than 100% duthmse summer months; because physical structpeeita cannot be adjusted as readily as
personnel capacity, we have secured sufficientipalstructure capacity to accommodate our cumerds as well as for anticipated future
growth. Our physical structure utilization is sifigantly lower during the first and fourth quartefseach year than it is during the second and
third quarters.




The Company utilizes a comparable strategy to addmarehousing and distribution requirements. Rusiimmer months, temporary labor is
hired to supplement experienced warehouse andbdistm personnel. More than 90% of the Compamngght is provided by third-party
carriers. The Company has secured sufficient warshcapacity to accommodate our current needs laaswenticipated future growth.

Virco's working capital requirements during, anditicipation of, the peak summer season requirgagement to make estimates and
judgments that affect assets, liabilities, reverares expenses, and related contingent assetsaduidiés. For example, management expen
significant amount of time in the first quarterezfch year developing a stocking plan and estimaéti@egrumber of temporary summer
employees, the amount of raw materials, and thestgh components and products that will be requikethg the peak season. If management
underestimates any of these requirements, Virdilisyato meet customer orders in a timely mannetooprovide adequate customer service
may be diminished. If management overestimatesathyese requirements, the Company may have talalsgher storage, labor and related
costs, each of which may negatively affect the Camyfs results of operations. On an on-going bassiagement evaluates its estimates,
including those related to market demand, labots¢@nd stocking inventory. Moreover, managementigoally strives to improve its ability

to correctly forecast the requirements of the Camyfsabusiness during the peak season each yeat inggart on annual contracts which are ir
place and management's experience with respeloe imarket.

As part of Virco's efforts to balance seasonafityancial performance and quality without sacrifigiservice or market share, management ha
been refining the Company's ATS operating modelSAg Virco's version of mass-customization, whiskeanbles standard, stocked
components into customized configurations befoiprsént. The ATS program reduces the total amouirivantory and working capital
needed to support a given level of sales. It doisdbly increasing the inventory's versatility, &t assembly until the last moment, and
reducing the amount of warehouse space neededrofstished goods. As part of the ATS stockinggpam, Virco has endeavored to create &
more flexible work force. The Company has developetipensation programs to reward employees whwillieg to move from fabrication

to assembly to the warehouse as seasonal demanige.ev

Other Matters
Competition

Virco has numerous competitors in each of its marka the educational furniture market, Virco miautures furniture and sells direct to
educational customers. Competitors typically falbitwo categories (1) furniture manufacturers geditto dealers which re-sell furniture to the
end user, and (2) dealers that purchase produnttfiese manufacturers and re-sell to educatiorsibmers. The manufacturers that Virco
competes with include HON (HNI) which recently argd Sagus International LLC (which markets prodwader Artco-Bell, American Desk,
and Midwest Folding Products), Kl Inc., Bretforanfh System, Columbia, Scholarcraft and VS Ameridstorically, our largest competitor
that purchases and sells furniture has been School Specialty (SCH8Jahuary 2013, School Specialty filed for bankeyptnder Chapter 1

of the Bankruptcy Code and emerged in mid-2013.t@aris a significant nationwide reseller focusmmgprojects. In addition to School
Specialty and Contrax, there are numerous catadpgeernet resellers, and smaller local educdtiomture dealers that sell into local markets.
Competitors in contract furniture vary dependingmuphe specific product line or sales market awtuse Falcon Products, Inc., MTS and N
Enterprises, Inc.

The educational furniture market is characterizggiice competition, as many sales occur on a hgish Management compensates for this
market characteristic through a combination of méghthat include emphasizing the value of Vircotspcts and product assortment, the
convenience of one-stop shopping for “Equipmentducators™”, the value of Virco's project managenoapabilities, the value of Virco's
distribution and delivery capabilities, and theueabf Virco's customer support capabilities andpthtangibles. In addition, management
believes that the streamlining of costs assist€imapany in compensating for this market charastierby allowing Virco to offer a higher
value product at a lower price. For example, asudised above, Virco has decreased distributiors ¢ysavoiding re-sellers, and management
believes that the Company's large direct saleefand the Company's sizeable manufacturing andheasing capabilities facilitate these
efforts. Although management prefers to competthervalue of Virco products and services, when miatknditions warrant, the Company
will compete based on direct prices and may redsqarices to build or maintain its market share.

Backlog

Sales order backlog at January 31, 2014, total8cb$illion and approximated eight weeks of satesnpared to $17.3 million at January 31,
2013, and $14.4 million at January 31, 2012. Suttisti#y all of the backlog will ship during 2014.

Patents and Trademark
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In the last 10 years, the United States PatenTTaademark Office (the “USPTO”) has issued to Virmore than 50 patents on its various new
product lines. These patents cover various desigrudility features in Ph.D.® chairs, 1.Q.® Serfamiture, the ZUMAfrd™ family of
products, and the ZUMA® family of products, amonbeos.

Virco has a number of other design and utility ptgden the United States and other countries thatige protection for Virco's intellectual
property as well. These patents expire over thé mesto 17 years. Virco maintains an active progta protect its investment in technology
and patents by monitoring and enforcing its intelial property rights. While Virco's patents araraportant element of its success, Virco's
business as a whole is not believed to be matedalbendent on any one patent. See “Risk Factansinability to protect our intellectual
property could have a significant impact on ouribess.”

In order to distinguish genuine Virco products froompetitors' products, Virco has obtained thetsgb certain trademarks and trade names
for its products and engages in advertising anessedmpaigns to promote its brands and to idegéfwine Virco products. While Virco's
trademarks and trade names play an importantmats success, Virco's business as a whole iselmved to be materially dependent on any
one trademark or trade name, except perhaps “Virdaich the Company has protected and enhanced amalem of quality educational
furniture for over 60 years.

Virco has no franchises or concessions that arsidered to be of material importance to the condfids business and has not appraised or
established a value for its patents or trademarks.

Employees

As of January 31, 2014, Virco and its subsidiaeiemloyed approximately 700 full-time employeesaiaus locations. Of this number,
approximately 530 are involved in manufacturing digdribution, approximately 105 in sales and mtngand approximately 65 in
administration. The Company also utilizes temporoykers as necessary to meet any seasonal produetarehousing or distribution
requirements that cannot be filled by its full timerkforce. During 2013, the Company employed apipnately 225 temporary workers duri
the months of June and July, with smaller numberaédiately preceding and following these months.

Environmental Compliance

Virco is subject to numerous federal, state, acdllenvironmental laws and regulations in the vagirisdictions in which it operates that
(a) govern operations that may have adverse emvieoral effects, such as the discharge of maténitdghe environment, as well as handling,
storage, transportation and disposal practicesdinl and hazardous wastes, and (b) impose lipliiditresponse costs and certain damages
resulting from past and current spills, disposalstber releases of hazardous materials. In thisexd, Virco works diligently to remain in
compliance with all such environmental laws andutations as these affect the Company's operatdoseover, Virco has enacted policies for
recycling and resource recovery that have earrgehted commendations, including: recognition byGh&fornia Department of Resources
Recycling and Recovery (CalRecycle) in 2011 and)2fd a Waste Reduction Awards Program (WRAP) heneeeognition by the United
States Environmental Protection Agency in 2003 W#aateWise Hall of Fame Charter Member, in 2002 ¥gasteWise Partner of the Year
and in 2001 as a WasteWise Program Champion f@ye_Businesses; and recognition by the Sanitatistribis of Los Angeles County for
compliance with industrial waste water dischargelglines in 2007 through 201This is only a partial list of Virco's environmehgavards an
commendations; for a more complete list, gavtew.virco.comand click on the Corporate Stewardship headerdditian to these awards and
commendations, Virco's ZUMA® and ZUMAfrd™ produgids were the first classroom furniture collectiemgarn indoor air quality
certification through the stringent GREENGUARD® {@hén & Schools Program, now known as Greenguaid Gertification. As a follow-
up to the certification of ZUMA and ZUMAfrd modeils 2005, hundreds of other Virco furniture itemncluding Analogy™ furniture models
and Textameter™ instructor workstations - have @@REENGUARD certification. Moreover, all Vircogatucts covered by the Consumer
Product Safety Improvement Act of 2008 are in caamgle with this legislation. All affected Virco meld are also in compliance with the
California Air Resources Board rule implementedlanuary 1, 2009, concerning formaldehyde emisgions composite wood products.
Environmental laws have changed rapidly in recesatry, and Virco may be subject to more stringewirenmental laws in the future. The
Company has expended, and may be expected to geritirexpend, significant amounts in the futurecfampliance with environmental rules
and regulations, for the investigation of enviromtaé conditions, for the installation of environnt@ncontrol equipment, or remediation of
environmental contamination. Normal recurring exqeanrelating to operating our factories in a matimarmeets or exceeds environmental
laws are matched to the cost of producing inventibig possible that the Company's operations reault in noncompliance with, or liability
for remediation pursuant to, environmental lawsousth such eventualities occur, the Company reclimbdities for remediation costs when
remediation costs are probable and can be reasoestiinated. See
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“Risk Factors : We could be required to incur sabgal costs to comply with environmental requiraetse’ Violations of, and liabilities under,
environmental laws and regulations may increasecosits or require us to change our business peactic

Financial Information About Industry Segment and Ggraphic Areas

Virco operates in a single industry segment. Flormation regarding the Company's revenues, gras# pnd total assets for each of the last
three fiscal years, see the Company's consolidatadcial statements.

During 2013, Virco derived nearly 7.5% of its reues from customers located outside of the UnitetkeSt(primarily Canada and Puerto Ri
During 2012, Virco derived nearly 10.0% of its raues from customers located outside of the UnitateS (primarily Canada and Puerto
Rico). During 2011, Virco derived approximately % @f its revenues from customers located outsidbetJnited States (primarily in Canada
and Panama). The Company determines sales tortfagets based upon the customers' principal plabasiness. During 2013, 2012 and
2011, the Company did not have any long-lived assetside of the United States.

Executive Officers of the Registrai

As of April 1, 2014, the executive officers of tBempany, who are elected by and serve at the timeref the Company’s Board of Directors,
were as follows:

Age at Has Held
Name Office January 31, 2014 Office Since

Robert A. Virtue (1) President, Chairman of the Board and Chief Exeeufifficer 81 1990
Douglas A. Virtue (2) Executive Vice President 55 1992
J. Scott Bell (3) Vice President — General Manager, Conway Division 57 2004
Robert E. Dose (4) Vice President — Finance, Secretary and Treasurer 57 1995
Patricia Quinones (5) Vice President — Logistics, Marketing Services &mfdrmation Technology 50 2004
D. Randal Smith (6) Vice President — Marketing and Corporate Stewapishi 65 1995
Jamie Makuuchi (7) Chief Marketing Officer 51 2013
Bassey Yau (8) Vice President — Corporate Controller, Assistargr8&ry and Assistant

Treasurer 55 2004

(1) Appointed Chairman in 1990; has been empldyethe Company for 57 years and has served ag#sident since 1982 and Chief
Executive Officer since 1988.

(2) Appointed in 1992; has been employed by then@any for 28 years and has served in ProductiorirGipas Contract Administrator, as
Manager of Marketing Services, as General ManafjireoTorrance Division, and currently as Corpoiaxecutive Vice President.

(3) Appointed in 2004; has been employed by then@any for 25 years and has served in a varietyasfufacturing, safety, and
environmental positions, and currently Vice Preside- General Manager, Conway Division.

(4) Appointed in 1995; has been employed by then@any for 23 years and has served as the CorpBoateoller, and currently as Vice
President of Finance, Secretary and Treasurer.

(5) Appointed in 2004; has been employed by then@any for 22 years in a variety customer and margetervice positions, and currently
as Vice President of Logistics, Marketing Serviaed Information Technology.

(6) Appointed in 1995; has been employed by thea@any for 29 years in a variety of sales and marggiositions, and currently as Vice
President of Marketing & Corporate Stewardship.

(7) Appointed in 2013; is responsible for all sales atketing operation

(8) Appointed in 2004; has been employed by then@any for 17 years and has served as Corporatedllentand currently as Vice
President Accounting, Corporate Controller, AssisBecretary and Assistant Treasurer.

None of the Compar's officers have employment contracts.

Available Information
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Virco files annual, quarterly and current repopiixy statements and other information with theuiges and Exchange Commission (“SBC”
Stockholders may read and copy this informatioim@tSEC's Public Reference Room at 100 F StreEt, Mashington, D.C. 20549.
Information on the operation of the Public RefeeeRoom may be obtained by calling the SEC at 1-88CG-0330. Stockholders may also
obtain copies of this information by mail from tRablic Reference Room at the address set fortheglad\prescribed rates.

The SEC also maintains an Internet website thatagmreports, proxy statements and other informnadbout issuers like Virco who file
electronically with the SEC. The address of thi is www.sec.gov.

In addition, Virco makes available to its stocktestsl free of charge through its Internet websiteannual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form & amendments to those reports filed, or furnigheduant to, Section 13(a) or 15(d) of
the Securities Exchange Act of 1934 (the “Exchafygi), as soon as reasonably practicable afterd/alectronically files such material with,
or furnishes it to, the SEC. The address of thatisiwww.virco.com.

Iltem 1A. Risk Factors

The following risk factors and other informatiorcinded in this Annual Report on Form 10-K shouldchesfully considered. The risks and
uncertainties described below are not the only ereface. Additional risks and uncertainties nasently known to us or that we presently
deem less significant may also adversely affectboisiness, operating results, cash flows, and €iahoondition. If any of the following risks
actually occur, our business, operating resultsh ¢lws and financial condition could be mateyiativersely affected.

Our product sales are significantly affected by edcation funding, which is a function of general ecoomic conditions. If the economy
continues to remain weak or further weakens, fundig for education may fail to improve or decrease fuher, which would adversely
affect our business and results of operations.

Our sales are significantly impacted by the lefedducation funding primarily in North America, vehi, in turn, is a function of the general
economic environment. In a weak economy, like the currently being experienced in the United Statiedte and local revenues decline,
restricting funding for K-12 education spending ethtypically leads to a decrease in demand foradoniture. Sustained depressions in the
per-student funding levels provided forstate and local budgets could have a materiallg#gvimpact on our business, financial conditiod
results of operations.

In addition, geopolitical uncertainties, terromstacks, acts of war, natural disasters, incre@sesergy and other costs or combinations of suc
factors and other factors that are outside of outrol could at any time have a significant effectthe economy, which in turn would affect
government revenues and allocations of governnpanding. The occurrence of any of these or sineil@nts in the future could cause dermr
for our products to decline or competitive pricipigssures to increase, either or both of which dadversely affect our business, operating
results, cash flows and financial condition.

Gaps in state budgets may adversely affect our remae and results of operations.

Virtually all states are required to balance tlogierating budgets either on an annual or bi-anipasik. Unlike the federal government, states
cannot maintain services during an economic dowrityrrunning a deficit. Without federal economisiatance, states that have not recovere
from the recent recession will need to address irintashortfalls with a combination of spendingscand/or tax increases. If states cut
spending for education to address such budgetaryfalts, our revenue and results of operation$ lvéladversely affected.

Reduced levels of spending on education may sigmiintly impact spending on furniture and increase pice competition in the furniture
market. If price competition increases, we may neetb reduce our prices to build or maintain our market share, which in turn could
lower our profit margins.

The educational furniture market is characterizggtdice competition, as many sales occur on a hgish When state and local funding for
education declines, schools typically reduce spendn all budget line items prior to reducing teaxciind administrator salaries and benefits.
This in turn can result in reduced demand for sthaaiture, which in turn can intensify price costftion in our industry. This price
competition could impact our ability to implememige increases or, in some cases, such as duriirglastry downturn, maintain prices. In
addition, when market conditions warrant, we magd® reduce prices to build or maintain our masketre. If we are unable to increase or
maintain prices for our products, our profit magggould decline. Such decline will be compoundethéextent we are unable to maintain or
reduce the cost of our products, which may be eajpedifficult in the current environment givendtvolatility of the commodities markets.

Our efforts to introduce new products that meet cusomer requirements may not be successful, which ctilimit our sales growth or
cause our sales to decline.
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To keep pace with industry trends, such as chaimgegucation curriculum and increases in the udeaifnology, and with evolving regulatory
and industry requirements, including environmeriiahlth, safety and similar standards for the etiluc@nvironment and for product
performance, we must periodically introduce newdpiats. The introduction of new products requiresabordination of the design,
manufacturing and marketing of such products, whicly be affected by factors beyond our control. désign and engineering of certain of
our new products can take up to a year or morefuatiter time may be required to achieve custoraeeptance. Accordingly, the launch of
any particular product may be later or less sudaktgan we originally anticipated. Additionallyupcompetitors may develop new product
designs that achieve a high level of customer aaocep, which could give them a competitive advamiager us in making future sales.
Difficulties or delays in introducing new produatslack of customer acceptance of new productsdclimlit our sales growth or cause our si
to decline.

The majority of our sales are generated under anndaontracts, which combined with the seasonal natér of our business, may limit ou
ability to raise prices on a timely basis during ajiven year in response to increases in costs.

We commit to annual contracts that determine sglbinices for goods and services for periods ofyaa, and occasionally longer. Though the
Company has negotiated increased flexibility urmdany of these contracts that may allow the Comparycrease prices on future orders, the
Company does not have the ability to raise prigesrders received prior to any announced pricecg. Due to the intensely seasonal natur
of our business, the Company may receive signifioasers during the first and second quarters &bivdry in the second and third quarters.
With respect to any of the contracts described abibthe costs of providing our products or seggiincrease between the date the orders are
received and the shipping date, we may not betabitaplement corresponding increases in our saiespfor such products or services in
order to offset the related increased costs. Saamif cost increases in providing either the sewior products during a given contract period
could therefore lower our profit margins. By wayes@ample, in 2008, we incurred a severe increaigeiprice of steel. Steel prices increased
by more than 80% during a four month period fronrikp July. During the period from April throughe third quarter of 2008, the price of
petroleum increased substantially, affecting th&t ob plastic, inbound freight, freight to custosieaind other energy costs. During the third
quarter of 2008, we successfully raised the saiesgpunder a significant number of our annual i@mts in an effort to recover margin lost to
increased costs. Due to the seasonal nature dfumimess, however, approximately 2/3 of ordersivedeand approximately 75% of shipments
for the year were priced prior to the third quant@rease. During 2011, the Company incurred arease of approximately 30% in the cost of
steel during the second quarter, and nearly a 3@¥ase in the cost of certain plastics over therstt and third quarters. The Company
increased prices for the 2012 and 2013 years &ffart to recover these commodity cost increasekiatends to increase prices again for 2!

We depend on outside suppliers who may be unable toeet our volume and quality requirements, and we iy be unable to obtain
alternative sources.

We require substantial amounts of raw materialsa@mdponents to manufacture our products, which uvelfase from outside sources. Raw
materials comprised our single largest total coseD13, 2012, and 2011. Contracts with most ofsmppliers are short-term. These suppliers
may not continue to provide raw materials and comepds to us at attractive prices, or at all, andnag not be able to obtain the raw material:
we need in the future from these or other providerthe scale and within the time frames we reqliiréhe current economic environment,
many of the Company's suppliers may experiencediff obtaining financing and may go out of busiseThe Company may have difficulty
replacing these suppliers, especially if the sigpgdhils as the Company is entering the seasomafr&r shipping season. Moreover, we do not
carry significant inventories of raw materials, gonents or finished goods that could mitigate aariaption or delay in the availability of re
materials and components. In addition, becauseunghpse components from international sources,gifiynChina, we are subject to
fluctuations in currency exchange rates as wethasmpact of natural disasters, war and otheofadhat may disrupt the transportation
systems or shipping lines used by our suppliers,aiher uncontrollable factors such as changesriidn regulation or economic conditions.
Any failure to obtain raw materials and componemts timely basis, or any significant delays oeiniptions in the supply of raw materials,
could prevent us from being able to manufacturelpcts ordered by our customers in a timely fashidrich could have a negative impact on
our reputation and could cause our sales to decline

Increases in basic commodity, raw material and congment costs could adversely affect our profitabilif.

Fluctuations in the price, availability and qualitfythe commaodities, raw materials and componesésl in manufacturing our products could
have an adverse effect on our costs of sales tahdfty and our ability to meet customers' demarik price of commodities, raw materials
components, including steel and plastics, our Eirggav material categories, have been volatile@ent years, and the cost, quality and
availability of such commodities have been sigaifity affected in recent years by, among otherghichanges in global supply and demand,
changes in laws and regulations (including taaffisl
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duties), changes in exchange rates and worldwide fevels, natural disasters, labor disputesptism and political unrest or instability. The
factors could lead to further price increases gpyuinterruptions in the future. As discussed aham the short term, rapid changes in raw
material costs can be very difficult for us to effsvith price increases because, in the case of m&our contracts, we have committed to
selling prices for goods and services for periddsne year, and occasionally longer. Our profit gias could be adversely affected if
commodity, raw material and component costs rethiah or escalate further, and, we are unable te pkmg a portion of the higher costs to
our customers.

We are affected by the cost of energy, and increas@ energy prices could reduce our margins and pfis.

The profitability of our operations is sensitiveth@ cost of energy relative to our transportatiosts, the costs of petroleum-based materials
(like plastics), and the costs of operating our ofiacturing facilities. Petroleum prices have fluattd significantly in recent years. Prices and
availability of petroleum products are subject tditiral, economic and market factors that are galheoutside our control. Political events in
petroleum-producing regions as well as hurricamgsadher weather-related events may cause petrgieioes to increase. If such prices
increase, our transportation costs may be adveastygted in the form of increased operation ctmt®ur fleet and surcharges on freight paid
to third-party carriers. If our transportation @sbntinue to increase, and/or the price of pairolased products and cost of operating our
manufacturing facilities increase, these increased have a negative impact on our gross margidspaofitability.

Approximately 50% of our sales are priced through o@e contract, under which we are the exclusive supigr of classroom furniture.

A nationwide contract/price list, which allows scf@and school districts to purchase furniture aithbidding, accounts for the pricing of a
significant portion of our sales. This contractggrlist is sponsored by a nationwide purchasingmization that does not purchase products
from the Company. By providing a public bid spezafion and authorization service to publicly-fundegkncies, the organization's
contract/price list enables such agencies to maiteazed expenditures of taxpayer funds. Foralks under this contract/price list, Virco has
a direct selling relationship with the purchasehngther it is a school, a district, or another pelipffunded agency. In addition, Virco can ship
directly to the purchaser; perform installationvészs at the purchaser's location; and finally dilectly to, and collect from, the purchaser.
Although Virco sells direct to hundreds of indivalischools and school districts, and these sclasmlsschool districts can purchase our
products and services under several bids and as@sailable to them, approximately 49% of Vircases in 2013 and 49% of Virco's sale
2012 were priced under this nationwide contraatfplist. In the 3rd quarter of 2008, the Companyg aaarded a three-year contract with this
purchasing organization extending through 201&ddition, in 2008 the Company was awarded threeyeae extensions extending through
2014. If Virco were to lose its exclusive suppkgaitus under this contract/price list, and othenuf@cturers were allowed to sell under this
contract/price list, it could cause Virco's satasgrowth in sales, to decline.

We operate in a seasonal business, and require sifitant amounts of working capital through our exiding credit facility to fund
acquisitions of inventory, fund expenses for freighand installation, and finance receivables duringhe summer delivery season.
Restrictions imposed by the terms of our existingredit facility may limit our operating and financial flexibility. In addition, there can
be no assurance that the Company will meet the reipements of its financial covenants on an ongoingasis or that should it fail to meet
such covenants in the future, the agent and lendemder the Credit Agreement will agree to waivers oamendments with respect
thereto.

Our credit facility, among other things, largelyepents us from incurring any additional indebtednémits capital expenditures, restricts
dividends and stock repurchases, and providesfmsanal variations in the maximum borrowing amoimaiuding a reduced maximum level
of borrowing during the fourth fiscal quarter. Guedit facility also provides for periodic finant@venants, which currently include a
minimum EBITDA, a minimum tangible net worth andninimum fixed charge coverage ratio requirementa4ssult of the foregoing, our
operational and financial flexibility may be limitewhich may prevent us from engaging in transastitat might further our growth strategy
or otherwise be considered beneficial to us.

Under our credit facility, substantially all of oaccounts receivable are automatically and promgwgpt to repay amounts outstanding under
the credit facility upon our receipt. Due to thig@mnatic liquidating nature, if we breach any caugnviolate any representation or warranty o
suffer a deterioration in our ability to borrow puant to the borrowing base calculation containgtié credit facility, we may not have access
to cash liquidity unless provided by the lendetsrdiscretion. If the indebtedness under our ¢riedility were to be accelerated, we cannot be
certain that we will have sufficient funds avaikalbb pay such indebtedness or that we will havaHilgy to refinance the accelerated
indebtedness on terms favorable to us or at al}y. ssth acceleration could also result in a foragie®n all or substantially all of our assets,
which would have a negative impact on the valueuwwfcommon stock and jeopardize our ability to durg as a going concern. In addition,
certain of the covenants and representations andmtges set forth in our credit facility contaimited or no
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materiality thresholds, and many of the repres@ntatand warranties must be true and correct imaterial respects upon each borrowing,
which we expect to occur on an ongoing basis. Thanebe no assurance that we will be able to comvjilyall such covenants and be able to
continue to make such representations and warsaoti@n ongoing basis. Due to continued weak derfaaretiucation furniture, the Company
has been unable to satisfy its minimum tangiblea@th and minimum EBITDA covenants for numerousqus during 2012 and most
recently its minimum EBITDA covenant for the relevg@eriod ending January 31, 2014. On each occasieriender under the Company's
Credit Agreement has agreed to amend the Compemgl# facility and/or waive the violation. Accangly, on April 15, 2014, the Company
entered into Amendment No. 7 to the Credit Agreemghich waived the violation of the minimum EBITDikancial covenant and the
minimum fixed charge coverage ratio financial ccwgrat January 31, 2014. There can be no assutizaitcthe Company will meet the
requirements of its financial covenants on an angdiasis or that, should it again fail to meet stmbenants, the Agent and Lender under its
Credit Agreement will agree to waivers or amendmevith respect thereto.

We may not be able to renew our credit facility orfavorable terms, or at all, which would adversely #ect our results of operations.

We have historically relied on third-party bankditing to meet our seasonal cash flow requirem@rtsan annual basis, we prepare a foreca
of seasonal working capital requirements and usetmngs under our credit facility with PNC Bankfielp meet these seasonal cash flow an
working capital requirements. Disruptions in th&Ucredit markets have caused the interest rapgaspective debt financing to widen
considerably and have made financing terms fordvegrs less attractive, and in certain cases hadteel in the unavailability of certain types
of debt financing. Continued uncertainty in theditenarkets may negatively impact our ability toegr our credit facility upon its maturity in
2017 on favorable terms or at all. If we are unableenew our credit facility on favorable termsofuding available borrowing line and the r

of interest charged thereunder), or at all, oulitglid fund our operations would be impaired, whizould have a material adverse effect on
results of operations.

If management does not accurately forecast the Comapy's requirements for the peak summer season, th@ompany's results of
operations could be adversely affected.

The Company's business is highly seasonal andresgsignificant working capital in anticipationarid during the peak summer season. This
requires management to make estimates and judgmvéhtsespect to the Company's working capital renents during, and in anticipation
of, the peak summer season. Management expengsificgint amount of time in the first quarter othgyear developing a stocking plan and
estimating the number of temporary summer emplgyttesamount of raw materials, and the types offmments and products that will be
required during the peak season. If managementrimiesccurately forecast the Company's requiremérgsCompany's results of operations
could be adversely affected. For example, if mamage underestimates any of these requirementso'¥iability to meet customer orders in a
timely manner or to provide adequate customer semiay be diminished. If management overestimatg®fthese requirements, the
Company may be required to absorb higher storaperland related costs, each of which may neggtafééct the Company's results of
operations.

We may require additional capital in the future, which may not be available or may be available onlyrounfavorable terms.

Our capital requirements depend on many factoctydiing capital improvements, tooling and new picdievelopment. To the extent that our
existing capital is insufficient to meet these riegments and cover any losses, we may need toadditonal funds through financings or
curtail our growth and reduce our assets. Any gquitdebt financing, if available at all, may beterms that are not favorable to us. Equity
financings could result in dilution to our stocktlets, and the securities may have rights, prefeseand privileges that are senior to those of
our common stock. If our need for capital arisesalise of significant losses, the occurrence okthesses may make it more difficult for us to
raise the necessary capital.

An inability to protect our intellectual property c ould have a significant impact on our business.

We attempt to protect our intellectual propertyhtggthrough a combination of patent, trademarkydgpt and trade secret laws. Our ability to
compete effectively with our competitors dependsa significant extent, on our ability to maintdie proprietary nature of our intellectual
property. The degree of protection offered by taénts of the various patents, trademarks and semiarks may not be broad enough to
provide significant proprietary protection or cortifige advantages to us, and patents, trademargsreice marks may not be issued on our
pending or contemplated applications. In additiwot,all of our products are covered by patents. diso possible that our patents, trademarks
and service marks may be challenged, invalidataocelled, narrowed or circumvented. If we are umadlmaintain the proprietary nature of
our intellectual property with respect to our sfgrant current or proposed products, our competitoay be able to sell copies of our
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products, which could adversely affect our abitdysell our original products and could also reguttompetitive pricing pressures.

If third parties claim that we infringe upon their intellectual property rights, we may incur liability and costs and may have to redesign
or discontinue an infringing product.

We face the risk of claims that we have infringeidd parties' intellectual property rights. CompaEnoperating in the furniture industry
routinely seek protection of the intellectual pndpédor their product designs, and our principatngeetitors may have large intellectual property
portfolios. Our efforts to identify and avoid infging third parties' intellectual property righteymot be successful. Any claims of intellectual
property infringement, even those without meritlldo(i) be expensive and time-consuming to deféidgause us to cease making, licensing
or using products that incorporate the challengégllectual property; (iii) require us to redesigeengineer, or rebrand our products or
packaging, if feasible; or (iv) require us to ent#o royalty or licensing agreements in order Ibdain the right to use a third party's intellectual
property. Such claims could have a negative impadaiur sales and results of operations.

We could be required to incur substantial costs taomply with environmental requirements. Violationsof, and liabilities under,
environmental laws and regulations may increase ourosts or require us to change our business pracss.

Our past and present ownership and operation ofifaaturing plants are subject to extensive and gimgnfederal, state, and local
environmental laws and regulations, including thedating to discharges to air, water and land hidwedling and disposal of solid and
hazardous waste and the cleanup of propertiestaffdxy hazardous substances. As a result, we astvéd from time to time in administrative
and judicial proceedings and inquiries relatingmeironmental matters and could become subjedhés for penalties related thereto. We
cannot predict what environmental legislation gulations will be enacted in the future, how exigtor future laws or regulations will be
administered or interpreted or what environmentalditions may be found to exist. Compliance withrenstringent laws or regulations, or
stricter interpretation of existing laws, may raguadditional expenditures by us, some of which bmaynaterial. If new environmental laws
and regulations are introduced and enforced dooadisti but not implemented or enforced internatlbnave will operate at a competitive
disadvantage compared to competitors who souraduptgrimarily from international sources. In adufit in the past we have been identified
as a potentially responsible party pursuant taGbmprehensive Environmental Response Compensatibhiability Act (“CERCLA") for
remediation costs associated with waste dispotes previously used by us. In general, CERCLA oapaise liability for costs to investigate
and remediate contamination without regard to fauthe legality of disposal and, under certaiguinstances, liability may be joint and
several, resulting in one party being held resgmedor the entire obligation. Liability may alsaciude damages for harm to natural resources
We may also be subject to claims for personal ynarrcontribution relating to CERCLA sites. We neseamounts for such matters when
expenditures are probable and reasonably estimable.

In addition to environmental laws and regulatioffsaing our manufacturing activities, the Compasigubject to laws and regulations related
to consumer product regulation. The Company setidyxts that are subject to the Consumer ProddetySimprovement Act of 2008 and the
California Air Resources Board rule implementedlanuary 1, 2009, concerning formaldehyde emisgions composite wood products. The
Company has controls in place to insure that ibglpcts meet all consumer product regulations, asidraficant number of Virco products he
been certified according to the GREENGUARD® Envirantal Institute's stringent Children & Schoolsdrem.

The Patient Protection and Affordable Care Act mayincrease the cost of providing medical benefits temployees, which could have a
significant adverse impact on our results of operaons.

We currently provide medical, dental, vision, aifiel insurance benefits to substantially all fuikt employees. Recent legislation regarding
health care reform may cause the cost of providiedical insurance to our employees to increasemaienot be able to pass the cost of
increased medical costs to our customers, whicldaawuse our costs of sales to increase and oss gmofit to decline.

We may not be able to manage our business effectiyéf we are unable to retain our experienced managment team or recruit other key
personnel.

The success of our operations is highly dependamt our ability to attract and retain qualified dayges and upon the ability of our senior
management and other key employees to implemeriuginess strategy. We believe there are only iselimumber of qualified executives in
the industry in which we compete. The loss of taeises of key members of our management team aauldusly harm our efforts to
successfully implement our business strategy.

We are subject to potential labor disruptions, whit could have a significant impact on our business.
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None of our work force is represented by unions, while we believe that we have good relations with work force, we may experien
work stoppages or other labor problems in the &utAny prolonged work stoppage could have an adweifect on our reputation, our vendor
relations and our customers.

Our insurance coverage may not adequately insulates from expenses for product defects.

We maintain product liability and other insuranceerage that we believe to be generally in accarglavith industry practices. Our insurance
coverage may not be adequate to protect us fulijnagsubstantial claims and costs that may arise product defects, particularly if we have
a large number of defective products that we mesair, retrofit, replace or recall.

Volatility in the equity markets or interest rates could substantially increase our pension costs artfthve a negative impact on our
operating results.

We sponsor one qualified defined benefit pensiam,pihe Virco Employee Retirement Plan (the “Empkylan”), and two nonqualified
pension plans. The difference between plan obbgatand assets, or the funded status of the EngpRlgn, significantly affects net periodic
benefit costs of our Employee Plan and our onghinding requirements with respect to the Employle® PThe Employee Plan is funded w
trust assets invested in a diversified portfoli@lebt and equity securities and other investmeétsong other factors, changes in interest rates
investment returns and the market value of plastassn (i) affect the level of plan funding; Gguse volatility in the net periodic pension ¢
and (iii) increase our future contribution requikamts. Because the current economic environmegisacterized by declining investment
returns and interest rates, we may be requiredatceradditional cash contributions to the Employke® Bnd recognize further increases in our
net pension cost to satisfy our funding requiremeftsignificant decrease in investment returnthermarket value of plan assets or a
significant decrease in interest rates could irseaur net periodic pension costs and adversedgiadiur results of operations.

Holders of approximately 40% of the shares of ourteck have entered into an agreement restricting theale of the stock.

Certain shares of the Company's common stock reddiy the holders thereof as gifts from Julian Atoe, including shares received in
subsequent stock dividends, are subject to an egmiethat restricts the sale or transfer of thbsges. As a result of the share ownership and
representation on the board and in managemenpattiies to the agreement have significant influesrcaffairs and actions of the Company,
including matters requiring stockholder approvaltsas the election of directors and approval afifiicant corporate transactions. In addition,
these transfer restrictions and concentration afesship could have the effect of impeding an adgoisof the Company.

Our corporate documents and Delaware law contain mvisions that could discourage, delay or prevent ehange in control of our
company.

Provisions in our certificate of incorporation ama amended and restated bylaws may discouragey deprevent a merger or acquisition
involving us that our stockholders may consideofable. For example, our certificate of incorparatcurrently provides for a staggered boarc
of directors, whereby directors serve for threeryeans, with approximately one-third of the di@stcoming up for reelection each year.
Having a staggered board will make it more diffidor a third party to obtain control of our boafddirectors through a proxy contest, which
may be a necessary step in an acquisition of ussmat favored by our board of directors. Ourrdoaf directors intends to include a proposal
in our proxy statement for our 2014 Annual StockleolMeeting to eliminate our classified board dtnce. If this proposal is approved by our
stockholders, it would become easier for a potéatiguirer to replace our entire board of direciorene year. Our board of directors also
intends to include a proposal in our proxy statemf@nour 2014 Annual Stockholder Meeting to eliati® cumulative voting. If this proposal is
approved by our stockholders, it may in turn makadre difficult for a third party to obtain contraf our board even if our stockholders
approve the declassification of our board of dvext

We are also subject to the anti-takeover provisafrisection 203 of the Delaware General Corporatiaw. Under these provisions, if anyone
becomes an “interested stockholder,” we may natranto a “business combination” with that personthree years without special approval,
which could discourage a third party from makinglkeover offer and could delay or prevent a chaig®ntrol. For purposes of Section 203,
“interested stockholder” means, generally, somaeomaéing 15% or more of our outstanding voting stoclan affiliate of ours that owned 15%
or more of our outstanding voting stock during piast three years, subject to certain exceptionlessribed in Section 203. Additionally, the
board of directors entered into a Rights Agreempuatsuant to which certain preferred stock purchiages would become exercisable when a
person acquires or commences to acquire a berléfitdaest of at least 20% of our outstanding comrstmck.
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Our stock price has historically been volatile, andnvestors in our common stock could suffer a decle in value.

There has been significant volatility in the marggte and trading volume of equity securities, ebhinay be unrelated to the financial
performance of the companies issuing the securilies limited “float” of shares available for puede or sale of Virco stock can magnify this
volatility. These broad market fluctuations may atdeely affect the market price of our common stdskme specific factors that may have a
significant effect on our common stock market pifcgude:

. actual or anticipated fluctuations in our operatiegults or future prospec

. our announcements or our competit@ishouncements of new produ

. the publics reaction to our press releases, our other pahliouncements and our filings with the S

. strategic actions by us or our competitors, suchcgsiisitions or restructuring

. new laws or regulations or new interpretations»a$ting laws or regulations applicable to our bess

. changes in accounting standards, policies, guidantepretations or principle

. changes in our growth rates or our competitgrsivth rates

. our inability to raise additional capit

. conditions of the school furniture industry agault of changes in funding or general econorai@dions, including those
resulting from war, incidents of terrorism and m@sges to such events; and

. changes in stock market analyst recommendatiorarnings estimates regarding our common stdblkey @omparable

companies or the education furniture industry galher

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

Torrance, California

Virco leases a 560,000 sqg. ft. office, manufactdnd warehousing facility located on 23.5 acrdsud in Torrance, California. This facility
occupied under a five year lease expiring on Fefr2@, 2020. This facility also includes the comuterheadquarters, the West Coast
showroom, and all West Coast distribution operation

Conway, Arkansas

The Company owns 100 acres of land in Conway, As&ancontaining 1,200,000 sq. ft. of manufactunmayehousing, and office space. This
facility - which is equipped with high-density sagie systems, features 70 dock doors dedicatedtound freight, and has substantial yard
capacity to store and stage trailers - has enahie@ompany to consolidate the warehousing funaihimplement the Assemble-to-Ship
inventory stocking program. Management believesttiia facility supports Virco's ability to handlecreased sales during the peak delivery
season and enhances the efficiency with which erde filled.

In addition to the complex described above, the gamy operates two other facilities in Conway, Akas The first is a 375,000 sq. ft.
fabrication facility that was acquired in 1954, anghanded and modernized over subsequent yearCdmpany manufactures fabricated stee
components, chrome plates, and fabricates injectiolded plastic components at this facility. Thesmponents are transferred to other
facilities for assembly into finished goods. Thea®l is a 175,000 sq. ft. manufacturing facilitattts used to fabricate and store compressior
molded components. This building is leased unddi-gear lease expiring in March 2018.

Item 3. Legal Proceedings

Virco has various legal actions pending againatiging in the ordinary course of business, whitthe opinion of the Company, are not
material in that management either expects thaCtivapany will be successful on the merits of thedieg cases or that any liabilities result
from such cases will be substantially covered lsyiance. While it is impossible to estimate withiaiaty the ultimate legal and financial
liability with respect to these suits and claimsnmagement believes that
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the aggregate amount of such liabilities will netrbaterial to the results of operations, finangpi@dition, or cash flows of the Company.

Item 4. Mine Safety Disclosures

Not applicable
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PART Il
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities

The NASDAQ exchange is the principal market on Wwhitrco Mfg. Corporation (VIRC) stock is traded. AEMarch 26, 2014 , there were
approximately 217 registered stockholders accortirtpe Company's transfer agent records. There agproximately 874 beneficial
stockholders.

Dividend Policy

Historically it has been the board of directordigyoto periodically review the payment of cash atadck dividends in light of the Company's
earnings and liquidity. During the fourth quarté20607, the Company initiated a quarterly divideri&0.025 per share. Effective as of the
third quarter of 2011, the board of directors susigel the quarterly cash dividend program. In aoldjtpursuant to the terms of the Company's
current line of credit with PNC Bank, which wasened into on December 22, 2011, the Company isilpited from paying dividends.
Consequently, for at least as long as this coveisantluded in its credit agreement with PNC Bamix,dividends will be paid by the Company
to its stockholders.

Quarterly Dividend and Stock Market Information

Cash Dividends Declared Common Stock Range
2013 2012 2013 2012
High Low High Low
1st Quarter $ — % — $2.72 $1.96 $2.25 $1.56
2nd Quarter — — 2.53 1.95 1.96 1.45
3rd Quarter — — 2.49 1.98 3.84 1.48
4th Quarter — — 2.80 2.00 2.89 1.31

Stock Repurchases

The Company did not repurchase any shares ofitk sturing 2013. Pursuant to the Company's creglégement with PNC Bank, the Compi
is prohibited from repurchasing any shares oftislsexcept in cases where a repurchase is finamgadsubstantially concurrent issuance of
new shares of the Company's common stock.

Stock Performance Graph

The graph set forth below compares the five-yeandative total stockholder return of the Compamgsmon stock with the cumulative total
stockholder return of (i) an industry peer grougeir, and (ii) the NASDAQ Market Index. The grapkuases $100 was invested on
February 1, 2009, in the Company's common stoekNIRSDAQ Market Index and the companies in the geeup and assumes the
reinvestment of dividends, if any.

21




COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN
AMONG VIRCO MFG. CORPORATION, NASDAQ MARKET INDEX
AND MORNINGSTAR INDEX

Comparison of 5 Year Cumulative Total Return
Assumes Initial Investment of 5100
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Period Ending

Company/Market/Peer Group 1/31/2009 1/31/2010 1/31/2011 1/31/2012 1/31/2013 1/31/2014
Virco Mfg. Corporation $ 100.0( $ 174.0¢ % 156.28 $ 929/ $ 139.4( $ 136.7¢
NASDAQ Market Index $ 100.0¢ $ 146.9: % 186.6¢ $ 196.5¢ $ 2229, % 295.1:

Morningstar Business Equipment $ 100.0¢ $ 1441 $ 189.57 $ 169.7: $ 15717 $ 144.8:

The current composition of Morningstar Businessifopent Index is as follows: ACCO Brands Corp, Addiea Corporation, American
Locker Group, Inc., Avery Dennison Corp, AzkoyeA $SBanneker, Inc., BioAuthorize Holdings Incorptad and, Canon Marketing Japan
Inc., Canon, Inc., Comtrex Systems Corporation,foouExpress Inc, Datalogic Spa, Document Captuchii@ogies, Inc., Ennis, Inc.,
Ergobilt INC, Everlert, Inc., Global Payment Techlogies, Inc., Gunther International, Ltd., Hermaill&, Inc., HNI Corporation, Inscape
Corporation, Inventronics Limited, Kewaunee ScigntCorp., Knoll, Inc., Koala Corporation, Komorio@, Konica Minolta Inc, M.POS, Inc.,
Marmion Industries Corporation, Neopost, Okamurgp@mtion, Onyx Service & Solutions, Inc., OpenrP&ystems, Inc., Pitney Bowes Inc,
Reconditioned Systems, Inc., Ricoh, Ltd., RoboseBystems Corp, Standard Register Company, Steglbas, Takano Co Ltd, Teleconnect,
Inc., Trxade Group Inc, VeriFone Systems, Inc., ¥itndo Mfg. Corporation.

Iltem 6. Selected Financial Data

The following tables set forth selected historiwahsolidated financial data for the periods indidafThe following data should be read in
conjunction with Item 8, Financial Statements ang@ementary Data, and with Item 7, Management&ssion and Analysis of Financial
Condition and Results of Operations of this AnriReport on Form 10K.
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Five Year Summary of Selected Financial Data

As Adjusted
In thousands, except per share data 2013 2012 2011 2010 2009 (1)
Summary of Operations
Net sales $ 155,92( $ 158,85t $ 166,44. $ 180,99 $ 190,51:
Net (loss) income (1) $ (1,730 $ (3,830 $ (13,809 $ (17,599 $ (725)
Net (loss) income per share data (a) (1)
Basic $ (0.12) $ 0.27) $ 0.97) $ (1.25) % (0.05)
Assuming dilution (0.1 (0.29) (0.97) (1.25) (0.05)
Cash dividends declared per share $ — 3 — 3 0.0t $ 0.1C $ 0.1c

a) Net loss per share was calculated based on bamiessbutstanding due to the -dilutive effect on the inclusion of common stock
equivalent shares.

Other Financial Data

As Adjusted

In thousands, except per share data 2013 2012 2011 2010 2009 (1)

Total assets (1) $ 83,34« $ 82,16: $ 94,22F % 100,58 $ 122,43:
Working capital (1) $ 16,98: $ 12,52¢ $ 18,59¢ $ 29,49¢ % 38,38¢
Current ratio (1) 1.7/1 1.5/1 1.7/1 2.5/1 2.7/1
Total long-term obligations $ 33,08: $ 30,700 $ 36,11¢ $ 30,16¢ $ 30,23¢
Stockholders’ equity (1) $ 27,608 $ 27,02 $ 30,89¢ $ 50,40: $ 69,27(
Shares outstanding at year-end 14,71¢ 14,55( 14,35 14,20¢ 14,16
Stockholders’ equity per share (1) $ 1.8¢ $ 1.8¢ $ 218 % 358 % 4.8¢

(1) The historical financial data has been modifiedtfiar results of operation and ending balance $be@009 to reflect our 2010 change
accounting principle for our method of accountingdertain of our inventory.

Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Cautionary Statement Regarding Forward-Looking Stents

This Management's Discussion and Analysis of Firsgu@@ondition and Results of Operations includesimber of forward-looking statements
that reflect the Company's current views with respe future events and financial performance,udirig, but not limited to, availability of
funding for educational institutions, economic citioths, statements regarding plans and objectif@samagement for future operations,
including plans and objectives relating to produpt&ing, marketing, expansion, and manufactugracesses; new business strategies; the
Company's ability to continue to control costs anentory levels; availability and cost of raw nréés, especially steel and petroleum-based
products; the availability and cost of labor; ttegmtial impact of the Company's “Assemble-To-Shipdgram on earnings; market demand;
the Company's ability to position itself in the het; references to current and future investmeangsd utilization of infrastructure; statements
relating to management's beliefs that cash flomnfomrrent operations, existing cash reserves, aaitbhle lines of credit will be sufficient to
support the Company's working capital requireménmfsind existing operations; references to expextatof future revenues; pricing; and
seasonality.

Such statements involve known and unknown riskeerainties, assumptions and other factors, manyhigh are outside of the Company's
control and difficult to forecast, that may caustial results to differ materially from those whiate anticipated. Such factors include, but are
not limited to, changes in, or the Company's apitit predict, general economic conditions, the ratrkor school and office furniture generally
and specifically in areas and with customers witticly the Company conducts its principal businessities, the rate of approval of school
bonds for the construction of new schools, therexte which existing schools order replacementiture, customer confidence, competition
and other factors included in the “Risk Factor<tem of this report.

23




Table of Contents

” [T

In this report, words such as “anticipates,” “bedis,” “expects,” “will continue,” “future,” “intend,” “plans,” “estimates,” “projects,”
“potential,” “budgets,” “may,” “could” and similagxpressions identify forward-looking statementsadRes are cautioned not to place undue
reliance on forward-looking statements, which spaslly as of the date hereof.

” o ” ” w

Executive Overview

Management's strategy is to position Virco as trerall value supplier of educational furniture agiipment. The markets that Virco serves
include the education market (the Company's primaayket), which is made up of public and privatecsds (preschool through 12th grade),
junior and community colleges, fc-year colleges and universities; and trade, teethaicd vocational schools. Virco also serves cotiwen
centers and arenas; the hospitality industry, vatipect to their banquet and meeting facilitiesegoment facilities at the federal, state, county
and municipal levels; and places of worship. Initald, the Company sells to wholesalers, distribsitoetailers and catalog retailers that serve
these same markets. These institutions are frelyughrdracterized by extreme seasonality and/odéhbsed purchasing function. The
Company's business model, which is designed toastiips strategy, includes the development of s\v@mpetencies to enable superior
service to the markets in which Virco competes.important element of Virco's business model isGoenpany's emphasis on developing and
maintaining key manufacturing, warehousing, disttidin, installation, project management, and sereapabilities. The Company has
developed a comprehensive product offering forftineiture, fixtures and equipment needs of the Ketiication market, enabling a school to
procure all of its furniture, fixtures and equipréi-F&E") requirements from one source.

Virco's product offering consists primarily of itsrmanufactured by Virco, complemented with prodsotsrced from other furniture
manufacturers. Our product offerings are contiyuatihanced with an ongoing new product developmpergram that incorporates internally
developed products as well as product lines deeeloyith accomplished designers. Finally, managememtinues to hone Virco's ability to
forecast, finance, manufacture, warehouse, delaret,install furniture within the relatively narrayelivery window associated with the highly
seasonal demand for education sales. In 2013 ati?2i 2pproximately 50% of the Company's total salere delivered in June, July, and
August with an even higher portion of educatiorsdés delivered in that period. Shipments during dmld August can be as great as six times
the level of shipments in the winter months. Viscatibstantial warehouse space allows the Companyiltband ship adequate inventories to
service this narrow delivery window for the educatmarket.

The market and operating environment for schoatifure, fixtures, and equipment has been challendirring the last decade and is likely to
continue to be so for at least the near futureo8lshsuffered significant budgetary pressures f20®1 to 2005 following the “dot com” bust,
and more recently in 2008 through 2013 as a res$tite recession and severe budget deficits induyestate and local governments. The y
2008 through 2013 were particularly challengingtfee Company and the educational furniture industiyeneral and conditions are likely to
remain challenging for the near term. These budget@ssures directly impacted the demand for the@any's products, as the demand for
educational furniture largely depends upon: (1)lalée funding in a school's general operating fand (2) the completion of bond-funded
projects, which is directly impacted by the amoafibond financing issued to fund new school cortsion, to renovate older schools, and to
fully equip new and renovated schools.

In response to the 2008 recession, passage of oesvibsuances declined, and bond funded projecpletions have trended down each year.
Completions of new schools, additions and renonatare not anticipated to improve in 2014. Schpelrating budgets experienced significan
strain during the same period. Approximately 80-85% school's operating budget is for the salaaiasbenefits for school teachers and
administrators. Increasing costs for medical insoeacombined with pressures from unfunded perdidigations reduces funds available for
other purposes. In response to these budgetargysessschools typically elect to retain teachedssgend less on repairs, maintenance, and
replacement furniture, which in turn reduces theaed for, and sales of, the Company's products.

In addition, the furniture industry in general,linding the market for school furniture, has begm#icantly impacted by low cost competition
from China. In 2004, 2005, and 2008 commodity ifte some of the Company's primary raw matergzsticularly steel and plastic, were
extremely volatile. During 2011, the Company inedre cost increase of approximately 30% in the absteel during the second quarter, and
nearly a 30% increase in the cost of certain mlasiver the second and third quarters. Due to temsatility in the commodities' markets,
similar volatility for the Company's raw materigddikely to continue for the near term. Becauseajority of the Company's sales are
generated under annual contracts in which the Cagnpas limited ability to raise the price of it®gducts during the term of the contract, if the
costs of the Company's raw materials increase siylde unexpectedly, the Company cannot be cettahit will be able to implement
corresponding increases in its sales prices inrdedeffset such increased costs. Significant custeases in providing products during a given
contract period can adversely impact operatingli®and have done so during prior years. The Compgpically benefits from any decreases
in raw material costs under the contracts descrétiede.
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During a period of robust education spending dutiteg1990's, the Company expanded and moderngadkibufacturing and distribution
facilities at the Torrance, CA and Conway, AR lamas. During the last decade, the Company has wiockeatinuously to significantly reduce
its cost structure while concurrently expandingpitsduct offering, expanding manufacturing procegsabilities and more fully automating its
facilities. For example, headcount of permanentleyges as of January 31, 2014, was approximatdlycdthpared to a peak of nearly 2,95
August 2000. Factory overhead in 2013 declined byenthan 55% compared to 2000. The Company accshaglithis without closing a
factory and while continuing to add new productprocesses, including flat metal forming, and ottegrabilities to support an ambitious
product development program.

During 2011, in an effort to bring the Company'stcsiructure in line with decreased revenues, tragany offered early retirement and
voluntary separation packages to its employeeskarsas and California. Combined with normal atimit the Company reduced its workforce
by approximately 205 persons (20%). During 2018 wrkforce declined by an additional 65 full tipesitions primarily due to attrition. In
2013, a reduction in force combined with attritreeluced the workforce by an additional 60 persdhese savings will be offset somewhat by
the cost of temporary direct labor employees hicegheet production requirements during 2014. Then@any plans to maintain stringent
limits on full time staffing, supplemented with tporary labor as necessary in order to produce,voaige, deliver, and install furniture during
the coming summer. Because the Company has natcchysy manufacturing or distribution facilitiesttlaae utilized in operations, any incre

in demand for our products can be met without &uyired investment in physical infrastructure.

While the Company anticipates challenging econasuinditions to continue to impact its core custotrase in the near term, there are certain
underlying demographics, customer responses, aargels in the competitive landscape that provid@dppities. First, the underlying
demographics of the student population are stadigpared to the volatility of school budgets, aralilated level of furniture and equipment
purchases. This volatility is attributable to tiahcial health of the school systems. Virco managg believes that there is a pent-up deman
for quality school furniture (though it is uncleahen and to what extent that pent-up demand wittdreverted into a meaningful increase in
purchases). Second, management believes that pamht/oters will demand that we educate our anildmnd make this an ongoing priority
future government spending. Third, many schoolehagponded to the budget strains by reducing sh@iport infrastructure. School districts
historically have operated central warehouses aofégsional purchasing departments in a centrahbas office. In order to retain teaching
staff, many school districts have shut down theelvauses and reduced their purchasing departmetijamitorial staffs. This change provides
opportunities to provide services to schools, agproject management for new or renovated schaelisery to individual school sites rather
than truckload deliveries to central warehoused,iastallation of furniture in classrooms. Moreouiis change offers opportunities for Virco
to promote its complete product assortment whitdwel one-stop shopping as opposed to sourcingtiumneeds from a variety of suppliers.
Fourth, many suppliers have shut down or dramdyicairtailed their domestic manufacturing capaieiit making it difficult for competitors to
provide custom colors or finishes during a tighaszmal summer delivery window when they are religon a supply chain extending to Ch
Unlike its primary competitors, Virco has maintairend invested in automation at its domestic mantufang facilities, recently adding flat
metal forming processes to its manufacturing cdjpiaisiand bringing production into its factorieitems formerly sourced from other
suppliers. Virco's domestic factories are a stiategsource for providing its customers with timeblivery of a broad selection of colors,
finishes, laminates, and product styles.

During 2014 the Company anticipates continued uaigy and volatility in commodity costs, partictliawith respect to certain raw materials,
transportation, and energy. The Company does rigiate that this volatility will be as dramatis axperienced in 2011, but it has no
assurances that commodity prices will not reackxaeed the levels in 2011. The Company may befnefit industry disruption in 2014. In
2012, a smaller domestic manufacturing competitpridated, and in 2013 a significant reseller dfaa furniture entered Chapter 11
reorganization-from which it emerged in mid-2013niW& such events are illustrative of the challeggionditions in the Company's industry,
the Company is hopeful that this disruption presamt opportunity for Virco to expand its customasda

Critical Accounting Policies and Estimates

This discussion and analysis of Virco's financ@hdition and results of operations is based uperCthmpany's financial statements which
have been prepared in accordance with U.S. geperadepted accounting principles. The preparatfdhese financial statements requires
Virco management to make estimates and judgmeatsffect the Company's reported assets, liaksl|itievenues and expenses, and related
disclosure of contingent assets and liabilities.a@ron-going basis, management evaluates suchagstinincluding those related to revenue
recognition, allowance for doubtful accounts, véluaof inventory and related obsolescence resesatinsured retention for products and
general liability insurance, self-insured retentfionworkers' compensation insurance, provisionWarranty, liabilities under defined benefit
and other compensation programs, and estimatdsddtadeferred tax assets and liabilities. Managerbases its estimates on

historical experience and on various other assumgtihat are believed to be reasonable under tthenastances. This forms the basis of
judgments about the carrying value of assets afidlities that are not readily apparent from otbaurces. Actual results may differ from thi
estimates under different assumptions or conditibastors that could cause or contribute to thé&ereinces include the factors discussed
above under Item 1, Business, and elsewhere irtimsial Report on Form 10-K. Virco's critical acoting policies are as follows:

Revenue Recognition: The Company recognizes revieraecordance with Financial Accounting Stand&dard (“FASB”) Accounting
Standards Codification (“ASC”) Topic 605, “ReverRecognition.” Revenue is recognized when title pasmder its various shipping terms,
when installation services are complete, and windieatability is reasonably assured. The Compappts sales net of sales returns and
allowances and sales taxes imposed by various gawat authorities, where applicable. In most ins¢anthe Company sells furniture on bids
and contracts, which may include multiple elemeRts.sales that include freight to the customemyrgales are delivered on the same day



shipped, with an average delivery being in routelfto 3 days. Installation, which involves cariyitne furniture to the classroom and setting
the desks and chairs in place, typically occurgdtinethe furniture is delivered.

In accordance with ASC 605-25 (“ASC 605-25"), “Raue Recognition - Multiple-Element ArrangementgVenue arrangements with
multiple deliverables are generally accounted fothe Company on a combined unit of accountinguascastomers control our ability to
deliver and install the furniture, and as a rethétfurniture delivery and installation are genlgrprovided at the same time. We recognize the
consideration for the combined unit of accountingethe final item has been delivered and installed

Allowances for Doubtful Accounts: Considerable jodmt is required when assessing the ultimate egadiz of receivables, including
assessing the probability of collection, currerdremmic trends, historical bad debts and the cueaditworthiness of each customer. The
Company maintains allowances for doubtful accothms may result from the inability of our customersnake required payments. Over the
past five years, the Company's allowance for dalibifcounts has ranged from approximately 0.7%Q@8&030f accounts receivable at yesand.
The allowance is evaluated using historic expegarambined with a detailed review of past-due antourhe Company does not typically
obtain collateral to secure credit risk. The priynaason that Virco's allowance for doubtful acdsuepresents such a small percentage of
accounts receivable is that a large portion ofaitmunts receivable is attributable to low-creidik-governmental entities, who often purchase
the furniture with funds provided from bond issuasicgiving Virco's receivables a historically higgree of collectability. Although many
states are experiencing budgetary difficulties itot anticipated that Virco's credit risk will bgnificantly impacted by these events. Over the
next year, no significant change is expected inGbmpany's sales to government entities as a pageof total revenues.

Inventory Valuation: Inventory is valued at the Evof cost or market (determined on a first-instfut basis) and includes material, labor,
factory overhead. The Company maintains allowafmesstimated slow moving and obsolete inventorgeftect the difference between the
cost of inventory and the estimated market valuwances for slow moving and obsolete inventory @etermined through a physical
inspection of the product in connection with a pbgkinventory, a review of slow-moving productdaconsideration of active marketing
programs. The market for education furniture iglitranally driven by value, not style, and the Camp has not typically incurred significant
obsolescence expenses. If market conditions asddesrable than those anticipated by managemediti@nal allowances may be required.
Due to reductions in sales volume in the past ye¢hesCompany's manufacturing facilities are opegaat reduced levels of capacity. The
Company records the cost of excess capacity as@mxpense, not as a component of capitalizeentory valuation.

Self-Insured Retention: For 2011, 2012, and 20&€3dbmpany was self-insured for product liabilitgdes ranging up to $250,000 per
occurrence, for workers' compensation losses $2%5®,000 per occurrence, and for auto liabilityta$50,000 per occurrence. The Company
obtains annual actuarial valuations for the sedtined retentions. Product liability, workers' comgeagion, and auto reserves for known and
unknown incurred but not reported (“IBNR”) losses eecorded at the net present value of the estilrlasses using a risk-free discount rate
ranging from 0.5%-4.5% for 2013, 2012, and 201 Ve@Bithe relatively short term over which the IBNIRdes are discounted, the sensitivity tc
the discount rate is not significant. Estimatedkeos' compensation losses were funded during theamce year and subject to retroactive los
adjustments. The Company's exposure to self-inq@tedtions varies depending upon the market ciemdiin the insurance industry and the
availability of cost-effective insurance covera§elf-insured retentions for 2014 will be comparéablé¢he retention levels for 2013.

Warranty Reserve: The Company provides a warrageynat all substantial defects in material and waakship. The Company's warranty is
not a guarantee of service life, which depends wg@mts outside the Company's control and mayfiereint from the warranty period. The
standard warranty offered on products sold throlagtuary 31, 2005, is five years. Effective Febrdar®005, the standard warranty was
increased to 10 years on products sold from Feprlig2005 through January 31, 2014. Effective Fatyrd, 2014 the Company modified its
warranty to a limited lifetime warranty. The new
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warranty effective February 1, 2014 is not antitépato have a significant effect on warranty expefifie Company's warranties generally
provide that customers can return a defective prbduring the specified warranty period followingrphase in exchange for a replacement
product or that the Company can repair the prodtinb charge to the customer. The Company detesmvhether replacement or repair is
appropriate in each circumstance. The Companyhistwic data to estimate appropriate levels oframty reserves. Because product mix,
production methods, and raw material sources chamgetime, historic data may not always providecse estimates for future warranty
expense.

Defined Benefit Obligations: The Company has thitened benefit plans, the Virco Employees Retineni®an (the “Employee Plan”), the
Virco Important Performers Plan (the “VIP Plan")datine Non-Employee Directors Retirement Plan (bie’ctors Plan”), which provide
retirement benefits to employees and outside direcVirco discounted the pension obligations fa various plans using the following rates:

2013 2012 2011
Employee Plan 4.25% 4.0(% 4.5(%
VIP Plan 4.7% 4.25% 4.50%
Directors Plan 4.25% 4.0(% 4.5(%

Because the Company froze new benefit accrualalifthree plans effective December 31, 2003, tlseimed rate of increase in compensation
has no effect on the accounting for the plans. Cbmpany estimated a 6.5% return on plan assetkddEmployee Plan for all three years. "
VIP Plan and Directors Plan are unfunded and havalan assets. These rate assumptions can vatp db@nges in interest rates, the
employment market, and expected returns in thekstarket. In prior years, the discount rate andathticipated rate of return on plan assets
have decreased by several percentage points, ggusitsion expense and pension obligations to iserda 2008, the Company incurred
significant losses on investments held in trusutal the Employee Plan. These investment lossésatise future pension costs to increase,
and will require future cash contributions to adstely fund the Employee Plan.

In the third quarter of 2011 the Company offerecarly retirement program to employees who volulytégrminated their employment with
the Company. The incentive offered was a cash thaeand did not include additional retirement féaebut was heavily directed toward
employees with significant years of service. Appmoately 150 employees accepted this offer. Dué¢ovblume of lump sum payments
processed during the third and fourth quartersddfl2 the Company incurred a pension settlementfeogiie Employee Plan. In the fourth
quarter of 2012, as a result of cumulative retinenfeenefits paid during the year, the Company iremian additional pension settlement cost
for the Employee Plan. In May of 2013, the Compimmglemented a reduction in force. In the third ématth quarters of 2013, as a result of
cumulative retirement benefits paid during the yda Company incurred additional pension settlémests for the Employee Plan.

Although the Company does not anticipate any chamgfgese rates in the coming year, any moderaagd should not have a significant
effect on the Company's financial position, resaftsperations or cash flows. The Company obtammual actuarial valuations for all three
plans.

Deferred Tax Assets and Liabilities: The Comparopgnizes deferred income taxes under the assdiadniity method of accounting for
income taxes in accordance with the provisionsABB ASC Topic 740 “Income Taxes.” Deferred incorares are recognized for differences
between the financial statement and tax basiss#tasnd liabilities at enacted statutory tax ratesfect for the years in which the differences
are expected to reverse. The effect on deferrezbtaka change in tax rates is recognized in incorntiee period that includes the enactment
date. In assessing the realizability of deferredatssets, the Company considers whether it is filaly than not that some portion or all of the
deferred tax assets will not be realized. The @tenealization of deferred tax assets is depengmnt the generation of future taxable income
or reversal of deferred tax liabilities during fheriods in which those temporary differences becdetuctible. The Company considers the
scheduled reversal of deferred tax liabilities je@cted future taxable income, and tax planningegiias in making this assessment. The
Company incurred a substantial operating lossHeryears ended January 31, 2013, 2012, and 20tihgxhe fourth quarter of the year enc
January 31, 2011, based on this consideratiorCtimepany determined the realization of a majorityhef net deferred tax assets no longer me
the more likely than not criteria and a valuatidiovmance was recorded against the majority of thiedeferred tax assets. Valuation allowance
totaled $24,210,000 and $24,601,000 at Januar®¥ and 2013, respectively. At January 31, 20iglGompany has net operating loss
carryforwards for federal and state income tax ps@s, expiring at various dates through 2033. lédet operating losses that can potentially
be carried forward totaled approximately $24,546,80January 31, 2014. State net operating lobs¢€an potentially be carried forward
totaled approximately $51,082,000 at January 31420
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Results of Operations (2013 vs. 2012)
Financial Results and Cash Flow

The Company incurred a pre-tax loss of $2,733,000ai sales of $155,920,000 for the fiscal yeaedntanuary 31, 2014, compared to fare-
loss of $4,039,000 on net sales of $158,856,0@driscal year ended January 31, 2013. Net losstmre was $0.12 for the fiscal year endec
January 31, 2014, compared to net loss per sh&@.27 in the prior year. Cash flow used in operatiwas $243,000 for the fiscal year endec
January 31, 2014, compared to cash flow provideddgyations of $7,260,000 in the prior year.

Sales

Virco's sales decreased by 1.8% in 2013 to $1550820compared to $158,856,000 in 2012. The deciieasdes was caused by continued
unfavorable economic conditions that had an advierpact on budgets for school spending and by aatémh in completions of bond-funded
projects.

Volume declined by approximately $6 million, palfiaffset by increases in price. Sales of Virasésw products, including Zuma®, Civitas™
and Sage™ increased by nearly $1.3 million in 2€dr8pared to 2012, but were offset by reductionddier product lines. Sales for project
orders declined by approximately $0.5 million inl3Gcompared to project orders in 2012 as a re$uétduced construction completions of
bondfunded projects. Orders rates were more volatiteraore intensely seasonal in the current yearith@nior years, with a shift to a grea
percentage of orders received in the summer mo@ttiers in 2013 decreased 24% in the first quariereased 6% in the seasonally high
second quarter, increased by 2% in the third quaatel decreased by 15% in the fourth quarteraghease as compared to the comparable
period in 2012. Reduced fourth quarter orders duouited to a $3.8 million decrease in backlog auday 31, 2014 compared to January 31,
2013.

For 2014 the Company anticipates that the persistaatgetary challenges for state and local govenmsneombined with an anticipated
reduction in completions of bond-funded projecty mause the amount of school furniture sold todrmamarable to or perhaps less than 2013.
As we have throughout this recession, the Compantirues to focus on strategies to develop anagtihen its brand with an aggressive
product development campaign. We will continuege aur domestic factories to provide greater fldigfor custom specifications such as
laminates, colors, and on-time delivery. As diseddselow, the Company significantly reduced itskimtce through an early retirement
program in 2011. In 2012, the Company's workforeelided by an additional 65 full time staff, priritathrough attrition. In 2013, the
Company's workforce was further reduced by an amtdit 60 full time staff through a reduction in éerand attrition. This significant reducti

in force largely spared our direct sales force. Tohenpany will continue to emphasize the value,gleaind color selections of its products, the
value of its distribution, delivery, installatioand project management capabilities, and the \@itienely deliveries during the peak seasonal
delivery period. In order to increase or mainta@rket share during 2014, when market conditionsamrthe Company will compete basec
direct prices and may reduce its prices to builthantain its market share.

Cost of Sales

Cost of sales was 65.7% of sales in 2013 and 66fa8ales in 2012. This decrease was due to andseri@ selling prices and reduced factory
spending . The Company benefited from stable nateoists during 2013.

As a percentage of sales, raw material costs wefé wer than in 2012. The Company increasedmggfirices at the beginning of the year in
effort to improve gross margins. The cost of raviarials was stable during the year, resulting m naaterial costs declining as a percentag
sales. Direct labor costs as a percentage of s@esunchanged in 2013 compared to 2012. The ingfactreasing selling prices was offset
by a slight deterioration in efficiency due to thereased seasonal peak of both orders and sa?8d Bxcompared to 2012. Manufacturing
overhead as a percentage of sales decreased byrlZ¥%3 from 2012. This decrease was primarilsitattable to a small decrease in factory
spending combined with a very slight (<1%) increiasgroduction hours and the related impact ondigctitilization.

The Company is beginning 2014 with approximately6$8illion more inventory than in 2013, but $0.1llion less inventory than in 2012,
$7.6 million less than in 2011, and $16.0 milliess than 2010. Due to the controlled levels oftwey at January 31, 2014, production levels
and related factory overhead absorption, which dagyending upon selling volumes, are anticipate2Ditvt to be equal to or higher than 2013
levels. As discussed above, the Company signifigaetiuced its workforce during 2011, 2012 and 2018 Company intends to build
inventory earlier in the year, and hire temporaorkers as necessary during 2014 to meet any sdgsodalction, warehousing or distribution
requirements that cannot be filled by the remaitfiiigtime workforce.

During 2014 the Company anticipates continued uaigy and volatility in commodity costs, partictliawith respect to certain raw materials,
transportation, and energy. The Company does rimifzate that this volatility will be as dramatit i
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2014 as experienced in 2011, but that it could beemmolatile than in 2012. For more informatioregde see the section below entitled
“Inflation and Future Change in Prices.”

Selling, General and Administrative and Other Expeses

Selling, general and administrative and other egpsifior the fiscal year ended January 31, 201/ ased by approximately $0.8 million
compared to the prior year, and were 35.2% of ssdeompared to 34.0% in the prior year.

The primary reason for this increase was $1.4 onilbf restructuring costs in 2013 related to a cédun in force as compared to $0.8 million in
2012. No comparable expense was incurred in 20&Ratse the majority of the employees acceptingffiee were long-term employees with
vested pension benefits, the Company incurred n&arD million of pension settlement costs during third and fourth quarters on 2013. The
reduction in employees was evenly distributed betwdirect labor and other overhead, sales supgitG&A positions.

Warehousing, freight and installation costs weagifi dollars and increased by 0.2% as a percemtagges. Selling costs declined due to a
reduction in volume and decreased by 0.1% as a@&p&ge of sales. G&A spending decreased slightlyifzreased slightly as a percentage of
sales due to an increase in litigation expenses.ddmpany expended funds in 2013 to protect patentertain products. There was no
comparable expense in the prior year.

Interest expense was $254,000 less in 2013 compa2@il2 as a result of decreased costs relatad &sset based loan, and decreased
accretion expense for certain liabilities.

Provision for Income Taxes

The Company recognizes deferred income taxes uhdersset and liability method of accounting faime taxes in accordance with the
provisions of ASC Topic 740, “Income Taxes.” Deégtiincome taxes are recognized for differences dwtvthe financial statement and tax
basis of assets and liabilities at enacted statdiéorrates in effect for the years in which thiedlences are expected to reverse. The effect on
deferred taxes of a change in tax rates is recegnizincome in the period that includes the enaatrdate. In assessing the realizability of
deferred tax assets, the Company considers whi¢tisenore likely than not that some portion ordlthe deferred tax assets will not be
realized. The ultimate realization of deferred aagets is dependent upon the generation of fuaMedlke income or reversal of deferred tax
liabilities during the periods in which those temgry differences become deductible. The Compansgidens the scheduled reversal of defe
tax liabilities, projected future taxable incomedaax planning strategies in making this assessmen

During 2013, 2012, 2011 and 2010 the Company iecuoperating losses. The Company has incurred alatine operating loss for the last
four years. While the Company has taken significaeasures to return to profitability, the shortrievutiook for the school furniture market is
challenging. Based on these considerations, adpdl, 2014 and January 31, 2013, the Companyrdigted the realization of a majority of
the net deferred tax assets no longer met the hkefg than not criteria, and a valuation allowarneas recorded against the majority of the ne
deferred tax assets. The Company has determined ihanore likely than not that some portion bétstate net operating loss and credit
carryforwards will be realized and has not providedhluation allowance on a portion of the stateoperating loss and credit carryforwards.
At January 31, 2014, the Company had net oper&isses carried forward for federal and state inctargurposes, expiring at various dates
through 2033 if not utilized. Federal net operalimgses that can potentially be carried forwardlést approximately $24,546,000 at

January 31, 2014. State net operating losses déngbatentially be carried forward totaled approxeha$51,082,000 at January 31, 2014.

The primary component of the income tax benefittfigr current year related to the gain related t@CA@ot operating loss. Because the
Company has recorded a valuation allowance fonthprity of deferred tax assets, the effectivertsr for 2014 may be low, with income tax
being primarily income and franchise taxes as regliby various states.

Results of Operations (2012 vs. 2011)
Financial Results and Cash Flow

The Company incurred a pre-tax loss of $4,039,000ai sales of $158,856,000 for the fiscal yeaedntanuary 31, 2013, compared to fare-
loss of $13,748,000 on net sales of $166,441,0@0arfiscal year ended January 31, 2012. Net lessipare was $0.27 for the fiscal year ei
January 31, 2013, compared to net loss per sh&@.87 in the prior year. Cash flow provided by rgpens was $7,260,000 for the fiscal year
ended January 31, 2013, compared to cash flowlsegerations of $784,000 in the prior year. As enfoilly discussed below, during 2011
the Company offered a voluntary retirement progtamall employees. It was estimated that the anexjpénse reduction from this program
could be approximately $9 to $10 million, offsetthg cost of temporary employees hired during threreer months. The Company's spendin
on salaries,
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wages and other employee benefit costs for fukktemployees for 2012 was nearly $8 million less P@11. In addition a variety of other
employee related expenses such as travel dechiflediing the Company to reduce its operating logs$®.7 million on a reduction in sales
volume.

Sales

Virco's sales decreased by 4.5% in 2012 to $158)8B6compared to $166,441,000 in 2011. The decieasdes was caused by continued
unfavorable economic conditions that had an advierpact on budgets for school spending and by aatémh in completions of bond-funded
projects.

Volume declined by approximately $16 million, off&y increases in price. Sales of Virco's new potsiuncluding Parameter®ivitas™ anc
Text® increased by nearly $1.5 million in 2012 camregl to 2011, but were offset by reductions in ofifeduct lines. Sales for project orders
declined by more than $6 million in fiscal 2012 quared to project orders in fiscal 2011 as a resfultduced construction completions of
bondfunded projects. The reduction in order rates aecuprimarily in the third quarter, with the redoctin shipments occurring in the fou
quarter of 2012. Order rates for the fourth quartereased slightly compared to the comparableoden 2011, resulting in a $2.9 million
increase in backlog at January 31, 2013 comparédrtoary 31, 2012.

Cost of Sales

Cost of sales was 67.6% of sales in 2012 and 7bflSales in 2011. This decrease was due to anasena selling prices and reduced factory
spending partially offset by a reduction in factatilization. The Company benefited from stable enial costs during 2012.

As a percentage of sales, raw material costs wefé lbwer in 2012 than in 2011. The Company inardaselling prices at the beginning of
2012 in effort to improve gross margins. The cdsta materials was stable during 2012, resultingaw material costs declining as a
percentage of sales. Direct labor costs as a prgeif sales were unchanged in 2012 compareditb. Zhe impact of increasing selling
prices was offset by a slight deterioration in@éncy due to the increased utilization of tempptabor in 2012 compared to 2011.
Manufacturing overhead as a percentage of salesatd by 2.3% in 2012 from 2011. This decreasepviamrily attributable to a decrease
factory spending offset in part by a reduction prcttbn hours and the related impact on factoryaatilon. Production hours, which decreased
by nearly 8% compared to the prior year, were redun response to a reduction in sales combined aviteffort to reduce inventory at year
end.

Selling, General and Administrative and Other Expees

Selling, general and administrative and other egpsifior the fiscal year ended January 31, 2013edsed by approximately $6.7 million
compared to the prior year, and were 34.1% of ssdeompared to 36.4% in the prior year. The pymeason for this decrease was the $4.6
million reduction of severance costs in 2012 coragdo 2011. In 2011, the Company offered an eatiyament program to all employees.
Approximately 150 employees, or 15% of the Compamgrkforce, accepted the offer. When combined wihmal attrition of employees tt
were not replaced, at January 31, 2012, the Comgpatuced the number of full-time employees by apipnately 205, or 20% of the
workforce at January 31, 2011. In 2012 attritiod anrmal retirements allowed the Company to redw@alcount by an additional 65 persons.
The early retirement program was a cash paymesinaoyees that was based upon years of serviceo disbursed nearly $2.6 million to
severed employees under this program in 2011. Bectne majority of the employees accepting ther offere long-term employees with
vested pension benefits, the Company incurred n&a&rD million of pension settlement costs during third and fourth quarters in 2011 and
an additional $760,000 of pension settlement dasttse fourth quarter of 2012. The reduction in éagpes was evenly distributed between
direct labor and other overhead, sales supportG# positions.

Warehousing, freight and installation costs de@eéas dollars and by 0.5% as a percentage of sa@kng costs declined due to a reduction it
volume but increased by less than 0.1% as a pagemf sales. G&A spending decreased slightlyjrimreased slightly as a percentage of
sales due to an increase in retirement plan expense

Interest expense was $434,000 more in 2012 compar2@ll as a result of increased levels of bomgwincreased costs related to an asset
based loan, and increased accretion expense faircéabilities.

Provision for Income Taxes

During 2012, 2011 and 2010 the Company incurrenifsignt operating losses. The Company has incuaredmulative operating loss for the
last three years. While the Company has takenfgigni measures to return to profitability, the gkiterm outlook for the school furniture
market is challenging. Based on these considestetnJanuary 31, 2013 and January 31,
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2012, the Company determined the realization ohgority of the net deferred tax assets no longertheemore likely than not criteria, and a
valuation allowance was recorded against the nigjofithe net deferred tax assets. The Companylégsmined that it is more likely than not
that some portion of the state net operating losiscaedit carryforwards will be realized and hasprovided a valuation allowance on a por
of the state net operating loss and credit carwdods. At January 31, 2013, the Company had nettipg losses carried forward for federal
and state income tax purposes, expiring at vaidlatiss through 2033 if not utilized. Federal netrafieg losses that can potentially be carried
forward totaled approximately $23,563,000 at JanB4r 2013. State net operating losses that canpatly be carried forward totaled
approximately $49,635,000 at January 31, 2013.

Because the Company has recorded a valuation allmevar the majority of deferred tax assets, tlfiecti’e tax rate for 2013 may be low, w
income tax being primarily income and franchiseetaas required by various states.

Inflation and Future Change in Prices

We commit to annual contracts that determine sglinices for goods and services for periods ofyaar, and occasionally longer. Though the
Company has negotiated flexibility under many @fsta contracts that may allow the Company to inerpases on future orders, the Company
does not have the ability to raise prices on ordersived prior to any announced price increase. ouhe intensely seasonal nature of our
business, the Company may receive significant srdering the first and second quarters for deliverghe second and third quarters. With
respect to any of the contracts described aboveei€osts of providing our products or servicesdase between the date the orders are
received and the shipping date, we may not betabitaplement corresponding increases in our saiespfor such products or services in
order to offset the related increased costs. DD and 2012, the costs for raw materials puethhy the Company were stable. These \
contrast with 2011, when the Company incurred are@se of approximately 30% in the cost of steghduhe second quarter, and nearly a
30% increase in the cost of certain plastics oversecond and third quarters. These cost increasessely impacted gross margins in 201!
products shipped during the summer season.

For 2014, the Company anticipates continued vdlatil costs, particularly with respect to certaw materials, transportation, and energy.
Anticipated volatility for 2014 is not expectedte as severe as experienced in 2011. There iswceatiuncertainty with respect to steel and
other raw material costs, especially of plastisat fire affected by the price of oil. Transportatiosts may be adversely affected by increasec
oil prices, in the form of increased operation sdet our fleet, and surcharges on freight paithia-party carriers. Virco expects to incur
continued pressure on employee benefit costs. Timep@ny has renewed health insurance contractssferniployees through December 2014,
but costs subsequent to that date may be advenspcted by current legislation. Virco has aggnedgiaddressed these costs by reducing
headcount, freezing pension benefits, passingportéon of increased medical costs to employees haning temporary workers who are not
eligible for benefit programs.

To recover the cumulative impact of increased ¢asesCompany raised the list prices for Vircosdurcts in 2013, 2012 and 2011. Due to
current economic conditions, the Company anticgatmtinued significant price competition in 20&dd may not be able to raise prices
without risk of losing market share. The Compantycamates that the volatility of commodity costdlwiot be as significant in 2014 as
experienced in 2011. As a significant portion ofcdis business is obtained through competitive, bids Company is carefully considering
material and transportation costs as part of tidibg process. Total material costs for 2014, psraentage of sales, could be higher than in
2013. The Company is working to control and redumsts by improving production and distribution naetblogies, investigating new
packaging and shipping materials, and searchingdar sources of purchased components and raw wiateri

Liquidity and Capital Resources
Working Capital Requirements

Virco addresses liquidity and working capital requients in the context of short-term seasonal remquénts and long-term capital
requirements of the business. The Company's cari@dss of selling furniture to publicly funded edtional institutions is extremely seasonal.
The seasonal nature of this business permeatesofndsto's operational, capital, and financing idans.

The Company's working capital requirements during ia anticipation of the peak summer season olsligpagement to make estimates and
judgments that affect Virco's assets, liabilitiesjenues and expenses. Management expends acgighdimount of time during the year, ¢
especially in the first quarter, developing a stogkplan and estimating the number of employeasathount of raw materials, and the types o
components and products that will be required dyttire peak season. If management underestimatesf #imgse requirements, Virco's ability
to fill customer orders on a timely basis or toyidde adequate customer service may be diminisli@dahagement overestimates any of these
requirements, the Company
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may be required to absorb higher storage, labor@lated costs, each of which may affect profiigbiOn an ongoing basis, management
evaluates such estimates, including those relatetarket demand, labor costs, and inventory lewagld,continually strives to improve Virco's
ability to correctly forecast business requiremehitsng the peak season each year.

As part of Virco's efforts to address seasondiifigncial performance and quality without sacrifigiservice or market share, management ha
been refining the Company's ATS operating modelSAg Virco's version of mass-customization, whiskeanbles standard, stocked
components into customized configurations befoiprsént. The Company's ATS program reduces the #éotalunt of inventory and working
capital needed to support a given level of satedoés this by increasing the inventory's versgtiielaying assembly until the last moment,
reducing the amount of warehouse space neededrofstished goods. In order to provide “one stbhppping” for all FF&E needs, Virco
purchases and 1=ells certain finished goods from other furnituramafacturers. When practical, these furniture iteanesdrop shipped from t
Company's supplier. Where cost effective, the Compell bring the item into the Virco warehouse ahe third party products will be
shipped along with product manufactured by Vircbe Tompany did not carry material amounts of ventegntory during the fiscal years
ended January 31, 2014, 2013, or 2012.

In addition, Virco finances its largest balanceaofounts receivable during the peak season. Thig®¢or three primary reasons. First,
accounts receivable balances naturally increasagitite peak season as shipments of products ser&zecond, many customers during this
period are government institutions, which tenddg pccounts receivable more slowly than commectisiomers. Third, many summer
deliveries may be “projects” where the Company mtes furniture for a new school or significant mfishment of an existing school. Projects
may require architect sign off, school board appfq@vior to payment, or punch list completion,&flwhich can delay payment.

As a result of the seasonality of our businessnoamufacturing and distribution capacity is dicthbly the capacity requirement during the
months of June, July, and August. Because of gasanality, factory utilization is lower during thlew season. The Company utilizes a
variety of tactics to address the seasonalitysolbitsiness. During the summer months, which commis second and third fiscal quarters, our
personnel utilization generally is at or closeuth éapacity. The Company utilizes temporary la@ind significant overtime to meet the seas
requirements. During the slow portions of the y&éamporary labor and overtime are eliminated to enatk the off-season costs. Our
manufacturing facility capacity utilization gendyalemains less than 100% during these summer reph#tause physical structure capacity
cannot be adjusted as readily as personnel capa@thave secured sufficient physical structureacep to accommodate our current needs as
well as for anticipated future growth. Our physisalicture utilization is significantly lower dugrihe first and fourth quarters of each year

it is during the second and third quarters.

The Company utilizes a comparable strategy to addmarehousing and distribution requirements. Rusiimmer months, temporary labor is
hired to supplement experienced warehouse andbdistm personnel. More than 90% of the Compamgight is provided by third-party
carriers. The Company has secured sufficient warghcoapacity to accommodate our current needs laaswenticipated future growth.

As the capital required for the summer season géig@xceeds cash available from operations, Viras historically relied on third-party bank
financing to meet seasonal cash flow requiremémsDecember 22, 2011 (the “Closing Date”), the Canypand Virco Inc., a wholly owned
subsidiary of the Company (“Virco” and, togethettwihe Company, the “Borrowers”) entered into a étewng Credit and Security Agreement
(the “Credit Agreement”) with PNC Bank, Nationalgegiation, as administrative agent and lender (“BNGn June 15, 2012, the Borrowers
entered into Amendment No. 1 (“Amendment No. 19he Credit Agreement which, among other thingsigased the borrowing availability
thereunder by $3,000,000 for the period from Magrbugh July 14 of each year. On July 27, 2012Bbeowers entered into Amendment

2 (*Amendment No. 2”) to the Credit Agreement whielmong other things, reduced the minimum EBITD#aficial covenant contained
therein for the five consecutive months ending 2OE2 from $1,600,000 to $300,000. On SeptembeQP2, the Borrowers entered into
Amendment No. 3 (“Amendment No. 3”) to the Credgréement which, among other things, modified theimim EBITDA covenant for the
balance of the fiscal year. On December 6, 20¥2Bibrrowers entered into Amendment No. 4 (“AmendniNm 4”) to the Credit Agreement
which, among other things, waived the violatiorttef minimum EBITDA and minimum tangible net worthvenants at October 31, 2012 and
eliminated the minimum EBITDA covenant at NovemB@r 2012. On March 1, 2013, the Borrowers enteretlAmendment No. 5
(“Amendment No. 5”) to the Credit Agreement, wharong other things modified the minimum tangiblewerth covenant for the periods
from January 31, 2013 to January 31, 2014, modifiedninimum EBIDTA covenant for certain periodslamuary 31, 2014 and waived the
violation of the minimum EBITDA covenant for thedlve consecutive fiscal month period ending Decartte2012. On January 9, 2014 the
Borrowers entered into Amendment No. 6 (“Amendni¢ot 6”) to the Credit Agreement, which, among other thirmgsended the definition
“Peak Season” and increased the peak season bogaapacity. On April 15, 2014 th e Borrowers estiento Amendment No. 7
(“Amendment No. 7”) to the Credit Agreement, whieimong other things, extended the maturity dateefredit Agreement for three years
until December 22, 2017, reduced the
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maximum availability under the Credit Agreementdtiy),000,000 to $50,000,000, waived the violatiothefminimum EBITDA covenant at
January 31, 2014, waived the violation of the mumimfixed charge coverage ratio covenant at Jarhr014, included levels for the
minimum tangible net worth financial covenant ahe minimum EBITDA financial covenant for fiscal ye2014 and the minimum fixed
charge coverage ratio until the maturity date ef@edit Agreement.

The Credit Agreement provides the Borrowers witfeeured revolving line of credit (the “Revolvinge@it Facility”) of up to $50,000,000,
with seasonal adjustments to the credit limit amgject to borrowing base limitations, and includesublimit of up to $3,000,000 for issuanc

of letters of credit. The Revolving Credit Facilityan asset-based line of credit that is subgeattiorrowing base limitation and generally
provides for advances of up to 85% of eligible arts receivable, plus a percentage equal to tiseled 60% of the value of eligible invent

or 85% of the liquidation value of eligible invengpplus an amount ranging from $6,000,000 to $2@,000 from March 1 through July 31 of
each year, minus undrawn amounts of letters ofittaed reserves. The Revolving Credit Facilityeswed by substantially all of the
Borrowers' personal property and certain of ther®wers' real property. The principal amount outdtag under the Credit Agreement and any
accrued and unpaid interest is due no later thareber 22, 2017, and the Revolving Credit Fadiityubject to certain prepayment penalties
upon earlier termination of the Revolving Creditiity. Prior to the maturity date, principal amdsmutstanding under the Credit Agreement
may be repaid and reborrowed at the option of thiedBvers without premium or penalty, subject torbasing base limitations, seasonal
adjustments and certain other conditions.

On the Closing Date, the Borrowers drew down apipnately $9,800,000 under the Revolving Credit Rcib repay in full all indebtedness
outstanding under its prior revolving facility gowed by the Second Amended and Restated CredieAwst dated as of March 12, 2008, as
amended, by and between the Company and Wells Bamgk, National Association, and to pay fees ambazes related to the Credit
Agreement. The Company intends to utilize the Rawgl Credit Facility for liquidity and working caail purposes.

The Revolving Credit Facility bears interest, & Borrowers' option, at either the Alternate BaateRas defined in the Credit Agreement) or
the Eurodollar Currency Rate (as defined in thed@rgreement), in each case plus an applicablgmalhe applicable margin for Alternate
Base Rate loans is a percentage within a range/6#®to 1.75%, and the applicable margin for Eulad€@urrency Rate loans is a percentage
within a range of 1.75% to 2.75%, in each casedasahe EBITDA of the Borrowers at the end of efistal quarter, and may be increased &
PNC's option by 2.0% during the continuance of\aneof default. Accrued interest with respecttimgipal amounts outstanding under the
Credit Agreement is payable in arrears on a moriihbis for Alternative Base Rate loans, and aetiteof the applicable interest period but at
most every three months for Eurodollar CurrencyeRadns.

The Credit Agreement contains a covenant that derthie Company from issuing dividends or makinghpenyts with respect to the Company's
capital stock, and contains numerous other coverthat limit under certain circumstances the abditthe Borrowers and their subsidiaries to
among other things, merge with or acquire otheitiestincur new liens, incur additional indebtesisierepurchase stock, sell assets outside of
the ordinary course of business, enter into traimacwith affiliates, or substantially change tfeneral nature of the business of the Borroy
taken as a whole. The Credit Agreement also resjtie Company to maintain the following financiaintenance covenants: (1) a minimum
tangible net worth amount, (2) a minimum fixed gfeacoverage ratio, and (3) a minimum EBITDA amoimgach case as of the end of the
relevant monthly, quarterly or annual measuremenbgd. As of January 31, 2014 the Credit Agreemeqtired the Company to maintain: (1)
a minimum tangible net worth of at least $22,368,af the fiscal quarter ending January 31, 20 a minimum fixed charge coverage ratio
of at least 1.00 to 1.00 for the four consecutisedl quarters ending January 31, 2014 , and @nhanum EBITDA amount of $5,593,000 for
the twelve consecutive fiscal months ending Jan8an2014 . The actual results of the Company vesipect to the foregoing financial
covenants for the period ending January 31, 2014 ae follows: (1) the Company maintained a tamgitdt worth of $27,605,000r the fisca
year endindJanuary 31, 2014 , (2) the Company maintainedealfoharge coverage ratio of less than 0.00 tofbiOe four consecutive fiscal
quarters ended January 31, 2014 , and (3) the Quygazhieved EBITDA of $3,301,000 for the twelve seautive fiscal months ending
January 31, 2014 . Therefore the Company was iatiam of its minimum fixed charge coverage ratim aninimum EBITDA covenants for
the relevant period ending January 31, 2014 . Heweas noted abov e, on April 15, 2014 th e Compmargred into Amendment No. 7, which
waived the violation of the minimum EBITDA covenaitlanuary 31, 2014, waived the violation of theimum fixed charge coverage ratio
covenant at January 31, 2014, included levelsifeminimum tangible net worth financial covenand &me minimum EBITDA financial
covenant for fiscal year 2014 and the minimum figkdrge coverage ratio until the maturity datehefCredit Agreement

In addition, the Credit Agreement contains a cldawn provision that requires the Company to recaareowings under the line to less than
$6,000,000 for a period of 66onsecutive days each fiscal year. The Compangugal that normal operating cash flow will alloviagtmeet the
clean down requirement with no adverse impact erGbmpany's liquidity. Other than as
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noted above with respect to the minimum EBITDA awargt and the minimum tangible net worth covendrat,Gompany was in compliance
with its covenants at January 31, 2014 .

Events of default (subject to certain cure periadg other limitations) under the Credit Agreemeuwtude, but are not limited to, (i) non-
payment of principal, interest or other amounts dnder the Credit Agreement, (ii) the violationtefms, covenants, representations or
warranties in the Credit Agreement or related ldacuments, (i) any event of default under agresisigoverning certain indebtedness of the
Borrowers and certain defaults by the Borrowersenmmdher agreements that would materially advera#fct the Borrowers, (iv) certain
events of bankruptcy, insolvency or liquidationaixing the Borrowers, (v) judgments or judicialiacs against the Borrowers in excess of
$250,000 , subject to certain conditions, (vi) flikure of the Company to comply with Pension Bérefans (as defined in the Credit
Agreement), (vii) the invalidity of loan documemisrtaining to the Credit Agreement, (viii) a chamdeontrol of the Borrowers and (ix) the
interruption of operations of any of the Borrowensinufacturing facilities for five consecutive daltging the peak season or fifteen
consecutive days during any other time, subjecettain conditions.

Pursuant to the Credit Agreement, substantiallpfathe Borrowers' accounts receivable are autaalitiand promptly swept to repay amot
outstanding under the Revolving Credit Facility npeceipt by the Borrowers. Due to this automadjaitiating nature of the Revolving Credit
Facility, if the Borrowers breach any covenant)ate any representation or warranty or suffer @ril@tation in their ability to borrow pursuant
to the borrowing base calculation, the Borrowery mat have access to cash liquidity unless provideBNC at its discretion. In addition,
certain of the covenants and representations andmtaés set forth in the Credit Agreement contaiited or no materiality thresholds, and
many of the representations and warranties mustieeand correct in all material respects upon d&@actowing, which the Borrowers expect to
occur on an ongoing basis. There can be no assuthatthe Borrowers will be able to comply withsalch covenants and be able to continue
to make such representations and warranties ongwirgg basis.

The Company's line of credit with PNC is structutegrovide seasonal credit availability during @empany's peak summer season. The
Company believes that the Revolving Credit Faciltlf provide sufficient liquidity to meet its capil requirements in the next 12 months.
Approximately $10,919,000 was available for bornogvas of January 31, 2014 .

The descriptions set forth herein of the Creditegment, Amendment No. 1, Amendment No. 2, AmendiNenB8, Amendment No. 4,
Amendment No. 5, Amendment No. 6 and AmendmentMare qualified in their entirety by the terms o€ls agreements, each of which has
been filed with the Securities and Exchange Conipniss

Long-Term Capital Requirements

In addition to short-term liquidity consideratioitise Company continually evaluates long-term cép#guirements. From 1997 through 2000,
the Company completed two large capital projectscivhave had significant subsequent effects oh ftaw. The first project was the
implementation of the SAP enterprise resourcesnitansystem. The second project was the expansidmeaconfiguration of the Conway,
Arkansas, manufacturing and distribution facility.

Upon completion of these projects, the Company dtamlly reduced capital spending. During 2001-268pital expenditures ranged from
25%-40% of depreciation expense, and has remaielesvidepreciation since that time. Management oigdo limit future capital spending
until growth in sales volume fully utilizes the ng@hant and distribution capacity. Capital expenaiguwill continue to focus on automation,
both in the factory and software applications, aad product development along with the tooling aed processes required to produce new
products. The Company has established a goal dfrigrcapital spending to less than $3,000,00@ft4, which is less than anticipated
depreciation expense.

Asset Impairment

The Company made substantial investments in itasiructure in 1998, 1999, and 2000. The investsiactuded a new factory, new
warehouse, and new production and distributiongggent. Much of the tooling, machinery, and equiphaaguired at this time is now fully or
substantially depreciated. The factory, warehoasd,equipment acquired are used to produce, stodeship a variety of product lines, and
use of any one piece of equipment is not depermfettie success or volume of any individual proddNetw products are designed to use as
many common or existing components as practicah fesult, both our ATS inventory components amdntiachines used to produce them
become more versatile. The Company evaluates ttempa for impaired assets on a quarterly basssoPJanuary 31, 2014, there has been nq
impairment to the long-lived assets of the Company.

The Company has no intangible assets on its Cataeli Balance Sheet at January 31, 2014 or JaBlag013.
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Contractual Obligations

The Company leases manufacturing, transportatiwh péfice equipment, as well as real estate underiaty of operating leases. The
Company leases substantially all vehicles, inclgdincks and passenger cars under operating ledse the lessor provides fleet
management services for the Company. The fleet geamant services provide Virco with operating eéfiaies relating to the acquisition,
administration, and operation of leased vehiclealRstate leases have been used where the Comipamyt want to make a long-term
commitment to a location, or when economic condgiéavored leasing. The Torrance manufacturingdastdibution facility is leased under
operating lease that expires on February 28, ZD2@ Company does not have any lease obligatiopsrehase commitments in excess of
normal recurring obligations. Leasehold improvementd tenant improvement allowances are depreaiatedthe lesser of the expected life
the asset or the lease term.

Contractual Obligations
Payments Due by Period

More than 5
In thousands Total Less than 1 year 1-3 years 3-5 years years
Long-term debt obligations $ 8,24¢ $ 2,248 $ 6,000 $ — 3 =
Interest on long-term debt — — — — —
Operating lease obligations 26,50" 5,77: 7,351 8,811 4,56(
Purchase obligations 9,01( 9,01( — — —
$ 43,76 $ 17,03 $ 13,357 $ 8811 $ 4,56(

We may be required to make cash outlays relateditainrecognized tax benefits. However, due taitieertainty of the timing of future cash
flows associated with our unrecognized tax benefitsare unable to make reasonably reliable estenaftthe period of cash settlement, if any
with the respective taxing authorities. Accordinginrecognized tax benefits of $52,000 as of Jan8ay 2014, have been excluded from the
contractual obligations table above. For furthéoimation related to unrecognized tax benefits,det 7, “Income Taxesfd the consolidate
financial statements included in this Annual Report-orm 10-K.

Virco's largest market is publicly funded schodtdcts. A significant portion of this businessisarded on a bid basis. Many school districts
require that a bid bond be posted as part of ttigphackage. In addition to bid bonds, many distrietpiire a performance bond when the bid is
awarded. At January 31, 2014, the Company had bomdsanding valued at approximately $870,000.hEoktest of management's knowledge
in over 64 years of selling to schools, Virco hager had a bid or performance bond called.

The Company provides a warranty against all subistatefects in material and workmanship. In 2008 €Company extended its standard
warranty from five years to 10 years. Effective kelvy 1, 2014, the Company will offer a limitecelime warranty. The Company does not
believe that the new warranty policy will have gréficant impact on warranty expense. The Compangisanty is not a guarantee of service
life, which depends upon events outside the Conipamontrol and may be different from the warrargyigpd. The Company accrues an
estimate of its exposure to warranty claims bagsthoth product sales data, and an analysis ofbetarranty claims incurred. At the curn
time, management cannot reasonably determine whetreanty claims for the upcoming fiscal year vl less than, equal to, or greater than
warranty claims incurred in 2013. The followingeisummary of the Company's warranty-claim actigditying 2013 and 2012.

January 31,
In thousands 2014 2013
Beginning balance $ 1,00C $ 1,40(
Provision for current year 60C 63C
Provision for prior year (220) (490
Costs incurred (380 (540
Ending balance $ 1,000 $ 1,00(

Retirement Obligations
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The Company provides retirement benefits to em@syand noremployee directors under three defined benefitartent plans; the Employ
Plan, the VIP Plan, and the Directors Plan. The léyge Plan is a qualified retirement plan thauisded through a trust held at Wells Fargo
Bank (Trustee). The other two plans are non-qealifetirement plans. Benefits payable under theRI#n are secured by life insurance
policies held in a rabbi trust and the DirectorarPk not funded. The Company obtains annual aetualuations for all three plans.

Effective December 31, 2003, benefit accruals viezen for all three plans. Employees continuedest under the benefits earned to date, b
no covered participants earned additional benafits the plan freeze. At January 31, 2014, alvaqgtarticipants under the plans were fully
vested.

Accounting policy regarding pensions requires managnt to make complex and subjective estimategssuimptions relating to amounts
which are inherently uncertain. Three primary egoimoassumptions influence the reported valuesaf phbilities and pension costs. The
Company takes the following factors into consideratdiscount rate, assumed rate of return andnasduate of increases in compensation.

The discount rate represents an estimate of teeofatturn on a portfolio of high-quality fixedéame securities that would provide cash flow:
that match the expected benefit payment stream fnenplans. When setting the discount rate, the i2my utilizes a spot-rate yield curve
developed from high-quality bonds currently avdialhich reflects changes in rates that have oedunwer the past year. This assumption is
sensitive to movements in market rates that haearoed since the preceding valuation date, aneétber may change from year to year. Vircc
discounted the pension obligations for the variplass using the following rates:

2013 2012 2011
Employee Plan 4.25% 4.0(% 4.5(%
VIP Plan 4.7% 4.25% 4.50%
Directors Plan 4.25% 4.0(% 4.5(%

Because the Company froze future benefit accrealalf three defined benefit plans in 2003, the pensation increase assumption had no
impact on pension expense, accumulated benefgatidin or projected benefit obligation for the perended January 31, 2014 or 2013.

The assumed rate of return on plan assets repsesemistimate of long-term returns available t@sors who hold a mixture of stocks, bonds,
and cash equivalent securities. When setting tpeagd return on plan asset assumptions, the Conguensiders long-term rates of return on
various asset classes (both historical and foredassing data collected from various sources gdlgagegarded as authoritative) in the context
of expected long-term average asset allocationgsfatefined benefit pension plan. For 2013, 20d@ 2011 the Company used a 6.5%
expected return on plan assets, net of expenses.

During 2011 two events significantly impacted tlemgion plans. The first event was a reduction éndiiscount rate utilized to calculate pen
plan obligations. The reduction in discount rateseal the liability for pension obligations to inese by approximately $3.7 million, $1.4
million, and $26,000 for the Employee Plan, the YIBn, and the Directors Plan, respectively. Tleeeiase in liability resulted in a comparable
increase to Accumulated Other Comprehensive Ing@@Cl). The second event was a $2.0 million setdehtharge for the Employee Plan.
As part of a restructuring plan, the Company offezarly retirement benefits to all employees whluntarily severed their employment with
the Company. Although the early retirement benedis paid in cash and did not include any additibealefits payable from a retirement plan,
the benefit formula was structured to reward emgésywith significant years of service, the sameleyges who would have earned retirerr
benefits prior to the plan freeze in 2003. The pengust made significant lump sum distributiongtrticipants in the latter part of the year,
resulting in settlement charges in the third andtfoquarters. Because the VIP Plan and Directan Bb not allow lump sum payments, there
was no similar settlement charge required.

During 2012 the pension plans were impacted by#mee events of 2011, but to a lesser extent. Actixtuin the discount rate caused the
liability for pension obligations to increase bypagximately $2.0 million, $0.3 million, and $10,068 the Employee Plan, the VIP Plan, and
the Directors Plan, respectively. The increasdainility resulted in a comparable increase to Acalated Other Comprehensive Income
(AOCI). As a result of large distributions paidrinche Employee Plan, a $760,000 settlement chargbé Employee Plan was recorded.

During 2013 the pension plans were impacted bylaation in force. Although the severance benefis waid in cash and did not include any
additional benefits payable from a retirement ptar,severance included employees with vested peh&nefits. The pension trust made
significant lump sum distributions to participairighe latter part of the year, resulting in settét charges in the third and fourth quarters.
During 2013, the pension liability decreased dumtoeased discount rates, offset by an increa$iehility due to the adoption of a new
mortality table.
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It is the Company's policy to contribute adequatedk to the trust accounts to cover benefit paysnender the VIP Plan and Directors Plan
and to maintain the funded status of the Employae & a level which is adequate to avoid signifiagstrictions to the Employee Plan under
the Pension Protection Act of 2006. The Companyrimred $1.8 million, $2.0 million, and $1.9 midlh, to the trust in 2013, 2012, and 2011,
respectively. Contributions during 2014 will depamqmbn actual investment results and benefit payspduit are anticipated to be
approximately $2.5 million. During 2013, 2012, £l 1, the Company paid approximately $564,000, $88l, and $451,000, respectively, in
benefits per year under the non-qualified plans dinticipated that contributions to non-qualifigdns will be approximately $710,000 for
2014. At January 31, 2014, accumulated other conemsve loss of approximately $16.4 million ($1illion net of tax) is attributable to the
pension plans.

The Company does not anticipate making any sigitichanges to the pension assumptions in thefuteme. If the Company were to have
used different assumptions in the fiscal year erddediary 31, 2014, a 1% reduction in investmenrmetould have increased expense by
approximately $165,000, a 1% change in the rat®ofpensation increase would have no impact, aftd eetiuction in the discount rate wo!
have increased expense by $305,000. A 1% reduictithre discount rate would have increased the partsenefit obligations by approximat
$6.1 million.

Stockholders' Equity

The Company initiated a $0.025 per share quartadh dividend in the fourth quarter of 2007 andticoied to pay the $0.025 quarterly
dividend through the second quarter of 2011. Thsh clividend was suspended after the second qudr28x11 as a result of operating losse
addition, the Company's new credit facility with @8ank prohibits the Company from paying divideadsl repurchasing any shares of its
stock except in cases where a repurchase is fiddmnca substantially concurrent issuance of neweshaf the Company's common stock.
Consequently, commencing December 22, 2011 anak feast as long as this covenant is includedenCbmpany's credit facility, no
dividends will be paid by the Company to its staaklers. During 2011 the Company paid cash divideri&710,000.

Virco issued a 10% stock dividend or 3/2 stocktaplery year beginning in 1982 through 2002. Altijothe stock dividend had no cash
consequences to the Company, the accounting mdtgydequired for 10% dividends has affected theitgcsection of the balance sheet.
When the Company records a 10% stock dividend, @Dfte market capitalization of the Company ondhte of the declaration is reclassified
from retained earnings to additional paid-in cdplParing the period from 1982 through 2002, thenclative effect of the stock dividends has
been to reclassify over $122 million from retairgzainings to additional paid-in capital. The eqsigtion of the balance sheet on January 31,
2014 reflects additional paid-in capital of approaiely $116 million and deficit retained earninggpproximately $75 million. Other than the
losses incurred during 2003-2005, 2010-2013 thedrred deficit is a result of the accounting redgfacsgion, and is not the result of
accumulated losses.

Environmental and Contingent Liabilities
Environmental Compliance

Virco is subject to numerous federal, state, agdllenvironmental laws and regulations in the uaimrisdictions in which it operates that
(a) govern operations that may have adverse ermmigotal effects, such as the discharge of matentdghe environment, as well as handling,
storage, transportation and disposal practicesdlid and hazardous wastes, and (b) impose liplfditresponse costs and certain damages
resulting from past and current spills, disposalstber releases of hazardous materials. In thisesd, Virco works diligently to remain in
compliance with all such environmental laws andutations as these affect the Company's operatidoseover, Virco has enacted policies for
recycling and resource recovery that have earnsehted commendations, including: recognition byGh&fornia Department of Resources
Recycling and Recovery (CalRecycle) in 2011 and)2dd a Waste Reduction Awards Program (WRAP) hanoeeognition by the United
States Environmental Protection Agency in 2003 @&ateWise Hall of Fame Charter Member, in 2002 ¥gasteWise Partner of the Year
and in 2001 as a WasteWise Program Champion fajeLBusinesses; and recognition by the Sanitatistribis of Los Angeles County for
compliance with industrial waste water dischargilglines in 2007 through 2010. This is only a autst of Virco's environmental awards ¢
commendations; for a more complete list, go to wwingo.com and click on the Corporate Stewardshigdiee.

In addition to these awards and commendations OV&rZUMA and ZUMATfrd product lines were the firsassroom furniture collections to
earn indoor air quality certification through thergent GREENGUARD® Children & Schools Programwnknown as Greenguard Gold
certification. As a follow-up to the certificatiaf ZUMA and ZUMAfrd models in 2005, hundreds of ethVirco furniture items - including
Analogy furniture models and Textameter instrugtorkstations - have earned GREENGUARD cetrtificatidioreover, all Virco products
covered by the Consumer Product Safety Improvemenof 2008 are in compliance with this legislatiéyll affected Virco models are also in
compliance with the California Air
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Resources Board rule implemented on January 1,, 2@0@erning formaldehyde emissions from compasted products. Environmental la
have changed rapidly in recent years, and Virco begubject to more stringent environmental lawth@nfuture. The Company has expended
and may be expected to continue to expend, sigmfiamounts in the future for compliance with eonimental rules and regulations, for the
investigation of environmental conditions, for thetallation of environmental control equipmentyemediation of environmental
contamination. Normal recurring expenses relatinggerating our factories in a manner that meeexoeeds environmental laws are matche
to the cost of producing inventory. It is possitilat the Company's operations may result in nondiamge with, or liability for remediation
pursuant to, environmental laws. Should such ewities occur, the Company records liabilities femediation costs when remediation costs
are probable and can be reasonably estimated.R8gle Factors : We could be required to incur sutishcosts to comply with environmental
requirements.” Violations of, and liabilities undenvironmental laws and regulations may increasecosts or require us to change our
business practices.

In 2013 and 2012, the Company was self-insuregifoduct and general liability losses of up to $280, per occurrence, for workers'
compensation losses up to $250,000 per occurrandefor auto liability up to $50,000 per occurrericeprior years the Company has been
self-insured for workers' compensation, automolpifeduct, and general liability losses. The Complaay purchased insurance to cover losse
in excess of the self-insured retention or dedietiip to a limit of $30,000,000. For the insuragear beginning April 1, 2014, the Company
will be self-insured for product and general ligtgilosses up to $250,000 per occurrence, for wsfl@mpensation losses up to $250,000 per
occurrence, and for auto liability up to $50,000 pecurrence. In future years, the Company's exasuself-insured retentions will vary
depending upon the market conditions in the instgandustry and the availability of cost-effectimsurance coverage.

The Company has aggressively pursued a programpmive product quality, reduce product liabilitgichs and losses, and to aggressively
defend product liability cases. This program hagticoed through 2013 and has resulted in reducfiopsoduct liability claims and litigated
product liability cases. In addition, the Comparmg lactive safety programs to improve plant safetiya@ntrol workers' compensation losses.
Management does not anticipate that any relatélésent, after consideration of the existing ressrfor claims and potential insurance
recovery, would have a material adverse effechenGompany's financial position, results of operatj or cash flows.

Off-Balance Sheet Arrangements

The Company did not enter into any material offabbake sheet arrangements during its 2013 fiscal yeadid the Company have any material
off-balance sheet arrangements outstanding at BaBta2014.

New Accounting Pronouncements

In June 2011, the FASB issued accounting guidapcating the presentation format of comprehensigerire. The guidance provided t
options for presenting net income and other comgmsive income. The total of comprehensive incotme,components of net income and
components of other comprehensive income may bgepted in either a single continuous statementoaipzehensive income or in t
separate but consecutive statements. The Compampyeztithe new guidance beginning February 1, 20ti8.guidance did not have a mate
impact on the Company's financial statements.

In January 2013, the FASB issued accounting guielatarifying the scope of disclosures about ofisgtassets and liabilities. This guidanc
effective for annual reporting periods beginningoorafter January 1, 2013, and interim periods iwithose annual periods. The Company
not expect the adoption to have a material impagdgtwfiscal 2013 financial statements.

In February 2013, the FASB issued accounting gudamtended to improve the reporting classificatioout of accumulated ott
comprehensive income of various components. Thidamee was effective for annual periods, and inteperiods within those perio
beginning after December 15, 2012. The Companytaddpe new guidance beginning February 1, 20Eb#ginning of the Company's 2(
fiscal year.

In July 2013, the FASB issued accounting guidarncéhe financial statement presentation of an urgeiezed tax benefit when a net opera
loss carryforward, or similar tax loss, or a taxrgforward exists. The guidance is effective fonaal reporting periods beginning on or &
December 15, 2013, and interim periods within trerseual periods. The Company does not expect thgtiat to have a material impact or
fiscal 2014 financial statements.

ltem 7A. Quantitative and Qualitative Disclosures &out Market Risk

The Company is subject to interest rate risk relébats seasonal borrowings used to finance atitiinventory and receivables. Rising
interest rates may adversely affect the Compasgisits of operations and cash flows related to its
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variable-rate bank borrowings under its credit livith PNC. Accordingly, a 100 basis poin t upwdretfuation in PNC's base rate would have
caused the Company to incur additional interestggeaof approximately $139,000 for the twelve merghded January 31, 2014. The
Company would have benefited from a similar intesawings if the base rate were to have fluctudmgnward by a like amount.

The Company has used derivative financial instrusyemreduce interest rate risks. The Company doehold or issue derivative financial
instruments for trading purposes. All derivatives gecognized as either assets or liabilities endfatement of financial condition and are
measured at fair value. At January 31, 2014 an® 20 Company had no derivative instruments.

The Company's business is subject to changes iprite of raw materials used to manufacture itglpots, such as steel, plastic, wood,
aluminum, polyethylene, polypropylene, plywood,tméeboard, and cartons, as well as the price tbpum, which not only affects the cost
of plastic, but also the Company's transportatmstsand costs of operating its manufacturingifasl With respect to the Company's annual
contracts (or those contracts that have longerggnine Company may have limited ability to inceepsices during the term of the contract.
The Company has, however, negotiated increaseibifisxunder many of these contracts allowing empany to increase prices on future
orders. Nevertheless, even with respect to these flexible contracts, the Company does not hageatiility to increase prices on orders
received prior to any announced price increases.tDthe intensely seasonal nature of its businkessZompany may receive significant orc
during the first and second quarters for delivaryhie second and third quarters. With respect yooithe contracts described above, if the ¢
of raw materials increase suddenly or unexpectéléyCompany cannot be certain that it will be ablanplement corresponding increases in
its sales prices in order to offset such increasmstls. Significant cost increases in providing piadd during a given contract period can
adversely impact operating results and have domisng prior years, especially 2008, and 2011. Thepany typically benefits from any
decreases in raw material costs under the contiastsibed above.

38




Item 8. Financial Statements and Supplementary Data

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Page
numbers
Management’s Report on Internal Control Over Fimarigeporting 40
Report of Independent Registered Public Accounfinm 41
Consolidated Balance Sheets as of January 31, 012013 42
Consolidated Statements of Operations for the YEaded January 31, 2014, 2013 and 2012 44
Consolidated Statements of Comprehensive Los$i&lears Ended January 31, 2014, 2013 and 2012 45
Consolidated Statements of Stockholders' EquityiferYears Ended January 31, 2014, 2013 and 2012 46
Consolidated Statements of Cash Flows for the YEaded January 31, 2014, 2013 and 2012 47
Notes to Consolidated Financial Statements 48
Schedule I} Valuation and Qualifying Accounts and ReservedtierYears Ended January 31, 2014, 2013 and 2012 70

39




MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

Management of Virco Mfg. Corporation (the “Companig’ responsible for establishing and maintainidgquate internal control over
financial reporting and for the assessment of ffectiveness of internal control over financial ogjing. As defined by the Securities and
Exchange Commission, internal control over finah@aorting is a process designed by, or supenlisedhe Company’s principal executive
and principal financial officers, to provide reaable assurance regarding the reliability of finahogporting and the preparation of financial
statements in accordance with generally accepteauating principles.

The Company’s internal control over financial répuay is supported by written policies and procedutkat (1) pertain to the
maintenance of records that, in reasonable detiljrately and fairly reflect the transactions disgpositions of the Company’s assets;
(2) provide reasonable assurance that transadi@nsecorded as necessary to permit preparatifinasfcial statements in accordance with
generally accepted accounting principles, andrédraipts and expenditures of the Company are beaxde only in accordance with
authorizations of the Company’s management andtdire; and (3) provide reasonable assurance regppilevention or timely detection of
unauthorized acquisition, use or disposition of@mnpany’s assets that could have a material effethe financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In connection with the preparation of the Comparayiaual financial statements, management of thepaagnhas undertaken an
assessment of the effectiveness of the Comganternal control over financial reporting as afdary 31, 2014, based on criteria establish
Internal Control — Integrated Framework issuedh®s €ommittee of Sponsoring Organizations of thedweay Commission (1992
framework) (the COSO criteria). Management’s assess included an evaluation of the design of then@any’s internal control over
financial reporting and testing of the operatiosfééctiveness of the Company’s internal controlrdireancial reporting.

Based on this assessment, management did notfidanyi material weakness in the Company’s intecoalrol over financial reporting,
and management has concluded that the Compangtmaitcontrol over financial reporting was effeetas of January 31, 2014.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of Virco M§. Corporation

We have audited the accompanying consolidated balsineets of Virco Mfg. Corporation as of Janudry2®14 and 2013, and the related
consolidated statements of operations, comprehefs$s, stockholders’ equity and cash flows foheafcthe three years in the period ended
January 31, 2014. Our audits also included thenfiizd statement schedule listed in the Index ah$td5. These financial statements and
schedule are the responsibility of the Company’'sagament. Our responsibility is to express an opiin these financial statements and
schedule based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:s
require that we plan and perform the audit to abtaasonable assurance about whether the finastaieiments are free of material
misstatement. We were not engaged to perform ait afuitie Company’s internal control over finanaiaporting. Our audits included
consideration of internal control over financigbogting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesnixiag, on a test basis, evidence supporting thewents and disclosures in the financial
statements, assessing the accounting principlebarsd significant estimates made by managementeaadating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts,¢onsolidated financial position of Virco Mfg.
Corporation at January 31, 2014 and 2013, anddhsatidated results of its operations and its ¢strs for each of the three years in the
period ended January 31, 2014, in conformity witB.lgenerally accepted accounting principles. Alsour opinion, the related financial
statement schedule, when considered in relatidinetdvasic financial statements taken as a whotsepits fairly in all material respects the
information set forth therein.

/sl Ernst & Young LLP

Los Angeles, California
April 25, 2014
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Assets
Current assets
Cash

Trade accounts receivables (net of allowance fabtfal accounts of $200 and $275 at January 31,

2014 and 2013)

Other receivables

Income tax receivable
Inventories

Finished goods, net

Work in process, net

Raw materials and supplies, net

Deferred tax assets, net

Prepaid expenses and other current assets
Total current assets

Property, plant and equipment

Land

Land improvements

Buildings and building improvements
Machinery and equipment

Leasehold improvements

Less accumulated depreciation and amortization

Net property, plant and equipment
Deferred tax assets, net

Other assets

Total assets

See accompanying notes.

Virco Mfg. Corporation

Consolidated Balance Sheets
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January 31,
2014 2013

(In thousands)
1,051 $ 852
8,46¢ 8,76(
52 10¢
29C 25¢€
7,23 4,96¢
11,11¢ 11,04:
9,42 9,30¢
27,78( 25,317
20< —
1,79¢ 1,66t
39,63¢ 36,96:
1,671 1,671
1,18¢ 1,21
47,27 47,70:
115,66° 119,40°
2,32¢ 2,45;
168,12. 172,44t
131,81 135,56«
36,30¢ 36,88:
611 1,48¢
6,78¢ 6,83¢
83,34 $ 82,16




Virco Mfg. Corporation

Consolidated Balance Sheets

January 31,
2014 2013
(In thousands, except share data)
Liabilities
Current liabilities
Accounts payable $ 12,358 % 11,86¢
Accrued compensation and employee benefits 3,59¢ 3,42¢
Current portion of long-term debt 2,24¢ 4,05:
Deferred tax liabilities — 572
Other accrued liabilities 4,45¢ 4,521
Total current liabilities 22,65¢ 24,43¢
Non-current liabilities
Accrued self-insurance retention 2,02¢ 2,58¢
Accrued pension expenses 23,95 26,38t
Income tax payable 69 14z
Long-term debt, less current portion 6,00( —
Other accrued liabilities 1,03¢ 1,59¢
Total non-current liabilities 33,08: 30,707

Commitments and contingencies

Stockholders’ equity

Preferred stock:

Authorized 3,000,000 shares, $.01 par value; nssigeid or outstanding — —
Common stock:

Authorized 25,000,000 shares, $.01 par value; csamel outstanding 14,718,414 shares in 2013 an

14,550,371 shares in 2012 147 14¢
Additional paid-in capital 115,97¢ 115,67(
Accumulated deficit (74,540 (72,810
Accumulated other comprehensive loss (13,980 (15,98¢)
Total stockholders’ equity 27,60¢ 27,02(
Total liabilities and stockholders’ equity $ 83,34¢ % 82,16

See accompanying notes.
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Virco Mfg. Corporation

Consolidated Statements of Operations

Net sales

Costs of goods sold

Gross profit

Selling, general and administrative expenses
(Gain) loss on sale of property, plant & equipment
Restructuring expense

Interest expense, net

Income (loss) before income taxes

Income tax expense (benefit)

Net income (loss)

Dividend declared:

Cash

Net loss per common share (a):

Basic

Diluted

Weighted average shares outstanding:

Basic

Diluted

Year ended January 31,

2014 2013 2012
(In thousands, except per share data)

$ 155,92( $ 158,85t $ 166,44:
102,48t 107,30« 118,28:
53,43. 51,55: 48,15¢
53,46t 53,31: 56,21t
10 (37 @
1,40¢ 76C 4,57(
1,30z 1,55¢ 1,122
(2,739 (4,039) (13,749
(1,009 (209) 55
$ (1,730 $ (3,830 $ (13,807
$ — —  $ 0.0t
$ 0.1 $ 0.27) $ (0.97)
$ (0.12) $ 0.27) $ (0.97)
14,62( 14,38 14,23t
14,62( 14,38 14,23¢

(&) Netloss per share was calculated based on bamiessbutstanding due to the -dilutive effect on the inclusion of common stock

equivalent shares.

See accompanying notes.
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Virco Mfg. Corporation
Consolidated Statements of Comprehensive Income (ks)

Years ended January 31,

2014 2013 2012
(In thousands)
Net income (loss) $ 1,730 $ (3,830 $ (13,809
Other comprehensive income (loss) :
Pension adjustments, net of tax 2,00¢ (65¢) (5,58€)
Comprehensive income (loss) $ 27¢ 3 (4,48t) $ (19,389

See accompanying notes.
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Virco Mfg. Corporation

Consolidated Statements of Stockholders’ Equity

Common Stock

Accumulated

Additional Other Total

Paid-in Accumulated Comprehensive Stockholder's
In thousands, except share data Shares Amount Capital Deficit Loss Equity
Balance at January 31, 2011 14,20499 $ 14z  $ 114,467 $ (54,465 $ (9,74 $ 50,40z
Net loss — — — (13,807 — (13,809
Pension adjustments, net of tax effect $0 — — — — (5,58¢6) (5,58¢)
Shares vested 149,04 2 (142) 2 — (142)
Stock compensation expense — — 73t — — 73t
Stock repurchased — — — — — —
Cash dividends — — — (710 — (710)
Balance at January 31, 2012 14,354,04 $ 144 % 115,06( $ (68,98) $ (15,329 $ 30,89¢
Net loss — — — (3,830) — (3,830
Pension adjustments, net of tax effect $0 — — — — (65¢) (65¢)
Shares vested and others 196,32! 2 (88) — — (86)
Stock compensation expense — — 69¢€ — — 69¢
Cash dividends — — — — — —
Balance at January 31, 2013 14,550,37 $ 14€ S 115,67( $ (72,810 $ (15,98¢) $ 27,02(
Net loss — — — (1,730 — (1,730
Pension adjustments , net of tax effect of $1,07¢ — — — — 2,00¢ 2,00¢
Shares vested and others 168,04 1 (215) — — (214
Stock compensation expense — — 528 — — 52¢
Balance at January 31, 2014 14,718,41 % 147 % 115,97¢ $ (74,540 $ (13,98() $ 27,60¢

See accompanying notes.
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Virco Mfg. Corporation

Consolidated Statements of Cash Flows

Operating activities
Net income (loss)

Adjustments to reconcile net income (loss) to netash provided by (used in) operating
activities:

Depreciation and amortization

Provision for doubtful accounts

(Gain) loss on sale of property, plant and equigmen
Deferred income taxes

Stock-based compensation

Pension settlement

Changes in operating assets and liabilities:

Trade accounts receivable

Other receivables

Inventories

Income taxes

Prepaid expenses and other current assets
Accounts payable and accrued liabilities

Net cash provided by (used in) operating activities
Investing activities

Capital expenditures

Proceeds from sale of property, plant and equipment
Net investment in life insurance

Net cash provided by (used in) investing activities
Financing activities

Proceeds from long-term debt

Repayment of long-term debt

Common stock repurchased

Cash dividend paid

Net cash provided by (used in) financing activities

Net increase (decrease) in cash

Cash at beginning of year

Cash at end of year

Supplemental disclosures of cash flow information
Cash paid during the year for:

Interest

Income tax, net

Non-cash investing activities :

Decrease in accrued asset retirement obligations

See accompanying notes.
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Year Ended January 31,

2014 2013 2012
(In thousands)
1,730 $ (3,830 % (13,809
4,20¢ 4,36¢ 5,021
(6) (75) 19€
(10) (37) @
97 66 22¢
528 69¢ 73%
924 76C 1,99
37¢€ 4,05 (2,476
56 29¢ (239
(2,464 2,47¢ 7,57¢
(105) (930 (369)
(58) 567 (31)
(2,055 (1,157 37¢
(249) 7,26( (784)
(3,639 (2,050 (2,159
19 53 2
(25) 244 17C
(3,639 (1,759 (1,987
28,85! 28,42 29,26:
(24,65¢) (35,87¢) (24,28))
(11€) (97 (12€)
— — (710
4,07¢ (7,557 4,14(
19¢ (2,049 1,36¢
85¢ 2,89 1,52¢
1,051 $ 85¢ 2,891
1,30z $ 1,55¢ 1,122
74 12 32
— 3 — (200




VIRCO MFG. CORPORATION
Notes to Consolidated Financial Statements
January 31, 2014
1. Summary of Business and Significant Accountingdicies
Business

Virco Mfg. Corporation (the “Company”), which opéga in one business segment, is engaged in thgndgsoduction and distribution of
quality furniture for the commercial and educatinarkets. Over 64 years of manufacturing operati@ve resulted in a wide product
assortment. Major products include mobile tableshite storage equipment, desks, computer furnitthrairs, activity tables, folding chairs ¢
folding tables. The Company manufactures its prtglicTorrance, California, and Conway, Arkansasshale primarily in the United States.

The Company operates in a seasonal business, gmida® significant amounts of working capital undgrcredit facility to fund acquisitions of
inventory and finance receivables during the sumheéivery season. Restrictions imposed by the teritise Company’s credit facility may
limit the Company’s operating and financial fledityi. However, management believes that its exgstiash and available borrowings under its
credit facility, and any cash generated from openatwill be sufficient to fund its working capitedquirements, capital expenditures and othe
obligations through the next 12 months.

Principles of Consolidation

The consolidated financial statements include tw@ants of Virco Mfg. Corporation and its wholly ned subsidiaries. All material
intercompany balances and transactions have beeimaled in consolidation.

Management Use of Estimates

Preparation of financial statements in conformiithvid.S. generally accepted accounting principtggiires management to make estimate:
assumptions. These estimates and assumptions #iféeported amounts of assets and liabilitiewd-disclosure of contingent assets and
liabilities - at the date of the financial statentsems well as the reported amounts of revenueggpehses during the reporting period.
Significant estimates made by management inclugteafe not limited to, valuation of inventory; defad tax assets and liabilities; useful lives
of property, plant, and equipment; liabilities ungension, warranty, self-insurance, and envirortaleslaims, revenue recognition; and the
accounts receivable allowance for doubtful accaultsual results could differ from these estimates.

Fiscal Year End

Fiscal years 2013 , 2012 and 2011 , refer to gwafiyears ended January 31, 2014 , 2013 and 2@%pectively.

Concentration of Credit Risk

Financial instruments which potentially subject @@mpany to concentrations of credit risk consisigypally of accounts receivable. The
Company performs ongoing credit evaluations ofitstomers and maintains allowances for potenteditiosses. Sales to the Company’s
recurring customers are generally made on operuatedth terms consistent with the industry. Cresliextended based on an evaluation o
customer’s financial condition and payment histégst due accounts are determined based on hontlgepayments have been made in
relation to the terms granted. Amounts are writi#ragainst the allowance in the period that thenPany determines that the receivable is nof
collectable. The Company purchases insurance @ivedales from certain commercial customers to mirénthe Company'’s credit risk. The
Company does not typically obtain collateral toseccredit risk. Customers with inadequate creditraquired to provide cash in advance or
letters of credit. The Company does not assesgestten receivable balances. A substantial pergeragathe Compang’ receivables come frc
low-risk government entities. No customer exceetgd of the Company’s sales for each of the threesyended January 31, 2014 . Foreign
sales were approximately 7.5% , 10.0% and 7.0%etompany’s sales for fiscal years 2013, 2012284d , respectively.

No single customer accounted for more t10% of the Company’s accounts receivable at Jargr2014 or 2013 . Because of the short time
between shipment and collection, the net carryager of receivables approximates the fair valugHese assets.
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Fair Values of Financial Instruments

The fair values of the Company’s cash, accountsivable, and accounts payable approximate theiyicaramounts due to their short-term
nature.

Financial assets and liabilities measured at faue on a recurring basis are classified in onth®three following categories, which are
described below:

Level 1 — Valuations based on unadjusted quotezkprior identical assets in an active market.

Level 2 — Valuations based on quoted prices in miariwhere trading occurs infrequently or whoseeslare based on quoted prices of
instruments with similar attributes in active mdske

Level 3 — Valuations based on inputs that are uandable and involve management judgment and ourasgsamptions about market
participants and pricing.

Inventories

Inventory is valued at the lower of cost or markkgtermined on a first-in, first-out basis) andligies material, labor, and factory overhead.
The Company maintains allowances for estimated sthmwing and obsolete inventory to reflect the difece between the cost of inventory
and the estimated market value. Allowances for stwaving and obsolete inventory are determined thincau physical inspection of the prod
in connection with a physical inventory, a reviefsslmw-moving product, and consideration of activarketing programs. The market for
education furniture is traditionally driven by valunot style, and the Company has not typicallyiired significant obsolescence expenses. If
market conditions are less favorable than thosieipated by management, additional allowances neageljuired. Due to reductions in sales
volume in the past years, the Company’s manufaajuecilities are operating at reduced levels gfacity. The Company records the cost of
excess capacity as a period expense, not as a cempaf capitalized inventory valuation.

Property, Plant and Equipment

Property, plant and equipment are stated at axg,dccumulated depreciation. Depreciation andtaration are computed on the straight-line
method for financial reporting purposes based uperfollowing estimated useful lives:

Land improvements 5 to 25 years
Buildings and building improvements 5 to 40 years
Machinery and equipment 3 to 10 years
Leasehold improvements shorter of lease or useful life

The Company did not capitalize interest costs aisgfdahe acquisition cost of property, plant amgiipment for the years ended January 31,
2014 , 2013 and 2012 . The Company capitalizesdbeof significant repairs that extend the lifeaofasset. Repairs and maintenance that dc
not extend the life of an asset are expensed asrett Repair and maintenance expense was $1,69,1%10681,000 and $1,610,000 for fiscal
years endeJanuary 31, 2014, 2013 and 2012 , respectivelgréd@ation and amortization expense was $4,209,8d0368,000 and
$5,021,000 for the fiscal years ended January 314 22013 and 2012 , respectively.

The Company subleased space at one of its fasilitiea month-to-month basis during 2013 , 2012281d . Rental income was $40,000 for
fiscal 2013 , 2012, and 2011 .

The Company has established asset retirement tibligaelated to leased manufacturing facilitiea@eordance with Financial Accounting
Standards Board (FASB) Accounting Standard Codifica(ASC) Topic 410, “Asset Retirement and Envirental Obligations.” Accrued
asset retirement obligations are recorded at mstgmit value and discounted over the life of thedeAsset retirement obligations, included in
other non-current liabilities were $563,000 and4880 at January 31, 2014 and 2013, respectively.
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January 31,

2014 2013
Balance at beginning of period $ 554,000 $ 545,00(
Decrease in obligation — —
Accretion expense 9,00( 9,00(
Balance at end of period $ 563,000 $ 554,00(

Impairment of Long-Lived Assets

An impairment loss is recognized in the event factd circumstances indicate the carrying amouatlohglived asset may not be recoveral
and an estimate of future undiscounted cash flevissss than the carrying amount of the asset. nmgit is recorded based on the excess of
the carrying amount of the impaired asset ovefdhievalue. Generally, fair value represents thenpany’s expected future cash flows from
use of an asset or group of assets, discountedase @ommensurate with the risks involved.

Net Loss per Share

Basic net loss per share is calculated by dividiegloss by the weighted-average number of comrhares outstanding. Diluted net loss per
share is calculated by dividing net loss by theghtd-average number of common shares outstandlisghe dilution effect of convertible
securities. The following table sets forth the comagtion of basic and diluted loss per share:

In thousands, except per share data 2013 2012 2011
Numerator

Net loss $ 1,730 $ (3,830 $ (13,809
Denominator

Weighted-average shares — basic 14,62( 14,381 14,23t
Common equivalent shares from common stock optmaiswarrants — — —
Weighted-average shares — diluted (1) 14,62( 14,38 14,23t
Net loss per common share

Basic $ 012 $ 0.27) $ (0.979)
Diluted (0.12) (0.279) (0.9%)

(1) For the years ended January 31, 2014 , 20d2@h2 , approximately 180,000 , 119,000 and 563b@@es of common stock equivale
respectively, were excluded in the computationilofted net income per share, as the effect wouldriedilutive.

Environmental Costs

The Company is subject to numerous environmentad knd regulations in the various jurisdictionsvimch it operates that (a) govern
operations that may have adverse environmentatteffeuch as the discharge of materials into th@@mment, as well as handling, storage,
transportation and disposal practices for solid lzemhrdous wastes, and (b) impose liability fopoese costs and certain damages resulting
from past and current spills, disposals or othkrases of hazardous materials. Normal, recurripgeses related to operating the Company's
factories in a manner that meets or exceeds emaieatal laws and regulations are matched to theafgebducing inventory.

Despite our efforts to comply with existing lawsdaregulations, compliance with more stringent lawsegulations, or stricter interpretation of
existing laws, may require additional expenditurgsis, some of which may be material. We reserveuauts for such matters when
expenditures are probable and reasonably estimable.

Costs incurred to investigate and remediate enmmartal waste are expensed, unless the remediatiends the useful life of the assets
employed at the site. At January 31, 2014 and 288 Company had not capitalized any remediatastscand had not recorded any
amortization expense in fiscal years 2013 , 20122011 .

Advertising Costs
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Advertising costs are expensed in the period dunihigh the advertising space is run. Selling, gehand administrative expenses include
advertising costs of $1,246,000 in 2013, $1,103j6®012 , and $1,395,000 in 2011 . Prepaid athhegt costs reported as an asset on the
balance sheet at January 31, 2014 and 2013 , 4@ @0 and $248,000 , respectively.

Product Warranty Expense

The Company provides a product warranty on modywts. The standard warranty offered on produdtstioough January 31, 2005 is five
years. Effective February 1, 2005, the standardaméy was increased 10 years on products sold after February 1, 2B€®ctive February

1, 2014 the Company modified its warranty to at@dilifetime warranty. The new warranty effectivebFuary, 1, 2014 is not anticipated to
have a significant effect on warranty expense. Company generally provides that customers canrretutefective product during the
specified warranty period following purchase inleaege for a replacement product or that the Companyrepair the product at no charge to
the customer. The Company determines whether replact or repair is appropriate in each circumstaflte Company uses historic data to
estimate appropriate levels of warranty reservesaBse product mix, production methods, and raveriahsources change over time, historic
data may not always provide precise estimatesutoré warranty expense. The Company recorded wgrraserves of $1,000,000 and
$1,000,000 as of January 31, 2014 and 2013, rieplgc

Self-Insurance

In 2013 and 2012 , the Company was self-insuregifoduct and general liability losses up to $250,p8r occurrence, for workers’
compensation losses up to $250,000 per occurrandefor auto liability up to $50,000 per occurrenigeprior years the Company had been
self-insured for workers’ compensation, automolpleduct, and general liability losses. Actuarigsist the Company in determining its
liability for the self-insured component of claimeghich have been discounted to their net presdoeuailizing a discount rate of 0.50% in
2013 and 0.50% in 2012 .

Stock-Based Compensation Plans

The Company recognizes stock-based compensatidfiocahares that are expected to vest, on a btréifee basis, over the requisite service
period of the award.

Reclassifications

Certain reclassifications have been made to ther paar balance sheet to conform to the current gessentation. Reclassifications did not
have a material impact to the balance sheet oltsesfuoperations.

The Company reclassified $760,000 in pension seéle costs in 2012 from Selling, General and Adstiative expenses to Restructuring
expenses on the Statement of Operations to cortfothe current year presentation and to maintamparability among the periods presented
In 2011 and 2013 the Company incurred severansts es well as pension settlement costs which alseebeen classified as Restructuring
expenses.

Accumulated Other Comprehensive Income (Loss), Ne&tf Tax
The following table summarizes the changes in acdated balances of other comprehensive income)(fosshe year ended January 31, 2(
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Pension and Post-retirement

Benefits
Balance as of January 31, 2013 $ (15,98¢)
Amounts reclassified from AOCI, net of tax 2,00¢
Balance as of January 31, 2014 $ (23,980

The reclassification out of AOCI for the year endeduary 31, 2014:
Amount reclassified from

AOCI

Amortization of defined benefit pension and posteetent plan items:

Amortization prior service cost $ —

Expected return on plan assets (391) See Note 4
Actuarial Gain / (Loss) 1,00: See Note 4
Amortization of net actuarial loss 1,54¢ See Note 4
Pension adjustments 924 See Note 4
Total before tax 3,08«

Tax effect (1,079¢)

Net of tax $ 2,00¢

Revenue Recognition

The Company recognizes revenue in accordance W8BFASC Topic 605, “Revenue Recognition.” Reversigeicognized when title passes
under its various shipping terms, when installagervices are complete, and when collectabilitg#&sonably assured. The Company reports
sales net of sales returns and allowances andtsales imposed by various government authoritié®rerapplicable. In most instances, the
Company sells furniture on bids and contracts, tvinay include multiple elements. For sales thdtiohe freight to the customer, many sales
are delivered on the same day shipped, with arageedelivery being in route for 1 to 3 days. Iratadn, which involves carrying the furniture
to the classroom and setting the desks and clmapigace, typically occurs the day the furnitureédivered.

In accordance with ASC 605, 25, “Revenue Recognitiblultiple-Element Arrangements,” revenue arrangats with multiple deliverables
are generally accounted for by the Company on eaued unit of accounting as our customers contuolability to deliver and install the
furniture, and as a result the furniture delivemd anstallation are generally provided at the séime. We recognize the consideration for the
combined unit of accounting once the final item basn delivered and installed.

Shipping and Installation Fees

Revenues related to shipping and installationretuded in net sales. For the fiscal years endedals 31, 2014 , 2013 and 2012 , shipping
and installation costs of approximately $14,576,0805,040,000 and $15,804,000 , respectively, weaded in selling, general and
administrative expenses.

Accounting for Income Taxes

The Company recognizes deferred income taxes uhdexrsset and liability method of accounting faoime taxes in accordance with the
provisions of FASB ASC Topic 740, “Accounting fardome Taxes.” Deferred income taxes are recogriaetifferences between the
financial statement and tax basis of assets ahilifi@s at enacted statutory tax rates in effectthe years in which the differences are expecte
to reverse. The effect on deferred taxes of a ahamtpx rates is recognized in income in the pktiat includes the enactment date. A
valuation allowance against deferred tax assetcirded when it is determined to be more likebnthot that the asset will not be realized.

2. New Accounting Pronouncements
In June 2011, the FASB issued accounting guidapckting the presentation format of comprehensigerire. The guidance provided t
options for presenting net income and other congmsive income. The total of comprehensive incotme,components of net income and

components of other comprehensive income may tsepted in either a single continuous
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statement of comprehensive income or in two sepdrat consecutive statements. The Company addpeedew guidance beginning Febrt
1, 2013. The guidance did not have a material itmpat¢he Company's financial statements.

In January 2013, the FASB issued accounting guielatarifying the scope of disclosures about ofisgtassets and liabilities. This guidanc
effective for annual reporting periods beginningoorafter January 1, 2013, and interim periods iwithose annual periods. The Company
not expect the adoption to have a material impagtwfiscal 2013 financial statements.

In February 2013, the FASB issued accounting gudamtended to improve the reporting classificatioout of accumulated ott
comprehensive income of various components. Thidamee was effective for annual periods, and inteperiods within those perio
beginning after December 15, 2012. The Companytaddpe new guidance beginning February 1, 20Eb#ginning of the Company's 2(
fiscal year.

In July 2013, the FASB issued accounting guidarncéhe financial statement presentation of an urgeiezed tax benefit when a net opera
loss carryforward, or similar tax loss, or a taxrgforward exists. The guidance is effective fonaal reporting periods beginning on or &
December 15, 2013, and interim periods within trerseual periods. The Company does not expect thgtiath to have a material impact or
fiscal 2014 financial statements.

3. Debt

Outstanding balances (in thousands) for the Conipdogg-term debt were as follows:

January 31,
In thousands, except per share data 2014 2013
Revolving credit line $ 8,24¢ % 4,05:¢
Other — —
Total debt 8,24¢ 4,05:%
Less current portion 2,24¢ 4,05
Non-current portion $ 6,00 $ =

On December 22, 2011 (the Closing Date), the Compad Virco Inc., a wholly owned subsidiary of @empany (Virco and, together with
the Company, the Borrowers) entered into a Revgl@redit and Security Agreement (the Credit Agresiineith PNC Bank, National
Association, as administrative agent and lendelQP®n June 15, 2012, the Borrowers entered inteadment No. 1 (Amendment No. 1) to
the Credit Agreement which, among other thingsigased the borrowing availability thereunder byo$8,000 for the period from May 1
through July 14 of each year. On July 27, 2012 Bbeowers entered into Amendment No. 2 (AmendniNmt?2) to the Credit Agreement
which, among other things, reduced the minimum BEBATinancial covenant contained therein for theefaonsecutive months ending June
2012 from $1,600,000 to $300,000 . On Septembe2dP?, the Borrowers entered into Amendment NAArBgndment No. 3) to the Credit
Agreement which, among other things, modified theimum EBITDA covenant for the balance of the fispaar. On December 6, 2012, the
Borrowers entered into Amendment No. 4 (Amendmemnt4 to the Credit Agreement which, among otherg, waived the violation of the
minimum EBITDA and minimum tangible net worth coess at October 31, 2012 and eliminated the minirEBiTDA covenant at
November 30, 2012. On March 1, 2013, the Borrowatsred into Amendment No. 5 (Amendment No. SheCGredit Agreement, whic
among other things modified the minimum tangiblewerth covenant for the periods from January 31,2to January 31, 2014, modified the
minimum EBIDTA covenant for certain periods to Jary31, 2014 and waived the violation of the minfimBBITDA covenant for the eleven
consecutive fiscal month period ending Decembe2812. On January 9, 2014 the Borrowers enteredAntendment No. 6 (Amendment M
6) to the Credit Agreement, which, among otherghjramended the definition of “Peak Season” anckased the peak season borrowing
capacity. On April 15, 2014 the Borrowers entergd Amendment No. 7 (Amendment No. 7) to the CrAditeement, which, among other
things, extended the maturity date of the Creditegnent for three years until December 22, 20dyaed the maximum availability under 1
Credit Agreement by $10,000,000 to $50,000,000y&dhthe violation of the minimum EBITDA covenantlanuary 31, 2014, waived the
violation of the fixed charge coverage ratio coverat January 31, 2014, included levels for theimimn tangible net worth financial covenant
and a minimum EBITDA financial covenant for fisgalar 2014 and the minimum fixed charge coveragde wattil the maturity date of the
Credit Agreement.
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The Credit Agreement provides the Borrowers witteaured revolving line of credit (the Revolving ditd-acility) of up to $50,000,000 , with
seasonal adjustments to the credit limit and stlbgelborrowing base limitations, and includes a-burit of up to $3,000,000 for issuances of
letters of credit. The Revolving Credit Facilityds asset-based line of credit that is subjectiioreowing base limitation and generally
provides for advances of up to 85% of eligible arts receivable, plus a percentage equal to tiseled 60%of the value of eligible invento

or 85% of the liquidation value of eligible invengpplus an amount ranging from $6,000,000 to $2@,000 from March 1 through July 31 of
each year, minus undrawn amounts of letters ofittaed reserves. The Revolving Credit Facilityeswed by substantially all of the
Borrowers' personal property and certain of ther®wers' real property. The principal amount outdtag under the Credit Agreement and any
accrued and unpaid interest is due no later thareber 22, 2017, and the Revolving Credit Fadiityubject to certain prepayment penalties
upon earlier termination of the Revolving Creditiity. Prior to the maturity date, principal amdsmutstanding under the Credit Agreement
may be repaid and reborrowed at the option of thiedBvers without premium or penalty, subject torbasing base limitations, seasonal
adjustments and certain other conditions.

On the Closing Date, the Borrowers drew down apipnately $9,800,000 under the Revolving Credit Rcib repay in full all indebtedness
outstanding under its prior revolving facility gowed by the Second Amended and Restated CredieAwrst dated as of March 12, 2008, as
amended, by and between the Company and Wells Bamgk, National Association, and to pay fees ambazes related to the Credit
Agreement. The Company intends to utilize the Rawgl Credit Facility for liquidity and working caail purposes.

The Revolving Credit Facility bears interest, & Borrowers' option, at either the Alternate BaateRas defined in the Credit Agreement) or
the Eurodollar Currency Rate (as defined in thed€#greement), in each case plus an applicablgmalhe applicable margin for Alternate
Base Rate loans is a percentage within a range/6#®to 1.75% and the applicable margin for Eurodollar CurreR@agte loans is a percente
within a range of 1.75% to 2.75% ,%, in each caset on the EBITDA of the Borrowers at the endamhefiscal quarter, and may be
increased at PNC's option by 2.0% during the coatiige of an event of default. Accrued interest wapect to principal amounts outstanding
under the Credit Agreement is payable in arreara oronthly basis for Alternative Base Rate loang, @ the end of the applicable interest
period but at most every three months for Eurodd@larrency Rate loans.

The Credit Agreement contains a covenant that derhie Company from issuing dividends or makinghpenyts with respect to the Company's
capital stock, and contains numerous other coverthat limit under certain circumstances the abditthe Borrowers and their subsidiaries to
among other things, merge with or acquire otheitiestincur new liens, incur additional indebtesisierepurchase stock, sell assets outside of
the ordinary course of business, enter into traimawith affiliates, or substantially change tfeneral nature of the business of the Borron
taken as a whole. The Credit Agreement also resgjtire Company to maintain the following financiaintenance covenants: (1) a minimum
tangible net worth amount, (2) a minimum fixed @feacoverage ratio, and (3) a minimum EBITDA amoimgach case as of the end of the
relevant monthly, quarterly or annual measuremenbgd. As of January 31, 2014 the Credit Agreemeqtired the Company to maintain: (1)
a minimum tangible net worth of at least $22,368,af the fiscal quarter ending January 31, 20 a minimum fixed charge coverage ratio
of at least 1.00 to 1.00 for the four consecutisedl quarters ending January 31, 2014 , and @nhanum EBITDA amount of $5,593,000 for
the twelve consecutive fiscal months ending Jan8an2014 . The actual results of the Company vesipect to the foregoing financial
covenants for the period ending January 31, 2014 ae follows: (1) the Company maintained a tamgitdt worth of $27,605,000r the fisca
year endindJanuary 31, 2014 , (2) the Company maintainedealfoharge coverage ratio of less than 0.00 tofbiOe four consecutive fiscal
quarters ended January 31, 2014 , and (3) the Quygazhieved EBITDA of $3,301,000 for the twelve seautive fiscal months ending
January 31, 2014 . Therefore the Company was iatiam of its minimum fixed charge coverage ratimaninimum EBITDA covenants for

the relevant period ending January 31, 2014 . Heweas noted above, on April 15, 2014 the Compautgred into Amendment No. 7, which
waived the violation of the minimum EBITDA covenaitlanuary 31, 2014, waived the violation of theimum fixed charge coverage ratio
covenant at January 31, 2014, included levelsifemiinimum tangible net worth financial covenand &me minimum EBITDA financial
covenant for fiscal year 2014 and the minimum figedrge coverage ratio until the maturity datehef €redit Agreement

In addition, the Credit Agreement contains a cléawn provision that requires the Company to rechareowings under the line to less than
$6,000,000 for a period of 66onsecutive days each fiscal year. The Compangvesl that normal operating cash flow will alloviatmeet the
clean down requirement with no adverse impact erGbmpany's liquidity. Other than as noted abouh véspect to the minimum EBITDA
covenant and the minimum tangible net worth coverthe Company was in compliance with its covenantanuary 31, 2014 .

Events of default (subject to certain cure periadg other limitations) under the Credit Agreemeuwtude, but are not limited to, (i) non-
payment of principal, interest or other amounts dnder the Credit Agreement, (ii) the violationtefms, covenants, representations or
warranties in the Credit Agreement or related ldaocuments, (i) any event of default under agresismigoverning certain indebtedness of the
Borrowers and certain defaults by the Borrowersenrmmdher agreements that
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would materially adversely affect the Borrowers) @iertain events of bankruptcy, insolvency or ii@tion involving the Borrowers, (V)
judgments or judicial actions against the Borrowersxcess 0$250,000 , subject to certain conditions, (vi) fdiéure of the Company to
comply with Pension Benefit Plans (as defined en@medit Agreement), (vii) the invalidity of loalmcuments pertaining to the Credit
Agreement, (viii) a change of control of the Borera and (ix) the interruption of operations of afiyhe Borrowers' manufacturing facilities
for five consecutive days during the peak seasdifteen consecutive days during any other timéjett to certain conditions.

Pursuant to the Credit Agreement, substantiallpfathe Borrowers' accounts receivable are autaalitiand promptly swept to repay amot
outstanding under the Revolving Credit Facility npeceipt by the Borrowers. Due to this automadjaitlating nature of the Revolving Credit
Facility, if the Borrowers breach any covenantjate any representation or warranty or suffer @miletation in their ability to borrow pursuant
to the borrowing base calculation, the Borrowery mat have access to cash liquidity unless provideBNC at its discretion. In addition,
certain of the covenants and representations andmtéges set forth in the Credit Agreement contarited or no materiality thresholds, and
many of the representations and warranties mustleand correct in all material respects upon éachowing, which the Borrowers expect to
occur on an ongoing basis. There can be no assuthatthe Borrowers will be able to comply withsalch covenants and be able to continue
to make such representations and warranties onguirgg basis.

The Company's line of credit with PNC is structureghrovide seasonal credit availability during @empany's peak summer season. The
Company believes that the Revolving Credit Faciltlf provide sufficient liquidity to meet its capil requirements in the next 12 months.
Approximately $10,919,000 was available for bornagvas of January 31, 2014 .

The descriptions set forth herein of the Creditéfgment, Amendment No. 1, Amendment No. 2, AmendiNenB, Amendment No. 4,
Amendment No. 5, Amendment No. 6 and AmendmentMare qualified in their entirety by the terms o€ls agreements, each of which has
been filed with the Securities and Exchange Conioniss

As of January 31, 2014, long-term debt repaymemtspproximately as follows (in thousands):

Year ending January 31,
2015 $ 2,24¢
2016 6,00(
2017 =
2018 —
2019 =
Thereafter —

Management believes that the carrying value of dpptoximated fair value at January 31, 2014 ari82@s all of the long-term debt bears
interest at variable rates based on prevailing etaré&nditions.

4. Retirement Plans
Pension Plans

The Company maintains three defined benefit pengians, the Virco Employees Retirement Plan (“Eme®Plan”), the Virco Important
Performers Retirement Plan (“VIP Plan”), and thenNomployee Directors Retirement Plan (“DirectorarP). The Company and its
subsidiaries cover all employees under the Empl®&fer, which is a qualified noncontributory defifehefit retirement plan. Benefits under
the Employee Plan are based on years of serviceaeédr average earnings. Benefit accruals unddenployee Plan were frozen effective
December 31, 2003.

The Company also provides a supplementary retireplan for certain key employees, the VIP Plan. Vite Plan provides a benefit up to
50% of average compensation for the last five ygmatise VIP Plan, offset by benefits earned untderEmployee Plan. The VIP Plan benefits
are secured by a life insurance program. The aasbreler values of the policies securing the ViéhRiere $3,238,000 and $3,008,000 at
January 31, 2014 and 2013, respectively. Thedestasender values are included in other asseateinonsolidated balance sheets. The
Company maintains a rabbi trust to hold asset$e@l® the VIP Retirement Plan and a Split $ Lifsurance Plan. Substantially all assets
securing the VIP Plan are held in the rabbi tBenefit accruals under the VIP Plan were frozeaatife December 31, 2003.

In April 2001, the board of directors establishiee Directors Plan, a non-qualified plan for non-tayee directors of the Company. The
Directors Plan provides a lifetime annual retiretr@anefit equal to the director’'s annual retairegr for the
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fiscal year in which the director terminates hier position with the board, subject to the divegroviding 10 years of service to the
Company. At January 31, 2014 , the Directors Pldmdt hold any assets. Benefit accruals undebihectors Plan were frozen effective
December 31, 2003.

The annual measurement date for all plans forifoalfyears ended January 31, 2014 , 2013, and i2Qlanuary 31 . Effective December 31,
2003, the Company froze all future benefit accrualder the plans. Employees can continue to vastruhe benefits earned to date, but no
covered participants will earn additional benefitsler the plan freeze.

Accounting policy regarding pensions requires managnt to make complex and subjective estimatesassuimptions relating to amounts
which are inherently uncertain. Three primary egoimoassumptions influence the reported values af phbilities and pension costs. The
Company takes the following factors into consideratdiscount rate, assumed rate of return andafatgcrease in compensation.

The discount rate represents an estimate of teeofatturn on a portfolio of high-quality fixedegame securities that would provide cash flow:
that match the expected benefit payment stream fnenplans. When setting the discount rate, the i2my utilizes a spot-rate yield curve
developed from high-quality bonds currently avdialhich reflects changes in rates that have oeduswer the past year. This assumption is
sensitive to movements in market rates that haearoed since the preceding valuation date, anctbex, may change from year to year.

Because the Company froze future benefit accrualalf three defined benefit plans, the compensaatiorease assumption had no impact on
pension expense, accumulated benefit obligatiggrajected benefit obligation for the period endaduhry 31, 2014 , 2013 or 2012 .

The assumed rate of return on plan assets repsememstimate of long-term returns available t@#tors who hold a mixture of stocks, bonds,
and cash equivalent securities. When setting peeted return on plan asset assumptions, the Congumansiders long-term rates of return on
various asset classes (both historical and foredassing data collected from various sources gdlgeegarded as authoritative) in the contex
of expected long-term average asset allocationgSatefined benefit pension plan. Two of the Compadefined benefit pension plans (the
VIP Plan and the Directors Plan) are executive figplans that are not funded and are subjectéoGbmpany's creditors. Because these plan
are not funded, the assumed rate of return hasipadt on pension expense or the funded status gfléims.

The Company maintains a trust for and funds theiperobligations for the Employee Plan. The bodrdi@ctors appoints a Retirement Plan
Committee that establishes a policy for investnagrt funding strategies. Approximately 70% of thestiassets are managed by investment
advisors and held in common trust funds with thart@e managed by the Retirement Plan Committee REtigement Plan Committee has
established target asset allocations for its imaest advisors, who invest the trust assets in i@tyaof institutional collective trust funds. The
long-term asset allocation target provided to theestment advisors is 80% stock and 20% bond, mvékimum allocations of 80% large cap
stocks, 30% small cap stocks, and 30% internatistoek. The Company has established a custom bemrkhderived from a variety of stock
and bond indices that are weighted to approxinteteasset allocation provided to the investmentsadsi The investment advisors'
performance is compared to the custom index asopéine evaluation of the investment advisors' gantince. The Retirement Plan Committee
receives monthly reports from the investment adgismd meets periodically with them to discuss sttwent performance.

At January 31, 2014 and 2013, the amount of the pbksets invested in bond or short-term investfoents was 12% and 8% , respectively,
and the balance of the trust was held in equitg$uor investments. The trust does not hold any Gomygtock.

During 2011, two events significantly impacted gesnsion plans. The first event was a reductiohéndiscount rate utilized to calculate
pension plan obligations. The reduction in discaate caused the liability for pension obligatit@msncrease by approximately $3.7 million,
$1.4 million, and $26,000 for the Employee Plae, WP Plan, and the Directors Plan, respectivehe hcrease in liability resulted in a
comparable increase to Accumulated Other Comprérehscome (“AOCI"). The second event was a $2.0iam settlement charge for the
Employee Plan. As part of a restructuring plan,Geenpany offered early retirement benefits to alptoyees who voluntarily severed their
employment with the Company. Although the earlyreatent benefit was paid in cash and did not inelady additional benefits payable from
a retirement plan, the benefit formula was strueduo reward employees with significant years ofise, the same employees who would h
earned retirement benefits prior to the Employem Bieeze in 2003. The pension trust made sigmifitanp sum distributions to participants
in the latter part of the year, resulting in settémt charges in the third and fourth quarters. Beedhe VIP Plan and Director Plan do not allow
lump sum payments, there was no similar settlemieatge required.

During 2012 the pension plans were impacted by#mee events of 2011, but to a lesser extent. Actigdtuin the discount rate caused the
liability for pension obligations to increase bypamximately $2.0 million , $0.3 million , and $10@for the Employee Plan, the VIP Plan, and
the Directors Plan, respectively. The increasdainility resulted in a comparable increase to
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AOCI. As a result of large distributions paid frdhe Employee Plan, a $760,000 settlement chargéoEmployee Plan was recorded in the
fourth quarter.

During 2013 the pension plans were impacted bylaation in force. Although the severance benefiis waid in cash and did not include any
additional benefits payable from a retirement ptar,severance included employees with vested pehgnefits. The pension trust made
significant lump sum distributions to participairighe latter part of the year, resulting in settét charges in the third and fourth quarters.
During 2013, the pension liability decreased dumdoeased discount rates, offset by an increa$iehility due to the adoption of a new
mortality table.

It is the Company's policy to contribute adequatalf to the trust accounts to cover benefit paysnendler the VIP Plan and Directors Plan
and to maintain the funded status of the Employar & a level which is adequate to avoid signifiagstrictions to the Employee Plan under
the Pension Protection Act of 2006. The Companyrinrted $1.8 million , $2.0 million , and $1.9 toh , to the trust in 2013, 2012, and
2011, respectively. Contributions during 2014 wi#pend upon actual investment results and bersfinpnts, but are anticipated to be
approximately $2.4 million . During 2013, 2012, &@il1, the Company paid approximately $564,0006 1$80 and $451,000 respectively, in
benefits per year under the non-qualified plans dinticipated that contributions to non-qualifigdns will be approximately $710,000 for
2014. At January 31, 2014, accumulated other conemsve loss of approximately $16.4 million ( $1¢hillion net of tax) is attributable to t
pension plans.
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The following tables sets forth (in thousands)filreded status of the Company’s pension plans atatsr81, 2014 , and 2013 :

Change in Benefit Obligation
Benefit obligation at beg. of year $

Service cost

Interest cost

Participant contributions
Amendments

Actuarial losses (gains)
Plan settlement

Benefits paid

Benefit obligation at end of year $

Change in Plan Assets
Fair value at beg. of year $
Actual return on plan assets
Company contributions
Settlements

Benefits paid

Fair value at end of year $

Funded Status

Unfunded status of the plan $

Amounts Recognized in Statement of Financial
Position

Current liabilities

Non-current liabilities

Accrued benefit cost $

Amounts Recognized in Statement of Financial
Position and Operations

Accrued benefit liability $
Accumulated other comp. loss (gain)

Net amount recognized $

Items not yet Recognized as a Component of Net
Periodic Pension Expense, Included in AOCI

Unrecognized net actuarial loss (gain) $
Unamortized prior service costs

Net initial asset recognition

Employee Plan VIP Plan Directors Plan
1/31/2014 1/31/2013 1/31/2014 1/31/2013 1/31/2014 1/31/2013

32,84( 29,58: $ 8,05¢ 8,07¢ 46¢ 48(
1,312 1,29¢ 33C 352 18 2C
59€ 3,951 (17¢€) 17t (29 (23)
(2,149 (1,477 — — — —
(531) (51€) (54€) (552) 18) )
32,06¢ 32,84 $ 7,662 8,05¢ 43¢ 46¢
16,87¢ 14,80¢ $ — — — —
2,12z 2,03t — — — —
1,85( 2,02t 54€ 552 18 9
(2,148 (1,477 — — — —
(531) (51€) (54€) (552) (18) )
18,16¢ 16,87¢ % = = = =
(13,907) (15,965H $ (7,662) (8,059 (439 (46¢)
— — (584) (570 (66) (62)
(13,907 (15,969 (7,079 (7,489 379 (407)
(13,907) (15,965H $ (7,662) (8,059 (439 (46¢)
(13,907) (15,965H $ (7,662) (8,059 (439 (46¢)
14,23t 16,90¢ 2,25¢ 2,65¢€ (75) (61)
334 941 % (5,409 (5,399 (514 (529
14,23t 16,90¢ $ 2,25¢ 2,65¢ (75) (612)
$ 14,23t 16,90¢ $ 2,25¢ 2,65¢ (75) (61)
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Employee Plan VIP Plan Directors Plan

1/31/2014 1/31/2013 1/31/2014 1/31/2013 1/31/2014 1/31/2013
Other Changes in Plan Assets and Benefit ObligatiamRecognized in Other Comprehensive Income
Net loss (gain) $ 407) $ 2,89 $ e s 17t $ 29 $ (29
Prior service cost _ _ — _ _
Amortization of (loss) gain (2,269 (2,189 (222) (20%) 14 —

Amortization of prior service cost (credit) _ _ _ — — —

Amortization of initial asset _ _ _ — — —

Total recognized in other comprehensive
income $ (2,67) % 711 % (39¢) % (30) % (15 $ (23

Items to be Recognized as a Component of 20:
Periodic Pension Cost

Prior service cost $ — % — % — % — % — 3 —
Net actuarial loss (gain) 1,13¢ 1,391 17¢ 222 (31) (14
$ 1,13¢ $ 1,391 $ 17¢ $ 22z $ 3) $ (14)
Supplemental Data
Projected benefit obligation $ 32,06¢ % 32,840 $ 7.66: % 8,05 $ 43¢ $ 46¢
Accumulated benefit obligation 32,06¢ 32,84( 7,66: 8,05¢ 43¢ 46¢
Fair value of plan assets 18,16¢ 16,87t — — — —
Components of Net Cost
Service cost $ — % — % — % — % — 3 —
Interest cost 1,312 1,29¢ 33C 352 18 20
Expected return on plan assets (1,119 (979 — — _ _

Amortization of transition amount _ _ _ _ _ _
Recognized (gain) loss due to curtailments _ — — — _ _

Amortization of prior service cost _ — — — — _

Recognized net actuarial loss 2,26¢ 2,18¢ 222 20t (14) —
Benefit cost $ 2,451 % 250 % 55z $ 557 $ 4 % 20
Estimated Future Benefit Payments
FYE 01-31-2015 $ 4,86 $ 584 $ 66
FYE 01-31-2016 1,96¢ 34t 60
FYE 01-31-2017 2,45¢ 32¢ 55
FYE 01-31-2018 1,47¢ 31¢ 48
FYE 01-31-2019 1,87¢ 33¢ 44
FYE 01-31-2020 to 2024 8,63t 1,79¢ 14¢
Total $ 21,27( $ 3,70t $ 42z

Weighted Average Assumptions to Determine
Benefit Obligations at

Year-End
Discount rate 4.25% 4.0(% 4.7%% 4.25% 4.25% 4.0(%
Rate of compensation increase N/A N/A N/A N/A N/A N/A

Weighted Average Assumptions to Determine
Net Periodic Pension Cost

Discount rate 4.0(% 4.5(% 4.25% 4.5(% 4.0(% 4.5(%
Expected return on plan assets 6.5(% 6.5(% N/A N/A N/A N/A
Rate of compensation increase N/A N/A N/A N/A N/A N/A
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Fair Value Measurements of Plan Assets
Employee Plan

1/31/2014 1/31/2013
Level 1 Measurement
Cash & Cash Equivalents $ 372 % 26¢
Common Stock 5,08t 4,37¢
Total Level 1 $ 5457 % 4,64
Level 2 Measurement
Bond Index Fund $ 354 $ 162
Core Bond CIT Fund 1,172 972
US Aggregate Bond Index Fund 35& 22¢
Large Cap Growth Index Fund 3,75¢ 3,80¢
Large Cap Value Index Fund 2,76 3,03¢
Russell 2000 Index Fund 1,60z 1,461
International Equity Index Fund 1,35¢ 1,17¢
Managed Investment Fund 93¢ 773
Vanguard MSCI Emerging Markets Fund 40¢ 60¢€
Total Level 2 $ 12,71.  $ 12,23:
Level 3 Measurement
None N/A N/A

401(k) Retirement Plan

The Company’s retirement plan, which covers all.\&/@ployees, allows participants to defer from 8%@% of their eligible compensation
through a 401(k) retirement program. Through Decam®d, 2001, the plan included an employee stoakeoship component. The plan
continues to include Virco stock as one of the gtreent options. At January 31, 2014 and 2013 plée held 771,070 shares and 783,154
shares of Virco stock, respectively. For the figers ended January 31, 2014 , 2013 and 2018, wWas no employer match and therefore nc
compensation cost to the Company.

Life Insurance

The Company provided current and post-retireméaiisurance to certain salaried employees witlt-dpllar life insurance policies under the
Dual Option Life Insurance Plan. Effective Janu2®@4, the Company terminated this plan for activpleyees. Cash surrender values of t
policies, which are included in other assets incbesolidated balance sheets, were $3,076,000&%08%000 at January 31, 2014 and 2013,
respectively. The Company maintains a rabbi trusiaid assets related to the Dual Option Life lasge Plan. Substantially all assets securin
this plan are held in the rabbi trust. As of Jagdr, 2014 and 2013 , the Company has purchaseth§ifirance on the lives of the participants
that will pay death benefits of approximately $R3®0 and $5,870,000 , respectively.

The following sets forth the Company's change atlldenefits payable during the years ended Jardiarg014 and 2013:

1/31/2014 1/31/2013
Liability beginning of year $ 2,316,000 $ 2,074,00!
Accretion expense 85,00( 292,00(
Present value of death benefits paid — (50,000
Liability end of year $ 2,401,000 $ 2,316,00!

5. Stock-Based Compensation and Stockholders’ Right

Stock Incentive Plans
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The Company's two stock plans are the 2011 Empl8yeek Incentive Plan (the “2011 Plargid the 2007 Employee Incentive Stock Plan
“2007 Plan”). Under the 2011 Plan, the Company grayt an aggregate of 1,000,000 shares to its gregsoand non-employee directors in
the form of stock options or awards. Restrictedlstr stock units awarded under the 2011 Plan>greresed ratably over the vesting period of
the awards. The Company determines the fair vdlits cestricted stock unit awards and related censation expense as the difference
between the market value of the awards on theafajeant less the exercise price of the awardstgdamhe Company granted 99,430 awards
during fiscal 2013. As of January 31, 2014 , theeee approximately 349,320 shares available farrutssuance under the 2011 Plan.

Under the 2007 Plan, the Company may grant an ggtgef 1,000,000 shares to its employees ancenguieyee directors in the form of stc
options or awards. Restricted stock or stock umitarded under the 2007 Plan are expensed rataefytloa vesting period of the awards. The
Company determines the fair value of its restrigiettk unit awards and related compensation expehdee difference between the market
value of the awards on the date of grant lessxbecese price of the awards granted. The Compaagtgd 0 awards during fiscal 2013 . As of
January 31, 2014 , there were approximately 133b&bes available for future issuance under the Z0&7.

The shares of common stock issued upon exerciagomviously granted stock option are considerediasuances from shares reserved for
issuance upon adoption of the various plans. Wh#éeCompany does not have a formal written polietading such issuance, it requires that
the option holders provide a written notice of to the stock plan administrator and paymenttfe shares prior to issuance of the shares

Accounting for the Plans

A summary of the Company’s stock option activitydaelated information for the years ended Jan@arys as follows:

2014 2013 2012
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Options Price Options Price Options Price

Outstanding at beginning of year —  $ — — — 12,10C $ 8.82
Granted — — — — — —
Exercised — — — — — —
Forfeited — — — — (12,100 —

Outstanding at end of year — — — — — _
Exercisable at end of year — — — — — —

The data included in the above table has beeraattvely adjusted, if applicable, for stock dividisn
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Restricted Stock Unit Awards
The following table presents a summary of restda®ck and stock unit awards:

Unrecognized

Compensation
Expense for 12 months ended Cost at
Terms of

Date of Grants Units Granted Vesting 1/31/2014 1/31/2013 1/31/2012 1/31/2014
2011 Stock Incentive Plan

12/3/2013 10,000 1 year $ 6,000 $ — — 3 13,00(
12/3/2013 18,000 5 year 1,00( — — 36,00(
6/25/2013 71,430 1 year 100,00( — — 50,00(
6/19/2012 31,250 1 year 17,00( 33,00( — —
6/19/2012 520,000 5 year 160,00( 111,00( — 523,00(
2007 Stock Incentive Plan

6/19/2012 78,125 1 year 41,00( 82,00( — —
3/21/2012 40,000 Immediate — 80,00( — —
6/21/2011 68,960 1 year — 67,00( 133,00( —
6/8/2010 56,455 1 year — — 58,00( —
6/16/2009 382,500 5 year 198,00( 226,00( 235,00t 62,00(
6/19/2007 262,500 5 year — 99,00( 309,00t —
Totals for the period $ 523,000 $ 698,000 $ 735,000 $ 684,00(

A summary of the Company’s restricted stock uniaedg activity, and related information for the éoling years ended January 31, is as
follows:

2014 2013 2012
Weighted- Weighted- Weighted-
average fair average fair average fair
value of value of value of
Restricted restricted Restricted restricted Restricted restricted
stock units stock units stock units stock units stock units stock units
Outstanding at beginning of year 743,370 % 1.8¢ 290,96( $ 3.8C 467,45 $ 4.1¢
Granted 99,43( 2.01 669,37! 1.62 68,96( 2.8¢
Vested (260,37} 2.01 (204,96() 3.62 (178,45Y 4.2¢
Forfeited (38,000 2.0C (22,000 3.5C (67,000 4.31
Outstanding at end of year 544,43( 1.87 743,37" 1.8¢ 290,96( 3.8C
Weighted-average fair value of restricted
stock units granted during the year $ 2.07 $ 1.6 $ 2.8¢

The aggregate fair value of restricted stock uwirs vested during fiscal years 2013, 2012 and 2@ds $523,000 , $744,000 and $766,000
respectively.

Stockholders’ Rights

On October 15, 1996, the Board of Directors dedardividend of one preferred stock purchase (gig “Rights”) for each outstanding share
of the Company’s common stock. Each of the Rightgles a stockholder to purchase for an exercige pf $50.00 ( $20.70 , as adjusted for
stock splits and stock dividends), subject to adjest, one one-hundredth of a share of Series od®articipating Cumulative Preferred
Stock of the Company, or under certain circumstsnseares of common stock of the Company or a ssoceompany with a market value
equal to two times the exercise price. The Righesnat exercisable, and would only become exertgdab all other persons when any person
has acquired or commences to acquire a benefit@aiast of at least 20% of the Company’s outstajndommon stock. The Rights have no
voting privileges, and may be redeemed by the BoaRirectors at a price of $.0Qfer Right at any time prior to the acquisition dfeneficial
ownership of 20% of the outstanding common stotier& are 200,000 shares, ( 483,153 shares asatljusstock splits and stock dividends)
of Series A Junior Participating Cumulative PreddrStock reserved for issuance upon exercise digfets. On July 31, 2007, the Company
and Mellon Investor Services LLC entered into areadment to the Rights Agreement
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governing the Rights. The amendment, among otlegshextended the term of the Rights issued uthdgeRights Agreement to October 25,
2016 , removed the dead-hand provisions from tightRiAgreement, and formally replaced the formeghi Agent, The Chase Manhattan
Bank, with its successor-in-interest, Mellon Inees$ervices LLC.

6. Income Taxes

The income tax expense (benefit) for the last tlyesas is reconciled to the statutory federal inedax rate using the liability method as
follows (in thousands):

Year ended January 31,

2014 2013 2012

Statutory $ (929 $ a,379 $ (4,679
State taxes (net of federal tax) 47 (129 (799
Change in valuation allowance (259 1,48( 6,04:
State rate adjustment 82 49 (28¢)
Change in unrecognized tax benefits (32 (24¢) (169
Other 17€ 5 (693

$ (1,009 $ (209 ¢ 55

Significant components of the expense (benefitjrfoome taxes (in thousands) attributed to contiguiperations are as follows:

Year ended January 31,

2014 2013 2012
Current

Federal $ 1 3 — $ =
State (29) (275 179
(29 (275) (179

Deferred
Federal (759) (1,199 (4,58))
State 23 (229 (1,235
(730) (1,415 (5,81¢)
Change in Valuation Allowance (250 1,481 6,04
(980) 66 22¢
$ (2,009 % (209) $ 58

Deferred tax assets and liabilities (in thousamds)comprised of the following:

Year ended January 31,

2014 2013
Deferred tax assets
Accrued vacation and sick leave $ 91z $ 83C
Retirement plans 8,96( 10,34:
Insurance reserves 95€ 1,19:
Warranty 481 451
Net operating loss carryforwards 12,49« 12,07:
Intangibles 207 272
Inventory 1,59( 723
Other 907 1,25(
$ 26,50¢ $ 27,13¢
Deferred tax liabilities
Tax in excess of book depreciation $ (1,407 $ (1,540
Other (7€) (82)
$ (1,487 $ (1,627
Valuation allowance (24,210) (24,607
Net deferred tax asset $ 81t $ 91z

Reported as



Current deferred tax assets $ 20z % —
Current deferred tax liabilities $ — $ (572)
Long-term deferred tax assets 611 1,48¢

The following table summarizes the activity relateadur gross unrecognized tax benefits from Falgria2012 to January 31, 2014 (in
thousands):

January 31,
2014 2013
Balances as of February 1, $ 106 $ 271
Increases related to prior year tax positions — 56
Decreases related to prior year tax positions 9 —
Increases related to current year tax positions 5 8
Decreases relating to settlements with taxing aittes (19 —
Decreases related to lapsing of statute of linutei (31) (229
Balance as of January 31, $ 52 $ 10€

At January 31, 2014 , the Company’s unrecognizedbémefits associated with uncertain tax positiwese $52,000 , of which $34,000 if
recognized, would favorably affect the effective tate.

The Company recognizes interest and penaltiessrbtatunrecognized tax benefits as a componemicofie tax expense which is consistent
with the recognition of the items in prior repoginrhe Company had recorded a liability for intea® penalties related to unrecognized tax
benefits of $16,000 at January 31, 2014 , and $86aD January 31, 2013 . The Company closed itseb@ination for its tax return for the
year endedJanuary 31, 2011 with no changes. The years eradachdy 31, 2010 , January 31, 2012 through Jargigrg014 remain open for
examination by the IRS. The fiscal years endedaansil, 2010 through January 31, 2014 remain opeaxamination by state tax authorities.
The Company is not currently under state examinatio

During 2014 and 2013, the Company completed Ten@mie tax examinations of the tax years endingalgriéd, 2008 and 2009,
respectively. The examination did not materiallypant the Consolidated Statements of Operations.

The specific timing of when the resolution of edak position will be reached is uncertain. As afuary 31, 2014 , it is reasonably possible
that unrecognized tax benefits will decrease by, @X®within the next 12 months due to the expirabf the statute of limitations.
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In assessing the realizability of deferred tax ssdbhe Company considers whether it is more likein not that some portion or all of the
deferred tax assets will not be realized. The altenrealization of deferred tax assets is depengwoni the generation of future taxable income
or reversal of deferred tax liabilities during fheriods in which those temporary differences becdethuctible. The Company considers the
scheduled reversal of deferred tax liabilities j@cted future taxable income, and tax planningetias in making this assessment. A valuatiol
allowance was recorded against the majority oftedeferred tax assets totaling $24,210,000 adb$2,000 at January 31, 2014 and 2013
respectively. At January 31, 2014 , the Companyrt@dperating loss carryforwards for federal aatesncome tax purposes, expiring at
various dates through 2033. Federal net operatisgek that can potentially be carried forward ¢éotalpproximately $24,546,000k&nuary 3]
2014 . State net operating losses that can pollgrtiecarried forward totaled approximately $52@®0 at January 31, 2014 .

7. Commitments

The Company has operating leases on real propedtyquipment that expire at various dates. Theahos, CA manufacturing and distribut
facility is leased under a 5 -year operating l¢hat expires on February 28, 2020. One of the Cgn&R manufacturing facilities is leased
under a 10 -year operating lease that expires achMzl, 2018. The Company leases machinery angeguit under a 5 -year operating lease
arrangement. The Company has the option of buyinghe assets at the end of the lease period. dhgpény leases trucks, automobiles, and
forklifts under operating leases that include darfieet management and maintenance services.i@eftthe leases contain renewal or
purchase options and require payment for propargs and insurance. The Company records rent expena straight-line basis based on
contractual lease payments. Allowances from ledsortenant improvements have been included irstraght-line rent expense for applicable
locations. Tenant improvements are capitalizeddemieciated over the remaining life of the appliedbase.

Minimum future lease payments (in thousands) farafing leases in effect as of January 31, 201d asfollows:

Year ending January 31,

2015 $ 5,77
2016 3,24¢
2017 4,10¢
2018 4,59(
2019 4,22
Thereafter 4,56(
Total minimum lease payments 26,50°
Less sublease revenues (73

$ 26,43¢

Rent expense relating to operating leases wadlas/$o(in thousands):

Year ended January 31,

2014 $ 6,55¢
2013 6,62¢
2012 6,61¢

The Company has issued purchase commitments fom@erials at January 31, 2014 , of approximatélp$0,000 . There were no
commitments in excess of normal operating requirgme

8. Contingencies

The Company and other furniture manufacturers albgest to federal, state and local laws and re@riatrelating to the discharge of materials
into the environment and the generation, handBhgrage, transportation and disposal of waste amdrdous materials. The Company has
expended, and expects to continue to spend, signifiamounts in the future to comply with enviromtaélaws. Normal recurring expenses
relating to operating the Company factories in @nea that meets or exceeds environmental laws atehad to the cost of producing
inventory. Despite the Company’s significant detiamato operating in compliance with applicable sahere is a risk that the Company could
fail to comply with a regulation or that applicaltdevs and regulations change. On these occastmm&ampany records liabilities for
remediation costs when remediation costs are pfelzadal can be reasonably estimated.
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The Company is subject to contingencies pursuaebtironmental laws and regulations that in thereiimay require the Company to take
action to correct the effects on the environmergradr disposal practices or releases of chemicaktroleum substances by the Company or
other parties.

The Company has a self-insured retention for prodnd general liability losses up to $250,000 pmuorence, workergompensation liabilit
losses up to $250,000 per occurrence, and for abbenliability losses up to $50,0G8&r occurrence. The Company has purchased insura
cover losses in excess of the retention up to & &fi$30,000,000 . The Company has obtained amasiet estimate of its total expected future
losses for liability claims and recorded a liapiktqual to the net present value of $2,425,000%27@85,000 at January 31, 2014 and 2013 ,
respectively, based upon the Company’s estimatgdypgeriod of five years using a 0.5% and 0.5%adalisit rate, respectively.

Workers’ compensation, automobile, general and yebliability claims may be asserted in the futfmeevents not currently known by
management. Management does not anticipate thaketated settlement, after consideration of thetag reserve for claims incurred and
potential insurance recovery, would have a matedakrse effect on the Company’s financial posjtiesults of operations or cash flows.
Estimated payments under the self-insurance prageamas follows (in thousands):

Year ending January 31,

2014 $ 40C
2015 51C
2016 51C
2017 51C
2018 51C
Thereafter —
Total 2,44(
Discount to net present value (15)
$ 2,42¢

The Company and its subsidiaries are defendamarious legal proceedings resulting from operatiortfie normal course of business. It is
opinion of management, in consultation with legalmsel, that the ultimate outcome of all such msitéll not materially affect the
Company’s financial position, results of operationgash flows.

9. Warranty

The Company provides a warranty against all sutistadefects in material and workmanship. In 2005 €Company extended its standard
warranty from five years to 10 years. Effectivéofemry 1, 2014 the Company modified its warrantg tonited lifetime warranty. The new
warranty effective February 1, 2014 is not antitépato have a significant effect on warranty exgeiifie Company’s warranty is not a
guarantee of service life, which depends upon eveutside the Company’s control and may be diffefrerm the warranty period. The
Company accrues an estimate of its exposure taangrclaims based upon both product sales datamashalysis of actual warranty claims
incurred. Warranty expense increased during 20812842 due to the Company’s decision to replacanaponent on a certain style of chair.
These replacements were completed at a cost lesotiginally anticipated as the Company was ableetrform field repairs at a favorable ¢
rather than incurring replacement costs. The rdpajplacement of this component was not relatddésafety of the product and has no
exposure relating to product liability reservesti#¢ current time, management cannot reasonabdyrdete whether warranty claims for the
upcoming fiscal year will be less than, equal togieater than warranty claims incurred in 2018e Tollowing is a summary of the Compasy’
warranty-claim activity during 2013 and 2012 .

January 31,
(In thousands) 2014 2013
Beginning balance $ 1,00C $ 1,40(
Provision for current year 60C 63C
Provision for (benefits from) prior year (220) (490
Costs incurred (380 (540
Ending balance $ 1,000 $ 1,00(
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10. Subsequent Events

The Company has evaluated events subsequent taryadiy 2014, to assess the need for potentiagretion or disclosure in this report. Such
events were evaluated through the date these falastatements were issued. Based upon this evahydtt was determined that no subsequen
events occurred that require recognition or add#iaisclosure in the financial statements excepfAinendment No. 7, dated April 15, 201+
the Revolving Credit and Security Agreement, daiedf December 22, 2011, which is disclosed imttes to the consolidated financial
statements.

11. Quarterly Results (Unaudited)

The Company’s quarterly results for the years eridgdiary 31, 2014 and 2013, as adjusted, are stipethas follows (in thousands, except
per share data):

Q1 Q2 Q3 Q4
Year ended January 31, 2014
Net sales $ 19,89( $ 56,93 % 59,45 $ 19,64
Gross profit 6,40¢ 21,58¢ 21,16 4,27¢
Net (loss) income (4,447 6,21( 3,40¢ (6,907
Per common share
Net (loss) income (a)
Basic $ (0.3)) $ 04: $ 02: $ (0.4%)
Assuming dilution (0.3 0.4z 0.2: (0.4%)
Year ended January 31, 2013
Net sales $ 23,66¢ 3 60,39: $ 56,64: $ 18,15«
Gross profit 6,96 22,86 19,31¢ 2,40(
Net (loss) income (4,839 7,05z 2,90¢ (8,95¢
Per common share
Net (loss) income (a)
Basic $ (0.39) % 0.4¢ $ 02C $ (0.62)
Assuming dilution (0.39 0.4¢ 0.2C (0.62)

(&) Netloss per share was calculated based on bamiessbutstanding due to the -dilutive effect on the inclusion of common stock
equivalent shares.

Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosures

Not applicable

Iltem 9A. Controls and Procedures
Disclosure Controls and Procedure¢

The Company maintains disclosure controls and phoes that are designed to ensure that informagiquired to be disclosed in reports filed
with the Commission pursuant to the Exchange Aotéerded, processed, summarized and reportedwiithitime periods specified in the
Commission’s rules and forms, and that such inféionds accumulated and communicated to the Companginagement, including its
President and Chief Executive Officer and Chiefakitial Officer, as appropriate, to allow timely d#ans regarding required disclosure.
Assessing the costs and benefits of such contnalpeocedures necessarily involves the exercigedgiment by management, and such
controls and procedures, by their nature, can geownly reasonable assurance that management®igbgein establishing them will be
achieved.

Virco carried out an evaluation, under the sup@xisind with the participation of the Company’s mgement, including its President and
Chief Executive Officer along with its Chief FinaalcOfficer, of the effectiveness of the design apeération of disclosure controls and
procedures as of the end of the period coverettibyAnnual Report pursuant to Exchange Act Rule1RaBased upon the foregoing, the
Company’s President and Chief Executive Officenglaith the Company’s Chief Financial Officer camtd that Virco’s disclosure controls
and procedures are effective in ensuring thah{grmation required to be disclosed by the Compariiie reports that it files or submits under
the Exchange Act is recorded, processed,
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summarized and reported, within the time perioggied in the SEC's rules and forms and (ii) imf@tion required to be disclosed by the
Company in the reports that it files or submitsemithe Exchange Act is accumulated and communidatdte Company’s management,
including its principal executive and principaldimcial officers, or persons performing similar ftioas, as appropriate to allow timely
decisions regarding required disclosure.

Changes in Internal Control Over Financial Reportm

There was no change in the Company’s internal obotrer financial reporting during the fourth fiscmarter that has materially affected, or is
reasonably likely to materially affect, the Compannternal control over financial reporting. Séddnagement’s Report on Internal Control
over Financial Reporting.”

Item 9B. Other Information

None.
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PART IlI

Item 10. Directors, Executive Officers of the Regisant and Corporate Governance

Except for the information disclosed in Part 1 urithe heading “Executive Officers” of the Registrahe information required by this Item
regarding directors shall be incorporated by rafegeeto information set forth in the Company’s diéfile Proxy Statement to be filed within
120 days after the end of the Company’s fiscal pearof January 31, 2014 .

Item 11. Executive Compensation

The information required by this Item is incorp@eby reference to information set forth in the @amy’s definitive Proxy Statement to be
filed within 120 days after the end of the Comparfiscal year end of January 31, 2014 .

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter

The information required by this Item is incorpehby reference to information set forth in the @amy’s definitive Proxy Statement to be
filed within 120 days after the end of the Comparfiscal year end of January 31, 2014 .

Item 13. Certain Relationships and Related Transa@ns, and Director Independence

The information required by this Item is incorpeby reference to information set forth in the @amy’s definitive Proxy Statement to be
filed within 120 days after the end of the Comparfiscal year end of January 31, 2014 .

Item 14. Principal Accounting Fees and Services

The information required by this Item is incorpaeby reference to information set forth in the @amy’s definitive Proxy Statement to be
filed within 120 days after the end of the Comparfiscal year end of January 31, 2014 .
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PART IV
Iltem 15. Exhibits, Financial Statement Schedules

1. The following consolidated financial statemeoft¥irco Mfg. Corporation are set forth in Iltem 8this report.

Page numbe
Report of Independent Registered Public Accounfinm 41
Consolidated Balance Sheet$anuary 31, 2014 and 2013 42
Consolidated Statements of Operatiery&ars Ended January 31, 2014, 2013 and 2012 44
Consolidated Statements of Comprehensive L&&sars Ended January 31, 2014, 2013 and 2012 45
Consolidated Statements of Stockholders' Equitgars Ended January 31, 2014, 2013 and 2012 46
Consolidated Statements of Cash Flew®ars Ended January 31, 2014, 2013 and 2012 47
Notes to Consolidated Financial Statemertanuary 31, 2014 48
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2. The following consolidated financial statemestiedule of Virco Mfg. Corporation is included it 15:

VIRCO MFG. CORPORATION AND SUBSIDIARIES

SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

FOR THE YEARS ENDED JANUARY 31, 2014, 2013 AND 2012

(In Thousands)

Col.C
Charged to (Reducec Col. E
Col.B from) Deductions from Col. F
Col. A Beginning Balance Expenses Reserves Ending Balance
Allowance for doubtful accounts for the period
ended:
January 31, 2014 $ 27 % 3 78 % 20C
January 31, 2013 $ 35C $ 75 $ 15C $ 27¢
January 31, 2012 $ 20C % 187 $ 37 % 35C
Inventory valuation reserve for the period ended:
January 31, 2014 $ 3,428 % — 3 10C $ 3,32t
January 31, 2013 $ 3,90 $ — ¢ 475 $ 3,42¢
January 31, 2012 $ 3,75C $ 15C $ — 3 3,90(
Warranty reserve for the period ended:
January 31, 2014 $ 1,00 $ 38C $ 38C % 1,00(
January 31, 2013 $ 1,40C $ 14C $ 54C % 1,00(
January 31, 2012 $ 2,300 % (64) $ 83¢ $ 1,40(
Product, general, workers’ compensation and
automobile liability reserves for the period endec
January 31, 2014 $ 2,98t % — 3 56C $ 2,42t
January 31, 2013 $ 291t $ 70 $ — 2,98t
January 31, 2012 $ 2,77 $ 145 $ — ¢ 2,91t
Deferred tax valuation allowance for the period
ended:
January 31, 2014 $ 24,60 $ — ¢ 391 % 24.21(
January 31, 2013 $ 22,85¢ % 1,74z $ — 3 24,60:
January 31, 2012 $ 1454¢  $ 8,311 $ — 8 22,85¢

All other schedules for which provision is madetir applicable accounting regulation of the Semsiand Exchange Commission are not
required under the related instructions, are inagple, or are included in the Financial Statementsotes thereto, and therefore are not
required to be presented under this Item.

3. Exhibits

See Index to Exhibits. The exhibits listed in tkea@mpanying Index to Exhibits are filed as parthis report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 16f(the Securities Exchange Act of 1934, the tegit has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

VIRCO MFG. CORPORATION

Date: April 23, 2014 By: /s/ Robert A. Virtue

Robert A. Virtue
Chairman of the Board and Chief Executive Officer
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POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose signature appears below constitutes anoirgpgRobert A. Virtue

and Robert E. Dose his/her true and lawful attofinefact and agent, with full power of substitutiand, for him/her and in his/her name, place
and stead, in any and all capacities to sign adyadiramendments to this report on FormKL(and to file the same, with all exhibits theratm
other documents in connection therewith, with teeuities and Exchange Commission, granting untbatéorney-infact and agent full pow
and authority to do and perform each and evenamagithing requisite and necessary to be done inemion therewith, as fully to all intents
and purposes as he/she might or could do in pehgwaby ratifying and confirming all that said attey-in-fact and agent, or his/her substitute
or substitutes, may lawfully do or cause to be doygirtue hereof.

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant in the capacities and on the dates delit

SIGNATURE TITLE DATE
/sl Robert A. Virtue Chairman of the Board, Chief Executive Officer,dtdent anc
Robert A. Virtue Director (Principal Executive Officer), Director April 23, 2014
/sl Douglas A. Virtue Executive Vice President, Director
Douglas A. Virtue April 23, 2014
/sl Robert E. Dose Vice President, Finance, Secretary and Treasurarc{pal
Robert E. Dose Financial Officer) April 23, 2014
/sl Bassey Yau Vice President, Ac_counting, Corporate_ C(_Jntrollel_;si%tant

Secretary and Assistant Treasurer (Principal Actiogn
Bassey Yau Officer) April 23, 2014
/s/ Donald S. Friesz Director
Donald S. Friesz April 23, 2014
/sl Thomas J. Schulte Director
Thomas J. Schulte April 23, 2014
/sl Mike DiGregorio Director
Mike DiGregorio April 23, 2014
/sl Glen D. Parish Director
Glen D. Parish April 23, 2014
/sl James R. Wilburn Director
James R. Wilburn April 23, 2014
William L. Beer Director
Robert K. Montgomery Director
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Exhibit
Number

3.1

3.2

3.3

3.4

3.5

41

4.2

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

VIRCO MFG. CORPORATION
EXHIBITS TO FORM 10-K ANNUAL REPORT
for the Year Ended January 31, 2014

Description

Certificate of Incorporation of the Company datgutif23, 1984, as amended (incorporated by refaréo&Exhibit 1 to the Company’s
Form 8-A12B (Commission File No. 001-08777), filwdh the Commission on June 18, 2007).

Amended and Restated Bylaws of the Company datptt@ber 10, 2001 (incorporated by reference toliikBi2 to the Company’s
Quarterly Report on Form 10-Q (Commission File B@1-08777), filed with the Commission on Septenier2001).

First Amendment to Amended and Restated BylawhefXompany dated October 25, 2007 (incorporategfieyence to Exhibit 3.1 to the
Company’s Current Report on Form 8-K (Commissida Rio. 001-08777), filed with the Commission on @r 31, 2007).

Second Amendment to Amended and Restated Bylatedfompany dated February 15, 2011 (incorporageeference to Exhibit 3.1 to
the Company’s Current Report on Form 8-K (Commisside No. 001-08777), filed with the Commissionfegbruary 22, 2011).

Third Amendment to Virco Mfg. Corporation's Amendetd Restated Bylaws, effective June 19, 2012 (purated by reference to Exhibit
3.1 to the Company's Current Report on Form 8-&dfilvith the Commission on June 21, 2012).

Rights Agreement dated as of October 18, 1996 nbyb@tween the Company and Mellon Investor Ser@eassignee of The Chase
Manhattan Bank), as Rights Agent (incorporateddfgrence to Exhibit 1 to the Company’s Form S-8i&egtion Statement (Commission
File No. 001-08777), filed with the Commission oot@ber 25, 1996).

Amendment dated as of April 30, 2007, by and betwtee Company and Mellon Investor Services LLCh® Rights Agreement by and
between the Company and The Chase Manhattan Bamdt da of October 18, 1996 (incorporated by refarea Exhibit 4.1 to the
Company’s Quarterly Report on Form 10-Q filed ville Commission on June 8, 2007).

Form of Virco Mfg. Corporation Employee Stock Owstdp Plan (the “ESOP”) (incorporated by refererec&xhibit 4.1 to the Company’s
Form S-8 Registration Statement (Commission File3865098), filed with the Commission on June ¥93).

Trust Agreement for the ESOP (incorporated by ezfee to Exhibit 4.2 to the Company’s Form S-8 Reafion Statement (Commission
File No. 33-65098), filed with the Commission omé25, 1993).

Form of Registration Rights Agreement for the ESPorporated by reference to Exhibit 4.3 to thenpany’s Form S-8 Registration
Statement (Commission File No. 33-65098), filedwiite Commission on June 25, 1993).

1993 Stock Incentive Plan of the Company (incorsatdy reference to Exhibit 4.1 to the Company’s1+8-8 Registration Statement
(Commission File No. 33-65098), filed with the Comsion on June 1993).

Lease dated February 1, 2006, between FHL GroGaliéornia Corporation, as landlord and Virco Mf@orporation, a Delaware
Corporation, as tenant (incorporated by refereadexhibit 99.1 to the Company’s Current Report onnfr 8K filed with the Commission o
February 3, 2006).

Stock Purchase Agreement dated June 6, 2006, hetive€Company and Wedbush, Inc. and Wedbush MdBeanrities, Inc. (incorporated
by reference to Exhibit 10.1 to the Company’s QutriReport on Form 8-K filed with the Commissiondhme 8, 2006).

Warrant Agreement dated June 6, 2006, betweendhg@ny and Wedbush, Inc. (incorporated by referéméshibit 10.2 to the
Company’s Current Report on Form 8-K filed with themmission on June 8, 2006).

Warrant Agreement dated June 6, 2006, betweendhg&ny and Wedbush Morgan Securities, Inc. (incated by reference to
Exhibit 10.2 to the Company’s Current Report onnr@-K filed with the Commission on June 8, 2007).

Amended Stock Purchase Agreement dated August0®®, between the Company and Steve Presley, EdeSysiick Wilson, Scotty Bell,
Patty Quinones, Eric Nordstrom, Larry Maddox, Ja®iesms, Bassey Yau, Robert Virtue, Doug Virtue Brndn Gruber (incorporated by
reference to Exhibit 10.1 to the Company’s QuaytBeport on Form 10-Q filed with the Commission@ecember 11, 2006).

Design Agreement dated January 21, 2008, betwee@dimpany and Peter Glass Design, LLC, and HedgBkemn, LLC. (incorporated
by reference to Exhibit 10.1 and 10.2 to the Comfsa@urrent Report on Form 8-K filed with the Conssion on January 25, 2008).
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Exhibit
Number

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

Description

Second Amended and Restated Credit Agreement, datefiMarch 12, 2008, between Virco Mfg. Corpanatand Wells Fargo Bank,
National Association (incorporated by referenc&taibit 10.1 to the Company’s Current Report onnfkr&K filed with the Commission on
March 24, 2008).

Revolving Line of Credit Note, dated as of March 2Q08, by Virco Mfg. Corporation in favor of Welcargo Bank, National Association
(incorporated by reference to Exhibit 10.2 to tlepany’s Current Report on Form 8-K filed with tBemmission on March 24, 2008).

Master Reaffirmation Agreement dated as of March20®8, among Virco Mfg. Corporation, Virco Mgmtoporation, Virco Inc. and
Wells Fargo Bank, National Association (incorpoday reference to Exhibit 10.3 to the Company’sr€utr Report on Form 8-K filed with
the Commission on March 24, 2008).

Amended and Restated Mortgage, dated as of March0DB, by Virco Mfg. Corporation in favor of Welargo Bank, National Association
(incorporated by reference to Exhibit 10.4 to tlwmPany’s Current Report on Form 8-K filed with Bemmission on March 24, 2008).

Amendment No. 1 to the Second Amended and Restattit Agreement, dated as of July 31, 2008, betvwérco Mfg. Corporation and
Wells Fargo Bank, National Association (incorpodalg reference to Exhibit 10.2 to the Company'’s ifarly Report on Form 10Q filed
with the Commission on September 9, 2008).

Amendment No. 2 to Second Amended and Restatedt@mgeement, dated as of March 27, 2009, by Vivfg. Corporation and Wells
Fargo Bank, National Association (incorporated défgrence to Exhibit 10.25 to the Company’s Annugp&t on Form 10K filed with the
Commission on April 16, 2009).

Lease amendment dated August 14, 2008, between Riperty, L.P., a Delaware Limited Partnershigaasdliord and Virco Mfg.
Corporation, a Delaware Corporation, as tenanp(parated by reference to Exhibit 10.1 to the ComypeaQuarterly Report on Form 10Q
filed with the Commission on September 9, 2008).

Third Amendment to Lease Agreement, entered intf &ecember 20, 2013, by and between StarboartilRition Center, LLC, a
Delaware limited liability company, successor iteiiest to AMB Property, L.P., a Delaware limitedtRarship and Virco Mfg. Corporation
(incorporated by reference to Exhibit 10.1 to trwempany's Current Report on Form 8-K filed with @@mmission on December 20, 2013.

Amendment No. 3 to Second Amended and Restatedt@mgeement, dated as of March 27, 2009, by Vivfg. Corporation and Wells
Fargo Bank, National Association (incorporated défgrence to Exhibit 10.25 to the Company’s Annugp&t on Form 10-K filed with the
Commission on April 16, 2009).

Amendment No. 4 to Second Amended and Restatedt@mgeement, dated as of April 28, 2011, by ViMég. Corporation and Wells
Fargo Bank, National Association (incorporated défgrence to Exhibit 10.1 to the Company’s Quart®dport on Form 10Q filed with the
Commission on June 7, 2011).

Amendment No. 5 to Second Amended and Restatedt@geement, dated as of July 30, 2011, by Virciy MCorporation and Wells
Fargo Bank, National Association (incorporated défgrence to Exhibit 10.1 to the Company’s Quart®dport on Form 10Q filed with the
Commission on September 10, 2011).

Amendment No. 6 to Second Amended and Restatedt@mgeement, dated as of October 29, 2011, byd/NMég. Corporation and Wells
Fargo Bank, National Association (incorporated défgrence to Exhibit 10.1 to the Company’s Quartdport on Form 10Q filed with the
Commission on December 9, 2011).

Amendment No. 7 to Second Amended and Restatedt@geement, dated as of January 31, 2011, byoidég. Corporation and Wells
Fargo Bank, National Association (incorporated défgrence to Exhibit 10.31 to the Company’s Annugp&t on Form 10K filed with the
Commission on April 15, 2011).

Amendment No. 8 to Second Amended and Restatedt@mgeement, dated as of May 31, 2011, by VircgMEorporation and Wells
Fargo Bank, National Association (incorporated défgrence to Exhibit 10.1 to the Company’s Quart®dport on Form 10Q filed with the
Commission on June 9, 2011).

Separation Agreement and General Release of Claétmgeen Virco Mfg. Corporation and Larry O. Wond#ated May 24, 2011
(incorporated by reference to Exhibit 10.2 to tfmmpany’s Quarterly Report on Form 10Q filed wite thommission on June 9, 2011).

Virco Mfg. Corporation 2011 Stock Incentive Pland@rporated by reference to Exhibit 10.1 to the Gany’s Current Report on Form 8K
filed with the Commission on June 27, 2011).
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10.27 Separation Agreement between Virco Mfg. Corporadind Lori Swafford, dated September 22, 2011 (ipoted by reference to Exhibit
10.1 to the Company’s Quarterly Report on Form 165 with the Commission on December 15, 2011).

10.28 Revolving Credit and Security Agreement dated d3exfember 22, 2011 by and among Virco Mfg. Corponaand Virco Inc., as
borrowers, and PNC Bank, National Associationhasdénder and administrative agent (incorporatecefgrence to Exhibit 10.1 to the
Company’s Current Report on Form 8K filed with tBemmission on December 22, 2011).

10.29 First Amendment to Revolving Credit and Securifggeement, dated as of June 15, 2012, by and avimog Mfg. Corporation and Virco,
Inc., as borrowers, and PNC Bank, National Ass@iags the lender and administrative agent (inm@ted by reference to Exhibit 10.1 to
the Company's Quarterly Report on Form 10-Q filéithwhe Commission on September 14, 2012).

10.30 Second Amendment to Revolving Credit and Securgyegment, dated as of July 27, 2012, by and amamng Wifg. Corporation and
Virco, Inc., as borrowers, and PNC Bank, Nationssdciation, as the lender and administrative a@ecwrporated by reference to Exhibit
10.1 to the Company's Current Report on Form 8ddfivith the Commission on July 31, 2012).

10.31 Third Amendment to Revolving Credit and Securityrdgment, dated as of September 12, 2012, by and@gNicco Mfg. Corporation and
Virco, Inc., as borrowers, and PNC Bank, Nationgsdciation, as the lender and administrative a@ecarporated by reference to Exhibit
10.1 to the Company's Quarterly Report on Form 1fle@ with the Commission on September 14, 2012).

10.32 Fourth Amendment to Revolving Credit and Securigréement, dated as of December 6, 2012, by and@Wioco Mfg. Corporation and
Virco, Inc., as borrowers, and PNC Bank, Nationssdciation, as the lender and administrative a@ecwrporated by reference to Exhibit
10.4 to the Company's Quarterly Report on Form 1fle@ with the Commission on December 7, 2012).

10.33 Fifth Amendment to Revolving Credit and Securityrégment, dated as of March 1, 2013, by and amorap\Wifg. Corporation and Virco,
Inc., as borrowers, and PNC Bank, National Ass@iags the lender and administrative agent (inm@ied by reference to Exhibit 10.1 to
the Company's Current Report on Form 8-K filed it Commission on March 1, 2013).

10.34* Sixth Amendment to Revolving Credit and Securityédgment, dated as of January 9, 2014, by and amioog Mfg. Corporation and
Virco, Inc., as borrowers, and PNC Bank, Nationasdciation, as the lender and administrative agent.

10.35 Seventh Amendment to Revolving Credit and Secétgseement, dated as of April 15, 2014, by and amdingp Mfg. Corporation and
Virco, Inc., as borrowers, and PNC Bank, Nationasdciation, as the lender and administrative agecorporated by reference to Exhibit
10.1 to the Company's Current Report on Form 8édfivith the Commission on April 16, 2014).

21.1% List of All Subsidiaries of Virco Mfg. Corporation.
23.1* Consent of Independent Registered Public Accouriing.
31.1* Certification of the Chief Executive Officer Pursiigo Rule 13at4(a) under the Securities and Exchange Act of 1884dopted Pursuant

Section 302 of the Sarbanes-Oxley Act of 2002.

31.2* Certification of the Chief Financial Officer Pursuido Rule 13a-14(a) under the Securities and Engha&\ct of 1934, as adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

32.1* Certification of the Chief Executive Officer andi€hFinancial Officer pursuant to 18 U.S.C. Secti%0.
101.INS* XBRL Instance Document.

101.SCH* XBRL Taxonomy Extension Schema Document.

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docute

101.DEF* XBRL Taxonomy Extension Definition Linkbase Docurhen

101.LAB* XBRL Taxonomy Extension Label Linkbase Document.

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Doenim

* Filed herewitr
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Exhibit 10.34

SIXTH AMENDMENT TO REVOLVING CREDIT AND SECURITY AREEMENT

This SIXTH AMENDMENT TO REVOLVING CREDIT AND SECURIY AGREEMENT (this “Amendment ") is
entered into as of January 9, 2014, by and amoiRC@ MFG. CORPORATION, a Delaware corporatiorViC "), VIRCO
INC., a Delaware corporation {irco ”, and together with VMC, ‘Borrowers ” and, each individually, a Borrower "), the
financial institutions from time to time party toet Credit Agreement (as defined below) as lendmigetively, “Lenders™), anc
PNC BANK, NATIONAL ASSOCIATION (“PNC "), as administrative agent for Lenders (PNC, ichseapacity, “Agent "),
with respect to the following:

A Borrowers, Lenders and Agent have previously edter® that certain Revolving Credit and Sect

Agreement, dated as of December 22, 2011 (as amereitated or otherwise modified from time to tirtiee “ Credit

Agreement”).

B. The Fifth Amendment amended the minimum EBITDA cwvw& under Section 6.5 of the Credit Agreen
However, Borrowers and Agent believe that the murmEBITDA covenant required for the period endiagulry 31, 2014 d
not reflect the parties mutual intent and now @egarto revise Section 6.5 as set forth in this Adment.

C. Borrowers have also requested that Agent and Lerateend the definition of “Peak Seasant make certa
other changes to the Credit Agreement. Agent antéss are agreeable to the Borroweegjuests but only on the terms
conditions set fort below.

NOW, THEREFORE, in consideration of the mutual dbods and agreements set forth in the Credit Agwed, the Loa
Documents and this Amendment, and other valuabisideration, the receipt and sufficiency of which bereby acknowledge
the parties hereby agree as follows:

1. Definitions Incorporated Initially capitalized terms used but not othemvidefined in thi
Amendment have the respective meanings set fottheiCredit Agreement, as amended hereby.
2. Amendments to the Credit Agreemefithe Credit Agreement is hereby amended as follows
@ The following new definitions are hereby added &xtn 1.2 of the Credit Agreement in prc

alphabetical order to read as follows:
“ Sixth Amendment’ means the Sixth Amendment to Revolving Credit aecu8ty Agreement dated
of January 9, 2104 among Borrowers, the Lendety paereto and Agent.”

“ Sixth Amendment Date’ means January 9, 2014.”

(b) The text of the table set forth in clause (c) oft®® 6.5 of the Credit Agreement with respecthe
fiscal periods and minimum EBITDA are hereby amehaled restated to read as follows:




“ Eiscal Month Period and Fiscal Month End
EBITDA
Twelve consecutive fiscal months ending Januans201 $2,100,000
Fiscal month ending February 2013 Not Measured
Two consecutive fiscal months ending March 2013 t Measured
Three consecutive fiscal months ending April 2013 $(4,755,000)
Four consecutive fiscal months ending May 2013 Measured
Five consecutive fiscal months ending June 2013 t NNmasured
Six consecutive fiscal months ending July 2013 284,000
Seven consecutive fiscal months ending August 2013 $9,380,000
Eight consecutive fiscal months ending Septemb#&B8 $9,609,000
Nine consecutive fiscal months ending October 2013 $9,653,000
Ten consecutive fiscal months ending November 2013 Not Measured
Eleven consecutive fiscal months ending December
2013 Not Measured
Twelve consecutive fiscal months ending January201 $5,593,000”

In all other respects, Section 6.5(c) of the Crégjiteement remains in full force and effect in ademce with it
terms.

As stated in the Fifth Amendment, with respect &xt®ns 6.5(a), 6.5(b) and 6.5(c), Agent will eS&bnew
covenants for the periods following January, 2044eldl on, but not exclusively, Borrowepsbjected operating budget
the 2014 fiscal year. Agent will consult with Bowrers regarding the creation of the new covenantsBaurowers’
consent to the covenants established by Agennwilbe required.

(d) The definition of “Peak Seasoms set forth in Section 1.2 of the Credit Agreenigititereby amended &
restated to read as follows:

“ Peak Season means the period from January 1 through August B8®ach fiscal year of tl
Borrowers.”

3. Section 2.1(a)  Section 2.1(a) of the Credit Agreement is herebyraed and restated
read as follows:
“(@) Amount of Revolving AdvancesSubject to the terms and conditions set fortthis Agreemen
including Section 2.1(b) each Lender, severally and not jointly, will meRevolving Advances to Borrowers
aggregate amounts outstanding at any time equaldio Lendes Commitment Percentage of the lesser of (x
applicable Maximum Revolving Advance Amount at stiale, less the aggregate Maximum Undrawn Amou

all outstanding Letters of Credit or (y) an amoeqtial to the sum of:

0] up to 85%, subject to the provisions_of Sectior{l?.{* Receivables Advance Ratg),
of Eligible Receivables, plus
(i) up to the lesser of (A) 60%, subject to the prawisi of_Section 2.1(ereof, of th

value of the Eligible Inventory (Inventory Advance Rate” and together with the Receivables Advance |
collectively, the “Advance Rates), (B) 85% of the appraised net orderly liquidatio




value of Eligible Inventory (as evidenced by andntory appraisal satisfactory to Agent in its diion
reasonably exercised) or (C) the applicable Inugng8ublimit (provided, that (A) the amount of Elig ATS
Inventory included in this clause (ii) shall notcerd $7,000,000 and (B) the amount of Eligible WarkProces
Inventory included in this clause (ii) shall noterd $1,000,000), plus

(iif) with respect to each fiscal year of the Borrowergjng the respective peri
set forth below for such fiscal year, the amoumliapble to such period

Period Amount
January 1 through February 28 (29) $8,000,000
March $11,000,000
April $14,000,000
May $14,000,000
June $11,000,000
July $8,000,000
August 1 through 15 $4,000,000
plus
(iv) the Temporary Equipment Line, minus

(v) the aggregate Maximum Undrawn Amount of all outdilag Letters of Credit, minus

(vi) Reserves.

The amount derived from the sum of (x) Sectionga(¥)(i) , (i) , (iii) and (iv) minus (y)Section 2.1 (a)(y)(
and_(vi)at any time and from time to time shall be refet@ds the Formula Amount ’. The Revolving Advances sh
be evidenced by one or more secured promissons rfotdlectively, the Revolving Credit Notes’) substantially in th
form attached hereto as Exhibit 2.1(a)

4, Amendment Fee On the date hereof, Borrowers shall pay to Agenaddition to all other fe:
and charges set forth in the Credit Agreement,rarafundable amendment fee of $15,000, which fee beagharged !
the Borrowers’ Account as a Revolving Advance (tanendment Feg’).

5. Conditions PrecedentThe obhgatlons of Agent and Lenders hereunded, this Amendment, will t
effective on the date (theSixth Amendment Effective Date") of satisfaction of each of the following conditiomecedent, ea
in a manner in form and substance acceptable totAge

(a) Representations and Warranti€Bhe representations and warranties containedrhanel in the Crec

Agreement, as amended hereby, shall be true anelctdm all material respects as of the date heasdf made on the d:
hereof, except for such representations and wéaegatimited by their terms to a specific date, ihiethh case each sL
representation and warranty shall be true and coimeall material respects as of such specifiedat

(b) No Default. After giving effect to this Amendment, no DefaaltEvent of Default shall have occur
and be continuing;

(c) Amendment Borrowers shall have delivered to Agent an exatutiginal of this Amendment;

(d) Company Proceedings of Borroweragent shall have received a copy of the resahstim form an

substance reasonably satisfactory to Agent, oBterd of Directors of each Borrower authorizing éxecution, delivel
and performance of this Amendment certified by Sieeretary or an Assistant Secretary of each Bomawef the Sixt
Amendment Date; and, such certificate shall stz the resolutions thereby certified have not be@ended, modifie
revoked or rescinded as of the date of such czatédi




(e) Fees. Borrowers shall have paid the Amendment FeenoAgents discretion, Agent shall he
charged the Amendment Fee to the Borrowers’ Accasra Revolving Advance; and
) Other. All corporate and other proceedings, and all doeuts, instruments and other legal matte
connection with the transactions contemplated hyesehll be satisfactory in form and substance terAgnd its counsel.
6. Representations and Warrantie3o induce Lenders and Agent to enter into thiseAdment, eac
Borrower represents and warrants to Lenders anatfageof the date hereof as follows:
@ Such Borrower has full power, authority and leggiht to enter into this Amendment and to perfort
its respective Obligations hereunder. This Amendnh&s been duly executed and delivered by suchoBemr and th
Credit Agreement, as amended by this Amendmenttitates the legal, valid and binding obligation safch Borrowe
enforceable in accordance with its terms, excepsuah enforceability may be limited by any applieabankruptcy
insolvency, moratorium or similar laws affectingeditors’ rights generally. The execution, delivery and penfance c
this Amendment (i) are within such Borrowempowers, have been duly authorized by all necgessanpany action, a
not in contravention of law or the terms of suchrBwer’'s bylaws, certificate of incorporation, or other applt
documents relating to such Borrower’'s formationt@rthe conduct of such Borrowsrbusiness or of any mate
agreement or undertaking to which such Borrower pgirty or by which such Borrower is bound, (iij)lwbt conflict with
or violate any law or regulation, or any judgmemtler, writ, injunction or decree of any court oov@rnmental Bod'
(iii) will not require the Consent of any GovernnenBody or any other Person, except those Consemitsh will have
been duly obtained, made or compiled prior to #&ieeof and which are in full force and effect, &l will not conflict
with, nor result in any breach in any of the prans of or constitute a default under or resulthia creation of any Lie
except Permitted Encumbrances upon any asset bfBmcower under the provisions of any materialeagnent, chart
document, instrument, bgw or other instrument to which such Borrower gaaty or by which it or its property is a pe
or by which it may be bound.
(b) After giving effect to this Amendment, the reprasgions and warranties contained in the C
Agreement are true and correct in all material eetpexcept to the extent any such representatia@wanty is express
stated to have been made as of a specific dawghieh case each such representation and warratryeisind correct in
material respects as of such specific date, arldafiault or Event of Default has occurred and isticming.
7. Reaffirmation. Except as specifically modified by this Amendmehe Credit Agreement and the of
Loan Documents remain in full force and effect at@dance with their respective terms and are lyeratified, reaffirmed ar
confirmed by Borrowers.

8. Events of Default Any failure to comply with the terms of this Angiment will constitute an Event
Default under the Credit Agreement.
9. Integration . This Amendment, together with the Credit Agreemend the Loan Documer

incorporates all negotiations of the parties hevatb respect to the subject matter hereof antladinal expression and agreen
of the parties hereto with respect to the subjexten hereof.

10. Severability. If any part of this Amendment is contrary to, mptwted by, or deemed invalid un
Applicable Laws, such provision shall be inapplieadnd deemed omitted to the extent so contranhipited or invalid, but tt
remainder hereof shall not be invalidated thereiry ghall be given effect so far as possible.

11. Submission of Amendment The submission of this Amendment to the partiegheir agents «
attorneys for review or signature does not corstitucommitment by Agent or Lenders to amend oeretlse modify any of tf
provisions of the Credit Agreement and this Amenainshall have no binding force or effect until Bi&th Amendment Effecti
Date.

12. Counterparts; Facsimile Signature§his Amendment may be executed in any numbernof Iz
different parties hereto on separate counterpaftsof which, when so executed, shall be deemedrm@ginal, but all suc
counterparts shall constitute one and the sameciagnat. Any signature delivered by a party by fadsirtmansmission shall |
deemed to be an original signature hereto.

13. Governing Law. This Amendment is a Loan Document and is govetmgdhe Applicable La
pertaining in the State of New York, other thansthaonflict of law provisions that would defer e tsubstantive laws of anot
jurisdiction. This governing law election has bewade by the parties in reliance on, among otha@gthiSection -1401 of th
General Obligations Law of the State of New Yorkamended (as and to the extent applicable), dreat spplicable Law.




14. Successors and Assign$his Amendment shall be binding upon and inurthébenefit of Borrower
Lenders, Agent, and all future holders of the Cdiligns and their respective successors and as&geept that no Borrower m
assign or transfer any of its rights or obligationsier this Amendment without the prior written sent of Agent.

15. Attorneys Fees; Costs Borrowers agree to promptly pay, upon written dady all reasonable a
documented attorneysfees and costs incurred in connection with the tietjon, documentation and execution of
Amendment. If any legal action or proceeding shalcommenced at any time by any party to this Amerd in connection wi
its interpretation or enforcement, the prevailiragtp or parties in such action or proceeding shalentitled to reimbursement
its reasonable attorneyi®es and costs in connection therewith, in additooall other relief to which the prevailing pady partie:
may be entitled.

16. Jury Trial Waiver. To the extent not prohibited by applicable lawcle party to this Amendme
hereby expressly waives any right to trial by jwf any claim, demand, action, or cause of actiah arising under th
Amendment or any other instrument, document, oee@gent executed or delivered in connection herewitiib) in any wa
connected with or related or incidental to the ihegl of the parties hereto or any of them with eespo this Amendment or a
other instrument, document, or agreement executdélvered in connection herewith, or the tranead related hereto or ther
in each case whether now existing or hereafteingrisind whether sounding in contract or tort ¢reotvise and each party hel
hereby consents that any such claim, demand, adiorause of action shall be decided by court without a jury, and that al
party to this Amendment may file an original coupset or a copy of this Section with any court astten evidence of tt
consents of the parties hereto to the waiver of tight to trial by jury. Without limiting the agigability of any other provision
the Credit Agreement, the terms of Article Xl bktCredit Agreement shall apply to this Amendment.

17. Total Agreement This Amendment, the Credit Agreement, and thermltlban Documents contain
entire understanding among Borrowers, Lenders agghfand supersede all prior agreements and uaddisgs, if any, relatir
to the subject matter hereof. Any promises, reprtesens, warranties, or guarantees not hereinagoed and hereinafter me
have no force and effect unless in writing, sighgdorrowers’ and Agens respective officers. Neither this Amendment my
portion or provisions hereof may be changed, medjfiamended, waived, supplemented, dischargedelteshcor terminate
orally or by any course of dealing, or in any marother than by an agreement in writing, signedhgyparty to be charged. E:i
Borrower acknowledges that it has been adviseddmynsel in connection with the execution of this Aw@ment and the otk
Loan Documents and is not relying upon oral reprieg®ns or statements inconsistent with the teams provisions of th
Amendment.

[Remainder of Page Intentionally Left Blank]




IN WITNESS WHEREOF, the parties hereto have dulgocexed this Amendment as of the date first wrigtbave.

VIRCO MFG. CORPORATION,
a Delaware corporation, as a Borrower

By: /s/Robert E. Dose
Name: Robert E. Dose
Title: Vice President

VIRCO INC,,
a Delaware corporation, as a Borrower

By: /s/Robert E. Dose
Name: Robert E. Dose
Title: Vice President




PNC BANK, NATIONAL ASSOCIATION,
as Lender and as Agent

By: /slJeanette Vandenbergh____
Name: Jeanette Vandenbergh
Title:  Vice President



Exhibit 21.1
LIST OF SUBSIDIARIES

Virco Inc.
2027 Harpers Way
Torrance, CA 90501



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iféllewing Registration Statements:

(1) Registration Statement (Form S-8 No. 325%39) pertaining to the Virco Mfg. Corporation ¥98tock Incentive Pla

(2) Registration Statement (Form S-8 No. 333-17) pertaining to the Virco Mfg. Corporation Boyee Stock Ownership Ple

(3) Registration Statement (Form S-8 No. F3®832) pertaining to the Virco Mfg. Corporation 4R} Savings Plal

(4) Registration Statement (Form S-8 No. 333874) pertaining to the Virco Mfg. Corporation0Z0Stock Incentive Pla

(5) Registration Statement (Form S-8 No. 335%638) pertaining to the Virco Mfg. Corporationl20Stock Incentive Plan, a

(6) Reqgistration Statement (Form S-3 No. 333-18%@f Virco Mfg. Corporation pertaining to the résaf Virco Mfg. Corporation’s
common stock by certain selling security holders;

of our report dated April 25, 2014, with respectte consolidated financial statements and schexfulérco Mfg. Corporation included in this
Annual Report (Form 10-K) for the year ended Jayp@4ar, 2014.

/sl Ernst & Young LLP

Los Angeles, California
April 25, 2014



Exhibit 31.1
CERTIFICATIONS
I, Robert A. Virtue, certify that:

1. I have reviewed this Form 10-K of Virco Mfg. @aration;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procsdoiige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramg@ading the reliability of financial reporting attie preparation of financial statements fol
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntai report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitihgit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repog) tias materially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a si@mifiole in the registrant’s
internal control over financial reporting.

/s/ Robert A. Virtue
Robert A. Virtue

President, Chief Executive Officer and ChairmathefBoard
Date: April 23, 2014 (Principal Executive Officer)




Exhibit 31.2
CERTIFICATIONS
I, Robert E. Dose, certify that:
1. I have reviewed this Form 10-K of Virco Mfg. @aration;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procsdoiige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramg@ading the reliability of financial reporting attie preparation of financial statements fol
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntai report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitihgit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repog) tias materially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a si@mifiole in the registrant’s
internal control over financial reporting.

/s/ Robert E. Dose
Robert E. Dose

Vice President — Finance, Secretary and Treasuren ipal
Date: April 23, 2014 Financial Officer)




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Each of the undersigned hereby certifies, in hgacdy as an officer of Virco Mfg. Corporation (th@ompany”), for purposes of 18 U.S.C.
Section 1350, as adopted pursuant to Section 9€¢&dBarbanes-Oxley Act of 2002, that to his owovkedge:

. The Annual Report of the Company on Form 10-Ktlfee period ended January 31, 2014, fully compligtk the requirements
of Section 13(a) of the Securities Exchange Ac%84; and

. The information contained in such report faphgsents, in all material respects, the finanaaldition and results of operation
of the Company.

Dated: April 23, 2014

/s/ Robert A. Virtue

Robert A. Virtue

President, Chief Executive Officer
and Chairman of the Board
(Principal Executive Officer)

/s/ Robert E. Dose

Robert E. Dose

Vice President — Finance, Secretary and Treasurer
(Principal Financial Officer)

A signed original of this written statement reqdit®y Section 906 has been provided to Virco Mfgrpg@oation and will be retained by Virco
Mfg. Corporation and furnished to the Securitied Bmchange Commission or its staff upon request.



