
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
 

 

FORM 8-K
 

 
Current Report

Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

 
Date of Report (Date of earliest event reported): September 8, 2004

 

 

OPTICAL CABLE CORPORATION
(Exact name of registrant as specified in its charter)

 

 
Virginia  000-27022  54-1237042

(State or other jurisdiction of
incorporation or organization)  

(Commission File Number)
 

(I.R.S. Employer
Identification Number)

 
5290 Concourse Drive

Roanoke, VA  24019
(Address of principal executive offices)  (Zip Code)

 
(540) 265-0690

(Registrant’s telephone number, including area code)
 

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions (see General Instruction A.2. below):
 
☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
 



Item 2.02. Results of Operations and Financial Condition
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FOR IMMEDIATE RELEASE:
 OPTICAL CABLE CORPORATION REPORTS IMPROVED EARNINGS FOR

THIRD QUARTER 2004 AND NINE MONTH PERIOD
 
ROANOKE, VA, September 8, 2004 — Optical Cable Corporation (Nasdaq NM: OCCF) today announced financial results for its fiscal third quarter and nine
months ended July 31, 2004.
 
Third Quarter 2004 Financial Results
 Optical Cable reported that net income increased significantly to $318,000, or $0.06 per basic and diluted share for its third fiscal quarter ended July 31, 2004,
compared to a net loss of $71,000, or $0.01 per basic and diluted share for the same period last year.
 
Net sales for the third quarter of fiscal 2004 increased 9.8% to $11.3 million from $10.3 million for the same period last year. Sequentially, net sales for the third
quarter of fiscal 2004 increased 5.7% compared to net sales of $10.7 million for the second quarter of fiscal 2004.
 
Gross profit as a percentage of net sales for the third quarter was 40.6%, compared to 29.4% for the third quarter of fiscal 2003. By comparison, gross profit
margin was 39.0% for the first quarter of fiscal 2004 and 39.2% for the second quarter of fiscal 2004. The higher than expected gross profit margin in the third
quarter of 2004 was positively
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impacted by the sale of a mix of products with higher margins during the period. During the third quarter of 2003, gross profit margin was negatively impacted by
a charge of $166,000 resulting from a change in estimate with respect to the net realizable value of certain finished goods inventory; and a charge of $133,000
resulting from a change in estimate regarding the collectibility of a refund associated with raw material purchases.
 
Selling, general and administrative expenses (excluding shareholder litigation expenses incurred during the fiscal year 2003) (“SG&A expenses”) for the third
quarter of fiscal 2004 increased 38.9% to $4.0 million, compared to $2.9 million for the same period last year.
 
The largest element of the net increase in SG&A expenses was compensation costs. The increase in compensation costs represented approximately 65% of the net
increase. Compensation costs have increased as a result of increases in commissions as net sales have increased, increases in employee incentives targeted to
improve financial results, incentives paid to the sales force associated with the Company’s market segment initiatives and new hires. Other costs that contributed
to the increase in SG&A include costs associated with the expensing of restricted stock grants for both members of management and non-employee directors. As
previously disclosed, during fiscal year 2004 the Company began using restricted stock grants as management incentives in lieu of stock options. Additionally,
during 2004, in accordance with the Company’s 2004 Non-employee Directors Stock Plan approved by the shareholders at its annual meeting on March 9, 2004,
Optical Cable began using restricted stock grants as partial compensation for non-employee directors as payment for Board services in lieu of cash. Generally,
restricted stock grants are expensed over the vesting period of the grant, where stock options historically have not been expensed.
 
Fiscal Year-to-Date 2004 Financial Results
 The Company recorded net income for the first nine months of fiscal 2004 of $419,000 or $0.08 per basic share and $0.07 per diluted share, compared to a net
loss of $91,000, or $0.02 per basic and diluted share for the same period last year. Net sales for the first nine months of fiscal 2004 increased 5.0% to $31.3
million from $29.8 million for the same period last year. The Company’s gross profit margin increased to 39.6% for the first nine months of fiscal 2004 compared
to 34.8% for the same period last year. SG&A expenses for the first nine months of fiscal 2004 increased 21.8% to $11.6 million from $9.6 million for the same
period last year.
 
Management’s Comments
 “We are quite pleased with the results for the third quarter. The market continues to show signs of strengthening and Optical Cable is on target to meet expected
revenue growth for the year,” stated Neil Wilkin, President and CEO of Optical Cable Corporation.
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“We continue to work toward further improving Optical Cable’s financial results by executing our strategy of increasing penetration in targeted markets and
building the critical mass of infrastructure and human resources necessary to make that result possible,” Mr. Wilkin added.
 
Company Information
 Optical Cable Corporation pioneered the design and production of special tight buffered fiber optic cables for the most demanding military field applications in
the early 1980s. At its ISO 9001:2000 registered facility in Roanoke, Virginia, the Company manufactures a broad range of fiber optic cables that can be used
both indoors and outdoors and utilize a tight buffered coating process that provides mechanical and environmental protection for the optical fiber. The current
product portfolio is built on the evolution of the Company’s fundamental technologies and designed to provide end-users with significant value.
 
Further information about Optical Cable Corporation is available on the World Wide Web at www.occfiber.com.
 
FORWARD-LOOKING INFORMATION
 This news release by Optical Cable Corporation (the “Company”) may contain certain “forward-looking” information within the meaning of the federal securities
laws. The forward-looking information may include, among other information, (i) statements concerning the Company’s outlook for the future, (ii) statements of
belief, anticipation or expectation, (iii) future plans, strategies or anticipated events, and (iv) similar information and statements concerning matters that are not
historical facts. Such forward-looking information is subject to risks and uncertainties that may cause actual events to differ materially from the Company’s
expectations. Factors that could cause or contribute to such differences include, but are not limited to, the level of sales to key customers, including distributors;
the economic conditions affecting network service providers; corporate spending on information technology; actions by competitors; fluctuations in the price of
raw materials (including optical fiber); the Company’s dependence on a single manufacturing facility; the Company’s ability to protect its proprietary
manufacturing technology; market conditions influencing prices or pricing; the Company’s dependence on a limited number of suppliers; an adverse outcome in
litigation, claims and other actions, and potential litigation, claims and other actions against the Company; an adverse outcome in regulatory reviews and audits
and potential regulatory reviews and audits; an adverse change in laws and regulations associated with the extraterritorial income exclusion; adverse changes in
state tax laws and/or positions taken by state taxing authorities affecting the Company; technological changes and introductions of new competing products;
economic conditions that affect the telecommunications sector, certain technology sectors or the economy as a whole; terrorist attacks or acts of war, particularly
given the acts of terrorism against the United States and subsequent military responses by the United States, and any potential future military conflicts; ability to
retain key personnel; the impact of changes in accounting policies, including those by the Securities and Exchange Commission and the Public Company
Accounting Oversight
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Board; changes in market demand, exchange rates, productivity, weather or market and economic conditions in the areas of the world in which the Company
operates and markets its products and the Company’s success in managing the risks involved in the foregoing. The Company cautions readers that the foregoing
list of important factors is not exclusive and the Company incorporates by reference those factors included in current reports on Form 8-K.
 

(Financial Tables Follow)
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OPTICAL CABLE CORPORATION
CONDENSED STATEMENTS OF OPERATIONS

(thousands, except per share data)
(unaudited)

 

   

Three Months Ended
July 31,

  

Nine Months Ended
July 31,

 

   

2004

  

2003

  

2004

  

2003

 
Net sales   $ 11,265  $ 10,260  $ 31,268  $ 29,764 
Cost of goods sold    6,695   7,243   18,878   19,395 
      
Gross profit    4,570   3,017   12,390   10,369 
Selling, general and administrative expenses    4,040   2,907   11,638   9,552 
Shareholder litigation settlement expense    —     296   —     871 
Loss on impairment of machinery and equipment    —     —     —     117 
      
Income (loss) from operations    530   (186)   752   (171)

Interest expense, net    (28)   (38)   (89)   (113)
Other, net    (10)   6   (15)   38 
      
Other expense, net    (38)   (32)   (104)   (75)
      
Income (loss) before income taxes    492   (218)   648   (246)

Income tax expense (benefit)    174   (147)   229   (155)
      
Net income (loss)   $ 318  $ (71)  $ 419  $ (91)

      
Net income (loss) per share                  

Basic   $ 0.06  $ (0.01)  $ 0.08  $ (0.02)

      
Diluted   $ 0.06  $ (0.01)  $ 0.07  $ (0.02)

      
Weighted average shares outstanding                  

Basic    5,612   5,453   5,579   5,831 

      
Diluted    5,625   5,453   5,626   5,831 

      
 

—MORE—
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OPTICAL CABLE CORPORATION
CONDENSED BALANCE SHEET DATA

(thousands)
(unaudited)

 

   

July 31,
2004

  

October 31,
2003

Cash   $ 3,068  $ 2,337
Trade accounts receivable, net of allowance for doubtful accounts    8,089   7,688
Inventories    6,676   6,625
Other current assets    830   1,178
     

Total current assets   $ 18,663  $ 17,828
Non-current assets    12,105   12,357
     
Total assets   $ 30,768  $ 30,185

     
Total current liabilities   $ 3,485  $ 3,551
Non-current liabilities    —     —  
     
Total liabilities    3,485   3,551
Total shareholders’ equity    27,283   26,634
     
Total liabilities and shareholders’ equity   $ 30,768  $ 30,185

     
 

###
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OPTICAL CABLE CORPORATION, #11008282
Third Quarter Earnings

September 9, 2004, 10:00 a.m., ET
Financial Relations Board

Chairperson: Marilyn Meek
 
Operator

  

Good morning, ladies and gentlemen. Welcome to the Optical Cable third quarter earnings conference call. At this time, all participant lines
have been placed in a listen-only mode. Following today’s presentation, instructions will be given for the question and answer session. If
anyone requires assistance on today’s conference, please press the star followed by the zero and the conference operator will assist you. As a
reminder, this conference is being recorded Thursday, September 9, 2004.

   At this time I would now like to turn the conference over to Marilyn Meek with Financial Relations Board. Please go ahead, ma’am.

M. Meek

  

Thank you. Good morning and thank you all for participating on Optical Cable Corporation’s third quarter fiscal 2004 conference call. By this
time everyone should have obtained a copy of the earnings release. However, if you haven’t please call my office at Financial Relations Board
at 212-445-8474 and we’ll fax or email a copy to you immediately.

 

  

On the call with us today is Neil Wilkin, Chairman of the Board, President and Chief Executive Officer of Optical Cable Corporation as well as
other members of senior management.

 

  

Before we begin I’d like to remind everyone this call may contain forward looking statements that involve risks and uncertainties. The actual
future results of Optical Cable Corporation may differ materially due to a number of factors including but not limited to those factors set forth in
detail in the forward looking statement section of yesterday’s press release. These cautionary statements apply to the contents of the internet
webcast on www.fulldisclosure.com as well as today’s call.

   I’d like to now turn the call over to Neil Wilkin. Neil, please begin.

N. Wilkin
  

Thank you, Marilyn, and good morning. Joining me here today at Optical Cable Corporation’s offices are Tracy Smith, our Chief Financial
Officer, Luke Huybrechts, our Senior Vice President of Operations, and Charlie Carson, our Senior Vice President of Marketing and Sales.

 

  

We’ll start with a few introductory remarks. We will then briefly review some of the financial results for the third quarter of fiscal year 2004 and
then comment on some recent developments at OCC. Finally, we’ll answer as many of your questions as we can.

 
OPTICAL CABLE CORPORATION   Page 1



 

 

I would like to remind everyone that Optical Cable Corporation like a number of other companies does not provide specific earnings guidance.
Having said that, we continue to see signs that the short to moderate distance fiberoptic cable market is gaining strength.

 

 

Consistent with statements we made last quarter, we continue to believe our markets will show annual growth percentages in the single digit
during fiscal 2004. That belief is consistent with our year-to-date net sales which increased 5% compared to the same period last year and with
our third quarter net sales which showed a 9.8% increase over the previous year’s third quarter.

  As we’ve reported in prior quarters this year, we continue to see strong forward sales load.

 

 

The pattern of net sales we experienced during fiscal year 2003 and the first nine months of 2004 are consistent with the seasonality patterns
experienced by the company prior to fiscal year 2001. Specifically, net sales historically were relatively lower in the first half of each fiscal year
and relatively higher in the second half of each fiscal year. We expect that pattern to continue during the remainder of this year.

 

 

We continue to believe our market position is solid relative to the competition. As stated in prior quarters, we continue to focus on increasing
profitable sales ahead of the market and building the critical mass of infrastructure and human resources needed to execute our strategy.

  Now let’s review the results for the third quarter.

 

 

We reported net income of $318,000, or 6 cents per basic and diluted share for our third fiscal quarter ended July 31, 2004, compared to a net loss
of $71,000, or 1 cent per basic and diluted share for the same period last year.

 

 

On a year-to-date basis, we reported net income of $419,000, or 8 cents per basic share and 7 cents per diluted share compared to a net loss of
$91,000 or 2 cents per basic and diluted share for the same period last year. This also compares to $315,000 or 5 cents per share of net income for
all of fiscal year 2003.

 

 

Net sales for the third quarter of fiscal 2004 increased 9.8% to $11.3 million from $10.3 million for the same period last year. Sequentially net
sales for the third quarter of fiscal 2004 increased 5.7% compared to net sales of $10.7 million for the second quarter of fiscal 2004.

  Net sales for the first nine months of fiscal 2004 increased 5% to $31.3 million from $29.8 million for the same period last year.
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Gross profit as a percentage of net sales for the third quarter was 40.6% compared to 29.4% for the third quarter of fiscal 2003. By comparison,
the gross margin was 39% for the first quarter of fiscal 2004 and 39.2% for the second quarter of fiscal 2004.

 

 

The higher than expected gross profit margin in the third quarter of 2004 was positively impacted by the sale of a mix of products with higher
margins during the period.

 

 

During the third quarter of 2003, you will recall gross profit margin was negatively impacted by a charge of $166,000 resulting from a change in
estimate with respect to a net realizable value of certain finished goods inventory and a charge of $133,000 resulting from a change in estimate
regarding the collectability of a refund associated with raw material purchases.

  The company’s gross profit margin increased to 39.6% for the first nine months of fiscal 2004 compared to 34.8% for the same period last year.

 

 

I have stated in previous earnings calls that we expected our gross margins to be in the 33% to 35% range over the longer term. At the same time,
I’ve also indicated that Optical Cable will continue to make efforts to sell higher margin products into targeted markets and to control
manufacturing costs as appropriate.

 

 

The higher than anticipated gross profit margin during the first nine months of fiscal year 2004 was the result of the sale of a mix of products with
higher margins during the period and the result of the sale of inventory which had previously been estimated to be at a lower net realizable value
compared with manufactured costs during the first quarter.

 

 

At this point we anticipate our gross margins may be slightly higher than we originally thought with a more likely range being 35% to 37% for
the foreseeable future. A number of factors could impact our expectation, however, including product sales mix as well as changes in our
judgment and estimates regarding the saleability of individual inventory items and our estimate of the ultimate selling prices for those items.

 

 

Selling, general and administrative expenses for the third quarter of fiscal 2004 increased 38.9% to $4.0 million compared to $2.9 million during
the same period last year. The largest element of the net increase in SG&A expenses was compensation costs. The increase in compensation costs
represents approximately 65% of the net increase. Compensation costs have increased as a result of increases in commissions as net sales have
increased, increases in employee incentives targeted to improve financial results which were achieved so far this year, incentives paid to the
salesforce associated with our market segment initiatives as well as new hires.
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Other compensation costs that have contributed to the increase include costs associated with expensing restricted stock grants for both members
of the management team and non-employee directors. As previously disclosed, during fiscal year 2004 we began using restricted stock grants as
management incentives in lieu of stock options. Additionally, during 2004 we began using restricted stock grants as partial compensation for
non-employee directors as payment for board services in lieu of cash. Generally, restricted stock grants are expensed over the vesting period of
the grant where stock options historically have not been expensed.

+

  

SG&A expenses for the first nine months of fiscal 2004 increased 21.8% to $11.6 million from $9.6 million for the same period last year. We
continue to monitor all of our expenses including SG&A in order to keep our costs down, but are also working towards building a stronger
company for the future.

 

  

We have added and will continue to add as necessary appropriate personnel and resources that will permit us to increase sales and profitability
over the longer term.

 

  

With respect to our bank debt, we are pleased to report that as of July 31, 2004, we continue to have no outstanding debt balance on our bank
line of credit. Additionally, we have a cash balance of over $3.1 million as of July 31, 2004.

 

  

We are pleased that we are able to continue to operate profitably. Our third quarter results reflect efforts we have made to improve our overall
financial results. As I have stated previously, your management team continues to be committed to further increasing sales and profitability.

 

  

Since our last earnings call as announced in July, we added a new member of our Board of Directors. John Williamson joined our Board and
will also serve as a member of our Audit Committee. John is President, Chief Executive Officer, Chairman of the Board of RGC Resources,
Inc., which is a NASDAQ national market listed company and a company that’s located in Roanoke. We’re quite pleased John agreed to join the
Board and look forward to the contributions he’s sure to make.

 

  

At this time, we’d be happy to answer questions. Marilyn, if you would please indicate or have the operator indicate the instructions for
participants to call in their questions, I would appreciate it.

M. Meek

  

Thank you, Neil. I would just like to remind everyone we will be taking questions only from analysts and fund investors and in the interest of
time, each person wishing to ask questions will be permitted to ask two questions. We will allow for additional questions at the end if there is
time. Operator, could you please give the instructions?
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Operator

  

Thank you, ma’am. Ladies and gentlemen, if you do have a question, please press the star followed by the one on your pushbutton phone. If
you’d like to withdraw from the polling process, please press the star followed by the two. You will hear a 3-toned prompt acknowledging
your selection. Your questions will be polled in the order that they are received. If you are using speaker equipment we do ask that you lift the
handset before pressing the numbers. One moment please for our first question.

   Our first question comes from Kevin Wenck. Please state your company affiliation followed by your question.

K. Wenck   Polynous Capital Management. Good morning, Neil.

N. Wilkin   Good morning, Kevin.

K. Wenck

  

Very nice quarter. I know you made some comments about the gross margins and you’ve raised the range a little bit from what previous
comments that had been. But on earlier calls, I’ve asked some questions about how much previously written down inventory might have
increased gross margins. It seemed like that was a relatively minor contributor. Is that still the case?

M. Wilkin

  

It’s a minor contributor and it’s been a consistent contributor. We do have each quarter some write off of old inventory but it’s been rather
consistent. The only unusual event that occurred in Q1 which is we had some previously written off inventory that we sold and that
contributed to increasing the gross margin in Q1.

K. Wenck
  

My memory of our discussion on that call was it might have increased gross margins .2% or something as a percentage of sales, so you’re
getting it most from product mix. Is that still correct?

N. Wilkin

  

I don’t recall the exact percentage from our prior discussion but yes, most of this is from product mix and because we sell to various different
industries and various different customer types and for various different applications, some of that we can control through our marketing
efforts, but some of it depends on demand at any point in time.

K. Wenck

  

Help us understand why the gross margins you’ve seen through the first three quarters now of the year will possibly go back to lower levels.
Could you give us any more color as to what kind of product mix is driving the current gross margins because after 3 quarters of them looking
pretty consistent at this point and slight improvements sequentially each quarter, it’d be helpful for us to understand what’s going to cause
them to go back to the 35% to 37% range.
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N. Wilkin

  

I think as you know, Kevin, from dealing with me I try to make sure we’re not overly optimistic in a way that would be inappropriate and our
best estimates based on where we see the fourth quarter so far which obviously our visibility’s a little bit limited, but we have some
indications, and the fact that we’ve seen fluctuations. I mean the first quarter would have been exactly in that range but for this inventory sale
that we had. I feel uncomfortable raising it to a much higher rate.

 

  

I’m not saying it can’t go higher and clearly we are doing our utmost to improve our efficiencies and improve our gross margins through not
only the sale of product mix but what’s being done on the operations side. At this point I just feel uncomfortable saying it’s going to be much
higher than the 35%-37% range.

 

  

That doesn’t mean it won’t be, but I’d really feel like I was not being fair to you all if it ended up being in that range but I was on this call
saying we expected it to be exactly as it had been in the second and third quarters.

 

  

We have large projects that can significantly influence our margins from quarter-to-quarter. We’ve been very fortunate as to how that’s played
out this quarter and I think the 35-37% is a good range but I can guarantee you we’re working to make it higher at every opportunity. One
thing that’s helping us is as the industry has gained strength recently, we’re not seeing and don’t expect to see significant pricing pressures.

K. Wenck   Okay, thanks for your time.

Operator

  

Thank you sir. Ladies and gentlemen, if there are additional audio questions at this time, please press the star followed by the one. As a
reminder if you are using speaker equipment we do ask that you lift your hand set before pressing the numbers. One moment please for our
next question. Our next question is a follow up question from Kevin Wenck. Please go ahead with your question.

K. Wenck
  

Just too early for everyone this morning. In terms of looking into next year, what kind of hiring plans do you have at this point and what
would a preliminary capital budget look like at this point?

N. Wilkin
  

I’m not prepared to comment on a capital budget at this point, what it’s going to look like for next year. We’re not far enough along internally
to comment at this point.

 

  

What I would say is you’ll notice in our press release we don’t include the statement of cash flows. You’ll notice when we file the 10Q which
should be before the end of this week, we had originally budgeted $2.6 million as I’ve said on prior calls for capital expenditures for this year
and we haven’t quite been expending as much money as we anticipated simply because we’re taking our time and doing it smartly rather than
arbitrary spending money.
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What you’ll notice when you look at the 10Q is that we haven’t quite stayed on target for $2.6 by the end of the fiscal year. In fact, we’re
substantially short of that. When you look at the cash flow statement in the 10Q, also look at the commitments that we’ve made because
there’s some things we’ve spent recently that are rather significant that you’ll at least get an idea of where we’re at year-to-date in the 10Q.

 

  

I can’t really say what the budget is. We’ve got our list of things that we’re changing and improvements we’re making to build out the
infrastructure and items that have been budgeted for this year that don’t get spent are going to be carried over to next year.

 

  

I only answered your question about the cap ex. The other question was number of people. With respect to the number of people, there’s 2
groups of folks that end up impacting our income statement. You have the folks that we add on the production floor and that gets put into cost
of goods sold. Then we have other folks, whether it be engineering or other positions that end up in sales and general and administrative sales
people, everything else other than production essentially.

 

  

We’ve been continuing to add and we’ve had a number of folks start last week on the production side and even as we’ve been adding people,
the gross margins have been holding up.

 

  

With respect to other adds there’s a couple of individuals that we plan on hiring to expand our engineering group. As part of the reorganization
we talked about last quarter, technology and engineering is expanding its capabilities but I don’t see at this point that it’s going to significantly
impact our SG&A expenses above our current levels.

 

  

I haven’t given you any specifics. I don’t want to get into a specific headcount as far as adds go, but hopefully that answers your question and
gives you an idea of where we’re at.

K. Wenck   What is headcount currently?

N. Wilkin
  

It is 199 people which includes some independent dedicated contractors but that’s consistent with the number we’ve been disclosing
previously. That’s up from 188 I think as of the second quarter.

K. Wenck
  

Okay, and then one last or general question. Maybe an internal assessment of things that you feel the company is doing very well right now
and then some areas that you feel that you’re still working on to improve things with the company.
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N. Wilkin
  

I think there’s a number of things we do very well which is the reason why we continue to be well positioned in the marketplace. We have an
outstanding salesforce very well positioned with our customer base, with our distributor base and they add a whole lot of value to the company.

 

  

We have significant and technical capabilities that we have here because the folks who are here at OCC, a large number of them have years and
years of experience from a technical aspect of the fiberoptic cable industry.

 

  

We are well positioned because of our product offering to target specific market segments where our products are particularly well suited and
we expect that to be beneficial going forward.

 

  

Those are some of our significant strengths. Also financially would be another one. I’ll mention a couple of areas that I want to improve and
then if I can think of any other strengths or if anyone else around the table has a couple they want to mention, then we’ll point those out.

 

  

As far as weaknesses go, while our infrastructure is in good shape, it’s something that needed improving and part of what was inherited by the
essentially new management team was a facility that needed some upgrading and we’re in the process of doing that. That’s an area where we’re
going to see a future benefit going forward and it’s something we’re addressing.

 

  

As part of that, I continually am working towards getting better and more information more quickly and getting that pushed down further in the
organization so that people can continue to improve their decision making capabilities and really act in a more significant way towards
advancing the company at all levels.

 

  

I’m a big believer in the fact that each person at the company, no matter what their position, has a real opportunity to significantly impact our
profitability, significantly impact our relationship with customers, significantly impact our efficiency.

 

  

On weakness, I guess one of the things, Kevin, and you and I’ve talked about and I don’t know if I’d describe it particularly as a weakness, but
something that we’ll continue to look at improving is our investor relations function and we’ve taken some steps down that road but I think
there’s some further steps we can take.

 

  

You know how sensitive I am to the fact that I want to make sure we’re getting good information out to people but I don’t want to be acting in a
way that would somehow artificially affect our stock price. I’ve said on numerous occasions that I think the best way to improve our stock
performance is to focus on the fundamentals of the business and prove as I believe this year we have, at least through the third quarter, our
ability to increase profits, increase efficiencies, increase sales and to continue to do that going forward.
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I guess another strength while we’re circling around and I’m starting to ramble a little bit, but another strength that I really want to focus on is
the fact that OCC, the management team, is really focused on building that critical mass that’s necessary to sustain the company through
future growth. One of the things I hope shareholders will see and that I expect to see is over the longer term as sales increase, we can start to
see more dollars dropping to the net income line and I think that’s a real advantage of what we’re doing now and what we’re building now.

K. Wenck   Great, thanks a lot for all your comments.

Operator   Thank you sir. Gentlemen, at this time we have no additional audio questions. Please continue with any further statements you wish to raise.

N. Wilkin
  

Thank you, everyone, for taking the time to participate on our third quarter earnings call this morning. We appreciate your time, your
questions and your interest in Optical Cable Corporation. Hope everyone has a nice day. Thank you.

Operator

  

Thank you, sir. Ladies and gentlemen, at this time we will conclude the Optical Cable third quarter earnings conference call. If you’d like to
listen to a replay of today’s presentation, please dial 1-800-405-2236 or you may also dial 303/590-3000 you will need to enter an access code
of 11008282. Thank you for your participation on today’s teleconference and at this time we will conclude and you may now disconnect.
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