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Item 2.02 Results of Operations and Financial Condition
 
On March 12, 2019, Optical Cable Corporation issued a press release announcing its first quarter of fiscal year 2019 financial results. Also on March 12,
2019, Optical Cable Corporation held an earnings call. The press release is attached hereto as Exhibit 99.1 and the transcript for the earnings call is attached
as Exhibit 99.2.
 
 
Item 9.01 Financial Statements and Exhibits
 
(d) Exhibits
 
The following are filed as Exhibits to this Report.
 
   
Exhibit No.  Description of Exhibit
  
99.1
 
99.2   

Press Release dated March 12, 2019 (FILED HEREWITH)
 
Transcript of earnings call on March 12, 2019  (FILED HEREWITH)
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OPTICAL CABLE CORPORATION
  
By:  /s/ TRACY G. SMITH
Name:  Tracy G. Smith
Title:  Senior Vice President and Chief Financial Officer
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SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 
 
 
 
 
 
 
 
Dated: March 13, 2019
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OPTICAL CABLE CORPORATION
5290 Concourse Drive
Roanoke, VA 24019
(Nasdaq GM: OCC)
www.occfiber.com

 
AT THE COMPANY: 
 
Neil Wilkin Tracy Smith
Chairman, President & CEO Senior Vice President & CFO
(540) 265-0690 (540) 265-0690
investorrelations@occfiber.com investorrelations@occfiber.com
                                 
AT JOELE FRANK, WILKINSON BRIMMER KATCHER:
 
Andrew Siegel Aaron Palash
(212) 355-4449 ext. 8627 (212) 355-4449 ext. 8603
occ-jfwbk@joelefrank.com occ-jfwbk@joelefrank.com
                                       
FOR IMMEDIATE RELEASE
 

OPTICAL CABLE CORPORATION REPORTS
FIRST QUARTER 2019 FINANCIAL RESULTS

 
Roanoke, Va., March 12, 2019 — Optical Cable Corporation (Nasdaq GM: OCC) (“OCC®” or the “Company”) today announced financial results for its
first quarter ended January 31, 2019.
 
First Quarter 2019 Financial Results
 
Consolidated net sales were $16.8 million in the first quarter of fiscal year 2019, a decrease of 4.6% when compared to net sales of $17.6 million in the first
quarter of fiscal year 2018. The Company’s net sales in enterprise and specialty markets decreased in the first quarter of fiscal year 2019, compared to the
same period last year. The net decrease in the specialty markets reflects $1.2 million in net sales related to a military project during the first quarter of last
year that did not recur this year. OCC’s sales order backlog/forward load was $10.0 million at the end of the first quarter—higher than typically would be
expected.
 
Gross profit was $3.6 million in the first quarter of fiscal year 2019, compared to gross profit of $5.2 million in the same period last year. Gross profit margin,
or gross profit as a percentage of net sales, was 21.3% in the first quarter of fiscal year 2019 compared to 29.8% for the same period in fiscal year 2018.
 
OCC’s net sales and gross profit during the first quarter of fiscal year 2019 were impacted by initiatives intended to ultimately increase production throughput
and efficiency in order to meet increased product demand over the short- and long-term. These initiatives, which include the expansion, training, and
restructuring of the Company’s manufacturing workforce, and certain process changes, created throughput constraints and inefficiencies in the Roanoke
facility—particularly increased labor related costs—in the first quarter of fiscal 2019.
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SG&A expenses were $6.8 million during the first quarter of fiscal year 2019, an increase of 21.9% compared to $5.6 million for the first quarter of fiscal
year 2018. SG&A expenses as a percentage of net sales were 40.4% in the first quarter of fiscal year 2019, compared to 31.7% during the same period last
year. The increase in SG&A expenses was primarily the result of increases in employee related costs totaling $1.1 million. The largest increase in employee
related costs was a result of share-based compensation expense of $862,000 in the first quarter of fiscal year 2019, an increase of $749,000 in such costs
compared to the same period in fiscal year 2018, as a result of previously granted long-term, performance-based equity grants that vested on January 31,
2019.
 
For the first quarter of fiscal year 2019, OCC recorded a net loss of $3.3 million, or $0.44 per basic and diluted share, compared to a net loss of $410,000, or
$0.06 per basic and diluted share, for the first quarter of fiscal year 2018.
 
Management's Comments
 
Neil Wilkin, President and Chief Executive Officer of OCC, said, “Demand for OCC’s comprehensive suite of innovative and integrated solutions continues
to show strength—particularly in a number of our specialty markets—and OCC is taking actions to meet this increasing product demand. We are working
hard to quickly realize the ultimate benefits of initiatives to increase manufacturing throughput and enhanced operational efficiency.”
 
Mr. Wilkin concluded, “We are excited about the opportunities we see for 2019 and beyond. As we move forward, we are focused on executing on our growth
strategies and marketing initiatives in targeted markets to meet the needs of our diverse customer base. We are confident the actions we are taking will
position OCC to deliver enhanced value for shareholders.”
 
Conference Call Information
 
As previously announced, OCC will host a conference call today, March 12, 2019, at 10:00 a.m. Eastern Time. Individuals wishing to participate in the
conference call should call (866) 610-1072 in the U.S. or (973) 935-2840 internationally, passcode 4580908. For interested individuals unable to join the call,
a replay will be available through Tuesday, March 19, 2019 by dialing (800) 585-8367 or (404) 537-3406, passcode 4580908. The call will also be broadcast
live over the Internet and can be accessed by visiting the investor relations section of the Company’s website at www.occfiber.com.
 
Company Information
 
Optical Cable Corporation (“OCC®”) is a leading manufacturer of a broad range of fiber optic and copper data communication cabling and connectivity
solutions primarily for the enterprise market and various harsh environment and specialty markets (collectively, the non-carrier markets) and also the wireless
carrier market, offering integrated suites of high quality products which operate as a system solution or seamlessly integrate with other providers’ offerings.
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OCC® is internationally recognized for pioneering innovative fiber optic and copper communications technologies, including fiber optic cable designs for the
most demanding environments and applications, copper connectivity designs to meet the highest data communication industry standards, as well as a broad
product offering built on the evolution of these fundamental technologies.
 
OCC uses its expertise to deliver cabling and connectivity products and integrated solutions that are best suited to the performance requirements of each end-
user’s application. And, OCC’s solutions offerings cover a broad range of applications—from commercial, enterprise network, datacenter, residential and
campus installations to customized products for specialty applications and harsh environments, including military, industrial, mining, petrochemical and
broadcast applications, as well as for the wireless carrier market.
 
Founded in 1983, OCC is headquartered in Roanoke, Virginia with offices, manufacturing and warehouse facilities located in Roanoke, Virginia, near
Asheville, North Carolina and near Dallas, Texas. OCC’s facilities are ISO 9001:2015 registered and its Roanoke and Dallas facilities are MIL-STD-790G
certified.
 
Optical Cable Corporation™, OCC®, Procyon®, Superior Modular Products™, SMP Data Communications™, Applied Optical Systems™, and associated
logos are trademarks of Optical Cable Corporation.
 
Further information about OCC® is available at www.occfiber.com.
 
FORWARD-LOOKING INFORMATION
 
This news release by Optical Cable Corporation and its subsidiaries (collectively, the “Company” or “OCC”) 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 our 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 known and unknown variables,
uncertainties, contingencies and risks that may cause actual events or results to differ materially from our expectations, and such known and unknown
variables, uncertainties, contingencies and risks may also adversely affect Optical Cable Corporation and its subsidiaries, the Company’s future results of
operations and future financial condition, and/or the future equity value of the Company. A partial list of such variables, uncertainties, contingencies and risks
that could cause or contribute to such differences from our expectations or that could otherwise adversely affect Optical Cable Corporation and its subsidiaries
is set forth in Optical Cable Corporation’s quarterly and annual reports filed with the Securities and Exchange Commission (“SEC”) under the heading
“Forward-Looking Information.” OCC’s quarterly and annual reports are available to the public on the SEC’s website at http://www.sec.gov. In providing
forward-looking information, the Company expressly disclaims any obligation to update this information, whether as a result of new information, future
events or otherwise except as required by applicable laws and regulations.
 

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

(thousands, except per share data)
(unaudited)

 

 
 

  Three Months Ended
January 31,  

  2019   2018  
         
Net sales  $ 16,751  $ 17,551 
Cost of goods sold   13,188   12,322 
         

Gross profit   3,563   5,229 
         
SG&A expenses   6,774   5,558 
Royalty (income) expense, net  ─   (5)
Amortization of intangible assets   10   7 
         

Loss from operations   (3,221)   (331)
         
Interest expense, net   (116)   (129)
Other, net  ─   10 

Other expense, net   (116)   (119)
         

Loss before income taxes   (3,337)   (450)
         
Income tax benefit   27   40 
         

Net loss  $ (3,310)  $ (410)
         
Net loss per share:         

Basic and diluted  $ (0.44)  $ (0.06)
         
Weighted average shares outstanding:         

Basic and diluted   7,537   6,668 
 

 
 

--MORE--
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OPTICAL CABLE CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEET DATA

(thousands)
(unaudited)

 
 

 
 

 
  January 31,   October 31,  
  2019   2018  
Cash  $ 418  $ 177 
Trade accounts receivable, net   9,851   12,833 
Inventories   19,486   17,475 
Other current assets   518   562 

Total current assets   30,273   31,047 
Non-current assets   11,894   12,051 

Total assets  $ 42,167  $ 43,098 
         
Current liabilities  $ 7,711  $ 7,028 
Non-current liabilities   10,961   9,259 

Total liabilities   18,672   16,287 
Total shareholders’ equity   23,495   26,811 
Total liabilities and shareholders’ equity  $ 42,167  $ 43,098 

 
 

 
 

###
 



Exhibit 99.2
 
 
Transcript: OCC –Q1 2019 Earnings Conference Call - 03/12/19 10:00 AM
 
 
 
 
CORPORATE PARTICIPANTS
 
Andrew Siegel Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Neil D. Wilkin Optical Cable Corporation - Chairman, President & CEO
 
Tracy G. Smith Optical Cable Corporation - Senior VP, CFO & Corporate Secretary
 
 
PRESENTATION
 
Operator
 
Good morning. My name is Christy, and I'll be your conference operator today. At this time, I would like to welcome everyone to the Optical Cable
Corporation First Quarter 2019 Earnings Conference Call. (Operator Instructions)
 
I'll now turn the call over to Mr. Siegel.
 
 
Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Good morning, and thank you all for participating on Optical Cable Corporation's first quarter of fiscal year 2019 conference call. By this time,everyone
should have a copy of the earnings press release issued earlier today. You can also visit occfiber.com for a copy.
 
On the call with us today are Neil Wilkin, President and Chief Executive Officer of OCC and Tracy Smith, Senior Vice President and Chief Financial Officer.
Before we begin, I'd like to remind everyone that 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 and risks including, but not limited to, those factors referenced in the
forward-looking statements section of this morning's press release. These cautionary statements apply to the contents of the Internet webcast on occfiber.com
as well as today's call.
 
With that, I'll turn the call over to Neil Wilkin. Neil, please begin.
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Thank you, Andrew, and good morning, everyone. I will begin the call today with a few opening remarks regarding our first quarter of fiscal year 2019. Tracy
will then review the first quarter results for the three-month period ended January 31, 2019 in some additional detail. After Tracy's remarks, we will answer as
many of your questions as we can. As is our normal practice, we will only take questions from analysts and institutional investors during the Q&A session.
However, we also offer other shareholders the opportunity to submit questions in advance of our earnings call. Instructions regarding such submissions are
included in our press release announcing the date and time of our call.
 
OCC's net sales and gross profit during the first quarter of fiscal year 2019 were impacted by initiatives we implemented to increase throughput and efficiency
at our Roanoke facility, in order to meet increased demand for our products over the short- and long-term. These initiatives, which include the expansion,
training and restructuring of our manufacturing workforce, and changes to certain processes, resulted in certain short-term throughput constraints and
inefficiencies in the first quarter, particularly increased labor-related costs.
 
Every effort is being made to eliminate the future impact to cost of goods sold from the implementation of these initiatives and to realize the anticipated
benefits of these initiatives to increase manufacturing throughput and enhanced operational efficiency, and to support increased sales volume.
 
Demand for OCC's comprehensive suite of innovative and integrated solutions continues to show strength, particularly in a number of our specialty markets.
And we are taking action, including our operational initiatives, to meet this increasing product demand.
 
We continue to focus on expense management and appropriate investment in personnel and initiatives that we believe are necessary for future growth and
shareholder value creation.
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Our sales order backlog and forward load, particularly for our fiber optic cable products, was higher than usual at the end of the first quarter and into the
second quarter, an indication of our market strength. As of January 31, 2019, our total sales order backlog/forward load was $10 million, or approximately 5
to 6 weeks of net sales, on a trailing 12-month basis. By comparison, our sales order backlog/forward load was $8 million, or approximately 7 to 8 weeks of
net sales, on a trailing 12-month basis as of October 31, 2018, the end of our fiscal year.
 
We're excited about the opportunities we see for fiscal 2019 and beyond. As we move forward, we are focused on executing our current growth strategies and
initiatives in targeted markets to meet the needs of our diverse customer base. And we are confident that the actions we are taking will position OCC to
deliver enhanced value for shareholders.
 
And with that, I will now turn the call over to Tracy Smith, who will review some of the specifics regarding our first quarter financial results.
 
 
Tracy G. Smith - Optical Cable Corporation - Senior VP, CFO & Corporate Secretary
 
Thank you, Neil. Consolidated net sales for the first quarter of fiscal 2019 were $16.8 million, a decrease of 4.6%, compared to net sales of $17.6 million for
the first quarter of fiscal 2018. We experienced a decrease in net sales in both our specialty and enterprise markets in the first quarter of fiscal 2019, compared
to the same period last year. The net decrease in the specialty markets reflects $1.2 million in net sales related to a military project during the first quarter of
last year that did not recur this year.
 
Net sales to customers in the United States decreased 2% in the first quarter of fiscal 2019 compared to the same period last year, and net sales to customers
outside of the United States decreased 14.1% compared to the same period last year. OCC's sales order backlog/forward load was $10 million at the end of the
first quarter, higher than typically would be expected.
 
Turning to gross profit. Gross profit was $3.6 million in the first quarter of fiscal 2019 compared to $5.2 million in the first quarter of fiscal 2018. Gross profit
margin, or gross profit as a percentage of net sales, was 21.3% in the first quarter of fiscal 2019 compared to 29.8% in the first quarter of fiscal 2018.
 
OCC's decrease in net sales and gross profit during the first quarter of fiscal year 2019, when compared to the same period last year, is primarily due to the
negative impact of throughput constraints and inefficiencies in our Roanoke facility that resulted from the expansion, training and restructuring of our
manufacturing workforce and from certain process changes, initiatives intended to ultimately increase throughput and efficiency in order to meet increased
product demand over the short- and long-term.
 
While every effort is being made to eliminate the initial negative impact and realize the anticipated benefits of these initiatives, we may continue to see some
negative impacts on our net sales and gross profit margin during our second quarter.
 
SG&A expenses increased 21.9% to $6.8 million during the first quarter of fiscal 2019 compared to $5.6 million for the same period last year. SG&A
expenses as a percentage of net sales were 40.4% in the first quarter of fiscal 2019 compared to 31.7% in the first quarter of fiscal 2018.
 
The increase in SG&A expenses was primarily the result of increases in employee related costs totaling $1.1 million. The largest increase in employee related
costs was a result of share-based compensation expense of $862,000 in the first quarter of fiscal year 2019, an increase of $749,000 compared to the same
period in fiscal year 2018, as a result of previously granted long-term, performance-based equity grants that vested on January 31, 2019.
 
The higher share-based compensation expense incurred in the first quarter of fiscal year 2019 is not expected to recur in the remaining three quarters of fiscal
year 2019. Additionally, long-term performance-based equity grants, normally considered for grant to employees in January of each year, were not made in
January 2019.
 
OCC recorded a net loss of $3.3 million, or $0.44 per basic and diluted share, for the first quarter of fiscal 2019, compared to a net loss of $410,000, or $0.06
per basic and diluted share, for the first quarter of fiscal 2018.
 
As of January 31, 2019, we had outstanding borrowings of $4.8 million on our revolving credit note and $2.2 million in available credit. We also had
outstanding loan balances of $6.4 million under our real estate term loans.
 
With that, I'll turn the call back over to Neil.
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Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Thank you, Tracy. And now, if you have any questions, we are happy to answer them. Operator, if you could please indicate the instructions for our
participants to call in any questions they may have, I would appreciate it. Again, we are only taking live questions from institutional investors and analysts.
 
 
QUESTIONS AND ANSWERS
 
Operator
 
(Operator Instructions) And you have a question from Hugh MacMillan of Highlands Pacific.
 
 
Hugh MacMillan – Highlands Pacific
 
Yes, please. Neil and Tracy, if you could just talk a little bit -- you are, obviously, making big investments. And even those sales and even adjusting for the
backlog increase, if not increased, at nearly the pace in the fourth quarter. And I just wanted to ask if you could just sort of lay out what you're seeing in your
specialty markets that's sort of the driver behind your optimism and your expected growth to make those investments?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Sure. Thanks Hugh, appreciate the question. We've seen, OCC has a very diverse sales customer base, both from an industry standpoint, geographically as
well as by individual customer. And so what we've been seeing in some of our specialty markets is a particular level of strength because of the solutions we've
put together. You'll notice also, in the first quarter of this year that we had a -- compared to last year, we had a significant military order that did not recur in
this first quarter. And so if you take out some of those differences and others that are not, we won’t go into specifics, we believe that there's a fair amount of
strength in our ongoing business. I think also what we've disclosed on many occasions is that the first half of the year tends to be slower for us than the
second half of the year, and so based on -- and so that's not unusual for us to see it a little bit slower in that first half of the year. If you recall, last year, we
grew sales at about 37% and an increase in gross profit about 34%, and it's going through that process and the growth that we saw last year, we also saw
where we needed to make some investments, so that we could ensure that we have the capability to fully serve our customers. And so that's what's generating
the need for those investments as well as our optimism.
 
 
Hugh MacMillan – Highlands Pacific
 
Great, appreciate it. Thank you, Neil. And the seasonality, can you just -- sort of, what drives that level of typical seasonality that you -- where you see the
back half being a stronger, typically, part of the year?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
There's a number of things that have driven that over the years. Now last year we really didn't experience it at the same level. And again, that goes back to the
fact that we're selling into diverse markets, both by industry, geography and individual customers. And so seasonality can be overridden by significant
changes in any of those groups of customers or geographies or industries. But as a general rule, taking out those kind of anomalies that occur in the first half--
the first quarter for us is November, December and January. So you are in the winter months and they are also high holiday months, and we've typically seen
sales into our customer base as not being as high during that first quarter. And that normally carries onto the second quarter, too, which ends in April.
 
 
Hugh MacMillan – Highlands Pacific
 
Great, thank you very much, appreciate it.
 
Operator
 
(Operator Instructions) And we have no further questions at this time. I'll turn the call back over to Neil for any additional or closing remarks.
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Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Thank you, Christy. We also get questions sometimes submitted by individual investors. And I think we have some of those today. Andrew, could you?
 
 
Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Yes, Neil. In advance of today's call, two shareholders submitted some questions. Actually, both of those shareholders asked about 5G. So let's start there.
They asked what kind of interest are you seeing? And is that going to be a tailwind for OCC?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Okay. We believe that 5G is a significant opportunity, an important opportunity for OCC. And we're taking steps so that we can be positioned in our markets
and our channels that will allow us to participate in that. And we're excited about those opportunities. It's hard for us to predict exactly what that's going to
look like compared to prior roll outs, other than it seems based, at least on the technology, that 5G should be much more significant than prior wireless carrier
roll outs. That's not to say that OCC will necessarily realize that significant increase, but certainly, we're doing everything we can to take advantage of that.
 
 
Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Thanks, Neil. The second shareholder who submitted questions did ask about 5G, but also submitted about 17 other questions. So we'll try to move through
them quickly. The first group of questions related to new investors in OCC stock, including some prominent individual investors. And he asked how these
investments came about? What they might mean for the company? And whether these shareholders are -- how involved they are in the company's operations
and oversight?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Okay. Well we're, obviously, very appreciative and pleased that -- to have some new investors and some new interest in OCC. We believe that hopefully
demonstrates their confidence in our business model as well as the opportunities that OCC is positioning itself for over the longer term. We've always tried to
manage OCC with a view towards the longer term as opposed to quarter-to-quarter. We don't have any formal advisory role with any of our shareholders other
than the board members who are shareholders and the management team that are shareholders. But we do keep an open dialogue with all of our shareholders
and welcome those conversations as they choose to engage with us, and we'll continue to do so.
 
 
Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Thanks, Neil. The next question was whether the company has received any unsolicited acquisition proposals? Can you comment on that?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
No, we don't ever comment on any M&A strategy or any sort of conversations or approaches that people have with us, and I think that that's very typical of
any company, quite frankly – that’s a public company. We are very committed to focusing on what's best for our shareholders and the long-term value of our
shareholders. And we've also, have demonstrated our alignment with all of our shareholders through the investments and the ownership that our board has and
that our management team has. So we're fully committed to making sure that shareholders are receiving the maximum appropriate value over the longer term
and making sure we're doing everything to create that value. But I can't comment specifically on any sort of unsolicited acquisition proposals or any other
things of that nature.
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Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Okay. The next group of questions are related to cash at the quarter-end being lower than in the prior quarter. And there are also -- he also submitted several
questions related to the cost of the initiatives taking place in the first quarter and the breakdown of how much of that was SG&A and cost of goods spending?
Can you provide any more clarity on that?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
I can, and Tracy may want to jump in here and make a couple of comments. I think it's important -- one thing that's important based on the question that
you've mentioned, Andrew, is that the initiatives that we've had in place are substantially reflected in cost of goods sold. And the SG&A substantially reflects
the additional charge that we had in the first quarter related to the high-growth we had, particularly in our performance last year, for shares that were still
subject to forfeiture until the end of January, which is the end of our first quarter. Did you want to comment,Tracy, anything on cash or...?
 
 
Tracy G. Smith - Optical Cable Corporation - Senior VP, CFO & Corporate Secretary
 
I don't really have anything specific to comment on related to cash, but I will say that there's some additional discussion that might be found later when we
file our Form 10-Q, which we anticipate doing later today.
 
 
Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Okay. The next set of questions are related to plans for future stock-based compensation. And I guess, capital allocation, more broadly, around share
repurchases and/or dividends. Can you talk about that?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Sure. So stock compensation has always been an important part of what the board has considered when compensating the OCC leadership team. And the
reason is, is because they truly believe, and I do as well, that by creating that alignment with shareholders and having the leadership team have risk -- wealth
at risk in OCC's results creates that alignment, and that's an important thing to have. We have not granted shares this January like we normally did. We
thought that that was appropriate, given some of the initiatives we have underway and some of the impact we saw that might have as we got to the end of
January. We do have the situation with our stock comp -- the way we structure our stock comp is by doing restricted shares, and most recently, in the last
couple of years, they've all been performance-based shares. And so that's a little bit stronger than some other companies structure their compensation. And --
so that performance-based aspect is very important. We've done it as restricted shares because it helps minimize dilution, and it also helps reduce the expense
to OCC relative to other types of equity compensation, like equity, I mean,like option equity as opposed to restricted stock like we use. I know that there was
one question in that group of questions, Andrew, that you had mentioned before to me, before the call, about net vesting and how that works. And yes, when
the leadership team shares vest, they have the opportunity to either write a check to the company to pay the withholding taxes associated with those restricted
shares or to net vest and reduce the number of shares that are vesting in order to pay for those taxes. Historically, a number of us have written significant
checks to the company in order to pay for that, but those are also based on individual situations and timing as to whether that's appropriate. Again, that goes
back to the fact that we structure our equity compensation in a way that we believe is best for the company and appropriate. Restricted stock, because of this
tax feature, is not as advantageous to the leadership team as stock options would be, which would allow for deferring of taxes. But we believe it's appropriate
and it works for OCC, and we believe it works for our shareholders. 
 
 
Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
The next question, Neil, was related to the backlog at the end of the year. The shareholder thanked you for disclosing sales backlog at the end of the first
quarter and asked where it stood at the end of -- if you could disclose that going forward? And where was the backlog at the end of the fiscal year?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Okay. We -- in our opening remarks or prior remarks, Tracy did note the backlog at the end of October of $8 million. At OCC, we've always been very
committed to making sure we make disclosures that we believe are meaningful to our shareholders and that provide information and guidance. And so
sometimes we will disclose backlog because we believe it's an indication of a piece of information a customer -- excuse me, the shareholders would like to
know and in other cases where we don't believe that provides significant information we haven't disclosed it. But as you'll see in the Q, which we plan
on filing later today, as well as referring back to Tracy's earlier remarks, we have disclosed it in this instance because we thought that it provided at least some
indication that OCC, despite a small decrease in net sales in the first quarter of this year compared to the same quarter of last year, is a good indication of our
strength from a sales standpoint.
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Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
The next question, Neil, little change of speed here. Asked about if the board has ever considered separating the Chairman and CEO roles?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Thank you, Andrew. Our board, I'm very proud of this, has been very committed to appropriate governance and we take a lot of pride in that, particularly even
as a smaller reporting company. As a smaller reporting company, some of those best governance practices, and the time it takes to be a public company, take a
lot of time. But our board is committed to going through those processes and looking at them and making sure we're doing what makes sense, what's best for
the shareholders and best for the company. The board does look at these sorts of issues every year as part of its corporate governance, and we talk about that
in our proxy statement, which has already been filed. And so if someone has an interest in some of the considerations, they can go back and look at the proxy
statement for some information. But generally what we've found, and it's not unusual for a smaller reporting company, is that it's less necessary and we're not
sure of the additional benefit that would be achieved by separating those roles.
 
 
Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Thanks, Neil. The next question related to who you think are your peer companies. I know you don't disclose any specific list. Can you comment on peers?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Sure. So typically when people are talking about peers, they're talking about other public companies that are comparable to OCC. We can also talk about
peers in terms of competitors, and OCC is privileged to be in many, many different markets, in the specialty side of our business as well as in the enterprise
side of our business. And what's interesting is that, from a competitive standpoint, our competitors are very varied even in those different markets. So the
enterprise side of the business, we have various different competitors, including Corning and CommScope and others, and we talk about these in our 10-K. In
other specialty markets, we have different competitors. And we are very fortunate in all of the markets we play in and to have a significant role, despite being
a much smaller company. Now when it comes to talking about peers from a public company standpoint, despite the fact that OCC does have the strong
presence from a market standpoint, in fiber optic, in connectivity, in copper and copper connectivity in the markets in which we play, we are -- our peers from
a public company standpoint are much, much bigger than us. And so it's hard to look at other public companies and compare them as an apple-to-apple
comparison to Optical Cable Corporation.
 
 
Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Thanks. The next question was about, at the local operating plant level, can you breakdown the value produced by your 3 major locations and separately the
cost of corporate? What kind of a breakdown or more detail can you offer there? They were also asking about capacity utilization at each plant?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Okay. We don't -- for competitive reasons, we don't really provide that kind of granular information about individual plants. The other reason why it's --
what's useful to know about OCC is, because of those products that we produce, those different plants are so interrelated it’s part of the systems approach. We
don't really look at those or try to separate those out as different businesses. So the products that are made in Dallas are connected and fill the systems to -- in
the specialty markets to fiber optic cable that's made in Roanoke and products that are made in Roanoke are connected with products that are made in
Asheville for the enterprise market. And so as your -- at some level, it doesn't make sense to break things out into that component level either, but really think
of it as a complete system.
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Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Thanks, Neil. The final question was asking for a breakdown in the business and revenue sold through distributors versus OEM sales?
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
I don't have any specifics that we would typically share about our breakdown among different types of customers. But I would say that our distribution
partners are truly strategic partners for OCC. And we work very closely with them and make every effort to work through distribution as we go to market
through our channels. And we believe that adds value for OCC and for our distributors’ customers, who are ultimately either the installers or the end-users of
OCC's products. There are certain limited markets where distribution is not the way customers typically buy products at all and in those cases, we would
typically not go through distribution.
 
 
Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - Partner
 
Thanks, Neil. I'll turn it back to you for closing remarks.
 
 
Neil D. Wilkin - Optical Cable Corporation - Chairman, President & CEO
 
Thank you, Andrew. I'd like to thank everyone for listening to our first quarter conference call today. As always, we appreciate your time and interest in OCC.
As you may or may not have been able to note, I have a head cold today, and so I apologize for you all having to suffer through whatever inconvenience that
caused you today. We appreciate your time and interest in OCC, and thank you for being on the call today.
 
 
Operator
 
Thank you. This does conclude today's conference call. You may now disconnect.
 
 


