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Item 2.02   Results of Operations and Financial Condition

Item 9.01   Financial Statements and Exhibits

  Signatures

  Exhibits

Item 2.02. Results of Operations and Financial Condition

On January 25, 2007, Optical Cable Corporation issued a press release announcing its fourth quarter and fiscal year 2006 financial results. On January 26, 2007,
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

(c) Exhibits

The following are filed as Exhibits to this Report.
 
Exhibit No.  Description of Exhibit
99.1   Press release issued January 25, 2007 (FILED HEREWITH)

99.2   Transcript of earnings call on January 26, 2007 (FILED HEREWITH)
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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.
 

OPTICAL CABLE CORPORATION

By:  /s/ TRACY G. SMITH
Name: Tracy G. Smith
Title:  Vice President and Chief Financial Officer

Dated: January 31, 2007
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OPTICAL CABLE CORPORATION
5290 Concourse Drive
Roanoke, VA 24019
(Nasdaq GM: OCCF)
www.occfiber.com

 
AT THE COMPANY:  
Neil Wilkin  Tracy Smith
President & CEO  Vice President & CFO
(540) 265-0690  (540) 265-0690
investorrelations@occfiber.com  investorrelations@occfiber.com
 
AT JOELE FRANK, WILKINSON BRIMMER KATCHER:
Andrew Siegel  Ryan May
(212) 355-4449 ext. 127  (212) 355-4449 ext. 132
asiegel@joelefrank.com  rmay@joelefrank.com

FOR IMMEDIATE RELEASE

OPTICAL CABLE CORPORATION REPORTS
FISCAL FOURTH QUARTER 2006 FINANCIAL RESULTS

Net Sales and Net Income Increase
During the Fourth Quarter Compared to Same Period Last Year

ROANOKE, VA, January 25, 2007 — Optical Cable Corporation (Nasdaq GM: OCCF) today announced financial results for its fiscal fourth quarter and year
ended October 31, 2006.

Fourth Quarter 2006 Financial Results

Optical Cable reported net income of $751,000, or $0.13 per basic and diluted share for its fourth quarter ended October 31, 2006, compared to net income of
$195,000, or $0.03 per basic and diluted share for the same period last year.

Net sales for the fourth quarter of fiscal 2006 increased 7.1% to $12.6 million compared to net sales of $11.8 million for the comparable period last year.
Sequentially, net sales for the fourth quarter of fiscal 2006 increased 9.2% compared to net sales of $11.6 million for the third quarter of fiscal 2006. The
Company’s net sales growth during the quarter was achieved over a broad customer base and product mix, with increases seen in the Company’s commercial
markets. Despite the overall increase in quarterly net sales, certain targeted specialty markets continue to remain challenging due to what the Company believes to
be a lower number of available projects and customer budgetary constraints, among other factors.

Gross profit as a percentage of net sales for the fourth quarter of fiscal 2006 increased to 37.6% compared to 35.9% for the fourth quarter of fiscal 2005.

The Company believes the net income results achieved during the fourth quarter are generally indicative of Optical Cable’s ability to
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leverage the investments it has made to improve its facilities, processes, systems and personnel to deliver greater shareholder returns. The Company continues to
believe that these improvements will enhance its plant efficiency, its customer service, and the scalability of its business. While results can vary from quarter-to-
quarter due to market fluctuations in the markets in which the Company operates, Optical Cable believes that these improvements will support sustainable long-
term revenue and earnings growth and will create significant value for the Company’s shareholders.

Selling, general and administrative expenses (“SG&A expenses”) for the fourth quarter of fiscal 2006 decreased 6.9% to $3.7 million from $4.0 million for the
comparable period last year. SG&A expenses as a percentage of net sales were 29.2% in the fourth quarter of fiscal 2006 compared to 33.6% in the fourth quarter
of fiscal 2005.

Fiscal Year 2006 Financial Results

Optical Cable reported net income of $351,000, or $0.06 per basic and diluted share, for its fiscal year ended October 31, 2006, compared to net income of $1.2
million, or $0.20 per basic and diluted share, for fiscal year 2005.

Total net sales for fiscal year 2006 decreased 1.2% to $45.3 million compared to net sales of $45.9 million in the prior year. Net sales in the U.S. for fiscal year
2006 decreased 10.7% to $34.8 million compared to $39.0 million in fiscal 2005, while net sales outside the U.S. increased 52.0% to $10.5 million compared to
$6.9 million in fiscal 2005. Optical Cable increased sales in its commercial markets in both the U.S. and outside the U.S., while sales in certain targeted specialty
markets declined during fiscal year 2006.

Gross profit margin decreased to 34.0% for fiscal year 2006 compared to 38.9% in fiscal year 2005. A number of factors contributed to the decrease in the gross
profit margin during fiscal year 2006 compared to fiscal year 2005, including, among others, increased sales of lower margin products and a temporary decrease
in manufacturing efficiency related to the ongoing implementation of Optical Cable’s new ERP system, particularly during the first half of fiscal year 2006.

SG&A expenses decreased 7.0% to $14.9 million in fiscal year 2006 compared to $16.0 million in fiscal year 2005. SG&A expenses as a percentage of net sales
decreased to 32.9% in fiscal year 2006 compared to 34.9% in fiscal year 2005. SG&A expenses decreased during fiscal 2006 largely due to reductions in
employee compensation costs, marketing expenses, travel and entertainment costs, and product qualification and certification fees. The largest element of the net
decrease in SG&A expenses was incentive-based employee compensation costs due to the fact that the financial results during fiscal year 2006 were less
favorable than planned—particularly during the first half of the year.

Management’s Comments

Mr. Neil Wilkin, President and CEO of Optical Cable Corporation, stated, “The Optical Cable team delivered strong financial performance for shareholders
during the fourth quarter—increasing net sales, gross profit margin and net income. Optical Cable’s increase in net sales and improved gross profit margin in the
fourth quarter demonstrate that we are successfully executing on our strategic plan and that the investments we are making to upgrade our infrastructure and
capabilities have begun to bear fruit.”

“Importantly, our strong sales during the quarter were driven by a diverse and well-balanced customer base with increases coming from our commercial markets
rather than specialty markets. Although we will continue to face challenges ahead, including anticipated seasonality in our first fiscal quarter, we believe we have
the right strategies in place to drive continued growth and profitability over the long term. Further, we remain confident that the successful execution of our
strategic plan to date—and the continued successful execution of that plan—position Optical Cable to enhance shareholder value,” Mr. Wilkin concluded.
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Company Information

Optical Cable Corporation is a leading manufacturer of fiber optic cables primarily sold into the enterprise market, and the premier manufacturer of military
ground tactical fiber optic cable for the U.S. military. Founded in 1983, Optical Cable Corporation pioneered the design and production of fiber optic cables for
the most demanding military field applications, as well as fiber optic cables suitable for both indoor and outdoor use. The Company’s current broad product
offering is built on the evolution of these fundamental technologies, and is designed to provide end-users with fiber optic cables that are easy and economical to
install, provide a high degree of reliability and offer outstanding performance characteristics. Optical Cable Corporation sells its products worldwide for uses
ranging from commercial and campus installations to customized products for specialty applications and harsh environments, including military applications. The
Company manufactures its high quality fiber optic cables at its ISO 9001:2000 registered and MIL-STD-790F certified facility located in Roanoke, Virginia.

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;
timing of certain projects and purchases by key customers; the economic conditions affecting network service providers; corporate and/or government 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; further adverse changes 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; changes in end-user preferences of competing technologies, including copper cable and
wireless, relative to fiber optic cable; economic conditions that affect the telecommunications sector, certain technology sectors or the economy as a whole;
terrorist attacks or acts of war, and any potential future military conflicts; changes in the level of military spending by the United States government; ability to
retain key personnel; the Company’s ability to successfully implement planned changes to its information technology systems and manufacturing processes; the
impact of changes in accounting policies, including those by the Securities and Exchange Commission and the Public Company Accounting Oversight Board; the
Company’s ability to successfully comply with, and the cost of compliance with, the provisions of Section 404 of the Sarbanes-Oxley Act of 2002 or any
revisions to that act which
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apply to the Company; impact of future consolidation among competitors and/or among customers adversely affecting the Company’s position with its customers
and/or our market position; actions by customers adversely affecting the Company in reaction to the expansion of the Company’s product offering in any manner,
including, but not limited to, by offering products that compete with its customers, and/or by entering into alliances with, and/or making investments in or with,
parties that compete with and/or have conflicts with customers of the Company; adverse reactions by customers, vendors or other service providers to unsolicited
proposals regarding the acquisition of the Company by another company; the additional costs of considering and possibly defending the Company’s position on
such unsolicited proposals regarding the acquisition of us by another company; impact of weather or natural disasters in the areas of the world in which the
Company operates and markets its products; changes in market demand, exchange rates, productivity, 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

October 31,   
Fiscal Year Ended

October 31,  
   2006   2005   2006   2005  
Net sales   $12,641  $11,801  $45,330  $45,899 
Cost of goods sold    7,893   7,565   29,908   28,067 

    
 

       
 

   
 

Gross profit    4,748   4,236   15,422   17,832 
SG&A expenses    3,686   3,961   14,900   16,026 

    
 

       
 

   
 

Income from operations    1,062   275   522   1,806 

Interest income (expense), net    (11)  9   (10)  (21)
Other, net    (3)  24   (9)  37 

    
 

       
 

   
 

Other income (expense), net    (14)  33   (19)  16 
    

 
       

 
   

 

Income before income taxes    1,048   308   503   1,822 

Income tax expense    297   113   152   650 
    

 
       

 
   

 

Net income   $ 751  $ 195  $ 351  $ 1,172 
    

 

       

 

   

 

Net income per share:       
Basic and diluted   $ 0.13  $ 0.03  $ 0.06  $ 0.20 

    

 

       

 

   

 

Weighted average shares outstanding:       
Basic    6,011   5,801   5,954   5,776 

    

 

       

 

   

 

Diluted    6,014   5,856   5,966   5,800 
    

 

       

 

   

 

—MORE—
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OPTICAL CABLE CORPORATION
CONDENSED BALANCE SHEET DATA

(thousands)
(unaudited)

 

   
October 31,

2006   
October 31,

2005
Cash   $ 555  $ 3,290
Trade accounts receivable, net    8,297   8,174
Inventories    8,615   8,706
Other current assets    1,280   588

        

Total current assets   $ 18,747  $ 20,758
Non-current assets    16,044   14,186

        

Total assets   $ 34,791  $ 34,944
        

Current liabilities   $ 4,306  $ 5,599
Non-current liabilities    50   —  

        

Total liabilities   $ 4,356  $ 5,599
Total shareholders’ equity    30,435   29,345

        

Total liabilities and shareholders’ equity   $ 34,791  $ 34,944
        

###
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Conference Call Transcript

OCCF - Q4 2006 Optical Cable Earnings Conference Call

Event Date/Time: Jan. 26. 2007 / 10:00AM ET



Operator

Good morning. My name is Tony, and I will be your conference operator today. At this time I would like to welcome everyone to the Optical Cable Corporation
conference call. (OPERATOR INSTRUCTIONS).

Thank you. It is now my pleasure to turn the floor over to your host, Andrew Siegel of Joele Frank, Wilkinson Brimmer Katcher. Sir, you may begin your
conference.

Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - IR

Thank you, Tony, and good morning. Thank you all for participating in Optical Cable Corporation’s fourth quarter and fiscal year 2006 conference call. By this
time everyone should have obtained a copy of the earnings press release. If you have not, please visit the Company’s website at www.occfiber.com for a copy of
the press release.

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

Before we begin, I would 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 included 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.occfiber.com, as well as
today’s call.

Now I would like to turn the call over to Neil Wilkin. Neil, please begin.

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

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

I would like to begin the call today with a few opening remarks. I will then have Tracy review the fourth quarter and full-year results for the three-month and
twelve-month periods ended October 31, 2006. And after Tracy’s remarks, I will provide a few closing comments, and then we will answer as many of your
questions as we can.

I would like to note that during the Q&A session we will — as we normally do — take questions from analysts and institutional investors. Additionally, we will
also answer a number of questions from individual investors that were submitted prior to today’s call.

As a reminder, when we do offer an opportunity for shareholders to submit questions in advance of our earnings call, we will include instructions regarding such
submissions in our press release announcing the date and time of our earnings call as we did for today’s call.

The Optical Cable Corporation team delivered strong financial performance for shareholders during the fourth quarter — increasing net sales, gross profit margin
and net income. Optical Cable’s increase in net sales and improved gross profit margin in the fourth quarter demonstrate that we are successfully executing our
strategic plan and that the investments we’re making to upgrade our infrastructure and capabilities have begun to bear fruit.

Our strong sales during the quarter were driven by a diverse and well-balanced customer base with increases coming from our commercial markets rather than
specialty markets. Although we will continue to face challenges ahead, including the anticipated seasonality in our first fiscal quarter, we believe that we have the
right strategies in place to drive continued growth and profitability over the long-term.

Further, we remain confident that the successful execution of our strategic plan to date — and the continued successful execution of that plan — position Optical
Cable to enhance shareholder value.

During the fourth quarter, our net sales reached $12.6 million and our net income was $0.13 per basic and diluted common share. Both financial measures were
greater than in any quarter since the telecommunications industry downturn in 2001. We believe the net income results achieved during the fourth quarter are
generally indicative of our ability to leverage the investments we have made to improve our facilities, processes, systems and capabilities with a goal of delivering
ever-increasing returns to our shareholders.



During the second half of fiscal 2006, we successfully addressed certain factors contributing to the lower net sales and gross profit margins experienced in the
first half of the year. Specifically, we identified and corrected a number of issues impacting our manufacturing lead times and throughput during the first half of
fiscal year 2006. These issues arose in connection with our implementation of a number of necessary systems and process changes during the year — including
some associated with our enterprise resource planning system (or ERP system). Correcting these issues has also allowed us to improve our customer service and
on-time delivery rates in the second half of the year. We believe this positively impacted our financial results in the fourth quarter.

During fiscal year 2006, we experienced strong net sales in our commercial markets (which traditionally have relatively lower gross profit margins) in both the
U.S. and outside the U.S. However, net sales in certain targeted specialty markets (which traditionally had relatively higher gross profit margins) remained
challenging throughout fiscal 2006 due to what we believe to be fewer available projects and customer budgetary constraints, among other factors.

I would also like to point out that our net sales continue to be impacted by the timing of projects and other market factors — AND sales in certain of our specialty
markets tend to be more susceptible to these factors, impacting not only net sales but also gross profit margins on a quarter to quarter basis.

We continued to manage our expenses during fiscal 2006, including SG&A expenses — keeping costs down — while at the same time executing our strategic
plan. Tracy will provide you more details in a moment, but we are very pleased that we have been able to control SG&A expenses again this year.

I would like to specifically note for you that — as you would expect and as is appropriate — expenses for incentive-based compensation for employees were
significantly reduced during fiscal year 2006 due to the fact that the financial results during the year were less favorable than planned — particularly during the
first half of the year.

Also, during the fourth quarter, we closed on new credit facilities with Roanoke-based Valley Bank. As a result, we have increased our usable available credit and
lowered our interest rate (and some other associated expenses) when compared to our former credit facility. The new facility provides Optical Cable with
sufficient working capital resources, as well as resources necessary to complete our planned capital expenditures and fund other potential strategic initiatives.

I will now turn the call over to Tracy Smith, our Chief Financial Officer, who will review some specifics regarding our fourth quarter and fiscal year 2006
financial results.

Tracy Smith - Optical Cable Corporation - CFO

Thank you, Neil. For our fourth quarter of fiscal year 2006, we reported net income of $751,000, or $0.13 per basic and diluted share, compared to net income of
$195,000, or $0.03 per basic and diluted share, for the same period last year. For fiscal year 2006, we reported net income of $351,000, or $0.06 per basic and
diluted share, compared to net income of $1.2 million, or $0.20 per basic and diluted share, for fiscal year 2005. The change was primarily due to the decrease in
net sales and gross profit margin for fiscal year 2006 compared to 2005, partially offset by decreases in SG&A expenses during fiscal year 2006.

Net sales increased 7.1% to $12.6 million for the fourth quarter of fiscal year 2006 compared to $11.8 million for the same period last year. Sequentially, net sales
for the fourth quarter of fiscal year 2006 increased 9.2% compared to net sales of $11.6 million for the third quarter of fiscal year 2006.

Total net sales for fiscal year 2006 decreased 1.2% to $45.3 million compared to net sales of $45.9 million in the prior year. Net sales in the U.S. for fiscal year
2006 decreased 10.7% to $34.8 million compared to $39.0 million in fiscal year 2005, while net sales outside the U.S. increased 52% to $10.5 million compared
to $6.9 million in fiscal year 2005.



We are pleased with our solid net sales growth in the fourth quarter, while we experienced an increase in net sales (both in the U.S. and internationally) in what
we call our commercial markets during fiscal 2006 compared to fiscal 2005. However, this increase was more than offset by decreases in net sales for certain of
our specialty markets.

We believe the improvement in net sales, net income and gross profit margin in the fourth quarter is an indication that we have successfully addressed certain
factors contributing to the lower net sales and gross profit margins experienced in the first six months of 2006. Specifically, we have identified and corrected a
number of the issues impacting our manufacturing lead times and manufacturing efficiencies. Longer-term we believe that these improvements will make Optical
Cable more efficient and will create value for the Company’s shareholders.

Gross profit margin or gross profit as a percentage of net sales increased to 37.6% for the fourth quarter of 2006 compared to 35.9% for the same period last year.
Gross profit margin for the quarter improved compared to gross profit margins of 33.4%, 30.3% and 34.3% respectively for the first three quarters of fiscal year
2006.

Gross profit margin decreased to 34% for fiscal year 2006 compared to 38.9% for the fiscal year 2005. A number of factors contributed to the decrease in gross
profit margin during fiscal year 2006 compared to fiscal year 2005 including, among others, increased sales of lower margin products and a temporary decrease in
manufacturing efficiency related to the ongoing implementation of our new ERP system — particularly during the first half of fiscal year 2006.

Our gross profit margin percentages are heavily dependent upon product mix on a quarterly basis and may deviate from expectations based on both anticipated
and unanticipated changes in product mix.

SG&A expenses for the fourth quarter of fiscal year 2006 decreased 6.9% to $3.7 million compared to $4 million for the comparable period last year. SG&A
expenses as a percentage of net sales were 29.2% in the fourth quarter of 2006 compared to 33.6% in the fourth quarter of fiscal year 2005. SG&A expenses
decreased 7.0% to $14.9 million in fiscal year 2006 compared to $16 million in fiscal year 2005. SG&A expenses as a percentage of net sales were 32.9% in
fiscal year 2006 compared to 34.9% in fiscal year 2005.

The net decrease in SG&A expenses during fiscal year 2006 compared to fiscal year 2005 was due to a reduction of certain expenses throughout the year
including, among others, employee compensation, marketing expenses, travel and entertainment costs and product qualification and certification fees. The largest
element of the net decrease in SG&A expenses was decreases in incentive-based compensation costs due to the fact that the financial results during fiscal year
2006 were less favorable than planned — particularly during the first half of the year.

On September 25, 2006, we closed on revolving credit facilities with Valley Bank and terminated our former credit facility with Wachovia. The new credit
facilities provide a working capital line of credit with availability of up to $5 million, a machinery and equipment line of credit with availability of an additional
$2 million and a real estate term loan, which provides another $6.5 million in availability — for total available credit of up to $13.5 million. Note though that the
working capital line of credit is subject to certain coverage ratios that can affect availability under that line.

These new credit facilities provide us with an aggregate increased amount of available credit and lowers our interest rate on any borrowings.

And with that, I will turn you back over to Neil for some closing remarks.

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Thank you, Tracy. Your management team and your Board of Directors are, and always have been, fiercely committed first and foremost to increasing shareholder
value. Specifically, we focus on building long-term value rather than generating short-term returns. And while certain factors may result in fluctuations in certain
individual quarters, we believe that we’re taking the necessary steps to position Optical Cable for long-term success and value creation.

Fiscal 2006 was a year of transition for Optical Cable, and quite frankly, as we began 2006 — we did not believe that would be the case. After consistently
growing earnings each year from $0.04 per share in fiscal year 2002 to $0.20 per share in fiscal year 2006, we believed 2006 would be another year of substantial
earnings growth.



But, in the process of building a business for long-term success, disruptions can occur. Optical Cable experienced this during the first half of fiscal 2006, and we
saw the results of those disruptions in our financial results.

We continue to believe that the investments we have made — and continue to make — to improve our facilities, processes, systems and capabilities will enhance
our plant efficiency, our customer service and the scalability of our business. And, we believe that our improvements will support sustainable long-term revenue
and earnings growth and will create significant value for Optical Cable Corporation’s shareholders.

The changes necessary to position Optical Cable for long-term success have not been easy — and our work will continue in 2007 as we take further steps to
implement the key elements of our strategic plan, a plan that includes: leveraging our core product and service strengths in specific targeted market segments and
niches, particularly well-suited — particularly those well-suited for our fiber-optic cable products — including harsh environment applications; pursuing alliance
opportunities designed to preserve and expand channels to market and potentially provide expanded product offerings — in particular, focusing on our ability to
address the evolving marketplace and meet customers’ increasing requests for a solutions-based approach; also, delivering exceptional products and service and
making systematic improvements designed to further enhance our products and customer service, as well as facilitate new product development; and finally,
making investments in our infrastructure designed to improve the scalability of our business and processes necessary for future growth.

We remain confident that we have the right strategies in place, and we believe the results of the fourth quarter demonstrate that we are successfully executing on
our strategic plan. During 2007 we expect that we will continue the work that we have begun, executing the key elements of our plan. We expect to make further
improvements to our facilities, processes and systems and capabilities. And we expect to complete certain of the projects that we have begun — including the
implementation of our new ERP system. We will continue to work to control SG&A expenses — as we have successfully done in the past. And we will continue
to focus on growing sales in our commercial markets and in targeted specialty markets where our products are particularly well-suited.

We believe results will likely vary from quarter to quarter during fiscal year 2007 due to market fluctuations in the markets in which Optical Cable operates,
anticipated and unanticipated fluctuations in product mix, the timing of specific projects and certain budgetary cycles of our customers.

Certain of our targeted specialty markets are particularly susceptible to such fluctuations. In the event sales dip below certain levels — for example, $11 million
in any quarter — gross profit margins (and of course net income) would likely suffer in part due to cost of goods sold being spread over fewer sales dollars.
However, despite any fluctuations in the results on a quarterly basis, for 2007 we expect to return to our pre-2006 pattern of growing earnings year-over-year. And
while like many companies Optical Cable does not give specific earnings guidance, I will say that we expect the annual net income results for fiscal year 2007 to
exceed the results of not only fiscal 2006, but also fiscal 2005.

Within a growing fiber-optics cable industry, Optical Cable is well positioned as an established leader with a strong reputation for product and service excellence,
a strong market position and a broad product offering which includes designs and constructions uniquely suited for harsh environment applications and military
deployments. We look forward to leveraging our market position and unique capabilities in the months and years ahead to create value for our shareholders.

Now we are happy to answer as many of your questions as we can. We will first take calls from our analysts and fund investors, and as time permits, we will
address questions submitted in advance of today’s conference call by our individual investors.

Andrew, could you please indicate the instructions for the participants to call or have the operator do so please?

Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - IR

Operator?



QUESTION AND ANSWER

Operator

(OPERATOR INSTRUCTIONS). [Kevin Wenck], [Polynous Capital Management].

Kevin Wenck - Polynous Capital Management - Analyst

Good morning Neil and Tracy. Congratulations on the good quarter.

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Thank you. Luke is here, too.

Kevin Wenck - Polynous Capital Management - Analyst

Oh hi, Luke. How are you?

Luke Huybrechts - Optical Cable Corporation - SVP, Operations

Just fine. Thank you.

Kevin Wenck - Polynous Capital Management - Analyst

A couple of questions. You had mentioned that some of the systems issues that had affected earlier in 2006 had gotten a lot better by the fourth quarter. How
much incremental volume do you think ended up being shipped in the fourth quarter above what you might call organic product demand in the fourth quarter
because of systems issues being better?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

I think that — well, I don’t think — I would prefer not to comment specifically on the volume. What I will say is what we experienced in the first half of the year
was an increase in lead times and a reduction in customer service as we began the rollout of the ERP system. And what was essentially happening is, as we rolled
out that system onto the production floor, which included new tracking for product movement throughout the plant, we had to pull apart and put back together
again processes that had been done over the years manually. And during that process, there was an education — education was needed of our personnel, and there
were other unforeseen issues that created those problems.

And so we saw lower volumes in the first half of the year, and second half of the year what we saw were higher volumes. Part of it allowed us to service that
volume because of the improvements. Part of it was that I think the last half of the year was stronger for our industry. I mean we have seen some general
improvements, and you have probably been reading about them in some of the industry news releases.

I would point out that a lot of the growth that is being talked about is not so much the enterprise market per se, but the fiber to the home initiatives, which, as you
know, OCC does not participate in as actively as many of the other fiber-optic cable companies.

Kevin Wenck - Polynous Capital Management - Analyst

The gross margin performance, as you know, was quite good, but if you could give us more color on how much of it was product mix and — because I know you
mentioned on the call that commercial is typically somewhat lower gross margin. But within commercial, how much was better product mix, because I would
assume that you had better gross margin product mix within commercial to have that gross margin, and how much of it was better absorption of overall fixed
expenses?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

I think that there is also a third factor, Kevin, and that is the efficiencies in moving product to the floor in the throughput. It is going to be hard for me to break
down that specific data.



As you know, we’re still completing the — well, we finished what I think is the most difficult phase of our ERP implementation. We’re still implementing
portions of that system that are to provide us with more details on that information. So part of it is it is difficult for us to gather that information, quite frankly.

But what I will say is we had improved efficiency out on the floor, and I think that was a substantial contributor. What did not seem to be the case in the quarter
and what was interesting is typically there is a lot of product variation and also, as you pointed out, market segment variation. And it seemed to be more related to
efficiency than it did product mix in the fourth quarter, and that is what we were very pleased about. We did not have — sometimes we will have very large
projects that are focused on specialty opportunities, and those tend to be — require more work and also tend to come with higher margins. Those typically fall in
the specialty markets, but can also fall into the commercial markets. And, in this case we really did not see a lot of that in the fourth quarter, and again that is the
reason why we were so pleased with the results.

Kevin Wenck - Polynous Capital Management - Analyst

Okay. Just one follow-up on that.

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Kevin, can I make one more comment? I think what is also important, though, is part of that throughput efficiency is, as sales get to a certain level, we become
more and more efficient, and what we have been doing is putting capabilities in for us to handle greater volume. And what the fourth quarter also demonstrates
and which is important not to lose is, as soon as you get to you know a certain level in sales, we have more and more dollars dropping to the bottom line, and we
have talked about that before and where we have been. Before what we have been doing is trying to make sure that we built those capabilities, and that has taken
a lot of work and also been focusing on the marketing necessary to ensure that we’re going to get those sales in. And that can be difficult at times because so
much of our business, quite frankly, is related to projects and some of these specialty markets that are subject to significant fluctuations.

Kevin Wenck - Polynous Capital Management - Analyst

Okay. That is helpful. Just as one follow-up to the increased operating efficiencies, I know there’s going to be mix changes both on the product side and between
commercial and specialties over time in the future. But, if you looked at your operations now versus what they were a year or two ago, how much better do you
think you can do on the gross margin side because of the projects that you have implemented in the last year that give you increased efficiencies? Is it 1 to 2%, or
is it possibly 2 to 3% better on the gross margin side from just better systems, better operating procedures and so forth?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Just, at this point, Kevin, we don’t have enough experience for me to intelligently comment on that. Part of the reason why we started this process of putting in an
ERP system was not only because we wanted to gain those efficiencies, but also because it was simply necessary in order for the Company to be sustainable and
for the Company to be scalable, and to service the markets that we have targeted.

So I don’t have an ROI calculation to say, because we have implemented ERP, this is the additional return we have had. I think over time we will be able to
measure that on a more precise basis.

But what we have seen is, in certain instances as we have implemented ERP, it has created more work and some inefficiencies in the number of steps that are
necessary to process orders on the floor. But, at the same time, it has provided more data to allow us in planning more quickly, as well as uncovered opportunities
for us to cut costs where they were not as necessarily visible before. And so there are several factors that are involved in the ERP implementation that net
improved efficiency, but it is going to be hard for me to quantify that.

I’m trying to answer your question, but I cannot answer it in terms of the percentages that we have seen improvements in gross profit margin, which is really what
you have asked.



Kevin Wenck - Polynous Capital Management - Analyst

Okay. Well, thanks for your comments, and I will get back in queue to see if anybody else has questions.

Operator

(OPERATOR INSTRUCTIONS). [Russ Silvestri, Skiritai.]

Russ Silvestri - Skiritai - Analyst

Hello, can you hear me? A couple of questions. What was the depreciation and also the cash flow for the quarter?

Neil Wilkin - Optical Cable Corporation - - Chairman, President & CEO

I’m going to have Tracy look that up, and she can give you that information on the call. It also will be disclosed in our 10-K that is going to be filed most likely
on Monday, no later than Monday.

Tracy Smith - Optical Cable Corporation - - CFO

Depreciation for the year was approximately $1.4 million, and we had — I assume you’re talking about operating cash flows. We had cash used in operating
activities for the year of approximately $58,000.

Russ Silvestri - Skiritai - Analyst

Okay. So that is where you are including your CapEx for the year?

Tracy Smith - Optical Cable Corporation - CFO

No — capital expenditures — the cash used in investing activities was approximately $3.6 million.

Russ Silvestri - Skiritai - Analyst

Okay. Thank you. And then I was just curious going back to the other gentleman’s question, is there a range that you can talk about? I know you probably don’t
want to be nailed down to a specific number, but a range of improvement, is it something where you’re looking for 2 to 3% or 4 to 5?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

What is interesting about our business is it is very difficult for me to speak to that. I think other companies can do that more readily because — one, because
systems. But also even if they had the systems to track that, what you also have in our business in particular is a lot of customized work, a lot of specialty project
work, a lot of product mix issues, and so it is difficult for us to separate the influences on a quarter to quarter basis of what is driving that before the fact and
certainly to say how much of that is related to ERP.

I would expect that we would get some gain, and the fourth quarter may be indicative of some of that gain. You know, maybe it is 1% or 2% or 3%. I don’t think
that it is more than that, but I cannot promise you or even speak specifically as to whether that is the amount of gain we have experienced. So I don’t — I mean
I’m trying to give you enough description, but I cannot — I just don’t have the figures that can give you a more precise answer than that.

Russ Silvestri - Skiritai - Analyst

Yes, I understand the top line makes a difference in terms of the gross margin.



Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Absolutely. And what I’m trying to point out is that makes a difference in our business a lot more than it does in our competitor’s business or more specifically a
lot more than what the portions of our competitor’s business that are visible. Because the enterprise fiber-optic cable business for the enterprise space is buried in
the fiber to the home and other disclosures that they make about what they are seeing in fiber optics generally.

Russ Silvestri - Skiritai - Analyst

Okay. How much benefit did you receive in the quarter from foreign currency?

Tracy Smith - Optical Cable Corporation - CFO

That is just very insignificant typically to our financial results.

Russ Silvestri - Skiritai - Analyst

Okay. What made the international so strong this quarter?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

I think a lot of it was some work that our VP of International Sales has been doing to recruit some additional talent. We have made some changes in the sales
structure for international sales, and that has begun to pay off.

Russ Silvestri - Skiritai - Analyst

In terms of penetration on the international side, is it just minuscule at this point in time or —?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

I mean about 25% of our sales are international. I think that if you look at the total enterprise fiber-optic cable space, depending on which survey you look at or
industry report you look at, people will typically say that the U.S. is about half the market, and the rest of the world is the other half of the market. You know, and
depending upon which report you look at, some of that may be — is changing over time.

So we don’t have a significant penetration internationally as other companies, and each of the regions internationally poses its own unique challenges. In certain
areas of the world, you have a lot of local competitors. Where we are able to do very well internationally in particular is focusing on those markets where we can
— we have a unique value proposition because of the features and benefits of the products we produce.

Russ Silvestri - Skiritai - Analyst

Is there one country in particular where that exists more so dramatically than others?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

No, no, we have sales in the Far East and in Europe and in Latin America, pretty much all over the world.

Russ Silvestri - Skiritai - Analyst

A couple of other questions here. How much money did you actually spend in the quarter in your ERP deployment?



Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Have we specifically —?

Tracy Smith - Optical Cable Corporation - CFO

We do not have that specifically broken out.

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Can you hold on for a second?

Russ Silvestri - Skiritai - Analyst

I mean is it $0.01 of earnings or —?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Well no, most of it is capitalized as part of a deployment. That is something that will start to be depreciated in the future. So I don’t see that as a significant cost
that is going to be saved because we are not going to be spending it. I also think that as it is amortized over its useful life that it should not be a material — have
too much of a material impact on earnings either. So I don’t think that overall as long as we are performing according to our strategic plan that is going to make
much of a difference.

Russ Silvestri - Skiritai - Analyst

And then just in terms of when you look at investments and the like for the business at the board level I guess, what kind of hurdle rate or what kind of return rate
are you guys looking for as you invest in the business?

Neil Wilkin - Optical Cable Corporation—Chairman, President & CEO

Well, we specifically have not disclosed that, and I think that is something I would prefer not to disclose. What I would say is we have projects that fall into the
category of initiatives where we need to look at a specific hurdle rate. Obviously we do a weighted average cost of capital and look at other companies similarly
situated as to what we believe an appropriate hurdle rate is, try to get at least that, maybe a little bit above that. There’s other projects that fall into the category
that they are necessary as part of building the business. And so we won’t do the same sort of hurdle rate analysis that we will do for other projects. And so it
depends.

Russ Silvestri - Skiritai - Analyst

And any last thing with Essex, what is going on with those guys at all? Have there been any more communications, or is there anything else with Superior Essex
in terms of — they had an offer still above today’s stock price? Any other — more communication there?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

We have not — I don’t think there’s anything more to be said about that at the moment. I think that, as I have said before, I think the Superior Essex offer came at
a time when our earnings were particularly low, and I think, as we execute our strategic plan, there is a substantial amount of shareholder value to be created
above what they were offering, and that is really what is driving the board’s decision to not engage in a conversation with Superior Essex at this time.



Russ Silvestri - Skiritai - Analyst

Last question. In terms of, you know, you have some real estate there that somebody might perceive as being excess, any movement there to maximize the return
on your assets?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

We have talked about it, and it is something that we would look at. At this point we like having that available real estate. It is all part of one major parcel we have
right here near the Roanoke airport. It provides an opportunity for future expansion, but we’re always looking for the best use for all of our assets, including the
real estate. And so there is nothing that I expect to happen in the short-term with respect to trying to lease that out or sell that off. Rather we are holding it for
potential expansion at this point.

Russ Silvestri - Skiritai - Analyst

There is one last thing. What was the capacity utilization after the quarter?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Well, the calculation that we will put into the annual report says that we are at about 60% capacity. Because that capacity calculation is based on equipment usage
and the number of hours we’re running the factory. Things that would need to change if we were to fully utilize that is we probably would need to increase our
personnel, which would include some training, and what we have also seen is we might need some additional warehouse space. But I would separate that
additional warehouse space from machine capacity. And so machine capacity - 60% is our estimate.

Operator

(OPERATOR INSTRUCTIONS). [Kevin Wenck, Polynous Capital Management.]

Kevin Wenck - Polynous Capital Management - Analyst

Hi, Neil. What is a rough CapEx budget for ‘07 at this point?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Hold on for just one second.

Kevin Wenck - Polynous Capital Management - Analyst

Including systems spending?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Kevin, what we budgeted right now is about $3 million, and what an ongoing CapEx would be or a maintenance level of CapEx would probably be around 1.5 to
2.

Kevin Wenck - Polynous Capital Management - Analyst

Okay. And then the connector business, if you could give us any update on what is going on with that? And just, looking at your — the financial statements that
you have put in the press release, it did not look like there was any additional investment in the quarter into that. But maybe you could add comments on that, too.



Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

We have made some additional investments in the start-up connector company, and in the annual report, we will disclose more specifics. The investment as of the
end of Q4 totaled about 2. — what, Tracy?

Tracy Smith - Optical Cable Corporation - CFO

About $2.2 million.

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

$2.2 million as of October 31.

Kevin Wenck - Polynous Capital Management - Analyst

And anything you feel comfortable mentioning on the call in terms of what their progress is and developing their business?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

I prefer not to mention too much. What I would say is we continued — I mean the reason why we got into that opportunity was because Optical Cable felt it was
necessary to preserve multiple channels to market. We continue to work with a number of different connector companies and will continue to do so, so long as
that makes sense. And so this was an opportunity for us in a consolidating industry to ensure that we had additional paths to market and that over the long-term
we were not cut off. I think some connector companies might interpret it as us being competitive with them, and at this point that really has not been the case.
This is again just an opportunity for us to service our customers better through another option. And so, we continue to work with a number of different connector
companies and expect that to continue to be the case.

Kevin Wenck - Polynous Capital Management - Analyst

Okay. If you achieve the ‘07 operating plan that you have at this point, how much more absolute dollars would incentive comp be in SG&A than it was in ‘06?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Than it was in ‘06? In ‘06 I cannot give you those specifics, Kevin, and I would prefer not to. We’re still in the process of drafting our proxy, and I prefer not to
try to answer what can be a rather involved question.

What I can tell you is in 2006 incentive compensation for the senior staff was zero. In 2005 incentive compensation for the senior staff was above target.

Kevin Wenck - Polynous Capital Management - Analyst

Here is one reason I’m asking the question. From Q1 this past or in ‘06 to Q4, SG&A in absolute dollars was flat, which looks like you are scaling SG&A or
leveraging SG&A very well, and as the business scales, you should get additional leverage there.

But what I don’t know is, if you achieve operating plans in ‘07 and incentive comp gets put back in SG&A, how much of that will offset the overall leveraging of
SG&A? So part of the question is, how much does SG&A need to grow to support additional sales over time?



Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Right. And I think that there is a couple of components to that. One is sales commissions and part of it is also incentive comp, and because incentive comp was
zero except for non-senior management in which there were certain incentives set-aside for non-senior staff essentially, production plant personnel and others for
the results of the fourth quarter, SG&A would have to be higher in 2007 if we’re hitting our targets.

The way the compensation committee has structured the incentive calculations is such that it is a pay-as-you-go system, and so we accrue during any one quarter
amounts related to incentive compensation relative to those results. So there will be some growth. But what I would also say is the results we achieved in the
fourth quarter were not dependent on the fact that we did not pay incentive comp. That lack of incentive comp accrual is something that impacted earlier in the
year as well. I don’t have a specific figure to give you.

Kevin Wenck - Polynous Capital Management - Analyst

It is pretty notable on a $3 million sales increase in Q1 to Q4 SG&A is flat. So I was just wondering on each $1 million of sales from here per quarter, other than
the roughly 5% of sales commissions that I think from memory that was roughly about right. But, I feel like I am taking up too much time, but thanks for your
comments.

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

No, I understand what you are saying. I’m just not prepared to answer that question as a percentage, and I don’t think we have even disclosed what percentage
sales comp has been as part of sales. But, clearly you dig into our financial statements in a fair amount of detail, and that is a good thing.

There will be an increase in SG&A expenses in the event that we are meeting our goals. But what the shareholders should expect to see is that that is a pay-as-
you-go system where the incentive is for increased performance.

Kevin Wenck - Polynous Capital Management - Analyst

Okay. Well, congratulations on the good quarter.

Operator

Thank you. There appear to be no further questions on the phone lines at this time. I would now like to turn the floor back over to Andrew Siegel.

Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - IR

Thanks, Tony. Neil, we have a few questions submitted in advance of the call today by individual shareholders. We will start with a question from [Paul Benesch]
who first says, “Congratulations on an excellent quarter.” He said, “It certainly demonstrates the fine work you and your management team have done during a
challenging time.” He has a multipart question. First, he wants to know, was this the best quarter in terms of EPS since you took over as CEO in 2001? He then
asks if you are taking additional steps to increase interest in Optical Cable in the investment community and the general public? And finally, he asks about your
outlook for the market for fiber and your products in 2007 and asks whether you are seeing an increase in capital spending by your customers?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Okay. The first part of the question we did talk already on the conference call I believe that on a quarterly basis the results we saw in the fourth quarter of 2006
were the best since we have seen since the quarterly performance in 2001. So the answer to that is, the first part of the question is yes, and I think that answers
that question.

With respect to what we’re doing to increase the interest in shareholders, we continue to — we will continue this next year to participate in conferences, in
investor conferences that make sense for us to participate in, to make sure that we’re getting the word out. I think that that is another area where we can do some
additional work, and we’re continuing to do that.



The last part of the question, Andrew, was what?

Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - IR

He asks about your outlook on the market for fiber and your products, and also whether you’re seeing an increase in capital spending by your customers?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Right. The latter part of calendar — well, the latter part of our fiscal year 2006, it looked like the market was increasing and OCC participated in that. As I said
before, I’m pleased that on the commercial side, even though we saw an overall decrease in 2006, our commercial market was quite strong, and we saw fairly
significant growth in that area.

What we also have seen in 2007 in the latter part of — calendar 2006 and early 2007 — what we’re seeing in the industry and in conversations that I’m having
with the industry analysts and other players in the industry and customers in the industry is that there was a little bit of a slowdown.

I don’t think that that is something that is indicative of what the results are going to be for the full-year 2007. In fact, we’re starting to see activity that we believe
in for the second quarter and beyond already, which indicates that the slowdown in the first quarter is not indicative of the year. Generally the market analysts are
saying that they expect multimode fiber optic cable growth to be somewhere in the neighborhood of 5 to 7% on a compounded annual basis for the next three,
four, five years.

And so I think that there continues to be real opportunity for growth over that period of time. Obviously the economy seems to be slowing a little bit in 2007, and
we have yet to determine how that is going to affect us. Although at this point, as I indicated, we believe that our financial results will be what we saw in 2005,
which, of course, was higher than what we saw in 2006.

Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - IR

Okay. Thanks. The final question on today’s call comes from Michael Andreas in Henderson, Nevada. He asks specifically about your statement in the press
release that certain targeted specialty markets continue to remain challenging. He asks if you can elaborate on what specialty markets remain challenging and
what the factors are affecting them? And he also asks if you can identify what segments are the strongest and discuss the factors contributing to that strength?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Okay. I would prefer not to comment on specific market segments in too much detail. I think that it is fairly common knowledge that sales on the military side
have been softer, and a lot of our competitors have participated in those markets, and other people have participated in those markets relative to data
communication has seen — has experienced the exact same thing we experienced in 2006. Those sorts of changes are really budgetary cycles and really relate to
what the government is deciding they are spending on different programs and are outside of our control.

Mostly what impacts the changes in the specialty markets, at least what we’re seeing, is really projects, and that can be based on how well that particular market
segment is doing and how well that industry is doing. But, to a large extent, it is based on what investments they are making in IT at the time. And those
investments in IT don’t always follow what is actually happening in that industry at the time.

So sometimes the industry as an industry that we’re targeting is moving up, and there won’t be too much IT spending. Other times, it may be low or stagnant and
IT spending is high. And so it is hard to get a leading indicator based on how those specific industries are doing.

Our sales people really focus on making sure that all the decision-makers in that chain in any market segment that we’re targeting understand the value
proposition that Optical Cable brings to the table, and we have been very successful in getting our products used in those market segments specifically because
the features and benefits of our products are such that they are better than our competitors. We really believe that. We have had numerous examples where our
customers in particular harsh environments have decided to use a competitor’s product and quickly found out that it was not suitable for their purpose and quickly
came back to us. And that is what OCC is known for, and that is what we’re going to continue to do well.



Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - IR

Okay. Well, that concludes today’s call. Do you have any closing remarks?

Neil Wilkin - Optical Cable Corporation - Chairman, President & CEO

Thank you, Andrew. Only I wanted to thank everyone for participating in the call. I appreciate you joining and your interest in Optical Cable. And, thank you for
your support of the Company and your interest.

Operator

Thank you. This does conclude today’s teleconference. You may disconnect your lines at this time and have a wonderful day.


