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Item 2.02. Results of Operations and Financial Condition

On June 11, 2008, Optical Cable Corporation issued a press release announcing its 2008 second quarter financial results. On June 12, 2008, Optical Cable
Corporation held a conference call to discuss the financial results for its 2008 second quarter. The press release is attached hereto as Exhibit 99.1 and the
transcript for the conference 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 June 11, 2008 (FILED HEREWITH)

99.2  Transcript of conference call on June 12, 2008 (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: June 17, 2008
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Current report on Form 8-K
 
Exhibit No. Description of Exhibit
99.1  Press release issued June 11, 2008 (FILED HEREWITH)

99.2  Transcript of conference call on June 12, 2008 (FILED HEREWITH)
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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   Jaime Wert   
(212) 355-4449 ext. 127   (212) 355-4449 ext. 173   
asiegel@joelefrank.com   jwert@joelefrank.com   

FOR IMMEDIATE RELEASE

OPTICAL CABLE CORPORATION REPORTS
FISCAL SECOND QUARTER 2008 FINANCIAL RESULTS

Net Sales, Gross Profit and Net Income All Increased
in Second Quarter of Fiscal 2008

ROANOKE, VA, June 11, 2008 — Optical Cable Corporation (Nasdaq GM: OCCF) today announced financial results for its fiscal second quarter and the six
months ended April 30, 2008.

Second Quarter 2008 Financial Results

Optical Cable Corporation increased net income to $878,000, or $0.15 per basic and diluted share, for its second quarter of fiscal 2008, as compared to net
income of $237,000, or $0.04 per basic and diluted share, for the same period last year.

Net sales for the second quarter of fiscal 2008 increased 21.2% to $13.5 million compared to net sales of $11.1 million for the comparable period last year.
Optical Cable’s net sales growth during the second quarter was achieved over a broad customer base and product mix, with notable increases in both specialty and
commercial markets.



Optical Cable Corp. – Second Quarter 2008 Earnings Release
Page 2 of 6
 
Gross profit increased 41.2% to $5.7 million in the second quarter of fiscal 2008, up from $4.1 million in the second quarter of fiscal 2007. Gross profit as a
percentage of net sales (or gross profit margin) for the second quarter of fiscal 2008 increased to 42.6% compared to 36.5% for the second quarter of fiscal 2007.
The Company believes the improvement in gross profit margin in the second quarter of 2008 is due to higher sales volumes and enhanced manufacturing
efficiency.

Fiscal Year-to-Date 2008 Financial Results

Optical Cable Corporation increased net income to $1.7 million, or $0.29 per basic and diluted share, for the six months ended April 30, 2008, as compared to a
net loss of $95,000, or $0.02 per basic and diluted share, for the same period last year.

Net sales for the first six months of fiscal 2008 increased 28.2% to $26.2 million from $20.4 million for the same period in fiscal 2007. The Company’s gross
profit margin increased to 42.3% for the first half of fiscal 2008 compared to 34.5% for the same period in fiscal 2007.

SMP Data Communications Acquisition

As previously announced, the Company acquired SMP Data Communications, a leading supplier of fiber optic and copper connectivity products for the data
communications industry. The transaction was consummated on May 30, 2008, and now SMP Data Communications is a wholly owned subsidiary of Optical
Cable Corporation. The transaction broadens Optical Cable’s product line and builds on its position as a leading provider of fiber optic cables in the enterprise
market.

Management’s Comments

“We are pleased with Optical Cable Corporation’s financial performance during fiscal 2008 to date. Our strategies and investments are positively impacting the
Company’s results as evidenced by year-over-year increases in net sales, gross profits and net income. We are also pleased that our share price is beginning to
reflect Optical Cable’s solid performance and outstanding potential for continued shareholder value creation,” stated Neil Wilkin, President and CEO of Optical
Cable Corporation.

“We are particularly excited about our recent acquisition of SMP Data Communications, as it builds on our strong presence in the enterprise market. By acquiring
this internationally respected and industry-leading innovator, we can now offer an integrated suite of high quality cabling and connectivity solutions,” stated
Mr. Wilkin.

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 cables 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



Optical Cable Corp. – Second Quarter 2008 Earnings Release
Page 3 of 6
 
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.

On May 30, 2008, Optical Cable Corporation acquired Superior Modular Products Incorporated, doing business as SMP Data Communications. SMP Data
Communications is headquartered near Asheville, North Carolina, and is internationally recognized for its role in establishing the world’s data communications
standards, through its innovative and patented technologies. SMP Data Communications, founded in 1990, manufactures and develops copper and fiber passive
connectivity hardware components for use in commercial and residential applications. The company is a wholly owned subsidiary of Optical Cable Corporation.

Further information about Optical Cable Corporation and SMP Data Communications is available on the World Wide Web at www.occfiber.com and
www.smpdata.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 for the manufacture of fiber optic cables; 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; the loss of or conflict with one or more key suppliers or customers; 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; 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 for 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 current
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or potential future military conflicts; changes in the level of military spending by the United States government; ability to retain key personnel; inability to recruit
needed personnel; poor labor relations; 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 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 its market position; actions by customers adversely affecting the Company in reaction to the
expansion of its 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, making investments in or with, and/or acquiring parties that compete with and/or have conflicts with customers of the Company; impact of
weather or natural disasters in the areas of the world in which the Company operates and markets its products; economic downturns and/or 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
its 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

April 30,   
Six Months Ended

April 30,  
   2008   2007   2008   2007  
Net sales   $13,495  $11,133  $26,157  $20,409 
Cost of goods sold    7,751   7,064   15,080   13,364 

        
 

   
 

   
 

Gross profit    5,744   4,069   11,077   7,045 
SG&A expenses    4,396   3,697   8,386   7,184 

        
 

   
 

   
 

Income (loss) from operations    1,348   372   2,691   (139)
Interest income (expense), net    27   —     68   (11)
Other, net    —     (1)  (15)  2 

        
 

   
 

   
 

Other income (expense), net    27   (1)  53   (9)
        

 
   

 
   

 

Income (loss) before income taxes    1,375   371   2,744   (148)
Income tax expense (benefit)    497   134   1,004   (53)

        
 

   
 

   
 

Net income (loss)   $ 878  $ 237  $ 1,740  $ (95)
        

 

   

 

   

 

Net income (loss) per share:       
Basic and diluted   $ 0.15  $ 0.04  $ 0.29  $ (0.02)

        

 

   

 

   

 

Weighted average shares outstanding:       
Basic    6,052   6,067   6,071   6,037 

        

 

   

 

   

 

Diluted    6,052   6,086   6,071   6,037 
        

 

   

 

   

 

—MORE—
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OPTICAL CABLE CORPORATION
CONDENSED BALANCE SHEET DATA

(thousands)
(unaudited)

  
 

   
April 30,

2008   
October 31,

2007
Cash and cash equivalents   $ 4,106  $ 3,139
Trade accounts receivable, net    9,075   9,057
Inventories    8,362   7,340
Other current assets    1,420   1,279

        

Total current assets   $22,963  $ 20,815
Non-current assets    17,233   16,466

        

Total assets   $40,196  $ 37,281
        

Current liabilities   $ 5,751  $ 4,878
Non-current liabilities    473   425

        

Total liabilities   $ 6,224  $ 5,303
Total shareholders’ equity    33,972   31,978

        

Total liabilities and shareholders’ equity   $40,196  $ 37,281
        

###
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Operator

Good morning and welcome to Optical Cable Corp Conference Call. I will now turn the call over to Andrew Siegel.

Andrew Siegel—Joele Frank, Wilkinson Brimmer Katcher—IR

Good morning and thank you all for participating in Optical Cable Corporations’ Second Quarter Fiscal Year 2008 Conference Call. By this time, everyone
should have obtained a copy of the earnings release. If you haven’t, please visit www.occfiber.com for a copy. On the call with us today is Neil Wilkin, President
and Chief Executive Officer of Optical Cable Corporation.

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 including, but not limited to, those factors set forth in detail in the “forward looking
statements” 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’d like to turn the call over to Neil Wilkin. Neil, please begin.

Neil Wilkin—Optical Cable Corporation—President, CEO

Thank you, Andrew, and good morning, everyone. Joining me here today at Optical Cable Corporation’s offices is Tracy Smith, our Chief Financial Officer. I’d
like to begin the call today with a few opening remarks, then I’ll have Tracy review the second quarter results for the third — three month and six month periods
ending April 30th, 2008, in more detail. After Tracy’s remarks, I’ll provide a few closing comments and finally, we’ll 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 another quarter of strong financial performance for our shareholders. For the fourth consecutive quarter, we
experienced increases in our net sales, gross profits, and net income when compared to the same periods last year.

Net sales increased 21.2% to $13.5 million during the second quarter of fiscal 2008 when compared to the same period last year, and fiscal year to date, net sales
has increased 28.2% when compared to the same period last year.

Also, during the second quarter, gross profit as a percentage of net sales increased to 42.6%, compared to 36.5% during the same period last year. And, during a
historically slower part of the year, Optical Cable posted net income of $0.15 per share, exceeding the $0.14 per share and $0.13 per share earned during the first
quarter — and fourth quarter of fiscal 2007, respectively. Through the second quarter, OCC’s trailing 12 month earnings per share is $0.51 with a 12 times PE
ratio at yesterday’s closing price of $6.10 per share.

We are pleased with our financial performance during fiscal year 2008 to date. Our strategies and investments are positively impacting our results as evidenced by
year-over-year increases in net sales, gross profits and net income. We are also pleased that our share price is beginning to be positively impacted by Optical
Cable’s solid performance and outstanding potential for continued shareholder value creation.

Before I turn the call over to Tracy, there’s a couple of items since our last earnings call that I’d particularly like to call your attention to. As we’ve previously
announced on June 2nd, Optical Cable Corporation acquired Superior Modular Products Incorporated, doing business as SMP Data Communications on
May 30th. SMP Data Communications is an internationally respected and industry-leading innovator and supplier of fiber optic and copper connectivity products
for the data communications industry and is now a wholly owned subsidiary of Optical Cable Corporation.

We purchased SMP Data Communications from Preformed Line Products Company for a purchase price of $11.5 million, subject to certain minimum working
capital requirements and related purchase price adjustments.



We’re very excited about this acquisition, which will allow us to expand our product offering and provide customers with more complete cabling and connectivity
solutions. This acquisition builds on Optical Cable’s strong presence in the enterprise market and is a major step towards fulfilling our long-term vision and
strategy.

Optical Cable also established new credit facilities with Valley Bank in Roanoke, Virginia in connection with the acquisition of SMP Data Communications. The
new credit facilities increased our borrowing capacity to $17 million, up from our previous $13.5 million.

Our strong debt-free balance sheet enabled us to fund prior capital expenditures and investments from operating cash flow. This made it possible to finance the
acquisition of SMP Data Communications with bank financing, while maintaining appropriate financial flexibility for the Company. Approximately $8.7 million
in bank debt financing was used in connection with the acquisition, with the remaining purchase price and expenses funded with available cash.

After the acquisition, we have unused and available bank financing of approximately $8.3 million. And now, I’ll turn the call over to Tracy Smith, our Chief
Financial Officer, who will give you some of the specifics regarding our second quarter financial results.

Tracy Smith—Optical Cable Corporation—CFO

Thank you, Neil. For our second quarter fiscal year 2008, we reported net income of $878,000, or $0.15 per basic and diluted share compared to net income of
$237,000, or $0.04 per basic and diluted share for the same period last year.

On a year-to-date basis, we reported net income of $1.7 million, or $0.29 per basic and diluted share compared to a net loss of $95,000 or $0.02 per basic and
diluted share for the same period last year.

Net sales increased 21.2% to $13.5 million for the second quarter of fiscal year 2008, compared to $11.1 million for the same period last year. Net sales growth
during the second quarter was achieved over a broad customer base and product mix, with notable increases in both specialty and commercial markets.

Net sales outside the U.S. continued to show substantial strength in the second quarter of fiscal 2008, increasing 30.9% compared to the same period last year,
while net sales in the U.S. increased 17.4% compared to the same period last year.

Net sales increased 28.2% to $26.2 million for the first half of fiscal year 2008 from $20.4 million for the same period in 2007. On a year-to-date basis, net sales
outside the U.S. increased 59.1% compared to the same period last year, while net sales in the U.S. increased 16.2% compared to the same period last year.

Gross profit margin, or gross profit as a percentage of net sales increased to 42.6% for the second quarter of 2008 compared to 36.5% for the same period last
year. Gross profit increased 41.2% to $5.7 million for the second quarter of fiscal 2008, compared to $4.1 million for the same period last year. For the year–to-
date period, gross profit margin increased to 42.3%, compared to 34.5% for the same period last year.

We believe the improvements in gross profit margin during the first half of fiscal 2008 is due to higher sales volumes and enhanced manufacturing efficiencies.
Specifically, during the first half of fiscal 2008, we continued to experience positive impacts (as we did in the past three consecutive quarters) on our gross profit
margins that we believe are attributable, in part, to the improvements in our manufacturing efficiencies, including improvements resulting from the successful
integration of our ERP system.

Our gross profit margin percentages are heavily dependant upon product mix on a quarterly basis and may deviate from expectations based on both anticipated
and unanticipated changes in product mix. Additionally, gross profit margins tend to be higher when we achieve higher net sales levels as certain fixed
manufacturing costs are spread over higher sales volume.

SG&A expenses for the second quarter of fiscal 2008 increased to $4.4 million, compared to $3.7 million for the comparable period last year. However, SG&A
expenses as a percentage of net sales dropped to 32.6% in the second quarter of 2008, compared to 33.2% in the second quarter of fiscal 2007.

The increase in SG&A expenses during the second quarter of fiscal 2008 compared to the same period last year, was primarily due to increases in employee
performance-based incentives based on improved financial results during the second quarter of fiscal 2008, including increases in commissions due to higher net
sales.



I wanted to go back and correct one statement that I made related to net income, on a year to date basis we reported net income of $1.7 million or $0.29 per share.
And I stated that for the comparable period, we reported a net loss of $95,000; that $95,000 net loss related to the first quarter — or to the three month period
only. [sic]

Neil Wilkin—Optical Cable Corporation—President, CEO

Thanks, Tracy, appreciate that. The Optical Cable team is and always has been fiercely committed to increasing long-term shareholder value rather than
generating short-term returns. And I’m particularly pleased that Optical Cable Corporation and our shareholders now seem to be seeing the financial benefits of
that approach.

We continue to be optimistic about Optical Cable Corporation’s performance for the remainder of the fiscal year. We do recognize the current economic
environment continues to present challenges and Optical Cable could still be impacted by those economic realities during the second half of the year.

Also, during the coming months, we will be working to integrate our recent acquisition of SMP Data Communications. During Q3 2008, SMP Data
Communications’ financial results will be consolidated and incorporated into OCC’s financial results.

We expect OCC’s net sales to be higher in the third quarter when compared to the same period last year. At the same time, SMP’s gross profit margins have
historically been lower than OCC’s gross profit margins, and therefore, I’d also expect to see a decrease in OCC’s consolidated gross profit margin percentage.

We continue to be confident that Optical Cable has the right strategies in place to serve our customers and drive growth and profitability and that we have taken
and are taking the necessary steps to appropriately position Optical Cable for long-term success.

We are particularly excited about the addition of SMP Data Communications to our team. We believe the ability to offer a full solution to our customers will only
enhance our ability to further drive growth and profitability.

And now, we’re 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 any questions submitted in advance of today’s conference call by individual investors. Operator, please indicate the instructions for participants to call in
their questions.

QUESTION AND ANSWER

Operator

Thank you. (OPERATOR INSTRUCTIONS). Your first question is coming from Craig Bach from The Market’s Edge.

Craig Bach—The Market’s Edge—Analyst

Good morning, gentlemen. Congratulations on a great quarter. Just had a couple questions here for you guys. The first question we had is you guys purchased
SMP Data, was the company making money? Or is the company making money prior to your purchase?

Neil Wilkin—Optical Cable Corporation—President, CEO

The company was making money based on our unaudited numbers prior to our purchase of SMP. It’s going to be difficult for us to provide you with too much
guidance with respect to what SMP was doing specifically because they were a subsidiary of another company and while there is some segment reporting
information, all of that is essentially — their individual financial statements are essentially unaudited.



And so, while we’ll try to provide you with some information about SMP, we’re going to feel a little bit uncomfortable doing that until we’ve had a chance to do
some audit procedures and have some audit procedures performed on their historical numbers.

As you’d imagine when we did this acquisition, we had engaged an investment bank, Cary Street Partners in Richmond, Virginia was our exclusive financial
advisor. And we spent a lot of time with going through projections and forecasts as part of the acquisition, but I’m not prepared to discuss what our forecasts are
with respect to those analyses at this time.

Craig Bach—The Market’s Edge—Analyst

Okay. Additional question. Will this acquisition be accretive?

Neil Wilkin—Optical Cable Corporation—President, CEO

Yes, we believe that it will be accretive.

Craig Bach—The Market’s Edge—Analyst

Okay.

Neil Wilkin—Optical Cable Corporation—President, CEO

Meaning we — that’s the intention. Obviously, we’re going to have some additional interest expense related to the monies that were borrowed in connection with
the acquisition and that will partially offset the earnings that SMP Data Communications would otherwise generate.

We hope that over the longer term it’s going to be significantly accretive, otherwise we wouldn’t have done it, but I can’t really, specifically give you guidance on
a quarter-by-quarter basis, or what we’re going to see in the third quarter as we integrate them and start to work together as one team.

Craig Bach—The Market’s Edge—Analyst

Okay. As far as the debt that you use, what were the terms of the debt that you used on — I didn’t know if I caught this correctly, from your press release you had
stated that you had $17 million in debt that was new debt, and if I remember correctly, or heard correctly, $3 million of this debt is still unused. Is that correct?

Neil Wilkin—Optical Cable Corporation—President, CEO

No, that’s not correct. It’s not $3 million, I believe it’s $8.3 million.

Tracy Smith—Optical Cable Corporation—CFO

That’s right.

Craig Bach—The Market’s Edge—Analyst

Okay. Thank you. Okay, and as far as the terms, interest rates on the debt?



Tracy Smith—Optical Cable Corporation—CFO

There are four pieces of the credit facilities that we have put in place. The first piece is a revolver for $6 million, which has a floating rate. We don’t have any
amounts currently and did not draw down any amounts on that to do the acquisition.

The second part of this debt — our new credit facilities, are basically two mortgage loans. One is for $6.5 million and that was fully funded on May 30th when
we did the acquisition. The interest rate on that is 6% fixed, 25 year amortization period.

Neil Wilkin—Optical Cable Corporation—President, CEO

Fixed for five years with a balloon.

Tracy Smith—Optical Cable Corporation—CFO

Fixed for five years with a 25 year amortization — or based on a 25 year amortization. The second mortgage loan is for $2.24 million and was also fully funded
on May 30th. It also has the same interest rate and the same amortization schedule as the $6.5 million.

And then we have another unfunded loan which has $2.26 million in availability and a term of that is a seven year term loan and it also has 6% — bears loan at a
fixed rate of 6%, bears interest to the percent rate.

Craig Bach—The Market’s Edge—Analyst

Okay. Great, great. And just to confirm.

Neil Wilkin—Optical Cable Corporation—President, CEO

Craig, this is Neil, we’re going to be filing our 10-Q before too long, over the next — if not today, then over the next couple of days. And there’s a fairly detailed
description of the loan terms in that filing, or will be. And that’s what I’d really refer you to make sure that you have an understanding of the financing to the
extent you’re interested.

Craig Bach—The Market’s Edge—Analyst

Okay. Great. Thank you. As far as the margins of SMP, we have spoke briefly that the gross margin levels are not quite as good as Optical Cables’, do you have a
guestimated — we’re getting a little more interested in what the net margin level would look like. I don’t know if you have a guesstimated number there?

Neil Wilkin—Optical Cable Corporation—President, CEO

We do, but not at a level — not with a comfort level that I’m willing to share. I mean, we’ve done some estimates on a projected basis, we also have some
information from what we believe unaudited data on a historical basis, but I feel very uncomfortable providing you all that information, because obviously the
level of analysis that’s done when you do an acquisition and go through and look at forward looking projections, it’s a little bit different approach than when you
go through and actually have numbers audited.

And so we have perceptions as to what we believe it’s going to be, but I would prefer at this time to just leave it at the fact that our average gross profit margin is
expected to come down on a consolidated basis, obviously net income — or excuse me, net sales on a consolidated basis will go up as we get to add in SMP Data
Communications’ sales and as I’ve said before, in response to one of your earlier questions is we’re hopeful that the acquisition will be accretive even after
interest expense. But, if not immediately accretive, certainly will be accretive in the longer term is our strong belief. Otherwise we wouldn’t have done this
acquisition.

Craig Bach—The Market’s Edge—Analyst

Okay, great. And as far as the press release had stated SMP’s revenue was $21 million, is that correct?



Neil Wilkin—Optical Cable Corporation—President, CEO

Right, that’s on unaudited net sales number provided to us on a historical basis and taken from Preformed Line Products segment reporting.

Craig Bach—The Market’s Edge—Analyst

Okay. And as far as — did you acquire some debt with the acquisition as well?

Neil Wilkin—Optical Cable Corporation—President, CEO

No.

Craig Bach—The Market’s Edge—Analyst

Okay.

Neil Wilkin—Optical Cable Corporation—President, CEO

When the company was bought it was essentially debt free, except for, as you’d expect, trade accounts payable, and those sorts of accrued liabilities.

Craig Bach—The Market’s Edge—Analyst

Okay. And just one final comment, according to your 10-K last year, as far as seasonality is concerned, generally speaking, the second half of your years tend to
be stronger than the first half, would you say that seasonality perspective still exists?

Neil Wilkin—Optical Cable Corporation—President, CEO

I can’t say that. I wish that I could say that. The reason why I can’t is a couple of reasons. One, the economic market right now is very uncertain and so while it
hasn’t affected OCC in the first half of the year, we’re uncertain as to whether it will in the second half of the year.

We haven’t seen anything that tells us the seasonality has generally changed, but because of what’s going on in the economy and the fact that what happens in the
industry from a project standpoint and other variables, I’m just not prepared to extrapolate to the second half of the year based on what our results were the first
half of the year.

Craig Bach—The Market’s Edge—Analyst

Okay. Understandable. And one of the things that we look into your past as far as 2005, 2006, there was a little bit of a variability as far as revenue numbers and
EPS and that type of thing, is that more or less based on how contracts are coming in? Or what could you attribute some of that variability in previous years to?

Neil Wilkin—Optical Cable Corporation—President, CEO

Well, we had some variability in previous years for a number of reasons, but on a perspective basis, let me give you a little sense of what causes variability in our
sales numbers. Typically, there is a fairly substantial base of business that we have on a quarter to quarter basis, and even on a month to month basis.



That said, we do have also a significant portion of our top line revenue generated from larger projects and those projects can hit at different times during the year
or different months. And so, we have an actual surprisingly smooth top line given the fact that we are dependant on some of those projects and the timing of those
projects.

It always seems like in any given quarter we have one or two major projects that really help generate a significant amount of revenue in the quarter. What was
interesting about the second quarter though was we didn’t really have any major projects along those lines and so that was unusual and also, I think it makes the
sales number that we achieved in the second quarter more significant.

Craig Bach—The Market’s Edge—Analyst

Yes, agreeable. Well, we believe you guys are a steal at this price and at this PE so we’re looking forward to your future. Thanks a lot for taking my calls.

Neil Wilkin—Optical Cable Corporation—President, CEO

Thank you, no problem.

Operator

(OPERATOR INSTRUCTIONS). Your next question is coming from Jeff Schmidt from Thompson Davis.

Jeff Schmidt—Thompson Davis—Analyst

Hi, good morning.

Tracy Smith—Optical Cable Corporation—CFO

Good morning.

Jeff Schmidt—Thompson Davis—Analyst

Little bit on this SMP acquisition you speak a little bit about a broader product line and I guess a potential in the international markets. I was wondering if you
could delve a little bit into the opportunity that presents you from the competitive nature and also your opportunities in the international markets.

Neil Wilkin—Optical Cable Corporation—President, CEO

I’m happy to do that, Jeff. What OCC was finding more and more was that our customers were looking for — particularly on the commercial side of our business,
which is a little bit over half of our business, were looking for a more complete solution. So they could go out and buy our fiber optic cable and someone else’s
connectivity. But that wasn’t really what their preference was.

And so there’s still some of that business, what we call open architecture, but there’s also more and more of what I’ve just described, which is sort-of a closed
architecture, referred to as a closed architecture. And so the acquisition of SMP Data Communications really provides us with the ability to offer a more complete
suite of products and solutions to our customers. And that, we believe, will better position us in the marketplace on a going forward basis.

We’ve always been able to win sales based on the features and benefits of our cable, independent of any connectivity and other solution. But when you have that
complete solution, we really believe we’re going to benefit from that.



And the reason why we’re so excited about SMP Data Communications is they are one of the major innovators in this market with respect to copper and fiber
optic connectivity. They have a terrific engineering group and a very inventive engineering group and we think that together with our engineers we’ll be able to
come up with some creative solutions to customer requirements.

And so, while we hadn’t previously disclosed that we were looking at connectivity, other than the investment we made down in Texas, the reality is, we’d been
looking at getting into this line of business for quite some time. And SMP was something that came along later in that process that we were already engaged in,
but I think was the best solution for what we were trying to do to expand our product line.

And so they’ve got a great team of people, there seems to be a lot of cultural similarities between our two companies and our sales teams are already working
together very closely. And so I really think that this is a significant opportunity for OCC in how we’re going to be positioned in the marketplace on a going
forward basis.

Jeff Schmidt—Thompson Davis—Analyst

And the international opportunity?

Neil Wilkin—Optical Cable Corporation—President, CEO

Well, it helps internationally — it does help internationally too. I mean the issues that I described with respect to having a more complete suite of products and a
solution is applicable to international customers as well. What’s interesting is OCC has a stronger international presence than SMP did, but we think that that’s
going to allow us to leverage OCC’s presence hopefully, and assist in expanding SMP’s opportunities.

Of course, all this is the reason why we did it on a long-term basis. I’m not trying to, in any way, suggest that we’re going to see all these benefits in the next
quarter, two quarters, three quarters. But, over the long-term, this was a very strategic acquisition and the feedback we’re getting from the field was it was a very
smart one.

Jeff Schmidt—Thompson Davis—Analyst

Thanks a lot for taking my call.

Neil Wilkin—Optical Cable Corporation—President, CEO

No problem.

Operator

Thank you. There appear to be no more questions at this time. I will turn the floor over back to Andrew Siegel.

Andrew Siegel—Joele Frank, Wilkinson Brimmer Katcher—IR

Thank you very much. Neil we do have a number of questions today from an individual shareholder, Paul Benesch. His first question relates to the SMP
acquisition and he asks how you will account for it under GAAP regulations.

Specifically, he asks will costs be amortized over time or reported in the quarter in which they’re spent. And I think you’ve addressed this already, but he also
asks whether or not you’ll break out SMP sales and income separately.

Neil Wilkin—Optical Cable Corporation—President, CEO

Okay, why don’t we take that first part of the question? With respect to it — the last question I’ll answer and then I’ll let Tracy answer the first part of the
question. With respect to the second part of the question, it’s unclear at this point what’s going to be required as far as breaking out SMP separately.



On a consolidated basis there will be consolidated results which will include the results of SMP. From an accounting standpoint of how we’re accounting for the
acquisition, did you want to talk about that a little bit?

Tracy Smith—Optical Cable Corporation—CFO

Yes. I guess what I would say is that there are certain costs of the acquisition that under current accounting literature would be capitalized as opposed to expensed
and so that’s what I anticipate. But I don’t have an amount that I can give you related to that.

Andrew Siegel—Joele Frank, Wilkinson Brimmer Katcher—IR

Okay, and the second question relates to your investment in a connector start up company and how the SMP acquisition will complement that.

Neil Wilkin—Optical Cable Corporation—President, CEO

The investment that we have, or the loans we have with Applied Optical Systems was really our first step into trying to provide a more complete solution.
Applied Optical Systems focuses more on harsh environment and military connectivity and again, really almost exclusively in fiber optics, they do a little bit of
work in copper data communications.

So, I think it’s more additive than it is something that’s going to overlap with what Applied Optical Systems is doing, but if you take the SMP Data
Communications market targets which are mainly on the commercial side, what we call the commercial side of the business and you add that to our interests or
the loans and the related warrant rights we have with respect to Applied Optical Systems, that provides us with some opportunities that will be interesting going
down the road.

Andrew Siegel—Joele Frank, Wilkinson Brimmer Katcher—IR

Okay, his next question, I think you’ve already talked to this as well, relates to the traditional seasonality that you have often experienced. Can you comment any
more on that?

Neil Wilkin—Optical Cable Corporation—President, CEO

I think we’ve already pretty much addressed that one.

Andrew Siegel—Joele Frank, Wilkinson Brimmer Katcher—IR

Yes, I think you have. Okay, his final question then, that given your strong trail in EPS, what do you think the stock price will do and do you plan to be active in
repurchasing shares?

Neil Wilkin—Optical Cable Corporation—President, CEO

That’s probably one thing that I really never try to comment on too much about is about the stock price specifically. We do have a $0.51 per share earnings on a
12 month trailing basis at the moment after our second quarter. I think that — I’d said before that I think on our last earnings call that our PE ratio is a little bit
low, but I think it’d be inappropriate for me to comment as to where I think the stock price will go specifically.

I mean we are a — while we are traded on NASDAQ’s global market, we are a small cap stock. So that has certain impacts on where the stock price goes. And
the market, quite frankly, around our stock, because of that, isn’t always as efficient as we would hope.

But I think folks are now starting to see — what I will say, is I think folks are now starting to see what we’ve been working on for quite a long time now. We’ve
been trying to focus on improving our processes in making the investments necessary to improve OCC’s operations so that we could become more efficient.



And we’ve achieved a lot of that, of course, — and that’s going to reflect in our gross profit margins. Of course, those margins fluctuate based on product mix and
other things from a quarter-to-quarter basis. But generally, we’ve made those investments and have seen the benefit of that. It was a long-term strategy, I think a
lot of public companies are more short-term focused than we are.

But we’re starting to see the benefit of that and we’re very pleased with that. Additionally, one of the other pieces of our strategy was really to expand our product
offering. And SMP Data Communications is part of that. Applied Optical Systems, to a lesser extent, is part of that at the moment.

And so, we’re very pleased with how that’s coming together as well. And I think that provides us with a lot of opportunity to grow and create long-term
shareholder value. And that’s what we’ve always been focused on and we will continue to focus on. We do have variability from quarter to quarter.

I — particularly given our economic — the economic — the economy and the general macro economic factors that are going on right now, I’m uncomfortable
trying to predict what the third quarter is going to look like or what the fourth quarter is going to look like.

But, we’ve taken steps that are well positioning OCC for future shareholder value creation and for future growth and profitability growth. And we’re very excited
about that and we’re going to continue down that path.

Andrew Siegel—Joele Frank, Wilkinson Brimmer Katcher—IR

Okay, great, Neil. We have no further questions at this time, so I’ll turn it back over to you for concluding remarks.

Neil Wilkin—Optical Cable Corporation—President, CEO

Okay. I just wanted to make sure that I thanked everyone for joining us on the call today, and as always, we appreciate your time, your questions and your interest
in Optical Cable Corporation. Thank you.

Operator

Thank you. This concludes today’s Optical Cable Corp conference call, you may now disconnect.


