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Item 2.02. Results of Operations and Financial Condition

On March 19, 2007, Optical Cable Corporation issued a press release announcing its first quarter of fiscal year 2007 financial results. Also on March 19,
2007, Optical Cable Corporation held a conference call to discuss the financial results for its first quarter of fiscal year 2007. 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 March 19, 2007 (FILED HEREWITH)

99.2   Transcript of conference call on March 19, 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: March 23, 2007
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OPTICAL CABLE CORPORATION

Current report on Form 8-K
 
Exhibit No.   Description of Exhibit
99.1   Press release issued March 19, 2007 (FILED HEREWITH)

99.2   Transcript of conference call on March 19, 2007 (FILED HEREWITH)



Exhibit 99.1
 

  

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 FIRST QUARTER 2007 FINANCIAL RESULTS

ROANOKE, VA, March 19, 2007 — Optical Cable Corporation (Nasdaq GM: OCCF) today announced financial results for its fiscal first quarter ended
January 31, 2007.

First Quarter 2007 Financial Results

Optical Cable reported a net loss of $145,000, or $0.02 per basic and diluted share for its first quarter ended January 31, 2007, compared to a net loss of $220,000,
or $0.04 per basic and diluted share for the same period last year.

Net sales for the first quarter of fiscal 2007 decreased 6.0% to $9.3 million compared to net sales of $9.9 million for the comparable period last year. The
Company believes that this decline in net sales does not reflect a general trend, but is due to temporary weakness in the enterprise fiber optic cable markets during
the quarter, the timing of projects, and other factors affecting short-term product demand (including likely seasonality effects).

Optical Cable experienced improved gross profit margins during the first quarter of fiscal 2007 compared to the comparable period last year. Gross profit margin
for the first quarter of fiscal 2007 increased to 35.2% compared to 33.4% for the first quarter of fiscal 2006. By comparison, the gross profit margin for the fourth
quarter of the Company’s 2006 fiscal year was 37.6%. The sequential decrease in gross profit margin is primarily a result of certain fixed costs being spread over
lower net sales in the first quarter of fiscal year 2007.

Selling, general and administrative expenses (“SG&A expenses”) for the first quarter of fiscal 2007 decreased 4.5% to $3.5 million compared to $3.7 million for
the same period last year. This compares to quarterly SG&A expenses ranging from $3.7 million to $3.9 million in fiscal year 2006. SG&A expenses as a
percentage of net sales were 37.6% in the first quarter of fiscal 2007 compared to 37.0% in the first quarter of fiscal 2006.
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Management’s Comments

“After achieving successes in improving our operational capabilities last year, the Optical Cable team has a renewed focus on increasing net sales in order to
deliver improved profitability. We validated elements of our strategy during the fourth quarter of 2006 and, as a result, delivered strong earnings on higher sales.
While we achieved lower sales during the first quarter of this year for a number of reasons, we are confident that by continuing to execute on our strategic plan
we can increase sales during fiscal 2007 and significantly improve our financial performance,” stated Mr. Neil Wilkin, President and CEO of Optical Cable
Corporation.

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;
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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 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

January 31,  
   2007   2006  
Net sales   $ 9,276  $ 9,870 
Cost of goods sold    6,007   6,574 

    
 

   
 

Gross profit    3,269   3,296 
SG&A expenses    3,487   3,652 

    
 

   
 

Loss from operations    (218)  (356)
Interest income (expense), net    (10)  15 
Other, net    3   (1)

    
 

   
 

Other income (expense), net    (7)  14 
    

 
   

 

Loss before income taxes    (225)  (342)
Income tax benefit    (80)  (122)

    
 

   
 

Net loss   $ (145) $ (220)
    

 

   

 

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

    

 

   

 

Weighted average shares outstanding:    
Basic    6,008   5,808 

    

 

   

 

—MORE—
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OPTICAL CABLE CORPORATION
CONDENSED BALANCE SHEET DATA

(thousands)
(unaudited)

 

 

   
January 31,

2007   
October 31,

2006
Cash and cash equivalents   $ 1,889  $ 555
Trade accounts receivable, net    5,886   8,297
Inventories    8,463   8,615
Other current assets    1,154   1,280

        

Total current assets   $ 17,392  $ 18,747
Non-current assets    16,229   16,044

        

Total assets   $ 33,621  $ 34,791
        

Current liabilities   $ 3,091  $ 4,306
Non-current liabilities    72   50

        

Total liabilities   $ 3,163  $ 4,356
Total shareholders’ equity    30,458   30,435

        

Total liabilities and shareholders’ equity   $ 33,621  $ 34,791
        

###
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FINAL TRANSCRIPT

Conference Call Transcript

OCCF - Q1 2007 Optical Cable Earnings Conference Call

Event Date/Time: Mar. 19. 2007 / 11:00AM ET



Operator

Good morning. My name is Henry, and I will be your conference operator today. At this time I would like to welcome everyone to the Optical Cable Corporation
conference call. All lines have been placed on mute to prevent any background noise. After the speakers’ remarks there will be a question-and-answer period.
(OPERATOR INSTRUCTIONS)

Thank you. It is now my pleasure to turn the floor over to your host, Mr. Andrew Siegel. Sir, you may begin your conference.
 

Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - IR

Good morning and thank you all for participating in Optical Cable Corporation’s first quarter of fiscal year 2007 conference call. By this time everyone should
have obtained a copy of the earnings press release. If you haven’t, please visit www.occfiber.com for a copy of the earnings announcement.

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 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, including but not limited to those factors set forth in detail in the forward-
looking statements section of today’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, sir.
 

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 is 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. Then I will have Tracy review the
first quarter results for the three-month period ended January 31, 2007, in more detail. After Tracy’s remarks, I will provide a few closing comments, and we will
answer as many of your questions as possible.

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 questions, if any, from individual investors that were submitted prior to this 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.

After delivering a strong financial performance for shareholders during the fourth quarter of fiscal 2006, our results for the first quarter of 2007 are disappointing
—but not completely unexpected.

Our net loss of $0.02 per basic and diluted share during the first quarter was attributable to lower net sales during the quarter. We believe that this decline in net
sales does not reflect a general trend, but is due to temporary weakness in the enterprise fiber optic cable markets, the timing of projects, and other factors
affecting short-term product demand (including likely seasonality effects), during the quarter.

We achieved significant success last year in improving our facilities, processes, systems and other operational capabilities—and validated this element of our
strategy by delivering strong earnings on higher sales during the fourth quarter of fiscal year 2006. These operational successes were also apparent during the first
quarter of 2007, as our gross profit margins improved to 35.2% compared to 33.4% during the same period last year. We are pleased with these margin
improvements, which we feel demonstrate some of the benefits of our recent investments. Further, we believe that because of these investments in our facilities,
processes, systems, and other operational capabilities—as sales volumes ramp up, we will be well-positioned to deliver improved financial performance.

We continue to manage our expenses, and did so in the first quarter of fiscal year 2007, including our SG&A expenses, while at the same time executing on our
strategic plan. Furthermore, we are pleased that we were able to end the first quarter of 2007 with no bank debt on our balance sheet and with $1.9 million in
cash. Our solid balance sheet and the financial flexibility it affords, provides us with the financial strength necessary for growth in the creation of shareholder
value.



The Optical Cable team will continue to focus on growing sales in order to deliver improved profitability—targeting our commercial markets and our specialty
markets. I have often bragged that Optical Cable has the best sales team in the industry. Now, more than ever, we are working together to prove that assessment is
correct.

As we have stated before, we expect our financial results will vary from quarter to quarter during fiscal year 2007, due to fluctuations in the markets in which we
operate, changes in product mix sold during any quarter, timing of projects, customers’ budgetary considerations, and seasonality factors. However,
notwithstanding these challenges, at this time we continue to expect to return to a pattern of growing annual earnings in fiscal year 2007, with annual net income
results for the year exceeding the results of fiscal year 2005.

I will now turn the call over to Tracy Smith, our Chief Financial Officer, who will review some specifics regarding our first quarter fiscal year 2007 financial
results.
 

Tracy Smith - Optical Cable Corporation - VP, CFO

Thank you, Neil. For our first quarter of fiscal year 2007, we reported a net loss of $145,000, or $0.02 per basic and diluted share, compared to a net loss of
$220,000, or $0.04 per basic and diluted share, for the same period last year. The loss was primarily due to the decrease in net sales in the first quarter of fiscal
year 2007, partially offset by the decrease in SG&A expenses in the first quarter compared to the same period in 2006.

Net sales decreased 6% to $9.3 million for the first quarter of fiscal year 2007 compared to $9.9 million for the same period last year. Our decrease in net sales
during the first quarter of fiscal 2007 was mostly attributable to weakness in our commercial markets compared to the same period last year. Net sales in certain
of our specialty markets increased during the first quarter compared to last year, offset by decreases in certain other of our specialty markets. We do not believe
the decrease in net sales we experienced in the first quarter is indicative of a trend and, longer-term, we continue to anticipate demand growth.

As Neil indicated, we believe our net sales were impacted during the first quarter by a temporary weakness in the enterprise fiber optic cable markets, the timing
of projects, and other factors affecting short-term product demand (including likely seasonality effects).

Additionally, as we have indicated previously, we generally believe our net sales can be impacted by seasonality factors. We typically expect net sales to be
relatively lower in the first half of each fiscal year and relatively higher in the second half of each fiscal year. This pattern may be substantially altered by the
timing of larger projects or other economic factors impacting our industry or impacting the industries of our customers and end-users. As a result, while we
believe net sales results experienced in the first quarter of fiscal year 2007 were impacted by seasonality factors, we are hesitant to try to predict net sales for
future periods based on seasonality because these other factors can also substantially impact our net sales patterns during the year.

Despite lower net sales during the first quarter of fiscal year 2007, Optical Cable experienced improved gross profit margins compared to the same period last
year. Gross profit margin, or gross profit as a percentage of net sales, increased to 35.2% for the first quarter of 2007 compared to 33.4% for the same period last
year.

During the first quarter of fiscal year 2007, our manufacturing lead times decreased and our manufacturing efficiencies increased compared to the first quarter of
2006. We believe these improvements are a result of the identification and correction of certain issues during the latter part of fiscal 2006, in part related to the
implementation of process and system changes in connection with our new enterprise resource planning (or “ERP”) system and other initiatives. As a result, we
experienced improved gross profit margins compared to the comparable period last year, which we believe reflect our improved manufacturing lead times and
efficiencies.

The gross profit margin for the fourth quarter of our 2006 fiscal year was 37.6%. The decrease in gross profit margin when comparing the first quarter of fiscal
year 2007 to the fourth quarter of fiscal year 2006 is primarily the result of the impact of certain fixed costs being spread over lower net sales in the first quarter
of fiscal year 2007. As a reminder, our gross profit margin percentages are also 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 first quarter of fiscal year 2007 decreased 4.5% to $3.5 million compared to $3.7 million for the comparable period last year. SG&A
expenses as a percentage of net sales were 37.6% in the first quarter of 2007 compared to 37% in the first quarter of fiscal year 2006. Contributing to the net
decrease in SG&A expenses for the quarter were decreases in employee compensation costs and decreased shipping costs, as a result of lower than anticipated net
sales.



Although we reported a net loss for the first quarter of 2007, we were still able to repay—in full—the balance outstanding on our bank credit facility at the end of
our 2006 fiscal year in the amount of $991,000. In addition, we made capital expenditures of $233,000 and continued other investing activities during the first
quarter—all without using our credit facility for working capital. As of the end of our first quarter, we had a cash balance of approximately $1.9 million with no
outstanding balance on our bank credit facilities and approximately $11.9 million unused and available under our credit facilities.

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. We are confident that the investments we have made—and continue to make to improve our facilities, processes, systems and capabilities and
with respect to certain strategic initiatives, will support sustainable, long-term revenue and earnings growth and will create significant value for Optical Cable’s
shareholders.

Our confidence is based not only on the strength of Optical Cable, but also on the underlying growth prospects for the entire fiber optic cable industry. Within this
growing market, Optical Cable is an established leader with a strong reputation for product and service excellence, a strong market position, and a uniquely broad
product offering to serve a wide variety of customers and applications.

We’ve already started to realize some benefits from the investments we have made—particularly as seen during the fourth quarter of fiscal 2006. And now our
focus is on growing sales—which we believe will drive improved profitability.

Before we begin the Q&A portion of our call, I would like to mention that Optical Cable will be presenting at the AeA Micro Cap Financial Conference in
Monterey, California, on May 7. At that time we will be meeting with analysts, investors, and potential investors. We would enjoy meeting any of you interested
in Optical Cable Corporation at that conference.

And 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, will
address the questions, if any, submitted in advance of today’s conference call by our individual investors. Operator, please indicate the instructions for participants
to call in their questions.

QUESTION AND ANSWER
 

Operator

(OPERATOR INSTRUCTIONS) Kevin Wenck, Polynous Capital Management.
 

Kevin Wenck - Polynous Capital Management - Analyst

Good morning Neil and Tracy. First question is looking at the quarter end receivables balance, it looked like sales might have been stronger earlier in the quarter
and then tailed off later in the quarter. Any comments about the linearity of sales during the quarter?
 

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

That’s really not the case. I think what you are seeing is that the decrease in accounts receivable is really attributable to the higher sales in the fourth quarter.
 

Kevin Wenck - Polynous Capital Management - Analyst

Okay. Because at quarter end, Neil, if you do a turns calculation, it is a lot lower than — or it is a lot higher than it typically is historically. So that is the way the
linearity looked.

But the weakness that you saw during the quarter, any particular areas of the enterprise networking business?



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

It was mainly on the commercial side. In response to your prior question, Kevin, I recognize the calculation you are doing; but in reality our sales were actually
stronger in January.
 

Kevin Wenck - Polynous Capital Management - Analyst

Okay.
 

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

What we — we get information from a number of different sources that we use to gauge what is going on in the market. The indications were, in the fourth
calendar quarter, demand in the enterprise market generally was down.

Of course that is through only December, whereas our quarter ends in January. So that is the reason why we are reaching those conclusions, in addition to the fact
that in January our sales were stronger.
 

Kevin Wenck - Polynous Capital Management - Analyst

And by various types of projects and enterprise networking versus — or pure networking versus more storage-related applications, have you seen any trends
there?
 

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

We haven’t from that standpoint, Kevin, and we don’t. But what I can tell you is when we are talking about these projects, what we are really talking about is they
can vary from whether it is a data center, or just a major project by a customer, or a build out at a facility, or a campus installation. It can be a whole host of
different things.

What we tend to see is in any given quarter we have a base of business that we tend to expect. Then we’ll have layered on top of that project business which can
fluctuate from quarter to quarter. Now the base business can fluctuate, too; but generally the project business is where we see more variability.

What is also interesting — we have said this before — is in the specialty markets that we are targeting there tends to be more variability than in the general
commercial market. So as we’ve been focusing more and more on the specialty markets where our products are well suited for harsh environment applications
and a whole host of other applications, we are seeing that we’ve introduced more variability into our quarterly top-line results.
 

Kevin Wenck - Polynous Capital Management - Analyst

Then in terms of trends domestically versus internationally, any particular weakness in either one of those?
 

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

Our international sales continue to be strong. In fact, in our 10-Q we will be disclosing that later today. But I am happy to tell you now that sales on the
international side increased about 6.6% during the quarter compared to the same period last year, whereas the domestic side was where it was softer.



Kevin Wenck - Polynous Capital Management - Analyst

You made a comment earlier that you feel like you have the best sales force in the industry, and we all need to work together. Were there any particular areas of
execution weakness in the sales activities during the quarter that might have led to the lower results? Or was it all just market or environment related?
 

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

I don’t think that there’s any specific areas of lack of execution in the first quarter specifically that we can directly say were attributable to the results that we
achieved. What I will say is I think that we need to spend more time and get better at executing our sales strategy. I am convinced more than ever that the strategy
is correct, and I think we need to hone our sales execution. We are in the process of looking at a number of initiatives to do that.

We already had initiatives under way specifically focused on market segments and are pleased with what is happening there. But there is some additional work to
be done, and we are in the process of doing that now.
 

Kevin Wenck - Polynous Capital Management - Analyst

Changing subjects, the startup connector company, how much more was invested in the company in the January quarter? And if you could give us a brief
overview of progress there?
 

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

Sure. Tracy is pulling the number for me. Do you have it? Kevin, it is — $350,000 was invested in the first quarter. And we are pleased with that progress of that,
those loans. I think that that is achieving the goals that we intended to achieve.

We set out structuring that deal so that Optical Cable had maximum options in preserving additional channels to market as needed. We are seeing some
indications of consolidation in certain aspects of the connectivity market. We have seen that more specifically in some of the harsh environment in the military
side where the overall market is a little smaller.

These loans and this transaction was structured to protect OCC in the long term against what might otherwise happen in that market and improve our options and
we are pleased with the way that is proceeding.
 

Kevin Wenck - Polynous Capital Management - Analyst

One final question. I know the results this past quarter are disappointing to you as well internally. But as shareholders, we are looking at a stock that is down
around 15% today. We also have a metric of an offer for the Company last year that’s 25% higher than the current stock price; along with the language that if the
Company would participate in the other company’s due diligence that the offer could possibly be higher than that.

Given the higher granularity of a small company’s sales from quarter to quarter, what are your thoughts at this point, Neil, as to whether — even though you’re
making progress internally with initiatives that you’ve undertaken — whether the Company really would be better suited as part of a larger entity, where the
quarter-to-quarter fluctuations just aren’t noticeable?
 

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

There’s a lot of questions or points that you’ve touched on in that question. So let me highlight a couple of things that I think are most relevant.

First of all, I would agree with you that the first quarter results were disappointing and that the stock price where it is today is disappointing. I also believe that
relative to where it will be, as we complete the execution of our strategic plan, including some things that are still in process, that we will see that the return to
investors will be more significant than the offer that Superior Essex had made.

Superior Essex also has a reputation for buying companies at low price points; and so I am not convinced that — and this may be wrong — but I am not
convinced that there was a lot of opportunity for that offer to go up.



What I would also say is the fourth quarter really demonstrated what we have been saying all along, which is we have been building a business that is scalable;
and so that if we can hit those sales numbers that are not that much farther above what we are already hitting, we can really drop some significant value down to
the bottom line of the shareholders.

While the stock price never exceeded the $6 per share that was offered earlier or mid last year by Superior Essex, I would also say that if we were announcing
earnings on a quarterly basis that were in line with what we saw in the fourth quarter, we would be trading at a price that is higher than what the price is traded at
before our earnings release today or certainly after our earnings release today. So I think that that is an important issue.

The second thing is whether or not we are part of a bigger company or not is really a function of how strong our position is relative to our competitors in the
marketplace. And the Board has never ruled out looking at opportunities where the value to the OCC shareholders would be accentuated by talking to someone.

That being said, we need to — if you’re going to do that, you really need to say, are you really improving OCC’s position in the marketplace, or partnering with
someone who is willing to pay significantly for the value that would be created by OCC and the synergies created by working with someone else?

Also I think, as a last comment, I don’t think that you have the variability that you have from quarter to quarter really is reflective of whether or not OCC would
be better as part of a larger entity. I mean that is just part of the reality of a company. It is a question of whether shareholders look at the year as a whole and the
value that is being created as a whole, or whether they are going to react on a short-term basis to movements in the stock.

If that is what it is, long-term we should be creating shareholder value anyway. And to the extent there is variability in the stock on a quarter-to-quarter basis —
that is probably more of a buying opportunity or a selling opportunity, profit-taking opportunity, for people who are actively trading the stock and really want to
see the results on a quarter-to-quarter basis.

But long-term, whether or not we could reduce variability by being part of a larger entity is irrelevant from my perspective in the creation of long-term
shareholder value.
 

Kevin Wenck - Polynous Capital Management - Analyst

All right. Thanks for your answer and good luck to you in the current quarter.
 

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

Thank you.
 

Operator

(OPERATOR INSTRUCTIONS) [Chris McCampbell], Stifel Nicolaus.
 

Chris McCampbell - Stifel Nicolaus - Analyst

Good morning. You all had mentioned that there were some factors that gave you all confidence that you would increase the sales, I guess, over 2005. I’m sorry if
you’ve already covered that, but I was wondering what specifically it is that it is giving you that confidence.
 

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

A couple of things. What we’ve really focused on is that the earnings in 2007 will be higher than 2005. That is what we said as part of our fourth quarter earnings
release and in our annual report and it is also what I reiterated again today, focusing less on sales.



But what I would also say is that the fiber optic cable industry, depending on who you talk to, is expected to be growing at a strong single digit rate. Now we
haven’t really seen that except in certain areas; and again I am talking about the enterprise market. I am taking out specifically the long-haul telco and even fiber-
to-the-home, which are separate initiatives or separate markets from what we actively participate in.

So a couple of things. One is the overall strength of where the enterprise market is expected to be growing over the next several years, again which is in the strong
single digit growth year-over-year. And second is OCC’s strong position in that market and the fact that our products are particularly well positioned with respect
to new markets and growing areas of the enterprise market, including harsh environment areas and other new applications for fiber optics. So that is the reason
why we are confident that overall sales will be growing.

But again, what we’ve specifically said was not that we would see higher sales, but that we would see higher earnings than what we had in 2005, which as you
know were $0.20 per share.
 

Chris McCampbell - Stifel Nicolaus - Analyst

Right. What would you say then would be the total market size of the enterprise market that you are going after and what would be your market share of that?
 

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

We haven’t talked about specific market shares previously. You get various estimates of what the overall size of the enterprise market is and those estimates range
from about $300 million to maybe $750 million depending on which portions of the markets you’re talking about. So I don’t have a specific addressable market
figure for you, but it is in that range and from that you can tell that OCC has a strong market position.

What is also interesting is — and the other reason why we say our market position is strong — is while there’s a lot of competitors in the market, OCC is, based
on the information we have, second in the enterprise market in our position behind Corning Cabling Systems.
 

Chris McCampbell - Stifel Nicolaus - Analyst

Okay. Thanks.
 

Operator

(OPERATOR INSTRUCTIONS) There appear to be no further questions at this time. I will now turn the floor back over to your hosts.
 

Andrew Siegel - Joele Frank, Wilkinson Brimmer Katcher - IR

Neil, it is Andrew Siegel here. Usually at this time we take a question or two from individual shareholders, but this quarter we didn’t receive any inquiries, so I
will turn it back over to you for your closing remarks.
 

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

Okay. Well, before the question-and-answer period I gave some closing remarks. What I would just say now is I appreciate everyone joining us on the call today
and, as always, we appreciate your time, your questions, and your interest in Optical Cable Corporation.

As those that know me and the management team through other conversations, we are all working very hard here to increase the value of the shares and to deliver
the results that are satisfactory to our shareholders. Thank you very much.
 

Operator

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


