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Item 2.02

Results of Operations and Financial Condition

On January 9, 2018, VOXX International Corporation (the "Company") issued a press release announcing its earnings for the
quarter ended November 30, 2017. A copy of the release is furnished herewith as Exhibit 99.1.
Item 8.01

Other Events.

On January 10, 2018, the Company held a conference call to discuss its financial results for the quarter ended November 30,
2017. The Company has prepared a transcript of that conference call, a copy of which is annexed hereto as Exhibit 99.2.
The information furnished under Items 2.02 and 8.01, including Exhibits 99.1 and 99.2, shall not be deemed to be filed for the
purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and will not be incorporated by reference into any
registration statement filed under the Securities Act of 1933, as amended, unless specifically identified therein as being incorporated
therein by reference.
EXHIBIT INDEX
Exhibit No.
99.1
99.2

Description
Press Release, dated January 9, 2018, relating to VOXX International Corporation's earnings release for the
quarter ended November 30, 2017 (filed herewith).
Transcript of conference call held on January 10, 2018 at 10:00 am (filed herewith).
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 thereunto duly authorized.
VOXX International Corporation (Registrant)
Date: January 12, 2018
BY: /s/ Charles M. Stoehr
Charles M. Stoehr
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Chief Financial Officer

FOR IMMEDIATE RELEASE
VOXX INTERNATIONAL CORPORATION REPORTS ITS FISCAL 2018 THIRD QUARTER FINANCIAL RESULTS
•
•
•
•

Fiscal 2018 third
Fiscal 2018 third
Fiscal 2018 third
year-over-year
Fiscal 2018 third

quarter operating income of $5.6 million, improved by $0.4 million year-over-year
quarter net income from continuing operations of $7.5 million increased by $5.9 million year-over-year
quarter net income attributable to VOXX International Corporation of $8.6 million improved $2.8 million
quarter diluted earnings per share of $0.35 improved $0.11 year-over-year

ORLANDO, FL - January 9, 2018 - VOXX International Corporation (NASDAQ: VOXX), a leading manufacturer and distributor of
automotive and consumer technologies for global markets, announced its financial results for the Fiscal 2018 third quarter ended
November 30, 2017.
Pat Lavelle, President and CEO of VOXX International Corporation stated, “Our sale of Hirschmann in August 2017 enabled us to pay
down virtually all of our debt, except mortgages, and we now have a healthy cash position and access to capital through our banking
facilities to execute our strategy and unlock shareholder value. Over the coming year, we intend to look for accretive acquisitions and
potentially monetize some of our assets, while realigning some of our operations to lower expenses and enhance the bottom-line.
Further, we remain focused on generating growth, through both product innovation and by developing new partnerships that leverage
our distribution and reach.”
Lavelle continued, “During the fiscal 2018 third quarter, we posted growth in our Premium Audio and Consumer Accessories segments
and we have several new product introductions on the horizon across all of our business segments that should contribute to top-line
growth in the coming years. While Automotive segment revenue came in lower than the prior year, it was due primarily to timing as
new OEM programs for our EVO rear seat infotainment solutions started later than anticipated. Further, during the quarter, we took
steps to lower our overhead, as expenses came in 6.6% lower than the prior year and we generated year-over-year improvements in
operating income and net income. Our Board and management team continue to evaluate all options that will improve our market
position, product offering and valuation.”
On August 31, 2017, the Company completed its sale of Hirschmann Car Communication GmbH and its subsidiaries (collectively,
“Hirschmann”) to a subsidiary of TE Connectivity Ltd. The consideration received by the Company was €148,500. The purchase price,
at the exchange rate as of the close of business on the Closing Date approximated $177.0 million, and is subject to adjustment based
upon the final working capital. The Hirschmann subsidiary group, which was previously included within the Automotive segment,
qualified to be presented as a discontinued operation in accordance with ASC 205-20 beginning in the Company’s second quarter
ended August 31, 2017 and is reflected in the Company’s third quarter net income results for the comparable periods ended November
30, 2017 and November 30, 2016.
Third Quarter Performance Review
Net sales for the Fiscal 2018 third quarter were $156.6 million as compared to net sales of $157.4 million in the comparable year-ago
period, a decline of $0.8 million or 0.5%.
•

Automotive segment sales were $40.6 million as compared to $48.8 million, a decline of $8.2 million or 16.8%. This was
principally due to lower aftermarket sales of satellite radio products, offset by higher sales of aftermarket overhead and headrest
product sales. Additionally, the Company experienced lower domestic OEM sales due to timing, as headrest programs with two
OEM customers were winding down in

anticipation of new programs for the Company’s next-generation EVO infotainment systems, which are now shipping.
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•

Premium Audio segment sales were $57.4 million as compared to $56.8 million, an increase of $0.6 million or 1.1%. Driving
the year-over-year increase were higher European sales, higher sales of select home entertainment speaker lines, including
various lines of HD wireless speakers, wireless sound bars, Klipsch Heritage products and wireless and multi-room streaming
audio systems. This increase was partially offset by lower sales of wireless headphones and portable Bluetooth speakers, given
the prior year’s success, as well as lower sales of commercial speakers, primarily in the cinema speaker category.

•

Consumer Accessories segment sales were $58.5 million as compared to $51.4 million, an increase of $7.0 million or 13.7%.
The segment experienced higher sales of Project Nursery products, Striiv activity tracking bands, wireless speakers, and
reception products, as well as an increase in international sales. Offsetting these increases were lower sales of other consumer
accessory product lines.

The gross margin for the Fiscal 2018 third quarter came in at 26.5% as compared to 27.7% for the same period last year. The decline in
gross margin was mostly as expected given the shift in product mix within the Company’s business segments and product lines.
•

Automotive segment gross margins of 23.5% declined by 210 basis points, primarily as a result of lower OEM manufacturing
sales, from which the Company generally earns higher margins, offset by an increase in sales of certain higher margin products
such as aftermarket overhead and headrest systems, and lower satellite radio fulfillment sales.

•

Premium Audio segment margins of 33.4% increased by 60 basis points due to higher sales of home entertainment speakers and
systems, offset by lower sales of commercial speakers and certain close-out promotions to make way for newer product
introductions.

•

Consumer Accessories segment margins of 21.7% declined by 190 basis points, but gross profit dollars increased due to higher
sales volumes. The year-over-year decline was primarily due to lower hookup product sales which typically carry higher gross
margins, higher sales of the Striiv activity band, which carries lower gross margins, and promotions offered on certain products
within the Project Nursery line. The Company also incurred higher freight charges due to increased demand for certain remote
products in both the Fiscal 2018 and Fiscal 2017 third quarter periods, which adversely impacted gross margins.

Operating expenses for the Fiscal 2018 third quarter were $35.9 million as compared to $38.4 million in the Fiscal 2017 third quarter,
an improvement of $2.5 million or 6.6%. The year-over-year improvement was primarily related to a $1.8 million decline in general
and administrative expenses as a result of headcount reductions in select groups and lower professional services and occupancy
expenses, and a $1.0 million decline in engineering and technical support expenses. These improvements were partially offset by a $0.3
million increase in selling expenses due primarily to higher advertising and marketing related expenses.
Total other income for the three months ended November 30, 2017 was $1.3 million as compared to $0.2 million in total other income
in the comparable year-ago period. Interest and bank charges declined by approximately $0.7 million due to a lower average
outstanding balance on the Company’s Credit Facility compared to the prior year period due to the use of proceeds from the
Hirschmann sale on August 31, 2017. Equity in income of equity investees of $2.0 million increased by approximately $0.1 million due
to higher sales and a special project performed for one of the Company’s customers during the Fiscal 2018 third quarter. Other, net
increased by approximately $0.4 million due to changes in net foreign currency losses, among other factors.
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The Company reported operating income of $5.6 million as compared to operating income of $5.2 million for the comparable Fiscal
2017 period. Net income from continuing operations of $7.5 million increased by approximately $5.9 million as compared to $1.6
million in the comparable Fiscal 2017 period. This improvement takes into account an income tax benefit from continuing operations of
$0.6 million and an income tax expense of $3.8 million for the three months ended November 30, 2017 and November 30, 2016,
respectively. In the Fiscal 2018 third quarter, the Company recorded a net loss from discontinued operations, net of tax of $0.4 million,
whereas in the Fiscal 2017 third quarter, the Company recorded net income from discontinued operations, net of tax of $2.3 million.
Net income attributable to VOXX International Corporation was $8.6 million for the Fiscal 2018 third quarter as compared to $5.8
million for the Fiscal 2017 third quarter. The Company reported earnings per share attributable to VOXX International Corporation of
$0.36 on a basic basis and $0.35 on a diluted basis for the Fiscal 2018 third quarter. This compares to $0.24 on both a basic and diluted
per share basis for the Fiscal 2017 third quarter. Note, the Company recorded a loss per share from discontinued operations of $0.02,
both basic and diluted, in the Fiscal 2018 third quarter and earnings per share of $0.09, both basic and diluted, in the Fiscal 2017 third
quarter.
The Company reported Earnings before interest, taxes, depreciation and amortization (“EBITDA”) of $12.0 million and Adjusted
EBITDA of $12.2 million for the Fiscal 2018 third quarter. This compares to EBITDA of $15.3 million and Adjusted EBITDA of $15.5
million for the comparable year-ago period.
Balance Sheet Update
For the period ended November 30, 2017, the Company had cash and cash equivalents of $37.5 million as compared to cash and cash
equivalents of $1.0 million reported as of February 28, 2017, an increase of $36.6 million.
Total debt as of November 30, 2017 was $19.1 million, an improvement of $91.3 million as compared to February 28, 2017 as the
Company used the net proceeds from the sale of Hirschmann to reduce the majority of its total debt position. Total long-term debt, net
of debt issuance costs as of November 30, 2017 was $8.6 million as compared to $97.7 million as of February 28, 2017, an
improvement of $89.2 million. Further details can be found in Footnote 15 of the Company’s Form 10-Q which will be filed shortly
with the Securities and Exchange Commission.
Conference Call and Webcast Information
VOXX International will be hosting its conference call on Wednesday, January 10, 2018 at 10:00 a.m. Eastern. Interested parties can
participate by visiting www.voxxintl.com, and clicking on the webcast in the Investor Relations section or via teleconference (toll-free:
877-303-9079; international: 970-315-0461 / conference ID: 5657629).
Non-GAAP Measures
EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per common share are not financial measures recognized by GAAP.
EBITDA represents net income (loss) attributable to VOXX International Corporation, computed in accordance with GAAP, before
interest expense and bank charges, taxes, and depreciation and amortization. Adjusted EBITDA represents EBITDA adjusted for stockbased compensation expense, gains on the sale of discontinued operations, losses on forward contracts, and investment gains.
Depreciation, amortization and stock-based compensation are
non-cash items. Diluted Adjusted EBITDA per common share represents the Company's diluted earnings per common share based on
Adjusted EBITDA.

We present EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per common share in this Form 10-Q because we consider
them to be useful and appropriate supplemental measures of our performance. Adjusted EBITDA and
diluted adjusted earnings per common share help us to evaluate our performance without the effects of certain GAAP calculations that
may not have a direct cash impact on our current operating performance. In addition, the exclusion of certain costs or gains relating to
non-recurring events allows for a more meaningful comparison of our results from period-to-period. These non-GAAP measures, as we
define them, are not necessarily comparable to similarly entitled measures of other companies and may not be an appropriate measure
for performance relative to other companies. EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per common share should not
be assessed in isolation from,
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are not intended to represent, and should not be considered to be more meaningful measures than, or alternatives to, measures of
operating performance as determined in accordance with GAAP.
About VOXX International Corporation
VOXX International Corporation (NASDAQ: VOXX) has grown into a worldwide leader in the Automotive, Consumer Electronics,
Consumer Accessories and Premium Audio industries. Today, the Company has an extensive distribution network that includes power
retailers, mass merchandisers, 12-volt specialists and many of the world’s leading automotive manufacturers. The Company has an
international footprint and a growing portfolio, which comprises over 30 trusted domestic and global brands. Among the Company’s
brands are Klipsch®, RCA®, Invision®, Rosen®, Audiovox®, Terk®, Acoustic Research®, Advent®, Code Alarm®, 808®, Prestige®,
EyeLock, Jamo®, Energy®, Mirage®, Mac Audio®, Magnat®, Heco®, Schwaiger®, and Oehlbach®. For additional information,
please visit our Web site at www.voxxintl.com.
Safe Harbor Statement
Except for historical information contained herein, statements made in this release that would constitute forward-looking statements
may involve certain risks and uncertainties. All forward-looking statements made in this release are based on currently available
information and the Company assumes no responsibility to update any such forward-looking statements. The following factors, among
others, may cause actual results to differ materially from the results suggested in the forward-looking statements. The factors include,
but are not limited to risks that may result from changes in the Company's business operations; our ability to keep pace with
technological advances; significant competition in the automotive, premium audio and consumer accessories businesses; our
relationships with key suppliers and customers; quality and consumer acceptance of newly introduced products; market volatility; nonavailability of product; excess inventory; price and product competition; new product introductions; foreign currency fluctuations and
concerns regarding the European debt crisis; restrictive debt covenants; the possibility that the review of our prior filings by the SEC
may result in changes to our financial statements; and the possibility that stockholders or regulatory authorities may initiate
proceedings against VOXX International Corporation and/or our officers and directors as a result of any restatements. Risk factors
associated with our business, including some of the facts set forth herein, are detailed in the Company's Form 10-K for the fiscal year
ended February 28, 2017.
Company Contact:
Glenn Wiener, President
GW Communications
Tel: 212-786-6011
Email: gwiener@GWCco.com
- Tables to Follow -

VOXX International Corporation and Subsidiaries
Consolidated Balance Sheets
(In thousands, except share and per share data)
November 30, 2017
Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net
Inventory, net
Receivables from vendors
Prepaid expenses and other current assets
Income tax receivable
Assets held for sale, current

(unaudited)
$

Total current assets
Investment securities
Equity investments
Property, plant and equipment, net
Goodwill
Intangible assets, net
Deferred income taxes
Other assets
Assets held for sale, non-current
Total assets
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Income taxes payable
Accrued sales incentives
Current portion of long-term debt
Liabilities held for sale, current

February 28, 2017

37,514
93,106
125,389
568
16,390
1,468
—

$

274,435
9,040
22,416
65,959
54,639
151,703
23
8,483
—

956
79,971
122,352
634
12,332
1,596
55,507
273,348
10,388
21,926
65,589
53,905
154,939
23
1,699
86,669

$

586,698

$

668,486

$

36,203
36,638
3,117
18,123
7,675
—

$

46,244
32,110
703
13,154
9,215
28,641

Total current liabilities
Long-term debt, net of debt issuance costs
Capital lease obligation
Deferred compensation
Deferred income tax liabilities
Other tax liabilities
Other long-term liabilities
Liabilities held for sale, non-current

101,756
8,583
774
3,854
28,611
1,798
3,185
—

130,067
97,747
926
3,844
27,627
3,194
2,125
11,641

Total liabilities

148,561

277,171

—

—

256

256

22

22

Commitments and contingencies
Stockholders' equity:
Preferred stock:
No shares issued or outstanding
Common stock:
Class A, $.01 par value, 60,000,000 shares authorized, 24,106,194 and 24,067,444 shares issued
and 21,938,100 and 21,899,370 shares outstanding at November 30, 2017 and February 28,
2017, respectively
Class B Convertible, $.01 par value, 10,000,000 shares authorized, 2,260,954 shares issued and
outstanding

Paid-in capital
Retained earnings
Accumulated other comprehensive loss
Treasury stock, at cost, 2,168,094 and 2,168,074 shares of Class A Common Stock at November
30, 2017 and February 28, 2017, respectively

296,291
182,089
(15,427)

295,432
159,369
(43,898)

(21,176)

(21,176)

Total VOXX International Corporation stockholders' equity
Non-controlling interest

442,055
(3,918)

390,005
1,310

Total stockholders' equity
Total liabilities and stockholders' equity

438,137
$

586,698

391,315
$

668,486

VOXX International Corporation and Subsidiaries
Unaudited Consolidated Statements of Operations and Comprehensive Income (Loss)
(In thousands, except share and per share data)

Three Months Ended
November 30,
2017
Net sales
Cost of sales

$

Nine Months Ended
November 30,

2016

156,563
115,044

$

2017

157,411
113,763

$

2016

384,856
284,772

$

389,636
281,572

Gross profit

41,519

43,648

100,084

108,064

Operating expenses:
Selling
General and administrative
Engineering and technical support

11,357
18,258
6,261

11,081
20,099
7,236

34,805
59,095
20,298

32,387
58,247
21,891

Total operating expenses

35,876

38,416

114,198

112,525

Operating income (loss)

5,643

5,232

(14,114)

(4,461)

(1,215)
2,004
0
477

(1,901)
1,931
0
121

(4,850)
5,734
1,416
(7,772)

(5,194)
5,284
0
(136)

Other (expense) income:
Interest and bank charges
Equity in income of equity investees
Investment gain
Other, net
Total other income (expense), net

1,266

151

(5,472)

(46)

Income (loss) from continuing operations before income taxes
Income tax (benefit) expense from continuing operations

6,909
(568)

5,383
3,756

(19,586)
(4,531)

(4,507)
(3,184)

Net income (loss) from continuing operations

7,477

1,627

(15,055)

(1,323)

2,283

32,342

3,910
(1,890)

17,287
(5,433)

Net (loss) income from discontinued operations, net of tax

(368)

Net income (loss)
Less: net loss attributable to non-controlling interest
Net income attributable to VOXX International Corporation
Other comprehensive income (loss):
Foreign currency translation adjustments
Derivatives designated for hedging
Pension plan adjustments
Unrealized holding (loss) gain on available-for-sale investment
securities, net of tax
Other comprehensive income (loss), net of tax
Comprehensive income (loss) attributable to VOXX International
Corporation

7,109
(1,535)
$

8,644

$

(170)
226
(2)

5,800

$

(6,684)
752
96

(3)

(5,832)
(32)

(906)
(5,418)
$

27,669
(960)
1,688

4

51

22,720

417

$

8,695

$

$

Continuing operations

$

0.37

$

0.15

$

Discontinued operations

$

(0.02)

$

0.09

Attributable to VOXX International Corporation

$

0.36

$

0.24

4,512
(3,168)
240
44

74

(4)

28,471

(2,888)

51,191

$

1,624

(0.40)

$

0.17

$

1.34

$

0.02

$

0.94

$

0.19

Earnings (loss) per share - basic:

Earnings (loss) per share - diluted:
Continuing operations

$

0.37

$

0.14

$

(0.40)

$

0.17

Discontinued operations

$

(0.02)

$

0.09

$

1.34

$

0.02

Attributable to VOXX International Corporation

$

0.35

$

0.24

$

0.94

$

0.19

Weighted-average common shares outstanding (basic)

24,238,493

24,160,324

24,222,973

24,160,324

Weighted-average common shares outstanding (diluted)

24,498,144

24,287,431

24,222,973

24,237,357

VOXX International Corporation and Subsidiaries
Reconciliation of GAAP Net Income Attributable to VOXX International Corporation to EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per
Common Share (2)

Three Months Ended
November 30,
2017
Net income attributable to VOXX International Corporation
Adjustments:
Interest expense and bank charges (1)
Depreciation and amortization (1)
Income tax (benefit) expense

$

8,644

2016
$

2017

2016

5,800

$ 22,720

1,824
4,225
3,434

4,327
11,162
1,939

5,134
12,715
(218)

12,045
146
0
0
0

15,283
205
0
0
0

40,148
445
(36,118)
6,618
(1,416)

22,143
568
0
0
0

921
2,685
(205)

EBITDA
Stock-based compensation
Gain on sale of discontinued operation
Loss on forward contracts attributable to sale of business
Investment gain

Nine Months Ended
November 30,
$

4,512

Adjusted EBITDA

$

12,191

$ 15,488

$

9,677

Diluted income per common share attributable to VOXX International Corporation
Diluted Adjusted EBITDA per common share attributable to VOXX International
Corporation

$

0.35

$

0.24

$

0.94

$ 22,711
$

0.19

$

0.50

$

0.64

$

0.40

$

0.94

(1) For purposes of calculating Adjusted EBITDA for the Company, interest expense and bank charges, as well as depreciation and

amortization have been adjusted in order to exclude the non-controlling interest portion of these expenses attributable to EyeLock
LLC.
(2) EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per common share in this presentation are based on a reconciliation to

Net income attributable to VOXX International Corporation, which includes net income (loss) from both continuing and
discontinued operations for all periods presented. The Company sold its Hirschmann subsidiary on August 31, 2017.
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PRESENTATION
Operator
Good day, ladies and gentlemen, and welcome to the VOXX International Fiscal 2018 Third Quarter Results Call. (Operator Instructions) And as a reminder, today's conference
call is being recorded.
I would now like to turn the conference over to Glenn Wiener, Investor Relations. Please go ahead.
Glenn Wiener
Thank you, Candace. Good morning, and welcome to VOXX International's Fiscal 2018 Third Quarter Results Conference Call. Our call today is being webcast live on our
website, www.voxxintl.com, and a replay is available to those who aren't able to make today's call.
Speaking for management this morning will be Pat Lavelle, President and Chief Executive Officer; and Michael Stoehr, Senior Vice President and our Chief Financial Officer.
Following their remarks, we'll have a Q&A session for those investors wishing to ask any questions.
Before we begin, I'd like to remind everyone that except for historical information contained herein, statements made on today's call and webcast that would constitute forwardlooking statements are based on currently available information. The company assumes no responsibility to update any such forward-looking statements. And risk factors
associated with our business are detailed in our Form 10-K for the period ended February 28, 2017.
At this time, I'd like to turn the call over to our President and CEO, Pat Lavelle.

Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Thank you, Glenn. Let me start by wishing you all a happy and healthy new year and a successful 2018. As you know, as a result of the sale of Hirschmann, we start calendar
year 2018 with a healthy cash position, access to capital through our banking facilities and virtually no debt except for mortgages. Our balance sheet is strong, and we have
significant opportunities ahead of us to unlock value and provide us with a more stable platform for cash generation and profitability.
Our plan for 2018 is to look for accretive acquisitions and possibly monetize some of our assets, realign some of our operations to lower fixed expenses and to enhance gross
margins further, and continue our growth focus with product innovation and partnerships that give us access to new technology and leverage our distribution.

Let me start with a recap of our third quarter results, and then Mike will have some more on the financials before we open the call up for questions. Of course, as I always do at
this time of the year, I will cover some of our newest products which debuted at the Consumer Electronics Show here in Las Vegas.
Net sales of $156.6 million were roughly in line with last year's third quarter, down 0.5%. Premium Audio segment sales grew by 1.1%. Consumer Accessories sales grew by
13.7%, and our Automotive segment declined by 16.8%. The Automotive decline was mostly timing related. Within our domestic OEM business, programs with GM and Ford
for our next-generation rear seat infotainment solution, EVO, were delayed for further validation testing, but we are now shipping and the product is at dealers. In mid-October, we
launched with GM on the Chevy Traverse, the Chevy Equinox, the GMC Terrain and the Buick Enclave. And there are 7 additional GM vehicles that we'll launch over the next
1.5 years and which will run through the model life cycle of each vehicle.
The Ford program in August with the 2018 Expedition and 2018 Navigator and has already contributed positively to our results. EVO will launch on 6 different Ford vehicles
with an August 2018 launch date and running through -- and these are launches running through May of 2019, with the bigger volumes impacting next year's fiscal third and
fourth quarters. We also have an EVO program with Mazda, which is launching later this month, and another with Nissan slated for September 2018.
Approximately 60% of these new programs for EVO are replacement business, but 40% are new business, which paves the way for optimism with respect to growth in future
periods. We anticipated that our aftermarket business would be down as satellite radio and some of our older legacy product lines have dropped off. However, as a result of the
acquisition of the Rosen Electronics business acquired in 2018, we're seeing an increase in aftermarket overhead and headrest DVD systems.
Lastly, our remote start business is doing well and should continue to perform given the harsh weather conditions throughout the U.S.
Within Premium Audio, we continue to see growth, albeit at lower rates than prior quarters, our net sales were up 1.1% as compared to last year's third quarter, which was one of
the highest sales quarters for this segment. There is also strong growth across several home entertainment speaker lines, and new products that were introduced over the past year
continue to sell well at retail, including our HD wireless speakers, wireless soundbars, Klipsch Heritage products and our wireless and multiroom streaming audio systems.
Additionally, the Forte III reintroduction has exceeded sales expectations. And Jamo Studio is picking up the team with new Dolby Atmos speaker price points. Growth in this
segment was somewhat offset by lower volumes of wireless headphones and portable Bluetooth speakers, though our retail placement remains strong.
Internationally, our business is up as well. The biggest decline was in our commercial speaker business as some projects and programs were delayed as some of our cinema
customers adjusted to slower box office sales. Overall, the Premium Audio segment has grown over the last 2 years and consistently through the last 7 quarters, and we expect
solid performance from them moving forward.
Our Consumer Accessories segment was a bright spot as we reversed the declining sales trend, posting net sales growth of 13.7%. Driving the quarter, higher sales of the newly
launched drive activity tracking bands, which is part of the program with Qualcomm and a major healthcare provider. This quarter, we expanded programs to include other national
brands. We also had higher sales of Project Nursery products, strong gains in the reception category and continued momentum in 808 wireless speakers, up over 40% in unit
sales, and higher international sales due to the rollout of an upgrade to the digital broadcasting platform in Europe.
Gross margins of 26.5% were down 120 basis points.
Automotive segment margins were down 210 basis points due to delays in our OEM programs, similar to the second quarter. Premium Audio segment's margins were up 60 basis
points year-over-year and up 230 basis points, sequentially. We've worked through the majority of the inventory we had on hand, consistent with our remarks last quarter. And
Consumer Accessories segment margins were down 190 basis points year-over-year but up 310 basis points, sequentially. Q3 profit dollars were up, however, and the margin
decline was due to higher fulfillment sales, which should continue based on our new program in the wellness and fitness category with Qualcomm Life.
Operating expenses declined by 6.6% as we realized additional synergies post Hirschman and continued our focus on reducing fixed expenses. We expect to continue gradually
lowering expenses based on our strategic process to acquire and/or divest.
From a bottom line perspective, we reported operating income of $5.6 million, slightly better than Q3 of fiscal of 2017. Net income from continuing operations of $7.5 million
increased by close to $6 million. And net income attributable to VOXX was $8.6 million or $36 per basic share compared to net income attributable to VOXX of $5.8 million or
$0.24 per share in the year ago period.
To summarize the quarter, sales were flat, margins were down as expected from the combination of the sale of Hirschman and the increase in fulfillment business, and our
expenses declined. As a result, our bottom line performance improved.
As you know, we were in Las Vegas at the Consumer Electronics Show where we traditionally launched many of our new products, and this year is no different. In the Accessory
segment, we showed the new line of sensation products due out in the summer of 2018. We also introduced new versions of our wireless earbuds and some of our best-selling
Canz speakers, SL speakers with Siri and Google voice support and our new 808 Amazon Alexa voice speaker. RCA continues to move into the security and smart home market.
And at CES, we introduced

the RCA WiFi security cameras and the RCA video doorbell. We have several products arriving in February to May time frame.
CES was also launching ground for the new RCA antenna lines with retractable and outdoor antennas. Our cord cutter all-in-one kit has been very well received from retailers both
in-store and online. The partnership with Project Nursery, we debuted the first-ever baby monitor to integrate Amazon's Alexa voice service, the Project Nursery smart baby
monitor system.
VOXX advanced solutions also made some CES noise with an expanded line of Public Safety products, including a body camera with 4G LTE and WiFi, a dash and body camera
with 360-degree video capture and a fixed-location 360-degree camera for live streaming. We also introduced a live streaming 360 4K camera. And further, we announced an LOI
with Blue Line Innovations, the developers of FORTIFY, an evidence and case management system used by law enforcement. They will be the exclusive back-end evidence
management provider for our live streaming body cameras, and together, we will have a true end-to-end solution for the public safety market.
With respect to EyeLock, we showcased our new access control solutions for both outdoor and indoor use. With nano EXT, we have the first-of-its-kind outdoor device which
can withstand extreme exterior elements and all lighting conditions while still providing unmatched security and convenience.
Staying with EyeLock. In November, we announced our strategic partnership with ViaTouch Media to bring to market the first auto retail vending solution enabled by artificial
intelligence, which embedded EyeLock's iris authentication technology. At CES, Harrington was debuted our version of the embedded solution, which will be used in the
ViaTouch Vicki and which has several other applications that can be leveraged in adjacent markets such healthcare and medical. There was also a lot of excitement over this
solution yesterday at the show.
In the Automotive aftermarket, we had a number of product debuts: A new smart mirror with built-in HD driving video recorder and touch-free control to reduce distraction. The
camera allows you to access your favorite apps and have a hands-free Bluetooth speakerphone built into the mirror; a new Android based rear seat system incorporating Google
Play; and we won a 2018 CES Innovation Award Solution for LOOK-IT, a new wireless backup camera powered by lightweight technology. It essentially turns your iPhone or
Android device into the rear display itself.
In Premium Audio, we had a number of announcements and product debuts under the Klipsch and Jamo brands. First, our Klipsch wireless speakers and amplifiers will now
support the Amazon Alexa-connected speaker APIs, allowing users to control their speakers in multiroom audio systems from any Alexa-enabled device. We showed our next
generation of award-winning Heritage wireless tabletop speakers that have the Google assistant built in. We debuted a new line of Heritage speakers, the Klipschorn, La Scala,
Cornwall, Forte and Heresy products, which have sold very well for us over the past 2 years.
Under Jamo, we launched 2 new soundbars customized for interior living spaces, which come equipped with Dolby audio and Bluetooth wireless technology. And building on
Studio 8 speaker series, one of Jamo's better-performing lines for decades, we launched the new studio Jamo Studio 8 series. Of course, we had a host of other products on
display, streaming audio, Bluetooth wireless speakers and a new line of in-ear and over-the-ear headphones with sleek designs at various price points.
As we look ahead, we expect to see further penetration into select lifestyle segments and high-end distribution channels for our Heritage headphones, amplifiers and speakers and
expansion into high-end audio distribution channels with our new Heritage speaker programs. Additionally, new Heritage soundbars will launch this spring, and a new ground-up
series of Reference and Reference Premiere speakers and subwoofers will debut in the summer.
As I stated on our Q2 call, we expect the second half of the fiscal year to be profitable, and that remains the case. We have opportunities to drive growth in each of our business
segments to enhance gross margins based on mix and new product introductions, and we intend to continue to lower fixed costs to improve profitability.
One last thing. Several investors have requested we make share repurchases. We understand that request and may, from time to time, support the stock. But we also want to
ensure that we have the resources to move if the right opportunities arise. Our focus is on the long term, and we currently believe the best avenue to create long-term shareholder
value is to use our resources to acquire businesses that will improve our earnings potential and cash flow. That said, we currently have an authorization plan in place to purchase
up to nearly 1.4 million shares. And although we did not purchase stock this fiscal year, that does not mean we won't do so in the future.
I'll turn the call over to Mike now, and he'll provide additional comments with respect to our performance, balance sheet and outlook. Michael?
Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
Thanks, Pat, and my best wishes to all in 2018. Since Pat reviewed the third quarter results in detail, I'm going to focus my remarks on a few miscellaneous items related to the
Hirschman divestiture and the discontinued operations as well as our balance sheet. We're more than happy to address any questions related to the third quarter and 9-month
results when we open up the call to questions.
Let's start with the Hirschman sale. In footnote 2 of our Form 10-Q, you will find information related to the sale and what is now considered discontinued operations. You will
see information for discontinued operations for the 3-month ended November 30, 2016, and for the 9-

month period fiscal 2018 and fiscal 2017.
To summarize. We have $41.5 million in net sales related to the Hirschman business in last year's third quarter, with no sales in this year's fiscal period as the sale closed on
August 31. For the 9-month period, sales were $91.8 million compared to $124 million for fiscal 2018 and fiscal 2017 periods, respectively. The loss of discontinued operations
net of taxes for the 3-month period in fiscal 2018 was $368,000 or a loss per share of $0.02 versus income, net of taxes, of $2.2 million or income per share of $0.09.
For the 9-month period, with the gain on the sale incorporated in our income statement, income from discontinued operation was $32.3 million or $1.34 per share in the fiscal
2018 9-month period compared to income, net of taxes, of approximately $400,000 or $0.02 a share.
In Footnote 13 of the Form 10-Q, you'll find information related to income taxes for the 3- and 9-month periods. For the quarter ended November 30, 2017, VOXX generated
$6.9 million of pretax earnings from continuing operations. We had an income tax provision of $700,000 on these earnings. However, we reversed an uncertain tax position of
$1.3 million in connection with the lapse of the statute of limitations related to the 2/28/14 tax year. As a result, we had an income tax benefit of $0.06 -- of $600,000, which was
an 8.23% effective tax rate for the quarter.
As for our balance sheet, we ended the quarter with $37.5 million in cash compared to approximately $1 million as of February 28, 2017. There was nothing outstanding on our
domestic credit facility as we used the proceeds from the Hirschman sales to pay down the line, whereas the amount outstanding on the facility as of February 28 was $92.8
million.
Our total debt, which is inclusive of all mortgages, stood at $19.1 million as of November 30 compared to $110.4 million as of February 28, an improvement of $91.3 million.
Long-term debt of $11.4 million improved by $89.8 million, and total long-term debt, net of debt issuance cost of $8.6 million, improved by $89.2 million. You can find more
information in Footnote 15 of our Form 10-Q.
You will note in Footnote 20 of the Form 10-Q, information related to our majority interest in EyeLock LLC. The net loss for EyeLock during the 3 months period ended
November 30, 2017, was $3.9 million compared to a net loss of $4.8 million in last year's third quarter. The improvement was driven by actions we took throughout the quarter to
lower fixed expenses, primarily in SG&A. The reduction in engineering and tech support was mostly due to the fact that many of our past investments were for products that are
now commercially viable.
Lastly, in Footnote 21, you will find a breakdown of our segment reporting. You'll see our Automotive and Premium Audio segments were profitable during fiscal 2018 third
quarter. And while we generated a pretax loss of $2 million in our Consumer Accessories segment, the losses have been reduced significantly year-over-year.
To reiterate Pat's comments, our balance sheet remains strong, and in addition to our cash position, we have access to capital through our senior secured credit facility with
committed availability up to $140 million, which can be increased at our option up to a maximum of $175 million.
I'll turn the call back to Pat. Pat?

Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Okay, Mike, well, thank you. And at this time, we'll open the call up for questions. Operator?

QUESTIONS AND ANSWERS
Operator
(Operator Instructions) And our first question comes from James Medvedeff of Cowen.
James David Medvedeff - Cowen and Company, LLC, Research Division - Associate
So I have a couple of questions. Could you just run through that tax situation again? The tax...
Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
Go ahead. Ask your question. Go ahead. On the taxes?
James David Medvedeff - Cowen and Company, LLC, Research Division - Associate
Yes, please.

Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
If you look at the tax, we had a tax benefit for the quarter, which was primarily the results of a release of an uncertain tax position that we took back in 2000, 2/28, the statute of
limitations ran out and we brought the tax benefit across -- into the financial statement.
James David Medvedeff - Cowen and Company, LLC, Research Division - Associate
What was the tax -- I got that part that was $1.13 million. The tax on -- excluding that, what was the tax on the pretax income?
Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
It was $700,000.
James David Medvedeff - Cowen and Company, LLC, Research Division - Associate
Okay. So EVO, in the Automotive segment, how big is EVO likely to be within the segment? Is it 10% of segment sales or 50%, sort of order of magnitude?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
I would think that as the programs launch, in the different vehicles we're in, I think it would exceed 50% of our overall Automotive sales.
James David Medvedeff - Cowen and Company, LLC, Research Division - Associate
And margins on that?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Margins, depending on, obviously, the volume, because we're producing this ourselves should move higher than they are now based on the absorption within the factory and
everything else. But we expect that would be in the traditional range you've seen us in the past.
James David Medvedeff - Cowen and Company, LLC, Research Division - Associate
Okay. So you mentioned that -- I'll just ask a couple more, and then I'll get back in the queue. So expenses are a little bit lower than we have modeled, and you say they're going to
continue lower from here. Is that correct?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
As far as the quarter, we'll see -- we believe we'll see some further reductions in the fourth quarter. And then we have plans to further reduce overhead as we move into the next
year. We're laying the groundwork for some of those things now, and we'll start to see the impact into next year.
James David Medvedeff - Cowen and Company, LLC, Research Division - Associate
Okay. And my final question for now is on interest expense. I was curious to see that it was as high as $1.2 million given that all the debt was eliminated, or most of the debt was
eliminated. Why is that? And how should we think about it in the future?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Mike?
Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
Yes. Well, what you'll see is we do have -- we have a facility out and about $5 million outstanding in Germany. You'll have the debt discount. The amortization of the debt
discount will be coming through that interest line, and the last part is that we do have a (inaudible) receivable program that we deal with the banks for 2 of our largest accounts,
which we will continue to keep open, which just comes through that interest line. To look at it for -- you're asking about next fiscal year?
James David Medvedeff - Cowen and Company, LLC, Research Division - Associate
Just asking about in general if total debt is about $20 million or slightly less. It seems like, I'm not sure what your interest rate is on those mortgages, but it seems like...

Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
You'll probably see the interest come in at around from maybe probably -- what I'm trying to think about it is, like, as we're falling off of the discounts for the vendor programs
when the season's over, probably about $500,000.
James David Medvedeff - Cowen and Company, LLC, Research Division - Associate
Per quarter?
Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
Yes.
Operator
And our next question comes from Thomas Kahn of Kahn Brothers Advisors.
Thomas Graham Kahn - Kahn Brothers Advisors LLC - President, Treasurer, and Chief Compliance Officer
I have a number of questions. One is the notion of trimming businesses, which are me-too businesses, don't have any special uniqueness to them and have not generated profits in
the past. I just look at Page 49, and I see that Consumer Accessories loses money, and Automotive and Premium make money. So what are we going to trim? Are we in love with
all of our businesses, so there's nothing we can trim that represent sort of the me-too products and we don't have any competitive advantage relating to them? That's my first
question.
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
All right, Tom. Well, the first thing, as far as when you say me-too products. When we look at our Premium Audio space and the products that we're in, we're the #1 selling
premium audio brand in the market.
Thomas Graham Kahn - Kahn Brothers Advisors LLC - President, Treasurer, and Chief Compliance Officer
I'm not talking, Pat, about premium. I'm just saying, in the Consumer Accessories column, you show lots of red ink.
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Let me address that. The red ink that is shown in the consumer space is basically generated by our investment in EyeLock because EyeLock falls within our Accessories space.
Thomas Graham Kahn - Kahn Brothers Advisors LLC - President, Treasurer, and Chief Compliance Officer
Okay, that's a good answer, and that's fine. Second question. What -- have you identified, where you say you want to trim things, have you identified anything you want to trim,
which represents me-too because, obviously, EyeLock is not a me-too product. They have 100 patents or whatever they have. Have you identified any areas where we don't have a
competitive advantage, but we, really, we can hang in there, but we're not going to win?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Well, the thing is, is that any businesses that we are profitable with, we're going to maintain. And yes, we have looked at different product categories and, in fact, have exited a
number of different product categories that were not performing over the past few years. We have gone through each one of our subsidiaries. And the guys have done a good job
at bringing their overhead down. And where I'm going to be focusing a lot of my -- the energy as far as the continued reduction in overhead is in some of our shared service
expenses where we believe that there's -- we have the ability to become a little bit more efficient utilizing automation, some of the new technology that's available to us, and that
will be our primary focus for reduction in overhead as we look into next year. As well...
Thomas Graham Kahn - Kahn Brothers Advisors LLC - President, Treasurer, and Chief Compliance Officer
If you look at your various businesses, and you say, listen, we compete with ABC in these various businesses, and we have a competitive advantage or no competitive advantage,
it's just a level playing field and we're doing okay, but we're competing with bigger people one way or another. Shouldn't we look at our portfolio of businesses and figure out
how we can trim and where we can focus our energy in things where we have some advantage, whatever it is?

Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Yes, and we do that on a regular basis. As I said, there are number of categories within the different spaces. When I look within our RCA group, we're in the #1 market position
in reception products. We have the #1 market position in remotes, in universal remotes. And we are in the top 5 in a number of other categories. The ones that fall behind or our
legacy products, those are the ones that gets targeted to redirect our attention on either newer technology. And if a particular product line is not generating the profitability that we
need to sustain it, it goes. But that's an...
Thomas Graham Kahn - Kahn Brothers Advisors LLC - President, Treasurer, and Chief Compliance Officer
But even if, for example, Pat, we have a profitable product line, but it's worth more to another company than ourselves, shouldn't we be considering selling that profitable product
line to another company because they can pay more than what it's worth to us?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Yes, we've done -- and we've done that. Obviously, Hirschman was one of that -- one of those things, where we felt that, that was a very good move for the company. And yes,
as I said in my statement, not only are we looking at possible accretive acquisitions, but we will also be looking at some of the existing assets that we have to see if we can divest
and use those dollars to grow the other businesses that we have.
Thomas Graham Kahn - Kahn Brothers Advisors LLC - President, Treasurer, and Chief Compliance Officer
Okay. Two more questions. Did Hirschman come to us? Or did we initiate the sale of that?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
We initiated the sale of Hirschman.
Thomas Graham Kahn - Kahn Brothers Advisors LLC - President, Treasurer, and Chief Compliance Officer
Okay. And hopefully, you'll review your portfolio of profitable businesses and figure out which are more valuable to other people, and we'd rather have the cash. Next -- yes,
please do that because we're scattered over an awful lot of businesses even if they're profitable, it's fun to run them, but they may be more valuable to somebody else and we
should have the cash. Next one, directors. Our stock is in the toilet bowl, as I would call it, and has been for quite a while. And notwithstanding the good work that you and some
of your teams are doing, it remains in the toilet bowl. So this presents a very good opportunity for all directors to step up to the plate and buy shares. And I don't see it. And I've
only been in Wall Street for 40 years, but I will tell you, when shares are in the toilet bowl and directors don't buy, that's always a red flag on the play. I can't tell you -- I can't give
you lots of examples of it, but it's a red flag on the play. And I would say nobody should be interested in buying our stock unless some of the directors step up to the plate and
say, "Honey, you can't have a new Mercedes this year because I have to buy company stock." And I think you should seriously consider it and somebody should put their foot
down. If you don't want to buy, we will love you, get off the board, okay?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
All right, obviously, we've had some of our directors purchase shares over the past year. We encourage our directors to own stock in the company. It is not a requirement. We
bring a number of our members onboard for their expertise in different areas and things like that. Although we encourage them, most of them will enter into a 10b-5 program to
acquire, which we'll put -- put it out there for a period of time in the future. But yes, we do encourage them. And I do think, with the stock price where it is, that you'll see more
purchases by the board.
Operator
And our next question comes from Mike Hughes of SGF Capital.
Michael Hughes
I think you said once the new business wins, I think specifically GM and Ford, are ramped, the EVO product will be roughly 50% of Auto. Is that correct?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Yes.
Michael Hughes
Okay. What I guess I don't know is where is that number now? I'm trying to figure out how incremental this business is to that segment for you.

Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Well, again, the EVO business is -- it's not something that is on every vehicle, okay, in that it is not a commodity like an antenna or a windshield. It is something -- it is a dealer
option, okay? It's factory -- it's installed at the factory, but the dealer has to click the box. So for us to come with a hard-boiled number based on the number of vehicles we have,
it's a little bit difficult, especially when you look out on the launch dates, as the various times that they'll be launching. But we would expect that based on where we are this year,
we would see a doubling of the Rear Seat Entertainment sales that we currently have within the Automotive group. We do not break out specific numbers for specific product
categories. But like I said, 40% -- roughly 40% of what we'll be introducing is new business, and that's why we believe we'll see some significant growth in the OEM space.
Michael Hughes
Okay. So when you say there will be a doubling, does that mean that EVO right now is roughly 25% and it's going to 50%, is that right?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
I would think -- yes, I would think that would be a fairly accurate statement from the standpoint that our current business has been down from previous years, okay, because of
the delay in the launches, that additional validation required.
Michael Hughes
What are your thoughts on the attached rate, the dealer clicking that box now versus, let's say, 6, 7 years ago when the iPad and other technologies didn't exist? Would it be lower?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Yes, there's no question that the iPad and some of the Android products have impacted the Rear Seat Entertainment over the years. But we still find, both in the aftermarket and at
OEM, a considerable market for us. And again, as a percentage, it depends on the car, it depends on the trim level of the car. In some cases, the trim level has the Rear Seat
Entertainment system as standard. So we expect that it'll be a vibrant market for us.
Michael Hughes
Okay. Maybe it's too early to say, but how would you say the attached rate has been so far?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
As expected because it's not anything that we're being surprised by. Again, with the product being as robust as it is and the content that can come in on to the system, we expect to
see an improvement there because the product is built to be in an automotive environment. An iPad traveling down the road at 70 miles an hour may have some difficulties
maintaining the streaming and things like that, that our system would not have a problem with. So we believe better performance, more content, our relationship with Sling Media
makes our product very, very interesting in that if you have Sling Media at home, you can watch whatever you have at home, you'll be able to watch that in the car. We think those
are the things that will help drive the category, plus, obviously, the safety of having the screens fixed in the vehicle. In case of an accident, they're not missiles flying through the
car. These are the reasons why the OEMs want to maintain and believe that there's a robust market here.
Michael Hughes
Okay, makes sense. And then the quarter was good, but I thought the operating cash flow for the first 9 months is a little bit disappointing, but maybe it's muddied by the
discontinued ops. So could you just speak to the cash frame in the first 9 months of the year?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Yes. Again, it was -- we've had some lower margins that were generated by our Premium Audio group that now has been corrected. And what we saw was the softening of our,
again, our OEM business due to the delay in launches that we had anticipated earlier in the year.
Michael Hughes
Right. But I'm specifically referencing just the working capital. AR was a use of $11 million; prepaid expenses, $12 million; accounts payable and accrueds, $15 million. All of
those were a big drain on operating cash flow. Is that associated -- I would think that's not associated with the discontinued ops, but just maybe any color on that, how you see that
playing out for the current quarter?

Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
The reason you see the increase -- this Mike speaking, the increase in the cash flow is that you're looking at -- that's the largest selling season for us right now, and we're at peak
levels of receivables and inventory. As you move into the fourth quarter, you'll see the balance sheet will begin to contract, which it's actually doing right now and that cash will
spin out.
Michael Hughes
I mean, not to belabor the point, but the payables, the accounts payable and accrued expenses are a drain in the first 9 months of $15 million. And last year, they generated $15
million. So was there just an abnormal build in '16, and we're seeing that kind of reverse itself this year?
Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
I'm sorry. I really could not hear you.
Michael Hughes
The accounts payable and the accrued expenses were a drain of $15 million in the first 9 months of this year, whereas they contributed about $15 million to cash flow in the first 9
months of last year. Is that -- was there just an abnormal buildup in '16, and we're just seeing it kind of reverse out at this point? Is that how to look at that?
Charles Michael Stoehr - VOXX International Corporation - Senior VP, CFO & Director
That is correct. With the accounts payable, we did have a buildup in payables, which is...
Michael Hughes
Okay. And then the satellite radio business, I understand why that's under pressure. Would you say at this point that's declined to the point where it will stop being a drag on the
top line or not?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Yes. In our conversations with satellite radio, we believe that we're at a point with the new products that they introduce for the aftermarket and everything that they should be able
to maintain sales in, roughly, in the areas that we're in, at least that's our expectation based on our discussions with them. Again, this is a fulfillment program, so really, the sales
are driven by satellite radio, the promotions that they offer in that space at retail. And based on our discussions and what we've seen for next year, we think that it should hold the
sales.
Michael Hughes
Okay. One last one for you. You mentioned maintaining your profitable businesses, but you'd look at divesting the money losers. EyeLock is consuming a lot of cash. Would you
ever consider divesting it and then maybe -- to maintain some of the upside, put in some sort of a licensing arrangement where you'd get a royalty with the (inaudible)?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Yes. We looked at all options when it comes to EyeLock. We think that the future is bright, especially for an iris-based because of the level of security that it offers. But we would
entertain all options as it pertains to the EyeLock situation.
Michael Hughes
And you recently named a new CEO there. Was there not a CEO there? Or was that actually a replacement?
Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
No, there was a CEO. But with the business and the opportunities that are presented to us now, we're more in an operating mode than, let's say, an M&A mode or raising capital.
And we believe that the CEO that we've just announced, Jeff Carter, is more suited for us to help grow that company based on his strong technical capabilities.
Operator
(Operator Instructions)

Patrick M. Lavelle - VOXX International Corporation - President, CEO & Director
Well, if there are no more further questions, I want to thank you for joining us this morning. And again, I wish you all a very healthy and prosperous new year. Thank you.
Operator
Ladies and gentlemen, thank you for participating in today's conference. This does conclude the program, and you may all disconnect. Everyone, have a great day.

