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Item 2.02

Results of Operations and Financial Condition.

On October 10, 2018, Voxx International Corporation (the “Company”) issued a press release announcing its earnings for the
quarter ended August 31, 2018. A copy of the release is furnished herewith as Exhibit 99.1.
Item 8.01

Other Events.

On October 11, 2018, the Company held a conference call to discuss its financial results for the quarter ended August 31,
2018. 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 October 10, 2018, relating to VOXX International Corporation's earnings release for the
quarter ended August 31, 2018 (filed herewith).
Transcript of conference call held on October 11, 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: October 16, 2018
BY: /s/ Charles M. Stoehr
Charles M. Stoehr
Senior Vice President and
Chief Financial Officer

Exhibit 99.1
FOR IMMEDIATE RELEASE
VOXX INTERNATIONAL CORPORATION REPORTS ITS FISCAL 2019 SECOND QUARTER FINANCIAL RESULTS
•
•
•

•

Fiscal 2019 second quarter net sales declined by 4.1%; gross profit margins improved by 350 basis points; and total operating
expenses, excluding non-cash impairment charges declined by 15.4%;
In the Fiscal 2019 second quarter, the Company recorded non-cash impairment charges related to trademarks ($9.8 million) and
Venezuela properties ($3.5 million), totaling $13.3 million;
The Company reported a loss from continuing operations before income taxes of $(14.2) million; excluding all non-cash
impairment charges, the Company would have incurred a loss from continuing operations before income taxes of $(0.9) million
as compared to $(16.4) million in the comparable prior year period;
Taking into account factors impacting results in both the Fiscal 2019 and Fiscal 2018 second quarters, Adjusted EBITDA was
$4.3 million in the Fiscal 2019 second quarter as compared to an Adjusted EBITDA loss of $(1.4) million in the comparable
year-ago period.

ORLANDO, Fla., October 10, 2018 - VOXX International Corporation (NASDAQ: VOXX), a leading manufacturer and distributor of
automotive and consumer technologies for global markets, today announced its financial results for its Fiscal 2019 second quarter and
six-months ended August 31, 2018.
Pat Lavelle, President and CEO of VOXX International Corporation stated, “Automotive segment sales increased over 22% as newer
OEM programs positively contributed to results. Premium Audio segment sales, while down slightly, were in line with our plan and
gross margins came in 410 basis points higher year-over-year. A continued sales decline in Consumer Accessories this quarter caused
us to take aggressive action to alter the segment’s course. We are consolidating our Oehlbach and Schwaiger operations, both located in
Germany, into one company. Further, following quarter end, we started a sale process, which includes retaining an M&A advisor to
market this company, with a goal of identifying a potential buyer by fiscal year-end. We have also begun the restructuring of our
domestic retail accessory group, focusing on higher volume and higher margin product lines.”
Lavelle continued, “It is also our intent to bring our Magnat, Heco and Mac Audio brands under the Klipsch umbrella in the first half of
Fiscal 2020, which will enable us to lower fixed costs, advance R&D and improve our market position. Overall, with the momentum in
Automotive, better performance in Premium Audio, and the steps we are taking to improve our Consumer Accessories segment, we
expect to be profitable in the second half of our fiscal year, with additional savings to materialize as we realign and strengthen our
foundation with the long-term in mind.”
Fiscal 2019 and Fiscal 2018 Second Quarter Results Comparisons
Net sales for the Fiscal 2019 second quarter ended August 31, 2018 were $108.9 million as compared to net sales of $113.5 million in
the comparable year-ago period, a decline of $4.6 million or 4.1%.
•

Fiscal 2019 second quarter Automotive segment sales were $40.0 million as compared to $32.7 million for the comparable
Fiscal 2018 second quarter, an increase of $7.3 million or 22.4%. The year-over-year increase was driven by new rear-seat
infotainment programs with General Motors and Ford Motor Company, as well as additional vehicles added to the Company’s
remote start program with Subaru. Offsetting OEM growth were declines in the Company’s aftermarket business.
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• Fiscal 2019 second quarter Premium Audio segment sales were $39.7 million as compared to $39.9 million for the comparable
Fiscal 2018 second quarter, a decrease of $0.3 million or 0.7%. Fiscal 2019 second

•

quarter sales were positively impacted by higher sales of Klipsch Reference Series products, offset by modest sales declines in
the German market.
Fiscal 2019 second quarter Consumer Accessories segment sales were $28.9 million as compared to $40.6 million in the
comparable Fiscal 2018 second quarter, a decrease of $11.7 million or 28.9%. Lower year-over-year sales were due to a
number of factors, including lower volume of wireless and Bluetooth speakers and reception products, as well as higher load-in
sales of the Striiv activity tracking bands in last year’s Fiscal second quarter. Offsetting these declines were higher sales of
Project Nursery products and our new Singsation line, based on expanded distribution. As noted on last quarter’s conference
call, a new distribution program in support of UnitedHealthcare’s Motion program is anticipated to positively contribute to net
sales in the second half of Fiscal 2019.

The gross margin for the Fiscal 2019 second quarter came in at 28.5% as compared to 25.0% for the same period last year, a year-overyear increase of 350 basis points compared to the Fiscal 2018 second quarter and a sequential improvement of 110 basis points.
Driving the improvement were higher gross margins in the Premium Audio segment, a direct result of the Company’s strategy to limit
distribution and protect gross margins, as well as higher gross margins in the Consumer Accessories segment based on product mix. For
the comparable second quarter periods, Automotive segment gross margins were 25.2% as compared to 25.7%; Premium Audio
segment gross margins were 35.2% as compared to 31.1%; and Consumer Accessories segment gross margins were 23.2% as
compared to 18.6%.
Total operating expenses for the Fiscal 2019 second quarter were $42.5 million as compared to $38.7 million in the Fiscal 2018 second
quarter, an increase of $3.9 million or 10.0%. However, the Fiscal 2019 second quarter included non-cash intangible asset impairment
charges of $9.8 million, primarily related to assets acquired as part of the Company’s acquisitions of Thomson’s Consumer Electronics
Accessory and Audio Video businesses in 2007. Excluding the non-cash charges, total operating expenses declined by $6.0 million or
15.4% when comparing the Fiscal 2019 and Fiscal 2018 second quarter periods. The year-over-year improvements were driven by the
Company’s continued focus on cost controls and streamlining operations.
Total other expenses were $(2.7) million in the Fiscal 2019 second quarter compared to $(6.1) million in the comparable year-ago
period. The Fiscal 2019 second quarter included interest and bank charges of $(1.1) million, equity in income of equity investees of
$1.6 million and an impairment of Venezuela investment properties of approximately $(3.5) million. This compares to interest and bank
charges of $(1.8) million, equity in income of equity investees of $1.9 million, an investment gain related to the sale of RxNetworks to
a third-party of $1.4 million, and foreign currency losses of $(7.4) million, which includes losses on forward contracts incurred in
conjunction with the sale of Hirschmann in August 2017.
The Company reported a net loss from continuing operations of $(22.5) million in the Fiscal 2019 second quarter as compared to a net
loss of $(19.8) million in the comparable year-ago period. The Fiscal 2019 second quarter includes non-cash asset impairment charges
of $9.8 million and $3.5 million related to tradenames and Venezuela investment properties, respectively. As such, the year-over-year
operational improvements were substantial, and the Company would have reported a modest operating loss, given the improvement in
gross profit margins and significantly lower total operating expenses. Additionally, the Company recorded an income tax from
continuing operations of $8.3 million as compared to $3.5 million in the comparable year-ago period. Further, the Fiscal 2018 second
quarter included net income from discontinued operations, net of tax of $34.9 million related to the sale of Hirschmann.
As a result of the non-cash impairment charges in the Fiscal 2019 second quarter and net income from discontinued operations in the
Fiscal 2018 second quarter, the Company reported a net loss attributable to VOXX International Corporation of $(20.8) million as
compared to net income attributable to VOXX International Corporation of $17.1 million for the Fiscal 2019 and Fiscal 2018 second
quarters, respectively.
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On a per share basis, the Company reported a basic and diluted loss from continuing operations of $(0.85) and $(0.74) for the Fiscal
2019 and Fiscal 2018 second quarters, respectively, as well as income per basic and diluted share of $1.45 from discontinued
operations in the Fiscal 2018 second quarter. This resulted in a loss per basic and diluted share attributable to VOXX International
Corporation of $(0.85) in the Fiscal 2019 second quarter compared to income per basic and diluted share attributable to VOXX
International Corporation of $0.71 in the comparable year-ago period.
The Company reported earnings before interest, taxes, depreciation and amortization ("EBITDA") of $(9.1) million and $29.4 million
for the Fiscal 2019 and Fiscal 2018 second quarters, respectively. Adjusted EBITDA for the Fiscal 2019 second quarter was $4.3
million as compared to an Adjusted EBITDA loss of $(1.4) million in the comparable year-ago period.
Discontinued Operations
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 €148.5 million. 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 as such during the three and six-months ended August 31, 2018 and 2017.
Balance Sheet Update
As of August 31, 2018, the Company had cash and cash equivalents of $44.2 million as compared to cash and cash equivalents of
$51.7 million as of February 28, 2018. Total debt as of August 31, 2018 was $18.4 million, as compared to total debt of $18.9 million
reported as of February 28, 2018. Total long-term debt, net of debt issuance costs as of August 31, 2018 was $8.0 million as compared
to $8.5 million as of February 28, 2018. Further details can be found in Footnote 16 of the Company's Form 10-Q on file with the
Securities and Exchange Commission.
Conference Call and Webcast Information
The Company will be hosting its conference call and webcast on Thursday, October 11, 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 (tollfree: 877-303-9079; international: 970-315-0461 / conference ID: 8452229). A replay will also be available on the Company’s website
approximately one hour after completion of the call.
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, impairment charges, gains on the sale of discontinued operations, losses on certain forward contracts, and
investment gains. Depreciation, amortization, stock- based compensation and asset impairment charges 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 EBITDA 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
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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, 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 and
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
VOXX Automotive, 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, 2018.
Company Contact:
Glenn Wiener, President
GW Communications
Tel: 212-786-6011
Email: gwiener@GWCco.com

VOXX International Corporation and Subsidiaries
Consolidated Balance Sheets
(In thousands, except share and per share data)

August 31, 2018

February 28, 2018

(unaudited)

Assets
Current assets:
Cash and cash equivalents

$

Accounts receivable, net
Inventory, net
Receivables from vendors
Prepaid expenses and other current assets
Income tax receivable
Total current assets
Investment securities

44,191

$

51,740

70,600

81,116

124,415

117,992

353

493

30,041

14,007

650

511

270,250

265,859

3,649

4,167

Equity investment

22,049

21,857

Property, plant and equipment, net

59,467

65,259

Goodwill

54,785

54,785

136,839

150,320

Intangible assets, net
Deferred income tax assets
Other assets
Total assets

24

24

3,165

13,373

$

550,228

$

575,644

$

38,657

$

34,700

Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities

30,318

Income taxes payable
Accrued sales incentives
Current portion of long-term debt
Total current liabilities
Long-term debt, net of debt issuance costs

36,350

1,718

2,587

12,628

14,020

8,153

7,730

91,474

95,387

7,974

8,476

Capital lease obligation

742

699

Deferred compensation

2,986

3,369

Deferred income tax liabilities

18,380

12,217

Other tax liabilities

1,887

2,191

Other long-term liabilities

3,018

3,187

126,461

125,526

—

—

242

256

Total liabilities
Commitments and contingencies
Stockholders' equity:
Preferred stock:
No shares issued or outstanding (see Note 20)
Common stock:
Class A, $.01 par value, 60,000,000 shares authorized, 24,106,194 shares issued and 21,938,100 shares
outstanding at both August 31, 2018 and February 28, 2018
Class B Convertible, $.01 par value, 10,000,000 shares authorized, 2,260,954 shares issued and outstanding
at both August 31, 2018 and February 28, 2018

22

22

Paid-in capital

296,629

296,395

Retained earnings

172,931

194,673

Accumulated other comprehensive loss

(15,739)

(14,222)

Treasury stock, at cost, 2,168,094 shares of Class A Common Stock at both August 31, 2018 and February
28, 2018

(21,176)

(21,176)

Total VOXX International Corporation stockholders' equity

432,909

455,948

Non-controlling interest

(9,142)

Total stockholders' equity
Total liabilities and stockholders' equity

(5,830)

423,767
$

550,228

450,118
$

575,644

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

Six Months Ended

August 31,
2018
Net sales

$

August 31,
2017

108,867

$

2018

113,470

$

2017

209,722

$

228,293

Cost of sales

77,804

85,049

150,982

169,728

Gross profit

31,063

28,421

58,740

58,565

Operating expenses:
Selling

9,604

10,652

20,298

23,061

17,038

20,640

33,150

40,837

Engineering and technical support

6,070

7,383

11,981

14,037

Intangible asset impairment charges

9,814

0

9,814

0

42,526

38,675

75,243

77,935

(11,463)

(10,254)

(16,503)

(19,370)

(1,117)

(1,843)

(2,217)

(3,635)

1,637

1,927

3,451

3,730

—

1,416

—

1,416

General and administrative

Total operating expenses
Operating loss
Other (expense) income:
Interest and bank charges
Equity in income of equity investee
Investment gain
Impairment of Venezuela investment properties

(3,473)

Other, net

252

Total other expense, net
Loss from continuing operations before income taxes
Income tax expense (benefit) from continuing operations
Net loss from continuing operations
Net income from discontinued operations, net of tax
Less: net loss attributable to non-controlling interest
$

(3,473)

(7,629)

—

913

(8,636)

(2,701)

(6,129)

(1,326)

(7,125)

(14,164)

(16,383)

(17,829)

(26,495)

8,338

3,465

7,225

(3,963)

(22,502)

(19,848)

(25,054)

(22,532)

—

Net (loss) income
Net (loss) income attributable to VOXX International Corporation

—

34,931

—

(22,502)

15,083

(25,054)

(1,699)

(2,023)

(3,312)

(20,803)

$

17,106

$

(21,742)

32,710
10,178
(3,898)
$

14,076

Other comprehensive income (loss):
Foreign currency translation adjustments

(50)

Derivatives designated for hedging

20,480

50

Pension plan adjustments
Unrealized holding gain on available-for-sale investment securities, net of tax
Other comprehensive income (loss), net of tax

(1,186)
1,690

1,810

37

—

81

24

1

22,237

(20,802)

$

Continuing operations

$

(0.85)

$

Discontinued operations

$

Attributable to VOXX International Corporation

$

(0.85)

Continuing operations

$

(0.85)

Discontinued operations

$

Attributable to VOXX International Corporation

$

39,343

27,839

492

1

$

Comprehensive (loss) income attributable to VOXX International Corporation

(2,070)

(134)

77

(1,517)

28,420

$

(23,259)

$

42,496

(0.74)

$

(0.89)

$

(0.77)

$

1.45

$

$

1.35

$

0.71

$

(0.89)

$

0.58

$

(0.74)

$

(0.89)

$

(0.77)

$

1.45

$

$

1.35

$

0.71

$

$

0.58

(Loss) income per share - basic:

—

—

(Loss) income per share - diluted:

—
(0.85)

—
(0.89)

Weighted-average common shares outstanding (basic)

24,355,791

24,160,680

24,355,791

24,160,502

Weighted-average common shares outstanding (diluted)

24,355,791

24,160,680

24,355,791

24,160,502

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
August 31,
2018
Net (loss) income attributable to VOXX International
Corporation
Adjustments:
Interest expense and bank charges (1)
Depreciation and amortization (1)
Income tax expense

$

EBITDA
Stock-based compensation
Intangible asset impairment charges
Impairment of Venezuela investment properties
Gain on sale of discontinued operation
Loss on forward contracts attributable to sale of business
Investment gain
Adjusted EBITDA
Diluted (loss) income per common share attributable to VOXX
International Corporation
Diluted Adjusted EBITDA per common share attributable to
VOXX International Corporation

(20,803)

Six Months Ended
August 31,

2017
$

17,106

2018
$

(21,742)

2017
$

14,076

735
2,652
8,338

1,730
4,340
6,207

1,482
5,306
7,225

3,406
8,477
2,144

(9,078)
127
9,814
3,473
—
—
—

29,383
157
0
0
(36,118)
6,618
(1,416)

(7,729)
234
9,814
3,473
—
—
—

28,103
299
0
0
(36,118)
6,618
(1,416)

$

4,336

$

(1,376)

$

5,792

$

(2,514)

$

(0.85)

$

0.71

$

(0.89)

$

0.58

$

0.18

$

(0.06)

$

0.24

$

(0.1)

(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 (loss) income from both continuing and discontinued
operations for all periods presented, as the Company sold its Hirschmann subsidiary on August 31, 2017.
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Jim Medvedeff Cowen and Company - Analyst
Brad Leonard BML Capital Management, LLC - Analyst
Mike Hughes SGF Capital Management, LP - Analyst
Thomas Kahn Kahn Brothers & Company, Inc. - Analyst

PRESENTATION
Operator
Good day, ladies and gentlemen, and welcome to the VOXX fiscal 2019 second-quarter results conference call. (Operator Instructions)
As a reminder, today's conference is being recorded.
I would now like to introduce your host for today's conference call, Mr. Glenn Wiener. You may begin, sir.
Glenn Wiener VOXX International Corporation - IR, GW Communications, LLC
Thank you, Kevin. Good morning and welcome to VOXX International's fiscal 2019 second-quarter results conference call. Our call
today is being webcast live on our website, www.voxxintl.com, and a replay is available for those who are unable 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 will have a Q&A session for those investors wishing to ask any
questions. John Shalam, Chairman of the Board, is also with us today and will be available during the Q&A portion of the call.
I would like to remind everyone that except for historical information contained herein, statements made on today's call and webcast
that would constitute forward-looking 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, 2018.
At this time, I would like to turn the call over to Pat Lavelle. Pat?
Pat Lavelle VOXX International Corporation - President and CEO
Thank you, Glenn, and good morning, everyone. Q2 was impacted by aggressive actions taken to realign our consumer accessories
segment both domestically and abroad as well as our international premium audio operations. These actions resulted in higher losses for
the quarter, but when you back out the non-cash impairment charges, you will see that overall, our operations performed significantly
better in this fiscal year's second quarter than in last year's.
Our automotive segment is growing and profitable, premium audio sales came in where projected, and our margins improved over 400
basis points. And pre-tax profitability increased over $2 million. Everything that we are doing is about improving our business for the
long term and driving profitability.
First, automotive. Net sales of $40 million were up 22.4% when comparing the fiscal second quarters. As the OEM rear seat
infotainment programs we announced in prior quarters with GM, Ford, Nissan, and Mazda are in full swing and the OEM remote start
program at Subaru is performing very well.
Year-over-year second-quarter sales in our OEM business increased 55%, with OEM rear seat infotainment sales up 75% and OEM
remote start sales up over 28%. Our aftermarket automotive business declined less than $1 million.
Year to date, total automotive net sales are up 14.3%. And this momentum should continue into our third fiscal quarter and will likely
slow a bit in the fourth quarter, but for the year, automotive is expected to be up with OEM driving results.
The segment is anticipated to be more profitable, despite possible higher component costs. But we are looking at every possible way to
reduce expenses where possible, managing supply chain costs with key vendors and implementing lean manufacturing across our
operations. These are just some of the things we are working on to ensure our margins remain strong and pricing remains in line with
market.
We are also in discussions with other OEMs beyond the ones I've discussed about EVO, as it is a highly differentiated solution from
what is currently in market and gives us a competitive edge. We are developing other solutions, both for OEs and for the aftermarket,
which gives us confidence in our ability to drive value over the next several years.
Next is premium audio. Sales were essentially flat in the second quarter and down a little over 7% year to date. As I mentioned on our
year-end call, we limited distribution to improve gross margins and profitability for ourselves and also for our customers.
2Q gross margins were up 410 basis points and year-to-date gross margins are up 560 basis points. And consistent with our statements
to lower overhead, total operating expenses within premium audio year to date are down over 16%.
The real story is profitability. Pre-tax income improved $2.3 million when comparing the fiscal second quarters and improved by $7.8
million for the 6-month period. The outlook is good.
We will also be allocating more dollars in support of newer products in the second half of the year. And expect tariff-related expenses
may lower GP somewhat, but margins should remain strong and the segment will remain profitable, with year-over-year operating
profits anticipated to be up over 50%.

We are offsetting some of the higher costs by gaining efficiencies and managing inventory storage and freight and we continue to look
for other ways to lower fixed expenses. In line with this strategy, we will be realigning our international premium audio operations by
combining Magnat, Mac Audio, and Heco under the Klipsch group umbrella, thus operating as one team in Europe, which will lower
fixed cost, advance R&D, and improve our market position.
In 2Q, we saw the successful launch of our new Reference and Reference premier speakers and subwoofers, products that are at the
heart and soul of the Klipsch brand. We launched new Heritage soundbars to increase our footprint in the custom installation market.
And [Yamal] continues to gain traction and recognition, as our Yamal studio series was awarded the international EISA award as the
best buy home theater speaker system for 2018 and 2019.
Last month we launched our new R5 wireless headphone, expanding upon our high-quality Bluetooth headphone offerings. And this
fall, Klipsch will ship its first Google Voice assistant product, the 3-GVA. These are just some of the few highlights and we can
certainly discuss more during Q&A.
As for consumer accessories, and as I noted in my opening remarks and on my last call, we are taking actions to monetize certain assets
and restructure others within this segment to improve profitability. We recently combined our two German accessory groups into one
company operating out of the Schwaiger facility in Germany. We have started a sales process with a goal to evaluate moving forward
with the transaction by fiscal year-end.
Additionally, we have begun the restructuring of our domestic retail accessory group, focusing on products that our retail partners move
and consumers are purchasing in higher volume. And of course, categories that are profitable.
We are focusing resources on smart home and security, where we have a very strong and diverse distribution and a host of new
products coming to market. Reception, where we have leading market share, strong brand recognition, and technical innovation.
The Project Nursery market for infants and toddlers, where we are expanding both distribution and shelf space. In 2Q, we added Best
Buy to our lineup and just introduced a WiFi monitor that is compatible with Google Home and Amazon Alexa. And karaoke, where
our Singsation line has been met with great reception for this holiday season, and we expect to sell out all inventory brought in for the
holidays.
For the nonretail product lines within our accessory group, within the healthcare space, our wearable program for UnitedHealthcare's
motion program kicked off the renewal season with wearable devices from Apple, Samsung, Garmin, and Strive. And we have recently
engaged with a leading medical device manufacturer to provide Apple smart watches for their wearable program, as well as a Samsung
wearable for Reemo Health, whose program targets senior health, well being, and safety. We expect these programs to positively impact
our overall performance within this segment.
And with EyeLock, where we have already realigned to bring EyeLock from the R&D stage to a commercial entity while reducing our
cash burn, with operating expenses down approximately $2 million for the 6-month comparison.
You saw announcements regarding our partnership with ViaTouch and the commercial launch of the VICKI artificial intelligent
vending machine. We are now delivering the first set of units with more on the way and expect the first order wave to result in
$500,000 in revenue and significantly more volume slated for next year.
We will also be debuting EyeLock's technology on slot machines in partnership with IGT at the G2E Global Gaming Expo this week.
This is something we have been working on for a number of months, and next steps will be determined by initial market reaction at the
show.
We continue to work with companies in the defense, technology, healthcare, automotive, and financial services industries as well as
with the US and other international governments. There is a lot of momentum. I cannot provide

the details on these just yet, but progress is being made, and we expect EyeLock to begin generating more revenue and income this
year, building into fiscal 2020.
Staying in consumer accessories, there were expenses in 2Q related to our restructuring and a potential sale process. Due to these
restructuring plans, we also took a non-cash impairment charge on assets from our 2008 acquisition of Thomson's AV consumer
business.
By restructuring in this manner, we will free up cash resources to focus on products and categories where we believe we have
competitive advantages, opportunities for expansion, and of course, technology innovation, as we have with EyeLock. In summary,
VOXX continues to transition. And we are making the necessary moves to strengthen our foundation, generate more profitable sales,
and improve the overall financial profile of VOXX.
In the second half of the year, we will show some lower sales compared to last year due to what I have just discussed. But gross
margins will improve, operating expenses will decline, and our business, excluding impairment charges, should be profitable this year.
With the changes underway, next year's profitability should be even greater and more consistent. And we remain focused on exploring
other avenues, including divestitures and certain acquisitions.
I will turn the call over to Mike now for a brief review of the financials and balance sheet and then we will open it for questions.
Michael?
Michael Stoehr VOXX International Corporation - SVP and CFO
Thanks, Pat. Good morning, everyone. First I will cover the non-cash impairment charges. During the fiscal 2019 second quarter, as Pat
mentioned, we reevaluated certain areas of our accessory business and [projections] and recorded a $9.8 million impairment, which was
recorded in total operating expenses.
Excluding the impairment, total operating expenses for the comparable second quarters declined by $6 million or 15.4% versus last
year, reflecting the continuing emphasis on our expense management. Without the impairment, our operating loss was $1.7 million
versus an operating loss of $10.3 million in last year's second quarter, an improvement of $8.6 million. Our total operating loss
including the impairment was $11.5 million.
Other income and expenses. As a result of the economic deterioration in Venezuela, the currency devaluation, and the ongoing political
climate, it was determined that a non-cash impairment on our rental properties was needed of approximately $3.5 million.
It has no impact on our cash. We still own the investment properties and they are generating some rental income. We do expect at some
point in the future an improvement in these assets.
Our interest and bank charges declined by approximately $700,000, as we have no outstanding balances on our domestic credit facility.
Please keep in mind: interest and bank charges consist principally of mortgage interest, interest on the euro asset-based loan, factoring
charges, credit card charges, bank fees, and amortization of debt issuing charges.
For the three and six months ended August 31, 2018, the Company recorded an income tax provision of $8.3 million and $7.2 million,
a negative effective tax rate of 58.9% and 40.5%. The Company recorded an income tax provision even though the Company reported
a pre-tax loss from operations.
This income tax provision does not represent cash tax liability. Pursuant to accounting literature, the tax provision was due to the use of
an estimated annual effective tax rate of negative 52.7% for fiscal 2019 being applied to our year-to-date pre-tax loss.
The calculation of the estimated annual effective tax rate is based on our annual pre-tax income forecast, which includes profitable
jurisdictions anticipating an income tax provision and loss jurisdictions for which a limited tax

benefit can be recognized. The mix of jurisdictions produces a negative effective tax rate, which results in an income tax provision
when applied to the pre-tax losses for the third and six months ended August 31, 2018. If the annual pre-tax income is achieved for the
remainder of the fiscal year, the Company anticipates recognizing an income tax benefit in the third and fourth quarters of fiscal 2019.
There is a lot of activity going on in our financial statements as we move our plans forward. Excluding the impairment charges and
write-down of the Venezuela assets, the Company had a pre-tax loss of $877,000 versus a pre-tax loss of $9.8 million in last year's
second quarter after adjusting for the FX losses related to the Hirschmann transaction.
In total, we had $21.6 million of non-cash charges in our business: $13.3 million in impairments and $8.6 million in tax provisions,
which clouds the underlying and positive changes of the Company.
We reported adjusted EBITDA of $4.3 million in fiscal 2019's second quarter, an improvement of $5.7 million. And for the 6-month
period, adjusted EBITDA was $5.8 million, an improvement of $8.3 million.
Our balance sheet remains strong, and as of August 31, we had $44.2 billion in cash and cash equivalents, nothing outstanding on our
domestic credit facility, and total debt of $18.4 million, of which $11.7 million is mortgages outstanding on properties in the US and
Germany and $6.6 million in euro asset-based loans used by our German operations.
This concludes our prepared remarks and we are now ready to open the call for questions.
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QUESTIONS AND ANSWERS
Operator
(Operator Instructions) Jim Medvedeff, Cowen and Company.
Jim Medvedeff Cowen and Company - Analyst
Good morning, guys. Congratulations on the expense controls. It's impressive.
Pat Lavelle VOXX International Corporation - President and CEO
Thank you very much.
Jim Medvedeff Cowen and Company - Analyst
So I'm just going to ask a couple questions here, if it's okay. Are you able to provide any -- on the Oehlbach and Schwaiger, the
combined company, the German operations, can you give a sense of sort of what the size of revenue is and the margin that comes out
of those businesses?
Pat Lavelle VOXX International Corporation - President and CEO
Yes, that business is running approximately somewhere around $30 million with a $3 million EBITDA.
Jim Medvedeff Cowen and Company - Analyst
$3 million EBITDA. Okay, good. Thank you. And the Venezuelan rental properties, are they now completely written down to zero?
Pat Lavelle VOXX International Corporation - President and CEO

Yes, they are. Even though we do get -- they are all rented, the buildings that we have there. We get little income out of them, but they
will be written down with this impairment.
Jim Medvedeff Cowen and Company - Analyst
Okay, thanks. And I'll just go with one more, if that's okay, and then I will get back in the queue. Well, I guess I'll have to follow up
with you later on this tax situation, but are you still modeling 32% for the full year?
Michael Stoehr VOXX International Corporation - SVP and CFO
This is Mike speaking. As I have said in my remarks, the full year unfortunately is -- at this point, the annual effective tax rate is
negative 52%. Mathematically, that's the way it is working out: two negatives are creating a positive.
Jim Medvedeff Cowen and Company - Analyst
And that's due to jurisdictional things, where -Michael Stoehr VOXX International Corporation - SVP and CFO
Yes, and the impairment charges that we've taken.
Jim Medvedeff Cowen and Company - Analyst
Right, understood. Okay, thank you. That will do it for me for now. Thanks.
Michael Stoehr VOXX International Corporation - SVP and CFO
Just one point to make out. We still have approximately $43 million of NOLs and tax credits, so that we will not be paying any tax
credits in the United States -- tax in the US.
Jim Medvedeff Cowen and Company - Analyst
Okay, that's helpful. Thank you.
Operator
Brad Leonard, BML Capital Management.
Brad Leonard BML Capital Management, LLC - Analyst
Hi, thanks for taking my question. Did you say that you expect to be profitable in the second half of the year, excluding charges? Or for
the full year?
Pat Lavelle VOXX International Corporation - President and CEO
For the full year.
Brad Leonard BML Capital Management, LLC - Analyst
For the full year. Okay. On the 360Fly that you guys have, you guys have a note receivable from them that's moved into current assets.
What is the -- I mean, is that business profitable? Do they have -- or do you expect to be paid on that this year?
Pat Lavelle VOXX International Corporation - President and CEO
That business, right now they have a number of potential customers that they are doing business -- they have a number of customers
they are doing business with right now on the different 360 cameras, whether they are DVRs

or body cams, primarily for the public safety sector. They have just completed testing of a threat assessment system that is being
evaluated right now by one of the largest security companies.
And our position there is is that although -- and we're one of the senior secured creditors. And if at any point in time we feel that it's to
our advantage to convert, because it's all convertible debt, and convert our debt into equity and own the Company, we would consider
to do so. And that all depends upon how well they do with the potential new business that should be coming their way
Brad Leonard BML Capital Management, LLC - Analyst
How much of the company would you own if you converted it?
Pat Lavelle VOXX International Corporation - President and CEO
I don't have the exact number, but it would be substantial. We would definitely have controlling interest.
Brad Leonard BML Capital Management, LLC - Analyst
Okay. And currently we have no equity ownership?
Pat Lavelle VOXX International Corporation - President and CEO
None.
Brad Leonard BML Capital Management, LLC - Analyst
Okay. All right. So the divestitures -- you talked about that. $30 million in revenue, $3 million in EBITDA. What about EyeLock? If
you converted your loan on EyeLock, how much additional equity would you own of EyeLock?
Pat Lavelle VOXX International Corporation - President and CEO
We'd probably come up into the high 70s, somewhere around there. Yes. As our ownership position.
Brad Leonard BML Capital Management, LLC - Analyst
So this loan is due in April of 2019, I think, on EyeLock.
Pat Lavelle VOXX International Corporation - President and CEO
Yes.
Brad Leonard BML Capital Management, LLC - Analyst
So you could either extend it, change the terms, could demand a payment of 1.5 times the loan amount? Is that correct?
Pat Lavelle VOXX International Corporation - President and CEO
Yes.
Brad Leonard BML Capital Management, LLC - Analyst
But they would have to do a sale transaction to pay you in that.
Pat Lavelle VOXX International Corporation - President and CEO
Yes, if the company was sold, we would get a multiple of 1.5 times the debt. So it's favorable no matter how we look at it. If we decide
that the new business that is -- that we expect that they will generate, we can decide to

convert into equity, take a bigger share of the company. Or if the company was sold, we will do very well with the multiple on the debt.
Brad Leonard BML Capital Management, LLC - Analyst
Okay. On the last call, you mentioned that you had won some new -- you had some new business that you expected to come in the next
12 to 15 months. And I am assuming that you ran through some of those on today's call. What is the partnership on the slot machines?
Can you explain that a little bit more?
Pat Lavelle VOXX International Corporation - President and CEO
IGT is one of the largest slot machine manufacturers in the world. And at the show, which is going on right now, they have -- they are
demonstrating a bank of four machines whereby the iris technology is used in those machines to authenticate and identify the player.
Brad Leonard BML Capital Management, LLC - Analyst
Okay. So you don't -- you wouldn't need to -- I am not a slot player. This would save you from -Pat Lavelle VOXX International Corporation - President and CEO
Neither am I. Apparently, it eliminates cards and things like that that they use now.
Brad Leonard BML Capital Management, LLC - Analyst
Okay. That's interesting. And you mentioned that you expect $500,000 in revenue from the vending machines?
Pat Lavelle VOXX International Corporation - President and CEO
The vending machine company is just getting started; they are just starting to deliver. And we would expect $500,000 in revenue this
year and that ramping up, based on their projections to us as to the number of machines that they have orders for and plan to sell next
year, to be a very significant number for EyeLock.
Brad Leonard BML Capital Management, LLC - Analyst
Okay. And then could you just run by some of those other -- you mentioned a few other things for the EyeLock that you didn't go into
detail. But besides the IGT -Pat Lavelle VOXX International Corporation - President and CEO
We just supplied a number of our [H voxx] machines, which has a very high throughput count to one of the government agencies. And
that contract will be filled in the third quarter.There are companies in the healthcare space, pharmaceutical companies, that are looking
and evaluating our technology.
There are companies in the automotive space that are evaluating our technology. And then there is also banking. We have Stanley and
Tyco as some of our largest security partners.
And the interest in iris we believe is growing as the shortfalls of facial start to be realized. There was an article not too long ago in the
newspaper, some of the facial systems are only picking up 85% of the time. It can be spoofed by or fooled by beards or makeup or
things like that.
And that is our confidence in iris. The iris is the most secure biometric short of DNA. And that we believe is what wins the day for our
EyeLock team because it's just as fast and is as competitive on a dollar basis as any of the other biometrics out there. And I think when
people realize the security level, the increased security level of iris, I think that you will see more and more companies, governments
gravitating towards iris.
Brad Leonard BML Capital Management, LLC - Analyst

Okay. So you expect, based on what you are seeing, that the losses are going to be continuing to get smaller in EyeLock going
forward?

Pat Lavelle VOXX International Corporation - President and CEO
Yes. We are down -- we expect as revenue increases -- I mean, our overhead is down and our actual spend by $2 million this quarter.
We expect that to continue and then -- but also we expect to see revenue increase as we move along and as some of these programs get
implemented.
Brad Leonard BML Capital Management, LLC - Analyst
Okay. Very good. That is all I have. Thank you.
Operator
Mike Hughes, SGF Capital.
Mike Hughes SGF Capital Management, LP - AnalystGood morning. Couple of questions for you. Just starting on the consumer side,
if we exclude the EyeLock losses for the last two quarters, it looks like the EBITDA is a negative $2 million per quarter the last 2
quarters. And you are indicating you are selling or potentially selling the business in Europe that is profitable. So from an EBITDA
perspective, will the consumer business turn even more negative -Pat Lavelle VOXX International Corporation - President and CEO
No, the changes we are making -- first off, the EBITDA has improved in our European operation because of the consolidation of the
two entities. Oehlbach was operating in Pulheim, Germany and Schwaiger is a standalone operation further south in Germany. We are
combining the two. There's a tremendous amount of synergies in that combination and that is adding to the profitability of the European
accessory group.
The other expenses that we have had over the past few quarters within the accessory group domestically has been the buildup of our
program for the healthcare industry. We expect that business to start to generate in the next few quarters based on the activity that is
going on, the decisions that are being made, and the launches that are planned.
And then finally, with the changes that we are making domestically to our operation, we expect that the domestic accessory operation,
based on a reduction in overhead and elimination of some categories and SKUs through a SKU rationalization program on products,
categories that are reaching end of life, that we will be able to generate profitability within our domestic consumer accessory group.
Mike Hughes SGF Capital Management, LP - Analyst
Okay. And then just a follow-up question. What percentage of the products in that division are sourced out of China?
Pat Lavelle VOXX International Corporation - President and CEO
Most products -- let's see. EyeLock is not, but most other products are sourced in China.
Mike Hughes SGF Capital Management, LP - Analyst
Okay. So are you -- 10% -Pat Lavelle VOXX International Corporation - President and CEO

We expect to have increases as -- most of the products within those categories and within the competitive field that we face do come
from China. I don't see anybody having a real distinct advantage based on where they are getting their product. Most of it comes out of
China.
So as the tariffs come through, we will adjust our prices, our selling prices, and you will see increases in prices. That is the game plan.
Mike Hughes SGF Capital Management, LP - Analyst
Okay. And then just on audio, just your consolidation plans there, you said there will be some savings from that. Can you potentially
quantify that for us?
Pat Lavelle VOXX International Corporation - President and CEO
You know, at this particular point, we have an evaluation of combining the German operation that we have, selling off the building that
we have there. We anticipate that we will increase the EBITDA of the German group by at least $1.5 million. And that would be then
added to the Klipsch group overall.
Mike Hughes SGF Capital Management, LP - Analyst
Okay, thank you very much.
Operator
Thomas Kahn, Kahn Brothers.
Thomas Kahn Kahn Brothers & Company, Inc. - Analyst
Hey, Pat. Congratulations; you are making substantial progress.
Pat Lavelle VOXX International Corporation - President and CEO
Thank you, Tom.
Thomas Kahn Kahn Brothers & Company, Inc. - Analyst
I'm curious; you have an M&A consultant for your consumer accessories business. And in the past, I had recommended to you that you
hire a consultant to review the whole Company to see what changes can be done. Because I remember John a number of times saying
the Company is worth $20 to $30 a share. And I know that John is a truth teller, so I don't have a problem with that.
I just have a problem in what is happening. We are moving in the right direction, but don't we need a overall consultant? Are we a little
too close to the forest to see the trees? So sometime in my lifetime, we can get closer to the numbers that John has mentioned.
So what I am saying to again is you hired an M&A advisor for the consumer electronics business, but I had recommended a number of
times was you hire a consultant to evaluate all of our businesses, all of them. And give a fresh set of eyes to all of our businesses and
how we can improve things.
And I mentioned it a number of times. I never see any release saying that, yes, you have hired a consultant to review all of your
businesses. Doesn't mean you have to take the consultant's advice, but to get us closer to the numbers that John has mentioned over the
years. That's interrogatory.
Pat Lavelle VOXX International Corporation - President and CEO
Tom, we have heard you over the years. In looking at our businesses, we have brought in people to look at the different operations, as
you have indicated.

And one of the decisions that we've made based on that is number one, separating the -- combining the two European accessory groups
for greater synergies and savings and moving our European operation into one group. So yes, we have brought in people to look at the
operations. We will continue to do so.
Thomas Kahn Kahn Brothers & Company, Inc. - Analyst
Thank you.
Operator
And I am not showing any further questions at this time.
Pat Lavelle VOXX International Corporation - President and CEO
Okay. If there are no further questions, I would like to thank you for your interest this morning and I wish you all a good day.
Operator
Ladies and gentlemen, this does conclude today's presentation. You may now disconnect and have a wonderful day.
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