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Item 2.02    Results of Operations and Financial Condition.
 

On October 10, 2019, VOXX International Corporation (the “Company”) issued a press release announcing its earnings
for the quarter ended August 31, 2019. A copy of the release is furnished herewith as Exhibit 99.1.
 
Item 8.01    Other Events.
 

On October 11, 2019, the Company held a conference call to discuss its financial results for the quarter ended August 31,
2019. 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.
 
Item 9.01    Financial Statements and Exhibits.

(d)    Exhibits
 

Exhibit No.  Description
   

99.1  Press Release, dated October 10, 2019, relating to VOXX International Corporation's earnings release for
the quarter ended August 31, 2019 (filed herewith).

99.2  Transcript of conference call held on October 11, 2019 at 10:00 am (filed herewith).
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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, 2019  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 2020 SECOND QUARTER FINANCIAL RESULTS
 
ORLANDO, Fla., October 10, 2019 – VOXX International Corporation (NASDAQ: VOXX), a leading manufacturer and distributor of
automotive and consumer technologies for the global markets, today announced financial results for its Fiscal 2020 second quarter ended
August 31, 2019.
 
Pat Lavelle, President and Chief Executive Officer of VOXX International stated, “We are continuing to realign our operations to put VOXX in
a position where more sustainable profitability will be achieved. While we do have some near-term headwinds with respect to the Automotive
market, especially given the timing of new vehicle launches, we are very optimistic about our position as we’ve been awarded new OEM, rear-
seat entertainment programs which will create incremental business beginning in late Fiscal 2021 and significant volume in the years that
follow. Premium audio products continue to be well-received and we have expanded distribution. While consumer accessory product sales are
down, this was expected due to our SKU rationalization programs and we outperformed our internal projections through the first half of the
fiscal year. This past quarter, we launched new products in our biometrics segment; were awarded a new program in the healthcare industry;
and are nearing completion of testing with other potential partners. Overall, operating losses declined through the first half of the year; we
expect to be profitable in the second half of the year; and our balance sheet remains very strong. There are a lot of positive developments at
VOXX and our outlook is improving.”
 
Fiscal 2020 and Fiscal 2019 Second Quarter Financial Comparisons
 
Effective March 1, 2019, the Company changed its reporting structure to include the results of operations for the following three reporting
segments: 1) Automotive Electronics, which includes the Company’s OEM and aftermarket
automotive business; 2) Consumer Electronics, which includes the former Premium Audio segment and the former Consumer Accessories
segment, less EyeLock, LLC, and; 3) Biometrics, a newly formed segment which includes the results of EyeLock, LLC, the Company’s
majority-owned investment.
 
Net sales for the Fiscal 2020 second quarter ended August 31, 2019 were $90.2 million, as compared to $108.9 million in the Fiscal 2019
second quarter, a decline of $18.6 million.
 
 - The Automotive Electronics segment had net sales of $26.8 million in the Fiscal 2020 second quarter, as compared to $40.0 million in

the comparable year-ago period, a decline of $13.2 million. The year-over-year decline was primarily related to lower OEM sales due
to both launch delays for certain vehicle models and lower year-over-year volume due to programs that began in the prior fiscal year
period. Additionally, sales of aftermarket satellite radio and headrest products declined as compared to the prior year, a result of an
increase in standard factory-equipped vehicles with these options. Offsetting these declines were higher sales of certain aftermarket
safety and security products, as compared to the prior fiscal year period.
 

 - The Consumer Electronics segment had net sales of $63.0 million in the Fiscal 2020 second quarter, as compared to $68.3 million in
the comparable year-ago period, a decline of $5.3 million. The year-over-year decline was primarily related to the elimination of
certain products as part of the Company’s SKU rationalization program, as well as lower year-over-year sales of select consumer
accessory products, both domestically and in Europe. Offsetting these declines were higher sales of premium mobility and premium
wireless and Bluetooth speakers related to the launch of new lines of soundbars and wireless earbuds; increased distribution for
premium
commercial speakers; higher sales of reception and karaoke products; and higher sales of activity bands
related to the Company’s distribution agreement in support of the Motion program.
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 - The Biometrics segment had net sales of $0.3 million, as compared to $0.2 million in the comparable year-ago period. Driving the

year-over-year increase were higher sales of the Company’s Nano NXT perimeter access product and new sales of the EXT outdoor
perimeter access product which was launched during the Fiscal 2020 second quarter.

 
The gross margin in the Company’s Fiscal 2020 second quarter was 26.3%, representing a 220-basis point decline, as compared to the Fiscal
2019 second quarter.
 
 - Automotive Electronics segment gross margins of 20.8% declined by 440 basis points compared to the prior year-ago period, due

primarily to lower sales of higher margin OEM products, as well as the lower absorption of fixed overhead costs in the Fiscal 2020
second quarter, as compared to the Fiscal 2019 second quarter. Additionally, lower aftermarket headrest product sales, which typically
generate higher gross margins for the segment, contributed to the decline, as did the impact of tariffs. To help offset the impact of
tariffs, production of certain products was relocated to other countries. Higher sales of certain aftermarket security products helped
offset the gross margin decline, as did lower sales of satellite radio products.
 

 - Consumer Electronics segment gross margins of 29.0% declined by 110 basis points compared to the prior year-ago period. The
primary drivers for the decline were lower sales of products with typically higher gross margins, such as hook-up, remotes and the
Project Nursery product line, as well as lower European sales and higher warehousing costs in Europe. Gross margins were also
impacted by tariff increases and the Company transitioned production of certain product lines to other countries. Offsetting these
declines were increased sales of select higher margin premium audio products, including premium wireless and Bluetooth speakers,
mobility products, commercial speakers, and karaoke products.
 

 - Biometrics segment gross margins of (22.4)% declined by 767 basis points compared to the prior year-ago period. The decline was
primarily due to the sale of certain fully reserved inventory, which resulted in the release of inventory reserves and contributed to
higher margins in the Fiscal 2019 second quarter. The Company also provided select products to companies that it is working with to
complete testing and evaluation, which adversely impacted gross margins for the Fiscal 2020 second quarter.
 

Total operating expenses in the Fiscal 2020 second quarter were $31.5 million, as compared to $42.5 million in the comparable year-ago period,
a decline of $11.0 million or 25.9%.
 
 - Selling expenses of $8.7 million declined by $0.9 million or 9.4%, as compared to the Fiscal 2019 second quarter, primarily related to

lower commissions, advertising costs and display amortization expenses, offset by salary increases related to the Company’s
realignment initiatives, as well as additional hires at the Klipsch subsidiary.
 

 - General and administrative (“G&A”) expenses of $17.8 million increased by $0.7 million or 4.4%, as compared to the Fiscal 2019
second quarter. The primary driver of the increase was related to the grant of 200,000 common shares to the Company’s Chief
Executive Officer in conjunction with his employment agreement. Excluding this, G&A expenses were down modestly when
comparing the Fiscal 2020 and Fiscal 2019 second quarters.
 

 - Engineering and technical support expenses of $5.0 million declined by $1.0 million or 17.1%, as compared to the Fiscal 2019 second
quarter. The decline was primarily related to lower research and development spending related to projects that were completed, as
well as the movement of certain projects utilizing outside contractors to in-house employees at EyeLock. This was partially offset by
higher research and development expenses related to the start of new projects; higher certification fees for new products under
development; as
well as higher customer reimbursement payments, compared to the prior Fiscal 2019 period.
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 - In the Fiscal 2019 second quarter, the Company incurred intangible asset impairment charges of $9.8 million as it re-evaluated its

projections for several brands in its former Consumer Accessories and Automotive segments. As a result of this evaluation, the
Company determined that several of its trademarks were impaired resulting in a total charge of $9.8 million in the Fiscal 2019 second
quarter, whereas no such charges were recorded in the current fiscal year period. Excluding the intangible asset impairment charges,
total operating expenses declined by $1.2 million or 3.7%.

 
Total other income, net for the Fiscal 2020 second quarter was $1.7 million, as compared to total other expense of $(2.7) million in the Fiscal
2019 second quarter, an increase of $4.4 million. Interest and bank charges declined by $0.2 million; equity in income of equity investee
declined by $0.4 million; and other, net increased by $0.3 million. During the Fiscal 2020 second quarter, the Company recorded a $0.8 million
investment gain related to the prior year sale of its investment of RxNetworks in Fiscal 2018. Additionally, during the Fiscal 2019 second
quarter, the Company recorded a $3.5 million impairment related to its Venezuela investment properties.
 
The Company reported an operating loss of $(7.7) million in the Fiscal 2020 second quarter, as compared to an operating loss of $(11.5) million
in the comparable year-ago period. Net loss attributable to VOXX International Corporation (“VOXX”) was $(6.0) million in the Fiscal 2020
second quarter, as compared to a net loss attributable to VOXX of $(20.8) million in the Fiscal 2019 second quarter. Net loss attributable to the
Company’s non-controlling interest declined from $(1.7) million in the Fiscal 2019 second quarter to $(1.2) million in the Fiscal 2020 second
quarter. The Company reported a basic and diluted loss per share attributable to VOXX of $(0.24) in the Fiscal 2020 second quarter, as
compared to a basic and diluted loss per share attributable to VOXX of $(0.85) in the Fiscal 2019 second quarter.
 
The Company reported an Adjusted Earnings Before Interest, Taxes, Depreciation and Amortization (“Adjusted EBITDA”) loss in the Fiscal
2020 second quarter of $(0.7) million, as compared to Adjusted EBITDA of $4.3 million in the comparable Fiscal 2019 period.

Balance Sheet Update

As of August 31, 2019, the Company had cash and cash equivalents of $39.3 million, as compared to $58.2 million as of February 28, 2019.
Total debt as of August 31, 2019 was $14.0 million, as compared to $17.6 million as of February 28, 2019, a decrease of $3.6 million. The
Company’s total debt consists of mortgages related to its domestic and international properties and a Euro asset-based lending obligation to
support its German operations. Total long-term debt as of August 31, 2019 was $7.4 million, as compared to $7.6 million as of February 28,
2019, a decrease of $0.2 million.

As announced on October 2, 2019, the Company closed on the sale of its Pulheim real estate, effective September 30, 2019, and received net
proceeds of approximately $9.7 million, which will be used to pay down its Euro asset-based lending obligation and to support its German
operations. The Company’s balance sheet remains strong and further improvements are anticipated in the second half of Fiscal 2020.

Conference Call and Webcast Information
VOXX International will be hosting its conference call on Friday, October 11, 2019 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: 4474677). A replay will be available on the Company’s website approximately one hour after the
completion of the call.
 
Non-GAAP Measures 
EBITDA, Adjusted EBITDA and Diluted Adjusted EBITDA per common share are not financial measures recognized by
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GAAP. EBITDA represents net (loss) income 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 stock-based compensation expense, investment gains, life insurance proceeds, as well tangible and intangible
asset impairment charges. Depreciation, amortization, stock-based compensation, and tangible and intangible 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 certain 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, 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 many automotive and consumer electronics and
accessories categories, as well as premium high-end audio. Today, VOXX International is a global company, with an extensive distribution
network that includes power retailers, mass merchandisers, 12-volt specialists and most of the world’s leading automotive manufacturers. The
Company has an international footprint in Europe, Asia and Latin America, and a growing portfolio, which is comprised of over 30 trusted
brands. For additional information, please visit our website at www.voxxintl.com.
 
Safe Harbor Statement
Except for historical information contained herein, statements made in this release constitute forward-looking statements and thus 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 the: risk factors described in the Company’s
annual report on Form 10-K for the fiscal year ended February 28, 2019 which was filed with the SEC on May 14, 2019, as amended on Form 10-K/A
filed on May 30, 2019, and other filings made by the Company from time to time with the SEC. The factors described in such SEC filings include,
without limitation: the Company's ability to realize the anticipated results of its business realignment; cybersecurity risks; 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
electronics, consumer electronics and biometrics businesses; our relationships with key suppliers and customers; quality and consumer acceptance of
newly introduced products; market volatility; non-availability of product; excess inventory; price and product competition; new product introductions;
foreign currency fluctuations; and restrictive debt covenants.
 
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)

  
August 31,

2019   
February 28,

2019  
  (unaudited)      
Assets         
Current assets:         

Cash and cash equivalents  $ 39,294  $ 58,236  
Accounts receivable, net   68,371   73,391  
Inventory, net   114,568   102,379  
Receivables from vendors   366   1,009  
Prepaid expenses and other current assets   9,605   10,449  
Income tax receivable   1,239   921  

Total current assets   233,443   246,385  
Investment securities   2,518   2,858  
Equity investment   21,688   21,885  
Property, plant and equipment, net   59,864   60,493  
Operating lease, right of use asset   2,301   —  
Goodwill   54,785   54,785  
Intangible assets, net   115,769   119,449  
Deferred income tax assets   78   79  
Other assets   1,937   2,877  

Total assets  $ 492,383  $ 508,811  
Liabilities and Stockholders' Equity         
Current liabilities:         

Accounts payable  $ 33,844  $ 31,143  
Accrued expenses and other current liabilities   36,352   39,129  
Income taxes payable   1,099   1,349  
Accrued sales incentives   10,948   13,574  
Current portion of long-term debt   6,665   10,021  

Total current liabilities   88,908   95,216  
Long-term debt, net of debt issuance costs   5,958   5,776  
Finance lease liabilities, less current portion   974   516  
Operating lease liabilities, less current portion   1,762   —  
Deferred compensation   2,517   2,605  
Deferred income tax liabilities   4,015   5,284  
Other tax liabilities   1,128   1,332  
Other long-term liabilities   2,481   2,981  

Total liabilities   107,743   113,710  
Commitments and contingencies         

Redeemable equity   1,770   —  
Stockholders' equity:         

Preferred stock:         
No shares issued or outstanding   —   —  

Common stock:         
Class A, $.01 par value, 60,000,000 shares authorized, 24,306,194 and 24,106,194 shares issued and 21,929,788 and
21,938,100 shares outstanding at August 31, 2019 and February 28, 2019, respectively   244   242  
Class B Convertible, $.01 par value, 10,000,000 shares authorized, 2,260,954 shares issued and outstanding at both August
31, 2019 and February 28, 2019   22   22  

Paid-in capital   298,289   296,946  
Retained earnings   141,470   148,582  
Accumulated other comprehensive loss   (18,231)   (16,944)
   421,794   428,848  
Less: Treasury stock, at cost, 2,376,406 and 2,168,094 shares of Class A Common Stock at August 31, 2019 and February 28,
2019, respectively   (22,159)   (21,176)
Less: Redeemable equity   (1,770)   —  

Total VOXX International Corporation stockholders' equity   397,865   407,672  
Non-controlling interest   (14,995)   (12,571)

Total stockholders' equity   382,870   395,101  
Total liabilities, redeemable equity, and stockholders' equity  $ 492,383  $ 508,811

 



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

August 31,   
Six months ended

August 31,  
  2019   2018   2019   2018  

Net sales  $ 90,246  $ 108,867  $ 183,700  $ 209,722 
Cost of sales   66,477   77,804   133,922   150,982 
Gross profit   23,769   31,063   49,778   58,740 
Operating expenses:                 

Selling   8,701   9,604   18,582   20,298 
General and administrative   17,782   17,038   35,207   33,150 
Engineering and technical support   5,035   6,070   10,842   11,981 
Intangible asset impairment charges   —   9,814   —   9,814 

Total operating expenses   31,518   42,526   64,631   75,243 
Operating loss   (7,749)   (11,463)   (14,853)   (16,503)
Other income (expense):                 

Interest and bank charges   (887)   (1,117)   (1,884)   (2,217)
Equity in income of equity investee   1,265   1,637   2,705   3,451 
Investment gain   775   —   775   — 
Impairment of Venezuela investment properties   —   (3,473)   —   (3,473)
Other, net   547   252   2,191   913 

Total other income (expense), net   1,700   (2,701)   3,787   (1,326)
Loss before income taxes   (6,049)   (14,164)   (11,066)   (17,829)
Income tax expense (benefit)   1,115   8,338   (1,530)   7,225 
Net loss   (7,164)   (22,502)   (9,536)   (25,054)
Less: net loss attributable to non-controlling interest   (1,200)   (1,699)   (2,424)   (3,312)

Net loss attributable to VOXX International Corporation  $ (5,964)  $ (20,803)  $ (7,112)  $ (21,742)
Other comprehensive (loss) income:                 

Foreign currency translation adjustments   (215)   (50)   (1,026)   (2,070)
Derivatives designated for hedging   (177)   50   (284)   492 
Pension plan adjustments   9   1   23   37 
Unrealized holding gain on available-for-sale investment securities,
net of tax   —   —   —   24 
Other comprehensive (loss) income, net of tax   (383)   1   (1,287)   (1,517)

Comprehensive loss attributable to VOXX International Corporation  $ (6,347)  $ (20,802)  $ (8,399)  $ (23,259)
Loss per share - basic: Attributable to VOXX International Corporation  $ (0.24)  $ (0.85)  $ (0.29)  $ (0.89)
Loss per share - diluted: Attributable to VOXX International
Corporation  $ (0.24)  $ (0.85)  $ (0.29)  $ (0.89)
Weighted-average common shares outstanding (basic)   24,481,477   24,355,791   24,457,482   24,355,791 
Weighted-average common shares outstanding (diluted)   24,481,477   24,355,791   24,457,482   24,355,791

 

 
 



 

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

 

  
Three months ended

August 31,   
Six months ended

August 31,  
  2019   2018   2019   2018  

Net loss attributable to VOXX International Corporation  $ (5,964)  $ (20,803)  $ (7,112)  $ (21,742)
Adjustments:                 

Interest expense and bank charges (1)   766   735   1,644   1,482 
Depreciation and amortization (1)   2,990   2,652   5,976   5,306 
Income tax expense (benefit)   1,115   8,338   (1,530)   7,225 

EBITDA   (1,093)   (9,078)   (1,022)   (7,729)
Stock-based compensation   1,186   127   1,345   234 
Investment gain   (775)   —   (775)   — 
Life insurance benefit   —   —   (1,000)   — 
Intangible asset impairment charges   —   9,814   —   9,814 
Impairment of Venezuela investment properties   —   3,473   —   3,473 
Adjusted EBITDA  $ (682)  $ 4,336  $ (1,452)  $ 5,792 
Diluted loss per common share attributable to VOXX International Corporation  $ (0.24)  $ (0.85)  $ (0.29)  $ (0.89)
Diluted Adjusted EBITDA per common share attributable to VOXX
International Corporation  $ (0.03)  $ 0.18  $ (0.06)  $ 0.24

 

 
(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.
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PRESENTATION

 
Operator:  Ladies and gentlemen, thank you for standing by, and welcome to the VOXX International 2020 second quarter results
conference call. (Operator Instructions) Please be advised that today's conference is being recorded. (Operator Instructions) I would
now like to hand the conference to your speaker today, Glenn Wiener, Investor Relations. Please go ahead, sir.
 
Glenn Wiener:  Good morning and welcome to VOXX International Fiscal 2020 Second Quarter Results Conference Call. I trust
everyone had a chance to review our press release, which was issued yesterday after market close along with our Form 10-Q, which
was filed with the SEC. Both documents as well as our updated investor presentation can be found in the Investor Relations section
of our website.
 
Today's call is being webcast live on our website and can be found in the Events and Presentation section. A replay will be
available approximately 1 hour after the completion of today's call for those who are unable to join.
 
Speaking from management today will be Pat Lavelle, President and Chief Executive Officer; and Michael Stoehr, Senior Vice
President and Chief Financial Officer. John Shalam, Chairman and founder of VOXX, is also with us and all executives will be
available for commentary during the Q&A portion of our call following management's remarks.
 
VOXX is undergoing a significant realignment of its business over the past several quarters, which will continue in fiscal 2020.
Progress has been made and as Pat will note, the company is on track for profitability in the second half of the year.



 
As we move closer to our third quarter results announcement and in calendar year 2020, we intend to get more active in telling our
story to prospective investors and analysts as we believe there are compelling opportunities to further unlock shareholder value,
especially with some of the long-term developments Pat will address.
 
I'd 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 I would like to point you to the risk factors associated with our business, which are detailed in our Form 10-K for the period
ended February 28, 2019. I'd like to thank you all of you for your continued interest in VOXX and at this time, I'd like to turn the
call over to Pat Lavelle.
 
Patrick Lavelle:  Good morning, everyone, thank you, Glenn. As we addressed in our fiscal 2019 year-end call, we are proactively
taking steps to improve our infrastructure, stabilize our business, lower fixed cost and return VOXX to profitability. We've made a
lot of progress to date and there is more that we've done throughout fiscal 2020 to ensure we are positioned to achieve our goals in
the years to come and in turn enhance value for our shareholders.
 
Near term, there are 2 factors that are leading to lower volumes for both our OEM and aftermarket products. One, lower car sales
that we've seen this year with global car sales down approximately 3% from July and down 1.75% in the U.S. year-to-date. And 2,
the timing of end-of-life and the start of new programs.
 
We do not believe this will be a long-term trend. However, given recent awards that we've received from our OEM customers.
 
For the second quarter comparisons, consolidated net sales declined by $18.6 million and of this only 70% of the decline was in our
Automotive segment, which has historically been one of our more consistent stable and profitable segments.
 
We are expecting Automotive sales to be down year-over-year, that was communicated previously and our near-term outlook has
not changed. However, as we look out over the next few years, we believe this segment will be one of the key growth drivers for
our business.
 
During the second quarter, VOXX Automotive was awarded the next generation RSE program, there's Rear Seat Entertainment
Program, with one of the big 3 U.S. automakers. This program will launch in calendar year 2021 on model year 2022 vehicles and
has a total value of approximately $275 million over a 5-year period.
 



In addition, Nissan awarded us another RSE program for the Amato, slated to begin in August of 2020, which will run for 2 years.
We will be launching a new RSE program for the Lincoln Aviator this quarter, we believe -- and we've recently added new business
with Ford for the Expedition XLT, which will begin mid year in 2020.
 
There are a number of other programs that have been in development, which are nearing final stages of testing and evaluation and
based on what we have won and what is in the pipeline, our Automotive Electronics segment could be poised for growth towards
the end of fiscal 2021 and significant growth in fiscal 20202, which will be sustainable based on the long-term nature of the
programs.
 
This is what is driving our optimism. On our Consumer Electronics segment, they posted a sales decline of $5.3 million due to the
softness in the European market and declines in domestic Accessories.
 
Regarding the domestic business, sales were down $1.8 million due in part to the SKU rationalization program and the
discontinuance of several products, which we have discussed previously. However, our domestic business outperformed our budget,
both in the second quarter and year-to-date, and we continue to show year-over-year growth in the wearable category based on our
position as a distributor of Apple, Samsung, Garmin, Fitbit and Striiv activity trackers.
 
During the second half of the year, we will be expanding distribution of reception connectivity and power products to new countries
in the APAC region and launching new products in the remote control, karaoke, antenna and audio categories.
 
We are actively managing inventory, reducing our risk and focusing on products that have better margin structures and are more
sustainable life cycles, consistent with the strategy I outlined on our past 2 calls.
 
Our domestic Premium Audio business was down modestly compared to last year's second quarter, which was a strong quarter for
that group. A positive when you consider we have very strong load ins of the new Reference Premiere and Reference Base Home
speakers last year that obviously did not repeat again this year. Year-to-date, Premium Audio sales are up close to 4%.
 
Sales of premium mobility and premium wireless and Bluetooth speakers are showing nice growth. New distribution with snap AV
contributed to growth in the commercial installation channel and the launch of our new T5 series headphones helped drive growth
within the mobility category and the launch of new soundbars helped drive sales of audio system speakers.
 
Klipsch is performing well and we expect that will continue into the second half of the year.
 



In our biometric segment, we launched the new EXT outdoor parameter access product line in Q2 and we launched the latest
version of our nanoNXT perimeter access product with all new upgraded software. During the quarter, these products were in beta
testing with customers and potential partners and should help drive sales and income improvements in the fourth quarter.
 
ViaTouch business is moving slower than we had anticipated but still holds the same potential as we've indicated on past calls. A
positive development for EyeLock this quarter is in the health care space as we have been approved by a major company, which
importantly I'm not at liberty to disclose by name.
 
But what I can say is that we anticipate that we will begin billing for NRE in the fourth quarter and throughout fiscal 2021. And
this contribution, in addition to other businesses that have been awarded should significantly lower EyeLock's operating loss, which
had been already improved by $600,000 in the second quarter and by approximately $1 million year-to-date.
 
There are 3 other primary programs EyeLock is working on, which although they will not contribute to fiscal 2020 results could
have meaningful impact on their business over the next 2 to 3 years. One is in the gaming industry, another in the Automotive
industry and the last is in the security industry.
 
As a result of the considerable amount of custom engineering involved with each potential customer, the EyeLock programs have
been slow to materialize, which has been frustrating for us and our shareholders and we recognize that. And we've addressed what
we can control by lowering our cost, which has helped lower cash outlays and reduce operating losses.
 
We are getting much closer to a wider scale adoption of EyeLock's technology and believe the next 6 to 18 months will validate
EyeLock's position in the industry and potentially lead to other avenues of growth and profitability for VOXX. A few other updates
before turning the call over to Mike.
 
As you saw from our announcement on October 2, we closed on our real estate sale in Pulheim generating net proceeds of
approximately $9.7 million. In that same release, we announced that HF has rescinded the deal due to their inability to obtain
financing at the agreed-upon price and our refusal to renegotiate the price.
 
That business, which includes both Oehlbach and Schleicher is profitable and we rather keep it as part of VOXX than sell it as a
discount especially since following our restructuring as it generates cash and EBITDA. If another opportunity today this
materializes, we will evaluate it as we do with all of our business segments and groups.
 
We are still realigning certain areas of our business, investing in innovation and looking to expand distribution and partnerships
across all 3 segments.
 



We are executing on the share repurchase program as we're able to in the open market and we will continue to do so as we believe
our stock is undervalued and repurchasing shares represents a good use of capital. We're also looking at potential acquisitions that
could strengthen our business further and improve EBITDA and cash flow though we are not looking to leverage our balance sheet
or overpay for any business or businesses.
 
We are executing on the initiatives we've outlined during our year-end call and we expect to be profitable in the second half of the
fiscal year. With that, I will turn the call over to Mike for a review of our results and the balance sheet. Michael?
 
Charles Stoehr:  Thanks, Pat. Good morning, everyone. Similar to the second quarter results, the majority of the sales decline for
the 6-month period was in our Automotive Electronics segment, which represented close to 90% of our total year-over-year decline
and the majority was in our OEM business for the reasons that addressed.
 
We are dissipating the second half of the year to be lower than the second half of fiscal 2019 but based on the launch of new vehicle
models, the year-over-year comparison should level off and potentially show a modest increase in Q4.
 
Consumer Electronics segment sales were up 2% year-to-date but above our initial forecast. Premium Audio autosales continue to
increase based on new products brought to market and expanded distribution and year-to-date are up close to 4%, as Pat noted.
Sales of audio products reception products and wearables continue to trend upwards offset by declines in European markets.
 
Gross margin in the second quarter were down 220 basis points, with the biggest decline in our Automotive Electronics segment,
based on lower OEM sales and underabsorption of labor. As new OEM programs begin, margins should return to more historical
levels in that segment.
 
The second quarter decline in Consumer Electronics segment was primarily related to product mix. The negative margins in the
biometric segment was due to startup costs related to customer and beta test samples of new product launches.
 
For the year-to-date period, gross margins were down 90 basis points with only minor declines on a gross dollar basis in the
Consumer Electronics and Biometrics segments. The drop was in Automotive and we expect modest sequential improvement in
both the third and fourth quarters. I also like to note that margins were affected by tariffs. The tariffs impacted margins as early
tariff increases were not passed on to the customer.
 
The latest round of tariff increase have been passed on in the form of price increases to our customers with certain customers have a
time bar before these increases go through. We are working to lower the impact of the tariffs by moving production out of China in
conjunction with our manufacturers. Not all products can be moved. And the products we are successfully moving will still carry
higher labor costs than Chinese manufactured products.



 
Total operating expenses were down $11 million or close to 26% when comparing the second quarter periods and declined by $10.6
million or just over 14% for the year-to-date comparisons. For the second quarter, we had a $900,000 decline in selling expense due
to lower commissions and lower head count as we have realigned our business. Klipsch, however, has increased headcount to
support both current and future growth and new product development.
 
G&A expenses, excluding the share grants to our CIO was down approximately $300,000 as we have declines in office expenses,
legal fees, third-party fees and office hours as a result of the accounting treatment for the share grants we took a noncash charge of
approximately $1 million. Engineering and tax in support expense declined by approximately $1 million with the majority of the
decline in R&D.
 
This was principally as a result of EyeLock transitioning from outside contractors to in-house engineering. I'd also note that last
year's second quarter included intangible asset impairment charges of $9.8 million. Excluding the impairment charge, total
operating expenses declined by approximately $1.2 million or 3.7%. For the 6-month period comparisons, total operating expenses
declined by $10.6 million or just over 14%.
 
Excluding the impairment charges, last fiscal years pick up from the favorable counterfeit lawsuit and noncash charge for stock-
based compensation, OpEx declined by approximately $3.8 million or 5.7%. You will see more expense reductions in the second
half of the year based on the steps we have taken to realign our operations, both domestically and abroad.
 
As for other income and expenses, in the fiscal 2020 second quarter, we had other income of $1.7 million compared to other
expenses in the second quarter of fiscal 2019 of $2.7 million. Interest and bank charges declined by $230,000. Equity in income
and equity investee's client approximately $370,000 and other net increased by approximately $300,000.
 
The 2 biggest items are as follows: we recorded investment gain in this year's second quarter of approximately $800,000 related to
the fiscal 2018 sale of our investment in RxNetworks as a portion of the cash proceeds were subject to holdback profession, which
was released this quarter.
 
Additionally, in the fiscal 2019 second quarter, we recorded a $3.5 million impairment on our vendors investment properties. You
can see other income and expenses broken out in our press release and Form 10-Q for the 6-month period.
 
Operating losses for the second quarter comparisons improved by $3.7 million and a net loss attributable to VOXX improved by
$14.8 million. For the 6-month comparisons, our operating loss improved by $1.7 million in the net loss attributable to VOXX
improved by $14.6 million.
 



Lastly, we reported an adjusted loss of $700,000 for the fiscal 2020 second quarter and a loss of $1.0 million for the 6-month
period. This compares to an adjusted EBITDA of $4.3 million and $5.8 million for the 3-month and 6-month periods in fiscal 2019.
 
The breakdown of EBITDA to adjusted EBITDA is in our press release and in our Form 10-Q filing on Page 41. In our fiscal 2019
year-end call, we had discussed anticipated losses in the first half of the year as we work through our corporate realignment.
 
The shift in Automotive market has been more meaningful impact than we had initially forecasted. However, we move into the
second half of the year, we are anticipating profitability on an operating basis on both third and fourth quarters and expect to show
year-over-year improvements.
 
As for the balance sheet, cash and cash equivalents of August 31, 2019, was $39.3 million as compared to $60 million as of May
31, 2019. The cash usage is based upon seasonal working capital needs to fund operations. As we mentioned in our Form 10-Q, we
have temporarily suspended our vendor finance programs as we do not need to fund it.
 
If we had used the program, our cash balance for August would have been approximately $9 million higher. We expect our cash
position to increase in the third and fourth quarters as we brought in the inventory and will be moved throughout the remainder of
the fiscal year.
 
Additionally, we announced on October 2, we completed the sale of our Pulheim real estate and proceeds from the sale will be used
to pay down our euro asset-based lending obligations while providing additional working capital to fund our German operations.
 
Our total debt position stood at $14 million as of August 31, representing a decline of $3.6 million since the fiscal year end and a
decline of $2 million since May 31. The decline compared to the fiscal year end is due to a lower outstanding balance on the euro
ABL and lower mortgage debt for our German and for our properties.
 
The company intends to pay down by October 31 the approximately $5.6 million of asset-based debt in our German operations. We
have sufficient cash on hand to fund our operations. We also have available $140 million domestic credit facility with nothing
outstanding.
 
Our balance sheet remains strong and we are maintaining the flexibility needed to continue to invest in R&D, to support future
Automotive Premium Audio and biometric programs and repurchase our stock in the open market as we are able to. That concludes
my remarks and we're now ready to open up the call for questions.
 
Patrick Lavelle:  Thank you, Michael.
 

QUESTIONS AND ANSWERS



 
Operator:  (Operator Instructions) Our first question comes from Thomas Kahn with Kahn brothers.
 
Thomas Kahn:  I think you're making progress and this is good. How many ships did you buy back in the last quarter?
 
Patrick Lavelle:  202,000, Tom.
 
Thomas Kahn:  Okay. And you're going to continue to buy back? Again, that's a question.
 
Patrick Lavelle:  Yes, that's the game plan.
 
Thomas Kahn:  Okay. I would recommend that you gentlemen listen to the quarterly calls, (inaudible) that you've had for the past 3
or 4 years because they all have this optimistic spend to them.
 
And I think what we have to do now is sort of temper in some way the quarterly calls from the optimistic spend and just try to stick
to reality and to the facts. So I'm saying, John, listen to the last 4 or 5 years, and Pat and Mike, and tell me if I'm wrong, do I hear
something that you folks don't hear?
 
And then you cry wolf so many times, people don't believe you. So what we need is listen to the calls, I'm making a
recommendation, I've only been in the investment business for 40 years, so I'm a new player here. I don't have optimistic spend and
positive projections. I think it's better off if you back off that approach. Thank you.
 
Patrick Lavelle:  Thank you, Tom. The one thing that -- I hear what you're saying, but I think it's imperative that we advise the
shareholders that as I just did that during the second quarter, we were awarded a major program. This is a production program for
one of the big 3 car manufacturers that will start in 2021 on 2022 vehicles.
 
We both think that this particular contract not only will lead to others because of the new technology that we're bringing to market
that will showcase at CES this year. But this is a production program. So this is based on the number of vehicles that they sell, and
we expect that, that business is going to be in the range of $275 million. The other thing...
 
Thomas Kahn:  The other thing is this is all excellent this is all very good. But I stand by what I said with respect to the last 4 or 5
years and the quarterly calls and what have been said. I think it would be informative and I stand by what I said to try to back off --
let the good news, as surprises, if you will.
 
I guess, that's the way I would put it. Because we're better off in that way. I also commend you on share repurchases that's the
smartest way to build shareholder value with our stock where it is. And John, I would encourage you to do more of it. Don't be
diffident.



 
Operator: And our next question comes from Sheldon Grodsky with Grodsky Associates.
 
Sheldon Grodsky:  How many shares were granted to the Chief Executive?
 
Patrick Lavelle:  There were 200,000 shares granted in the second quarter.
 
Sheldon Grodsky:  Okay. So it's almost the same thing that was repurchased in the market?
 
Patrick Lavelle:  Yes.
 
Sheldon Grodsky:  Okay. I would encourage you as with the last speaker did, agree with everything he said necessarily but I would
encourage you to buy back as much as your stock can. I don't think it's going to be cheaper so the time is right.
 
Patrick Lavelle:  All right. We agree and we have a 3 million share repurchase authorization and we plan to move along and
purchase when the windows are open for us to purchase.
 
Operator:  (Operator Instructions) Our next question comes from Brad Leonard with BMO Capital management.
 
Braden Leonard:  So, first of all, Pat, in the prepared remarks, you said that in the press release, that overall operating losses
declined in the first half of the year. Now this is technically true because on a GAAP basis last year, you had a $9.8 million noncash
charge. So my question is do you think that the fair statement, I mean is that way we are really looking at this to say that we have
improved operations because we don't have a charge this year?
 
Patrick Lavelle:  Yes, I think what Mike has showed that we take it when we took out on the onetime charges, we did have a further
reduction in our overhead, both in the quarter and year-to-date.
 
Braden Leonard:  Yes, but on an operating basis, we lost more money, excluding the charge, correct? I mean adjusted EBITDA
which I think is more relevant in this case with all the puts and takes of both quarters, we were down significantly year-over-year in
the first half.
 
Patrick Lavelle:  Yes, we were in the first half.
 
Braden Leonard:  So here's my...
 
Patrick Lavelle:  (inaudible)
 



Braden Leonard:  That's fine. It is anticipated and I didn't expect any different but I think it's a -- it's not a fair statement to say that
operations improved in the first half of the year. Expenses were down excluding the charge, I'll give you that.
 
But operating profit was I mean really on a GAAP basis you are -- your statement is factually correct. But I don't think anybody is
looking at that saying, "Hey, we had a $9.8 million impairment charge, noncash last year, so we're going to say things are better this
year.” They're just not.
 
And so I think that's a -- it's an unfair statement to put out there and we can either agree or disagree on that but I think it's not a
correct statement. So on the stock buyback, what are the limitations on the buyback? You guys have -- you can buy what? 25% of
average daily volume or something like that?
 
Patrick Lavelle:  Mike, you want to answer that question?
 
Charles Stoehr:  It's 25% of the average that we're buying.
 
Braden Leonard:  Okay so the average of 3 weeks volume is it or 3?
 
Charles Stoehr:  Yes, I think it's 3 weeks.
 
Braden Leonard:  So that's about what? 40,000 or 50,000 shares at an average volume?
 
Charles Stoehr:  That's correct.
 
Braden Leonard:  Okay. So, I guess, my question is you guys have said that the stock is very undervalued and where everybody
thinks undervalued, it's covered by cash and real estate whatever maybe not that we can on the several divisions. But on the sum of
the parts, I think we all agree the stock is undervalued. So why so little on the buyback?
 
Patrick Lavelle:  With the problems we had is that because we have our first quarter and our year end kind of rolling around it's not
the same month, we clearly has started late and then we have to stop what we announced the quarter. We'll commence the days after
this call.
 
Braden Leonard:  I understand. So why not put a 10 B 5-1 plan in place to buyback in the -- when you're blacked out?
 
Patrick Lavelle:  We'll take it onto consideration.
 
Braden Leonard:  I mean there's a simple way to go up instead of being blacked out for a month the stock goes to 350 because the
market thinks because of the President announces some tariff or something like that and I wish we could be buying but we can't.
 



I mean if you guys are really serious about buying back 3 million shares at or around these prices, you should put a 10B plan in
place and say, we're going to by the ADV our 25% of the ADV every day. I mean yesterday, about 70,000 shares in the open
market and there's plenty of sellers out there. So it's not a problem to get stock, I realize you guys can't buy 70,000 shares but
there's no reason to be blacked out for whatever it is, 4 to 6 weeks every quarter. So...
 
Patrick Lavelle:  I understand what you're saying. That's an excellent suggestion. I appreciate your comments very much and we'll
simply take this into consideration.
 
Braden Leonard:  Okay. So the German accessory business that we have sold as you guys back out sounds like you guys did not
want to renegotiate. So is there no financial penalty for them not closing?
 
Patrick Lavelle:  It was part of the -- well first off, we're restricted as to what we can say regarding NDAs that were signed. But
there were a few clauses in the agreement and that was one of them.
 
Braden Leonard:  Okay. All right. So this Automotive program sounds great, buy when you're given the details on this again, you're
saying it's going to start in calendar year '21 or your fiscal year '21?
 
Patrick Lavelle:  Our fiscal '21.
 
Braden Leonard:  Which is next year?
 
Patrick Lavelle:  Excuse me. Calendar year 2021 on model year 2022 vehicles.
 
Braden Leonard:  So we're really out for 2 years from today?
 
Patrick Lavelle:  Yes, we are. Yes, we are.
 
Braden Leonard:  So we're not going to see a lot of in the Automotive business could be down meaningfully for the next couple of
years?
 
Patrick Lavelle:  Well, we have...
 
Braden Leonard:  Or flattish?
 
Patrick Lavelle:  We have new programs we announced in the modest program starts next year. (inaudible) program should start in
our third quarter and then we have the XLT program so there are other programs that will start that will offset end of life that we
expect to see some growth in the category but when you look at the projection on the larger program that I announced, it's
approximately $55 million a year that should start in the 2021 calendar year.
 



Braden Leonard:  Okay. So that is on a run rate of last year's auto was what 160?
 
Patrick Lavelle:  Yes. That is...
 
Braden Leonard:  Okay, go ahead, Pat. I'm sorry.
 
Patrick Lavelle:  That's a sizeable increase on top of the 160.
 
Braden Leonard:  I understand. Is it going to be replacing potentially other business that is lost?
 
Patrick Lavelle:  There will be some programs that will during the period that will be coming up towards end of life. But we're in
discussions with all of our current customers about either developing a new Rear Seat Entertainment Program for them or some sort
of continuation.
 
We will be announcing at CES show some of the details around our new product and we think what we're developing is going to be
something that many of our existing customers will want to deliver.
 
Braden Leonard:  Okay. So on the acquisition divestiture front, what is -- I think you said that this German business is still you're
happy to still run and is still profitable but did you saying you made a comment you will be able to sell it if somebody else came
along or to buy yet (inaudible)
 
Patrick Lavelle:  They are other interested parties that have expressed interest in this company and if we deem their offer is realistic
and acceptable to where we are, we would divest. The game plan was -- is to bring the dollars that we have invested in Germany,
bring them to the United States and replace those sales in that EBITDA with a domestic operation where we can leverage our
existing overhead better and generate more profitability.
 
Braden Leonard:  I think that sounds strategy. So that will go back to I mean as you guys about -- I don't know what else is going
on, but when you have the open window and you want to buy back your stock, if a deal comes up that is meaningful, that will block
you guys are for potentially the whole quarter is we're trying to close end. So when you have the open window, you can set up a
10B plan and just run it for the next 3 quarters or 3 months or whatever or a year, I don't know?
 
Patrick Lavelle:  There's no question, Brad. The 10B 5 program you're recommending makes sense.
 
Braden Leonard:  Okay -- all right, let's get to the EyeLock year. I see that you extended the loan again and that you're lowering the
interest rates (inaudible) because they don't have the money to pay you back so I mean the ViaTouch, which I think as indicated on



previous call does not sound, I don't know, I just don't even understand the point of it but it's not being rolled out? (inaudible)
 
Patrick Lavelle:  It's rolling out now. They are now starting to deliver machines. They have had their own delays in getting
everything started but they are rolling out and what we can see based on the interest that they have and the customers that they have
lined up, the volumes are substantial for them.
 
The other program that we announced is one that we've been working on for a long time. Again, due to the competitive nature of
the customer we are working with and the industry that they are working with, they do not want us to talk about it.
 
But it's a another substantial program and will validate the iris authentication technology that we have. There's another program that
we'll be able to announce at CES and within the Automotive space that could be very interesting for them. And then there's the Ext
and the NXT products that I talked about that are now in beta test.
 
These products have to be tested. They have to be integrated with backend security systems. So when we deliver a new product,
there's a lot of testing that has to go on and we're in the process of doing that and if everything goes well, we'll see the sales of
VXTs and NXTs pick up sharply.
 
So we look at the potential for them -- and the potential is good. Iris authentication is real. It's secure. And I do believe that you're
seeing more and more interest in iris because of that security. So and the fact that it's an opt in program, it's not facial, this is a
program where the consumer has to opt in, but it is more secure than any other form of biometric on the market.
 
Braden Leonard:  Okay. And can you -- on the health care thing that you did announce, you can say the customer. Can you describe
what that program is for, is it access to a facility or is it access to pharmaceutical products that are...
 
Patrick Lavelle:  I described it, then I'll probably infringe our NDA so I'm not going to describe it.
 
Operator:  Our next question comes from [Eric Egan], a private investor.
 
Unidentified Participant:  I wasn't it a bit late so sorry. Already went over this. But the new contract you announced as one of the
maybe already have $275 million up a little bit time period is that?
 
Patrick Lavelle:  A 5-year. From, from inception.
 
Unidentified Participant:  And then so we get there two years from now, Automotive segment should see revenues of maybe around
$30 million a quarter until then?
 



Charles Stoehr:  Based on again, there are other factors, I mean, if we go into a recession, definitely car sales get hit. We don't know
if it will see the recession next year or possibly thereafter. But we have new programs that are starting that I've announced that will
come and commence during that period of time before we launch this larger program.
 
But on top of that, we may do a tuck-in acquisition into our Automotive group that will further support them during this period so
these are some of the things that we're looking at but all in all, I would expect that we would have seen where we are right now in
revenue.
 
Operator:  I'm not showing any further questions at this time. I would now like to turn the call back over to management for any
further remarks.
 
Patrick Lavelle:  Well, thank you all and then thank you for your input. I thank you for your interest in our company and I wish you
a good day, and a good weekend.
 
Operator:  Ladies and gentlemen, this concludes today's conference call. Thank you for participating. You may now disconnect.
 


