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Item 2.02                      Results of Operations and Financial Condition

On July 10, 2008, Audiovox Corporation (the "Company") issued a press release announcing its earnings for the three months ended May 31, 2008. A copy of
the release is furnished herewith as Exhibit 99.1.

Item 8.01                      Other Events.

On July 11, 2008, the Company held a conference call to discuss its financial results for the three months ended May 31, 2008. 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.
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  99.1        Press Release, dated July 10, 2008, relating toAudiovox Corporation's earnings release for the three months ended May 31, 2008
            (filed herewith).
 
   99.2        Transcript of conference call held on July 11, 2008 at 10:00 am (filed herewith).
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FOR IMMEDIATE RELEASE
Contact: Glenn Wiener, GW Communications

Tel: 212-786-6011 / Email: gwiener@GWCco.com

Audiovox Corporation Reports Fiscal 2009 First Quarter Results

HAUPPAUGE, NY, July 10, 2008 -- Audiovox Corporation (NASDAQ:VOXX) today announced results for its fiscal 2009 first quarter for the period ended
May 31, 2008.

Net sales for the period ended May 31, 2008 were $144.6 million, an increase of 12.7% compared to $128.3 million reported in the comparable prior year
period.  This increase is primarily attributed to higher sales generated from acquisitions as well as positive contributions from select product lines and
channels, both of which were partially offset by weaker sales as a result of worsening economic conditions in the U.S.

The Company reported an operating loss of $7.9 million in the fiscal 2009 first quarter compared to an operating loss of $1.6 million in the fiscal 2008 first
quarter.  Included in this loss is a write down of approximately $2.9 million related to portable navigation products.  Due to the highly competitive market,
lower average selling prices and the continued focus on higher margin product lines, the Company has exited the portable navigation business, resulting in this
charge. The Company continues to monitor its inventory position closely and at this time, does not see any other product category that is currently at risk.

Net loss from continuing operations during the fiscal 2009 first quarter was approximately $5.2 million compared to net income of $0.1 million in the fiscal
2008 first quarter.  Net loss for the period ended May 31, 2008 was $5.2 million or a loss of $0.23 per diluted share compared to net income of $2.2 million or
$0.10 per diluted share for the period ended May 31, 2007, which included net income from discontinued operations of $2.1 million, net of tax due to a
derivative legal settlement.

Patrick Lavelle, President and CEO stated, “We entered the fiscal year knowing the overall economic environment would have a negative impact on our
performance and this was accounted for in our internal projections.  With the surge in crude oil and gas prices, the domestic economy worsened, particularly as
it related to consumer confidence and purchasing.  These factors have cut into our profit potential as our expenses were higher and we were not able to fully
leverage our overhead with lower than expected sales volumes.  We are hopeful that the situation will stabilize and are taking the necessary steps to bring this
Company back to profitability.”

Electronics sales, which include both mobile and consumer electronics were $113.7 million for the period ended May 31, 2008, an increase of $18.7 million or
19.7% as compared to $95.0 million reported in the comparable fiscal 2008 period.  This increase was primarily due to the incremental sales generated from
acquisitions, increased sales in the Company’s core consumer and security product lines and higher sales in the Company’s international operations in
Germany and Venezuela.  These increases were partially offset by lower than expected electronic sales in mobile audio and video as a result of the weakening
U.S. economy, lower consumer demand for electronics products and a decline in new car sales.
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Accessories sales for the fiscal 2009 first quarter were $30.9 million compared to $33.3 million in the comparable fiscal 2008 period, a decline of
approximately 7.2%.  This decline is directly attributable to lower sales of consumer electronics, as a decline in consumer spending has had a direct correlation
on sales of the Company’s accessory products.  Partially offsetting this decline were sales generated from the Technuity acquisition which closed in November
2007 and were not included in fiscal 2008 results.

As a percentage of net sales, Electronics represented 78.7% in the fiscal 2009 first quarter compared to 74.1% in the comparable fiscal 2008 period and
Accessories represented 21.3% compared to 25.9% in the same respective periods.

Gross margins declined by 250 basis points to 15.6% in the fiscal 2009 first quarter, as compared to 18.1% in the prior fiscal year period.  Gross margins were
unfavorably impacted by the Company’s decision to exit the portable navigation business, which resulted in a charge of $2.9 million during the three months
ended May 31, 2008.  In addition, gross margins were adversely impacted by higher inbound and outbound freight and warehouse and assembly costs as a
result of increases in energy and material costs and field warehousing expenses.

The impact to gross margins for the discontinuance of the portable navigation product line was 2.0% in the fiscal 2009 first quarter.

The Company reported operating expenses of $30.4 million for the three months ended May 31, 2008, an increase of 22.6% compared to $24.8 million
reported in the comparable period last year.  As a percentage of net sales, operating expenses increased to 21.0% in the fiscal 2009 first quarter compared to
19.3% in the same period in fiscal 2008.  The increase in total operating expenses is due to the incremental costs related to the five acquisitions the Company
made in calendar year 2007, which contributed total operating expenses of $10.9 million for the three month period in fiscal 2009.  Operating expenses for the
Company’s core business was $19.5 million for the three months ended May 31, 2008, an increase of 1.3% over the prior year.  Operating expenses for the
three months ended May 31, 2007 included a $1.0 million benefit related to a call/put option previously granted to certain employees and excluding this
benefit, core operating expenses declined by 3.7% in the fiscal 2009 first quarter compared to the same period last year.

Lavelle concluded, “Irrespective of the global economic conditions, we still believe our sales will grow this year and that our gross margins will return to
traditional levels.  We have plans in place to reduce our overhead further and we remain focused on the bottom-line.  Furthermore, our cash position and
balance sheet are healthy and I remain confident that we will work our way through this recession, given our brands, growing distribution channels and
opportunities to expand internationally.”

Conference Call Information
The Company will be hosting its conference call on Friday, July 11, 2008 at 10:00 a.m. EST.  Interested parties can participate by visiting www.audiovox.com,
and clicking on the webcast in the Investor Relations section or via teleconference (toll-free number: 866-831-6247; international number: 617-213-8856; pass
code: 21172509).  For those who will be unable to participate, a replay has been arranged and will be available approximately one hour after the call has been
completed and will last for one week thereafter (replay number: 888-286-8010; international replay number: 617-801-6888; pass code: 45691993).
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About Audiovox
Audiovox (Nasdaq:VOXX) is a recognized leader in the marketing of automotive entertainment, vehicle security and remote start systems, consumer
electronics products and consumer electronics accessories. The company is number one in mobile video and places in the top ten of almost every category that
it sells.  Among the lines marketed by Audiovox are its mobile electronics products including mobile video systems, auto sound systems including satellite
radio, vehicle security and remote start systems; consumer electronics products such as MP3 players, digital camcorders, DVRs, clock radios, portable DVD
players, portable GPS, flat-panel TV's, extended range two-way radios, multi media products like digital picture frames and home and portable stereos;
consumer electronics accessories such as indoor/outdoor antennas, connectivity products, headphones, speakers, wireless solutions, remote controls, power &
surge protectors and media cleaning & storage devices; Energizer-branded products for rechargeable batteries and battery packs for camcorders, cordless
phones, digital cameras and DVD players, as well as for power supply systems, automatic voltage regulators and surge protectors. The company markets its
products through an extensive distribution network that includes power retailers, 12-volt specialists, mass merchandisers and an OE sales group. The company
markets products under the Audiovox, RCA, Jensen, Acoustic Research, Energizer, Advent, Code Alarm, TERK, Prestige and SURFACE brands. For
additional information, visit our web site at www.audiovox.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 statement. 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 mobile and consumer electronics businesses as well as the
wireless business; 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; 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
Audiovox 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 29, 2008 and Form 10-Q for the fiscal first quarter ended May 31, 2008.

- Tables to Follow -

 
 

 



 

Audiovox Corporation and Subsidiaries
Consolidated Balance Sheets

(In thousands, except share data)
 

  May 31,   February 29,  
  2008   2008  
Assets  (unaudited)     
       
Current assets:       

Cash and cash equivalents  $ 69,970  $ 39,341 
Accounts receivable, net   101,746   112,688 
Inventory   146,456   155,748 
Receivables from vendors   21,823   29,358 
Prepaid expenses and other current assets   12,864   13,780 
Deferred income taxes   7,135   7,135 

Total current assets   359,994   358,050 
         
Investment securities   12,771   15,033 
Equity investments   13,791   13,222 
Property, plant and equipment, net   22,010   21,550 
Goodwill   23,427   23,427 
Intangible assets   100,773   101,008 
Other assets   1,092   746 

Total assets  $ 533,858  $ 533,036 
         

 
 

 



 

Audiovox Corporation and Subsidiaries
Consolidated Balance Sheets

(In thousands, except share data)
 

  May 31,   February 29,  
  2008   2008  

Liabilities and Stockholders’ Equity  (unaudited)     
       
Current liabilities:       

Accounts payable  $ 34,194  $ 24,433 
Accrued expenses and other current liabilities   31,270   38,575 
Income taxes payable   3,290   5,335 
Accrued sales incentives   11,436   10,768 
Bank obligations   1,881   3,070 
Current portion of long-term debt   1,634   82 

Total current liabilities   83,705   82,263 
         
Long-term debt   8,100   1,621 
Capital lease obligation   5,590   5,607 
Deferred compensation   4,833   4,406 
Other tax liabilities   4,740   4,566 
Deferred tax liabilities   5,123   6,057 
Other long term liabilities   4,910   5,003 

Total liabilities   117,001   109,523 
         
Commitments and contingencies         
         
Stockholders' equity:         

Series preferred stock, $.01 par value; 1,500,000 shares authorized, no shares issued or outstanding   -   - 
Common stock:         

Class A, $.01 par value; 60,000,000 shares authorized, 22,414,212  shares issued, 20,593,660 shares outstanding   224   224 
Class B convertible, $.01 par value; 10,000,000 shares authorized, 2,260,954 shares issued and outstanding   22   22 

Paid-in capital   274,282   274,282 
Retained earnings   157,319   162,542 
Accumulated other comprehensive income   3,414   4,847 
Treasury stock, at cost, 1,820,552 shares of Class A common   (18,404)   (18,404)

Total stockholders' equity   416,857   423,513 
Total liabilities and stockholders' equity  $ 533,858  $ 533,036 

 
 

 



 

Audiovox Corporation and Subsidiaries
Consolidated Statements of Operations

For the Three Months Ended May 31, 2008 and 2007
(In thousands, except share and per share data)

(unaudited)

  2008   2007  
       
Net sales  $ 144,583  $ 128,254 
Cost of sales   122,068   105,065 
Gross profit   22,515   23,189 
         
Operating expenses:         

Selling   9,951   8,797 
General and administrative   17,649   13,699 
Engineering and technical support   2,804   2,262 
Total operating expenses   30,404   24,758 

         
Operating loss   (7,889)   (1,569)
         
Other income (expense):         

Interest and bank charges   (476)   (667)
Equity in income of equity investees   900   942 
Other, net   296   1,467 
Total other income   720   1,742 

         
(Loss) income from continuing operations before income taxes   (7,169)   173 
Income tax (benefit) expense   (1,946)   52 
Net (loss) income from continuing operations   (5,223)   121 
         
Net income from discontinued operations, net of tax   -   2,111 
         
Net (loss) income  $ (5,223)  $ 2,232 
         
Net (loss) income per common share (basic):         

From continuing operations  $ (0.23)  $ 0.01 
From discontinued operations  $ -  $ 0.09 

Net (loss) income per common share (basic)  $ (0.23)  $ 0.10 
         
Net (loss) income per common share (diluted):         

From continuing operations  $ (0.23)  $ 0.01 
From discontinued operations  $ -  $ 0.09 

Net (loss) income per common share (diluted)  $ (0.23)  $ 0.10 
         
Weighted-average common shares outstanding (basic)   22,854,619   22,775,052 
Weighted-average common shares outstanding (diluted)   22,854,619   22,847,113 
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CORPORATE PARTICIPANTS
 
 Glenn Wiener
 GW Communications - IR
 
 Patrick Lavelle
 Audiovox Corporation - President & CEO
 
 Michael Stoehr
 Audiovox Corporation - CFO
 

 
CONFERENCE CALL PARTICIPANTS
 
 Jim Barrett
 CL King & Associates - Analyst
 

 
 PRESENTATION
 

 
Operator
 
 Good day, ladies and gentlemen. Welcome to the 2009 first-quarter Audiovox corporate earnings conference call. I would now like to turn the presentation
over to Mr. Glenn Wiener. Please proceed.

 
 Glenn Wiener - GW Communications - IR
 
 Thank you good morning, George. Welcome to Audiovox's fiscal 2009 first-quarter conference call. Today's call is being webcast from our website,
www.Audiovox.com, under the Investor Relations section.

With me this morning is Patrick Lavelle, President and CEO; and Michael Stoehr, Senior Vice President and CFO. John Shalam is also here with us and will
be available during the Q&A portion of the call.

Before turning the call over to Pat, the following Safe Harbor. Except for historical information contained herein, statements made on today's call and on
today's webcast that would constitute forward-looking statements may involve certain risks and uncertainties. All forward-looking statements made 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 results to differ materially from the results suggested in these forward-looking statements. These factors include but are not limited to risks
that result in changes in the Company's core business operations, our ability to keep pace with technology advances, significant competition in the mobile and
consumer electronics businesses and accessory businesses, relationships with key suppliers and customers, quality and consumer acceptance of our newly
introduced products, market volatility, nonavailability of products, excess inventory, price and product competition, new product introductions and the
possibility that a 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 the Company and/or our officers and directors as a result of any numerous statements or other actions.

Risk factors with our business, including some of the factors set forth herein, are detailed in the Company's Form 10-K for the period ended February 29th,
2008, and in our Form 10-Q for the period ended May 31st, 2008, which was filed after market close yesterday. At this time, I would like to turn the call over
to Pat Lavelle.

 
 Patrick Lavelle - Audiovox Corporation - - President & CEO
 
 Thank you, Glenn, and good morning. Welcome to our fiscal 2009 first-quarter conference call.

Yesterday we reported sales of $144 million, an increase of 12.5% over the first quarter last year. We also reported a net loss from continuing operations of
$5.2 million, both well below our internal expectations.
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When I spoke with you on our last call, I stated that we anticipated a weak economy and reduced consumer spending would continue impact on our
performance in the first quarter. This was true, but even more so than we had forecasted, as consumer confidence continues to evaporate.

Consumer electronics and accessories sales continue to be negatively affected by the overall slowdown in consumer spending, and our mobile group has been
impacted by increasingly lower new car sales, particularly in the SUV category, where many of our higher-margin products are designed to go. This is not
new. Car sales have been weaker for quite some time, and we had accounted for this in our planning. However, the recent surge in gas prices has further cut
into sales of the larger vehicles. No one predicted $140 to $145 per barrel at this time last year, or last quarter, for that matter.

This increase and many other issues have effected consumer buying decisions on all nonessential products. We are not immune to the overall downturn in
business, which continues to impact not only Audiovox but most consumer goods companies today. In spite of what is happening at retail, we're confident that
we will still post an increase in sales over fiscal 2008. But, due to the unsettled nature of the markets, we are uncomfortable making a formal projection at this
time. I will continue to provide updates on future calls as we better understand the pulse of the markets.

Looking at our first-quarter performance, electronics sales were $113.7 million compared to $95 million in the first quarter last year. Accessories sales were
$30.8 million, down approximately $2.5 million. The increase in our electronics sales is due in part to the acquisitions made last year, higher sales in Code-
Alarm products to retail [MBOEs] and increased volumes in our international operations. Accessories were off a bit, due primarily to the downturn in the
economy. As a percentage of net sales, electronics were 78.7% compared to 74.1% in the first fiscal quarter last year, and accessories were 21.3% and 25.9%
for the same period.

Our mobile multimedia products continued to hold leading market shares. The most recent NPD report puts Audiovox and Jensen with number one and
number two market share in this category, respectively. Additionally, with the XM and Sirius merger nearing completion, we expect sales to improve as
consumer confidence in satellite radio returns. Every quarter it's asked, so I'll reiterate my belief, we do not anticipate any material changes in the satellite
radio category this year as it takes time to integrate acquisitions and there are different technologies in the two companies. We remain XM's number-one
provider of satellite radio products in the aftermarket and, as you know, have a history with Sirius on the OE level as well. We're monitoring the situation
closely and will keep the market informed as things materialize.

On the OEM side, during the quarter we made our first shipment of the GM bi-directional transmitter for vehicles equipped with GM factory remote starters.
Mopar has awarded us the contract with a rear-seat entertainment program for Chrysler, and this is set to deliver in August. Recently, Toyota motor sales
expanded their program with us to include our new next-generation headrest system for the Toyota Sienna.

In Europe, the 2009 Porsche Panamira, two new 2008 Toyota models and the BMW X5 will all have rear entertainment systems from Audiovox. In Venezuela
we have begun shipment of our car audio system (technical difficulty) for the Aveo and Spark, a new contract won late last year. All in all, I believe these new
programs will help mitigate the weaker car sales and the overall softness in the automotive market, both at OEM and also aftermarket.

In consumer electronics we have a number of RCA digital products that are launching during the second and third fiscal quarters. Some of these have been
picked for Black Friday promotions with major retailers, as Wal-Mart, Best Buy and Circuit. NPD has listed Audiovox with number two market share in
portable DVD, as sales have improved in this category with the shortage of LCD screens abating. In addition, we will launch an Internet radio under the
Acoustic Research brand to complement AR's reemergence as a high-technology product line that will focus on wireless products and high-end radios.

Our international sales were up $7.6 million, or approximately 48.2% over the first quarter last year, helped in part by the strong euro. However, the EU is
focused on curbing inflation, which may create a greater chance for an economic slowdown in the EU countries. We are starting to feel the impact in our sales,
though our margins remain healthy at this time.

Of greater concern to me is the skyrocketing cost to do business that has significantly impacted our margins, profits and the sustainability of certain product
categories. Despite a modest increase in sales, we reported a loss this quarter, primarily due to, one, a lower top line that did not enable us to realize as much
efficiency as we had hoped (technical difficulty) [rising cause] basis and our decision to exit the portable nav category.

Transportation expense on both international inbound containers and domestic freight has risen dramatically. Fuel surcharges in some cases are as high as
(technical difficulty) [38]%. Rising oil costs lower our first gross margin. In addition, our margins have been impacted by higher costs of finished goods from
our China manufacturers as they (technical difficulty) with accumulated increases in labor, raw material, fuel-related
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expenses and foreign exchange appreciation. They simply cannot hold the line. I believe these price increases are not the traditional short-term or periodic
spikes we have when supply is short and demand is high. These increases are likely to be sustained over the foreseeable future, and based on that belief, we
have advised our customer base of an across-the-board price increase to cover the additional expenses we are incurring in manufacturing and transportation.
The new pricing started to go into effect July 1st, and I anticipate that it will [take] most of the second quarter to stabilize margins and bring them back to the
levels that we have projected.

In years past, we have exited nonprofitable business lines, or ones that do not meet our profitability targets. After taking a long and hard look at industry trends
and a highly competitive and mature market with lowering ASPs, we have decided to exit the portable nav business. Although this has been a growth category
in consumer electronics, it is not (technical difficulty) where we see that we can grow market share and meet gross margin targets. The category is dominated
by five companies who, combined, have a 96% market share; and of those five, three account for 88%. These market leaders have been very aggressive in
their pricing strategy for Black Friday and Christmas promotions, especially in light of our opening price point, making it very difficult. These price moves
were made after we spoke last quarter and, as I've said, make it increasingly difficult to meet necessary levels to sustain our position in the category.

Therefore, our decision to exit now. During the quarter, we have taken a $2.9 million charge to [liquidate] inventories of our portable nav equipment and
eliminate the expenses associated with the sale and support of these products. By exiting the business altogether, the impact to our top line is expected to be
approximately $15 million annually.

Looking at the overall picture, our inventory positions are in line, and there is no one product category that we believe is at substantial risk at this time. As I've
said before, the consumer electronics industry changes rapidly with new technologies constantly arriving and others maturing and even commoditizing. From
time to time, this market shifting may cause us to choose or limit our exposure or exit business lines like the one we are announcing today. But bear in mind
that new technologies also give us opportunities to grow, and we expect that to continue.

The state of today's economy demands that every single aspect of our business be under constant review. We are looking aggressively to find cost savings and
productivity improvements as we integrate and maximize the synergies of our recent acquisitions. We have raised prices to help minimize the effect of rising
costs and restore our margins. We have eliminated slow-moving and marginally profitable products and product lines that put a drag on our margins. We
continue to scale back expenses in each of our domestic operations as we achieve the synergies we identified in each acquisition, and we are looking at every
expense and line item to manage our business most effectively during this downturn.

Our size and product depth is allowing us to make inroads with a customer base increasingly interested in consolidating their vendor partners to reduce their
own costs. We have improved our position at retail across the board. We continue to introduce new products with their higher gross margins into all of our
lines. Innovative new products remain key drivers of the consumer electronics business and Audiovox as well, and we continue to investigate new product
categories and markets, keeping pace with technological developments that might signal the next trend.

Our first-quarter was weak, as we knew it would be. We are very mindful of the concern that higher energy prices will hurt consumer spending, which
accounts for more than two-thirds of the US economy.

Finally, as far as our plans for acquisitions, we will maintain the schedule I announced on the last call, which is to take most of this year to complete the
synergies that drove our acquisitions last year but be prepared to re-enter the M&A market towards the end of the year.

Despite all of the negative economic data and the state of global markets, I remain optimistic about Audiovox's future. We are not happy with our first quarter
results, and we do anticipate that the current economic climate will continue to impact our second quarter.

I have previously announced $8 million in targeted cost cuts with lower sales volumes expected. We are in the process of reviewing our overhead structure and
we will make additional cuts so we are positioned to be profitable. We have a light debt load, a positive cash position and will aggressively manage our
business through this uncertain period.

I would like to thank you for your time and support, and I will now turn the call over to Mike, and then we will open it up for some questions. Michael?

 
 Michael Stoehr - Audiovox Corporation - - CFO
 
 Thank you, Pat, good morning, everyone. I will begin discussing our first quarter and then provide some details on our balance sheet.
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For the first quarter of 2009, sales were $144.6 million, an increase of 12.5% compared to $128.3 million that was reported in the first quarter of last year. This
increase, as Pat noted, was a result of higher sales in our electronics group offset by declines in the accessories group. Accessories sales were $113.7 million
compared to $95 million, an increase of 19.7%. The increase was a result of higher sales in our consumer group as a result of, one, sales of the RCA
audio/video acquisition and increased sales in our regular consumer business and, finally, increased sales in our security line. These increases were offset by
declines in the mobile audio and video groups.

The accessories sales were $30.9 million and declined 7.2% compared to $33.3 million in the first quarter of last year. The decreases in sales were a result of
lower accessories sales in the United States and Canada, offset by increases in OEHLBACH in Europe and our recent Technuity acquisition.

Gross margins were 15.6% for the first quarter of 2009 versus 18.1% for the first quarter last year. Our margins were impacted by four major factors. One, as a
result of the review of our portable navigation product line, as Pat outlined, and also the amount of capital that we would be required to go onto the second
generation, we have chosen to exit this product group. This exit from the nav line required us to take a provision of $2.6 million on the remaining $5.6 million
in inventory and an additional provision of $300,000 for tooling and other related costs. This provision represents approximate 2% impact on our margins. The
gross margin adjusting for these provisions was 17.6%.

Two, our vendors raised our prices as a result of their higher labor costs, energy-related costs on production and the devaluation of the United States dollar.

Three, increased cost of inbound freight from vendors to our warehouse locations, whether by ocean or airfreight. Again, this was due to higher energy costs.

And, four, increased outbound freight costs to our customers as a result of increased fuel charges, and as Pat has mentioned, upwards to 38%. We are currently
implementing price increases in many of our key product categories to offset the impact of these higher costs.

Operating expenses were $30.4 million for the quarter, an increase of $5.6 million versus $24.8 million last year. Included in overhead were the operating
expenses of the RCA audio/video, Incaar and Technuity acquisitions, which were not included last year. The expenses related to our recent acquisitions, which
was accessories, audio/video, OEHLBACH and Technuity, were $10.9 million for the quarter. Further, our core overhead was impacted last year by the
reduction of a call-put liability calculation which did not occur this year. Excluding this benefit, the core overhead adjusted for acquisition was down
approximately 3.7%.

As a result of the current state of the economy, we had a smaller increase in sales than anticipated. The effect of energy costs on our credit expense, increased
vendor prices, the discontinuation of the portable navigation line, all of which impacted our margins and, finally, the increased overhead plan to support
anticipated higher sales, which did not occur, we reported a loss of $5.2 million or $0.23 a share versus $121,000 profit of $0.01 a share last year from
continuing ops.

On the balance sheet, net cash provided from operation was $25.7 million, principally as a result of reductions in accounts receivable, inventory and vendor
receivables. Our cash balances increased to $70 million from $39.3 million February 29. Accounts receivable [terms] were 5.5 times, and inventory returns
were 3.7 times. Our working capital was $276.3 million, which includes cash and equivalents of $70 million, compared to $275.8 million as of February 29,
2008, which includes cash and cash equivalents of $39.3 million. We also are beginning to have reviewed and continue to adjust our buying in light of the
current economic situation.

I'll turn the call back to Pat, and we can begin the questions and answers.

 
 Patrick Lavelle - Audiovox Corporation - - President & CEO
 
 Thank you, Mike. If anyone has any questions?

 QUESTION AND ANSWER
 

 
Operator
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 (OPERATOR INSTRUCTIONS) Jim Barrett, C.L. King & Associates.

 
 Jim Barrett - CL King & Associates - Analyst
 
 Pat, could you talk a bit about the pricing you took on July 1st? First of all, have any of your customers resisted the price increase?

 
 Patrick Lavelle - Audiovox Corporation - - President & CEO
 
 Everyone resists, but must everyone knows what's happening and we're not the only company that is coming to them now. Everybody tried to hold the
position as much as they can. But with the cost increases coming from the manufacturing base and the cost to bring products in and ship products around,
everybody understands that there needs to be an adjustment. We have started the process. In some cases, our contract with customers require us that we advise
them and give them 60 days notice for them to accept the increase. That's why I'm saying it's taking most of this quarter in order to get the price increases in
place.

 
 Jim Barrett - CL King & Associates - Analyst
 
 Do you expect to fully recover the inflationary costs that Audiovox has experienced with these price increases? And can you provide us with a range in terms
of what the price increases have been?

 
 Patrick Lavelle - Audiovox Corporation - - President & CEO
 
 We will recover the increased cost. On margins, we have very competitive margins within this industry, so there's not anything that we can give up. So we will
be getting our margin back to where we have projected it to be and where it needs to be. I will refrain from giving you any hard numbers, as that could be used
against me competitively.

 
 Jim Barrett - CL King & Associates - Analyst
 
 In terms of your vendors, do your contracts with them state that they are required to give you 60 days notice before taking pricing?

 
 Patrick Lavelle - Audiovox Corporation - - President & CEO
 
 In some cases, yes; in some cases, no. We have been working with them to forestall any increases for quite some time. The problem in China is that this is a
cumulative effect of a number of different factors that are finally getting to the tipping point where they cannot absorb these increases any longer. When we
first heard and we first had our first appreciation where the renminbi went against the dollar, they absorbed it. But when you take it and you keep moving it --
and the appreciation of the renminbi is about 14% since it started to change -- you take that, you take the fuel-related expenses on top of that, raw material
expenses on top of that, they just can't hold the line.

And one of the things the China government did earlier this year, in January -- they made law changes that are pushing up labor costs approximately 30%.

 
 Michael Stoehr - Audiovox Corporation - - CFO
 
 Also, our inventory is turning so fast that we take these price increases right through very quickly.

 
 Jim Barrett - CL King & Associates - Analyst
 
 Finally, just one final question for you, Pat, although I think you did touch upon it, in that you said you have improved your position in retail across the board.
When I look at the core business, in the aggregate, have you maintained shelf space? Have you maintained listings with retailers?

 
 Patrick Lavelle - Audiovox Corporation - - President & CEO
 
 Sure. We have not lost any position at retail. There was one program that we initially knew when we took over the (technical difficulty) group that would go
away, and we knew that when we bought the Company. Subsequent to that, we have added on retail. We've recently added a large retailer to our accessory
group that should give them a nice boost. But our core business, our consumer business, that core is up over last year, primarily driven by the fact that the LCD
shortages have abated and we've gotten back to more normal sales of those products. But our position at retail is stronger today than it has ever been. We have
more SKUs at more retailers, more major retailers, than ever before. So from a retail standpoint, I think we're positioned very well.

On the automotive side, we have more business with the OEMs, and our business with the OEMs are not like what we would see with Delphi or Visteon.
These are much smaller programs, these are more niche programs, programs that they do need, especially in light of their lower sales, they are pushing
accessories. So we are positioned better there as well. As far as a general aftermarket, whether it be retailer or expediter, our position remains the same.

So what we really need is a rise in retail sales of either vehicles or retail sales in general to move our products off the shelf.

 
Operator
 
 (OPERATOR INSTRUCTIONS). There are no questions at this time.



 
 Patrick Lavelle - Audiovox Corporation - - President & CEO
 
 Well, thank you all for calling in this morning. Thank you for your support of Audiovox and I wish you a good day and a good weekend. Thank you.

 
Operator
 
 Ladies and gentlemen, thank you for your participation in today's conference. This concludes the presentation. You may now disconnect. Good day.
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