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VTEL Announces Second Quarter Financial Results

Reports Operating Profit for First Full Quarter as Independent Company

AUSTIN, Texas (July 30, 2002) -- VTEL Products Corporation, a worldwide leader in the Video Conferencing industry, today reported its operating results for the second quarter ended June 28, 2002. 

 Second quarter consolidated net revenues were $6.3 million, compared to $3.0 million recorded for the first operating quarter of 2002.  Operating profit was $599 thousand compared to an operating loss of $800 thousand in the first quarter of 2002.

“In the second quarter VTEL Products Corp. achieved several significant milestones in both new products and strategic partnerships,” said Bob Swem, President and CEO.  “On the strategic front, VTEL Products signed an agreement with MINDS, a leading developer of educational content software. The MINDSconnects™ software enables educational content sourcing and delivery and provides powerful on-line training modules for the end-user.  This software will be shipped free of charge with every system delivered to education customers starting in the middle of the third quarter. This enhancement reinforces VTEL as the pre-eminent provider of total solutions to education customers. 

 “In addition, our internal product development team launched several new PC-integrated products, including the Vista product line, consisting of the Vista MX small footprint model which is designed to sit on the monitor, the Vista VX model which is a rack mounted version, and a full sized Vista PRO system which is targeted towards integrated room solutions. All of these models utilize our new user interface that is being praised by our end users all over the world.

“Several significant wins in the second quarter provided us with the opportunity to provide video solutions for our customers. We shipped several IP systems and a bridge to the Mental Health and Mental Retardation department of the Texas State Government through our reseller, SBC Corporation. We also shipped multiple systems to the Texas State Library system and to the State of Illinois. Weld County, Colorado was another new customer that also made a purchase of a large pilot order of our systems.

 “We had an exceptionally good quarter in China with large shipments to China Telecom, Beijing Government, People’s Insurance, and Jiangshu Post. We expect the Vista product line to be very successful in China because of its focus on IP connectivity and inherent ease of use and affordability. We continue to be encouraged about our future growth prospects as we work with both resellers and customers to meet their needs and grow the business. Customer feedback indicates that we are once again on the right track in meeting the needs of both the end users and the resellers. Releases we will make in both products and services over the next few months will further solidify the confidence placed in us by our customers.”

 “VTEL Products Corp. generated a 39 percent gross margin and a 9.4 percent operating margin in the second quarter,” said Cherie Young, Controller.  “We continue to have sufficient financing from Silicon Valley bank and are confident that we will have sufficient financing to continue to grow the business at the planned rates. We have shipped more than a third of the projected U.S. revenue for the 3rd quarter and have sufficient backlog already to likely meet or exceed our third quarter plan.

“We also took this opportunity to write down inventory that had become surplus while we negotiated the buy-out with Forgent. The time from the announcement to the actual transfer of ownership was more than 6 months. During that time we saw the buying patterns shift from older products and peripherals to some of the newer features in the VTEL products. We believe this inventory write-off will be a one-time non-cash charge as we transition to the Vista product line and introduce low-cost programs for our existing Galaxy customers interested in upgrading their systems to Vista.

“Because Forgent Corporation owes VTEL Products Corporation in excess of $500 thousand in trade payables incurred since the employee buy-out on January 24th we have not yet paid the first of two notes outstanding related to the sale of the business. We expect to continue to work with them to settle the payment on the first loan, which has a principal amount of $986 thousand.  Scheduled payments on the second note are not due to commence until August and we expect to make those payments as set forth in our buy-out agreement.”

About VTEL Products Corporation

VTEL Products Corp. develops, manufactures and markets solutions consisting of high-quality, easy-to-use, affordable video communication endpoints, video management software, multi-network gateways, and multi-point conferencing and network access solutions. Additional information about VTEL Products Corp. is available at www.vtel.com.


 VTEL, the VTEL logo, Vista, and Galaxy are trademarks of VTEL Products Corporation.  MINDSconnects is a  trademark of Multimedia Instructional Network Delivery System, LLC. 

	VTEL Products Corporation
	
	
	

	Income Statement
	
	
	

	
	3 months ended June 28, 2002
	
	5 months ended June 28, 2002

	REVENUE
	 
	
	 

	
	
	
	

	Product
	$   6,142,096 
	
	$  9,088,815 

	Service
	        208,896 
	
	       299,805 

	Total Revenue
	      6,350,992 
	
	    9,388,621 

	
	
	
	

	COST OF GOODS SOLD
	
	
	

	Product
	      3,701,255 
	
	    5,309,864 

	Service
	        161,494 
	
	       244,524 

	Total Cost of Goods Sold
	      3,862,749 
	
	    5,564,388 

	
	
	
	

	GROSS MARGIN
	
	
	

	Product
	      2,440,841 
	
	    3,768,951 

	Service
	          47,402 
	
	         55,282 

	Total Gross Margin
	      2,488,243 
	
	    3,824,233 

	
	
	
	

	Margin Percentage
	39%
	
	41%

	
	
	
	

	OPERATING EXPENSE
	
	
	

	General and Administrative
	        353,961 
	
	       840,780 

	Sales and Marketing
	        968,588 
	
	    1,886,083 

	Development
	        566,991 
	
	    1,299,066 

	Total Operating Expense
	      1,889,540 
	
	    4,025,929 

	
	
	
	

	Operating Income Before Extraordinary Item
	        598,703 
	
	      (201,696)

	
	
	
	

	Extraordinary Inventory  Write Off
	     (1,000,000)
	
	   (1,000,000)

	
	
	
	

	Operating Income (Loss)
	       (401,297)
	
	   (1,201,696)

	
	
	
	

	OTHER INCOME AND EXPENSE
	
	
	

	Interest Income
	                 -   
	
	         10,476 

	Interest Expense
	         (83,074)
	
	      (107,271)

	Other Income and Expense
	          34,784 
	
	         26,066 

	Gain or Loss on Purchase of Subsidiary
	                 -   
	
	       252,903 

	Total Other Income and Expense
	         (48,290)
	
	       182,174 

	
	
	
	

	Pretax Income/(Loss)
	       (449,587)
	
	   (1,019,522)

	Provision for Tax
	
	
	

	
	
	
	

	Net Income (Loss)
	       (449,587)
	
	   (1,019,522)

	
	
	
	


	VTEL Products Corporation
	

	Balance Sheet
	

	As of June 28, 2002
	

	
	

	
	

	ASSETS
	

	Cash & Equivalents
	   $     2,275,836 

	Accounts Receivable
	          2,450,916 

	Inventories
	          3,328,704 

	Prepaid expenses and others
	             429,713 

	Current Assets
	          8,485,169 

	
	

	Property and equipment
	          1,198,144 

	Less accumulated depreciation
	            (269,054)

	Property and equipment, net
	             929,090 

	Intangible Assets
	          1,391,441 

	Other Assets
	             366,665 

	Total Assets
	        11,172,365 

	
	

	
	

	LIABILITIES
	

	Accounts Payable
	          2,706,034 

	Accrued Expenses
	             136,656 

	Accrued Compensation and Benefits
	             241,088 

	Notes Payable - Current portion
	             989,000 

	Deferred Revenue - Current
	             200,974 

	Other Short term Liabilities
	             119,362 

	Total Current Liabilities
	          4,393,114 

	
	

	Long-Term Liabilities
	

	Line of credit
	          1,038,425 

	Notes Payable
	          5,000,000 

	Total Long-Term Liabilities
	          6,038,425 

	
	

	Total Liabilities
	        10,431,539 

	
	

	SHAREHOLDERS EQUITY
	

	Common Stock
	          1,760,348 

	Year to Date Net Income
	         (1,019,522)

	Retained Earnings
	                     -   

	Total Shareholders Equity
	             740,826 

	
	

	Total Liabilities & Equity
	        11,172,365 
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