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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended September 30, 2012

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number 001-33337

COLEMAN CABLE, INC.

(Exact Name of Registrant as Specified in its Charter)
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Delaware 36-4410887
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

1530 Shields Drive, Waukegan, Illinois 60085
(Address of Principal Executive Offices)
(847) 672-2300
(Registrant s Telephone Number, including Area Code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. x Yes ~ No

Indicate by check mark whether the registrant has submitted electronically and posted on its Web Site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). x Yes = No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer ~ Accelerated filer X
Non-accelerated filer ~~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). = Yes x No

Common shares outstanding as of October 31, 2012: 17,791,251
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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements

COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Thousands, except per share data)

(unaudited)

NET SALES
COST OF GOODS SOLD

GROSS PROFIT

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
INTANGIBLE ASSET AMORTIZATION
RESTRUCTURING CHARGES

OPERATING INCOME

INTEREST EXPENSE

GAIN ON AVAILABLE FOR SALE SECURITIES
OTHER LOSS, NET

INCOME BEFORE INCOME TAXES
INCOME TAX EXPENSE

NET INCOME

EARNINGS PER COMMON SHARE DATA

NET INCOME PER SHARE:

Basic

Diluted

WEIGHTED AVERAGE COMMON SHARES OUTSTANDING
Basic

Diluted

CASH DIVIDENDS DECLARED PER COMMON SHARE

Three Months Ended

September 30,
2012 2011
$229,301 $234,851
194,948 200,233
34,353 34,618
15,880 14,986
2,189 1,950
959 1,061
15,325 16,621
6,919 7,086
227 418
8,179 9,117
2,725 2,637
$ 5454 $ 6,480
$ 0.32 $ 0.37
0.31 0.37
17,071 17,212
17,301 17,465
$ 002 $

See notes to condensed consolidated financial statements.
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$

$

Nine Months Ended

September 30,

2012 2011
681,023 $ 660,502
580,018 563,617
101,005 96,885

47,354 46,480

5,755 5,282
1,314 1,256
46,582 43,867
20,963 21,183
(753)
230 332
25,389 23,105
8,579 7,023
16,810 $ 16,082
0.98 $ 0.92
0.96 0.91
17,077 17,141
17,311 17,362
0.04 $
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COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Thousands)
(unaudited)
Three Months
Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
NET INCOME $ 5,454 $ 6,480 $ 16,810 $16,082
OTHER COMPREHENSIVE INCOME (LOSS)
Foreign currency translation adjustments, net of tax of $(134) and $166, $(120) and $151,
respectively 365 452) 326 (53)
Unrealized investment gain, net of tax of $424 (89)
Pension adjustments, net of tax of $2, $1, $4, $(1), respectively 3) 2) (12) 2
OTHER COMPREHENSIVE INCOME (LOSS) 362 (454) 314 (140)
COMPREHENSIVE INCOME $5,816 $ 6,026 $17,124 $15,942

See notes to condensed consolidated financial statements.
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COLEMAN CABLE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Thousands, except per share data)

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Accounts receivable, net of allowances of $3,431 and $2,811, respectively
Inventories

Deferred income taxes

Assets held for sale

Prepaid expenses and other current assets

Total current assets

PROPERTY, PLANT AND EQUIPMENT, NET
GOODWILL

INTANGIBLE ASSETS, NET

DEFERRED INCOME TAXES

OTHER ASSETS

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS EQUITY
CURRENT LIABILITIES:

Current portion of long-term debt

Accounts payable

Accrued liabilities

Total current liabilities

LONG-TERM DEBT

OTHER LONG-TERM LIABILITIES

DEFERRED INCOME TAXES

COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS EQUITY:

Common stock, par value $0.001; 75,000 authorized; 17,051 and 16,939 issued and outstanding,
respectively

Treasury stock, at cost; 390 and 320 shares, respectively
Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive income (loss)

Total shareholders equity
TOTAL LIABILITIES AND EQUITY

See notes to condensed consolidated financial statements.
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September 30,
2012

(unaudited)

$ 5,328
137,753
126,360

3,392
546
7,105

280,484

79,359
66,690
39,607
93
7,069

$ 473,302

$ 174
37,031
32,663

69,868

347,536
2,510
8,073

17
(3,446)

94,328
(45,713)

129

45,315

$ 473,302

December 31,
2011

$ 9,746
120,567
108,689

3,355
546
10,288

253,191

58,957
56,724
28,340
376
8,148

$ 405,736

$ 166
29,081
35,762

65,009

302,935
3,194
6,503

17
(2,789)
92,871
(61,819)
(185)

28,095

$ 405,736
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COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOW FROM OPERATING ACTIVITIES:
Net income

(Thousands)

(unaudited)

Adjustments to reconcile net income to net cash flow from operating activities:

Depreciation and amortization
Stock-based compensation

Foreign currency transaction loss

Gain on available for sale securities
Excess tax benefits from stock-based compensation
Deferred taxes

(Gain)/loss on disposal of fixed assets
Changes in operating assets and liabilities:
Accounts receivable

Inventories

Prepaid expenses and other assets
Accounts payable

Accrued liabilities

Net cash flow from operating activities

CASH FLOW FROM INVESTING ACTIVITIES:
Capital expenditures

Proceeds from sale of fixed assets

Acquisition of businesses, net of cash acquired

Net cash flow from investing activities

CASH FLOW FROM FINANCING ACTIVITIES:
Borrowing under revolving loan facility

Repayments under revolving loan facility

Payment of deferred financing fees

Treasury stock purchases

Excess tax benefits from stock-based compensation
Repayment of long-term debt

Dividends paid

Proceeds from option exercises

Net cash flow from financing activities

Effect of exchange rate changes on cash and cash equivalents
DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS Beginning of period

CASH AND CASH EQUIVALENTS End of period

Table of Contents

Nine Months Ended September 30,

2012
$ 16,810

17,241
1,169
252

(625)
1,865
(41)

(14,792)

(15,443)
3317
8,721

(5,128)

13,346

(28,700)
24
(33,090)

(61,766)

332,996
(288,626)

(657)
625
(124)
(704)

14

43,524

478
(4,418)

9,746

$ 5,328

$

$

2011
16,082

15,601
2,781
332
(753)
(512)
(3,982)
161

(15,123)

(26,474)
2,067
7,929

(3,483)

(5,374)

(10,479)
10
(58,872)

(69,341)

164,145
(114,557)
(1,309)
(815)
512
)

81

48,052

(686)
(27,349)
33,454

6,105
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NONCASH ACTIVITY

Unpaid capital expenditures 176

Unpaid business acquisition consideration

SUPPLEMENTAL CASH FLOW INFORMATION

Income taxes paid, net 1,918

Cash interest paid 26,074
See notes to condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS

BALANCE January 1, 2011

Stock awards
Comprehensive Income
Treasury shares repurchased
Stock-based compensation

BALANCE September 30, 2011
BALANCE January 1, 2012

Stock awards

Stock options excercised
Comprehensive income
Dividends paid

Treasury shares repurchased
Stock-based compensation

BALANCE September 30, 2012

Table of Contents

COLEMAN CABLE, INC. AND SUBSIDIARIES

(Thousands)
(unaudited)
Retained
Common Additional Earnings
Stock Common Treasury Paid-in (Accumulated
Outstanding Stock Stock Capital Deficit)
16,939 $ 17 $ 0 $ 90,483 $  (79,260)
198
16,082
(1,113)
2,031
17,137 $ 17 $ (1,113) $ 92,514 $ (63,178)
16,939 $ 17 $ (2,789 $ 92,871 $ (61,819
179
3 14
16,810
(704)
(70) (657)
1,443
17,051 $ 17 $ (3,446) $ 94,328 $ (45,713)

See notes to condensed consolidated financial statements.

EQUITY

Accumulated
Other

Comprehensive
Income
(Loss)
$ (18)

(140)

$ (158)

$ (185)

314

$ 129

Total
$11,222

15,942
(1,113)
2,031

$ 28,082

$ 28,095

14

17,124
(704)
(657)

1,443

$45,315

10
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COLEMAN CABLE, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Thousands, except per share data)
(unaudited)
1. BASIS OF PRESENTATION

The accompanying condensed consolidated financial statements include Coleman Cable, Inc. and all of its subsidiaries (the Company, Coleman,
we, us, or our ). The condensed consolidated financial statements included herein are unaudited. The preparation of the condensed consolidated

financial statements is in conformity with the rules and regulations of the Securities and Exchange Commission (the SEC ) and in accordance

with United States ( U.S. ) generally accepted accounting principles ( GAAP ) for interim financial information. Certain information and footnote

disclosures normally included in financial statements prepared in accordance with U.S. GAAP have been condensed or omitted pursuant to such

rules or regulations. The condensed consolidated financial statements reflect all adjustments (consisting only of normal recurring adjustments)

which are, in the opinion of management, necessary for a fair presentation in conformity with U.S. GAAP. All amounts are in thousands, unless

otherwise indicated. The condensed consolidated financial statements should be read in conjunction with the consolidated financial statements

and notes thereto included in the Company s Form 10-K for the fiscal year ended December 31, 2011. The results of operations for the interim

periods should not be considered indicative of results to be expected for the full year.

2. NEW ACCOUNTING PRONOUNCEMENTS

Accounting Standards Update No. 2011-04  Fair Value Measurement (Topic 820): Amendments to Achieve Common Fair Value Measurement
and Disclosure Requirements in U.S. GAAP and IFRSs ( ASU No. 2011-04 )

ASU No. 2011-04 generally provides a uniform framework for fair value measurements and related disclosures between GAAP and
International Financial Reporting Standards ( IFRS ). Additional disclosure requirements in the update include: (1) for Level 3 fair value
measurements, quantitative information about unobservable inputs used, a description of the valuation processes used by the entity, and a
qualitative discussion about the sensitivity of the measurements to changes in the unobservable inputs; (2) for an entity s use of a nonfinancial
asset that is different from the asset s highest and best use, the reason for the difference; (3) for financial instruments not measured at fair value
but for which disclosure of fair value is required, the fair value hierarchy level in which the fair value measurements were determined; and

(4) the disclosure of all transfers between Level 1 and Level 2 of the fair value hierarchy. This update, which was effective for the first quarter of
2012, did not have a significant impact on the Company s results of operations, financial position and cash flows.

Accounting Standards Update No. 2011-05  Comprehensive Income (Topic 220): Presentation of Comprehensive Income ( ASU
No. 2011-05 )

ASU No. 2011-05 amends existing guidance by allowing only two options for presenting the components of net income and other
comprehensive income: (1) in a single continuous financial statement, statement of comprehensive income or (2) in two separate but consecutive
financial statements, consisting of an income statement followed by a separate statement of other comprehensive income. Also, items that are
reclassified from other comprehensive income to net income must be presented on the face of the financial statements. The Company adopted
this standard during the first quarter of 2012. The Company has presented comprehensive income using two separate financial statements for
2012.

Accounting Standards Update No. 2011-08, Intangibles  Goodwill and Other (Topic 350): Testing Goodwill for Impairment ( ASU
No. 2011-08 )

ASU No. 2011-08 amends existing guidance by permitting an entity to first assess qualitative factors to determine whether it is more likely than
not that the fair value of a reporting unit is less than its carrying amount as a basis for determining whether it is necessary to perform the
two-step goodwill impairment test described in ASC 350. The more-likely-than-not threshold is defined as having a likelihood of more than 50
percent. If, after assessing the totality of events or circumstances, an entity determines it is not more likely than not that the fair value of a
reporting unit is less than its carrying amount, then performing the two-step impairment test is unnecessary. This update, which was effective for
the first quarter of 2012, did not have a significant impact on the Company s results of operations, financial position, and cash flows.

Table of Contents 11
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Accounting Standards Update No. 2011-11  Balance Sheet (Topic 210): Disclosures about Offsetting Assets and Liabilities ( ASU
No. 2011-11 )

ASU No. 2011-11 amends existing guidance by enhancing disclosures required by U.S. GAAP by requiring improved information about
financial instruments and derivative instruments that are either (1) offset in accordance with either Section 201-20-45 or Section 815-10-45 or
(2) subject to an enforceable master netting arrangement or similar agreement, irrespective of whether they are offset in accordance with either
Section 210-20-45 or Section 815-10-45. This information will enable users of an entity s financial statements to evaluate the effect or potential
effect of netting arrangements on an entity s financial position, including the effect or potential effect of rights of setoff associated with certain
derivatives, sale and repurchase agreements and reverse sale repurchase agreements, and securities borrowing and securities lending
arrangements. ASU No. 2011-11 requires retrospective application, and it is effective for fiscal years, and interim periods within those years,
beginning on or after January 1, 2013. The Company is currently evaluating the impact ASU No. 2011-11 will have on its financial statements
but does not expect it to have a material impact on the Company s results of operations, financial position and cash flows.

Accounting Standards Update No. 2012-04 ~ Technical Corrections and Improvements ( ASU No. 2012-04 )

ASU No. 2012-04 contains amendments to clarify the Accounting Standards Codification ( ASC ), correct unintended application of guidance, or
make minor improvements to the ASC that are not expected to have a significant effect on current accounting practice or create significant
administrative cost to most entities. Additionally, the amendments are intended to make the ASC easier to understand and the fair value
measurement guidance easier to apply by eliminating inconsistencies and providing needed clarifications. The amendments that do not have
transition guidance were effective upon issuance. The amendments that are subject to the transition guidance will be effective for fiscal periods
beginning after December 15, 2012. The amendments that were effective immediately and the adoption of amendments that are subject to the
transition guidance will not have a material impact on the Company s results of operations, financial position, and cash flows.

3. ACQUISITIONS
2012 Acquisition Watteredge

On May 31, 2012, Coleman, through a 100%-owned subsidiary, completed the acquisition of most of the operating assets (and assumed certain
liabilities) of Watteredge, Inc., an Ohio corporation that designs, manufactures and sells secondary power connectors, including electric arc
furnace cables, resistance welding cables, industrial high-performance copper bus and accessories, and other high performance power
conduction devices and accessories. Watteredge serves the steel, chemical, chlorine, power generation, fiberglass and automotive industries and
sells its products and services worldwide. Coleman retained Watteredge s workforce and has continued all of Watteredge s production at its
current manufacturing plant in Avon Lake, Ohio. We believe the acquisition of Watteredge strengthens and provides for greater diversification
of our overall portfolio.

The acquisition of the assets of Watteredge, whose sales were nearly $25,000 for 2011, was structured as an all-cash transaction valued at
approximately $33,922 (equal to a $35,000 preliminary purchase price adjusted by a $1,078 working capital adjustment). The transaction was
funded with proceeds from Coleman's existing credit facility. Watteredge has been included as a component of our Engineered Solutions
segment reported herein.

2011 Acquisitions

During the second quarter of 2011, we utilized cash on hand, as well as borrowings under our existing credit facility to complete three business
combination transactions (collectively, the 2011 Acquisitions ), as set forth below. Each of these 2011 Acquisitions was structured as an all-cash
transaction, with aggregate consideration totaling $68,900. As discussed below, $2,331 of the TRC (as defined below) consideration consisted of
our previously existing ownership interest.

Acquisition of the Assets of The Designers Edge ( DE )

On April 1, 2011, we acquired certain assets of DE, a leading designer and distributor of specialty lighting products in the U.S. and Canada. The
total purchase price for the assets acquired, primarily trade receivables and merchandise inventories, was $10,092. The acquisition of DE s assets
significantly expanded our product portfolio across a wide range of lighting product categories, including industrial, work and utility, as well as

products for security and landscape applications. We fully integrated the acquired assets of DE into our existing Distribution segment during the
second quarter of 2011.

Acquisition of the Assets of First Capitol Wire and Cable ( FCWC ) and Continental Wire and Cable ( CWC )

Table of Contents 13
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On April 29, 2011, we acquired the assets of FCWC and CWC, both of which were privately-held entities based in York, Pennsylvania, with
CWC being a 100%-owned subsidiary of FCWC. These two entities are leading manufacturers of industrial wire
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and cable products used across a number of commercial, utility and industrial end-markets. The total purchase price for the assets acquired,
primarily merchandise inventories and production equipment, was $7,298. The acquisition of the assets of FCWC and CWC allowed us to
expand our capabilities, product offerings and capacity for producing a wide assortment of high-quality industrial cables. We fully integrated the
assets of FCWC and CWC into our existing operations during the second quarter of 2011.

Acquisition of Technology Research Corporation ( TRC )

On May 16, 2011, we completed the acquisition of 100% of the outstanding stock of TRC, pursuant to a merger agreement under which each
outstanding share of TRC common stock was converted into the right to receive $7.20 per share payable in cash. TRC is a recognized leader in
providing cost effective engineered solutions for applications involving power management and control, intelligent battery systems technology
and electrical safety products based on proven ground fault sensing and Fire Shield® technology. These products are designed, manufactured and
distributed to the consumer, commercial and industrial markets worldwide. TRC also supplies power monitors and control equipment to the
United States military and its prime contractors. We believe the TRC acquisition both strengthens and diversifies our overall portfolio. The total
purchase price consideration for TRC was $51,510, including the acquisition-date fair value of an approximate 4.8% interest in TRC s common
stock acquired by Coleman prior to submitting its acquisition proposal for TRC.

We integrated a portion of TRC s legacy business into our Distribution segment during 2011. The remainder of TRC s legacy business, its
military and specialty vehicle business, is a component of the Engineered Solutions segment reported herein.

As noted above, our pre-existing 4.8% interest in TRC was accounted for as a component of the overall purchase price for TRC. Accordingly,
using the tender offer price of $7.20 per share, the value of this component of total consideration was $2,331, with the difference between this
calculated fair value and our cost basis in the 4.8% pre-existing interest recognized as a $753 gain in our condensed consolidated statement of
income at the time of the acquisition in accordance with the applicable accounting rules.

Each of the above acquisitions has been included in our condensed consolidated financial statements, including our results of operations,
beginning from each respective acquisition date. Accordingly, the condensed consolidated statements of income for the three and nine months
ended September 30, 2012 includes the full impact of operations for the assets acquired in connection with the 2011 Acquisitions, but only three
and four months, respectively, of results for Watteredge. The condensed consolidated statements of income for the three and nine months ended
September 30, 2011 includes three and six months of operations for the assets acquired in connection with the DE acquisition, approximately
three and five months of operations for the assets acquired in connection with the FCWC and CWC acquisition, and approximately three and
four and one half months of operations related to TRC.

We incurred acquisition-related costs, including outside legal, consulting and other fees, of $77 and $443 for the three and nine months ended
September 30, 2012, respectively. We incurred acquisition-related costs, including outside legal, consulting and other fees, of $223 and $2,801
for the three and nine months ended September 30, 2011, respectively. These costs have been recorded as a component of selling, general and
administrative expenses in our condensed consolidated statements of income.

Purchase Price Allocations

Each of the above acquisitions was accounted for under the purchase method of accounting. Accordingly, we have allocated the purchase price
for each acquisition to the net assets acquired based on the related estimated fair values at each respective acquisition date. The expected
long-term growth, increased market position and expected synergies to be generated from the acquisitions are the primary factors which gave
rise to acquisition prices for each of the acquisitions which resulted in the recognition of goodwill.

The purchase price allocations for TRC, FCWC and CWC were finalized in 2011. At the end of the first quarter of 2012, we finalized our
purchase accounting for DE as certain purchase price and other matters relative to this acquisition were resolved. As a result, the total purchase
price was lowered by $833, with a corresponding reduction in the goodwill recorded with respect to this acquisition. The purchase price
allocation for Watteredge was finalized during the third quarter of 2012, which resulted in an additional deferred tax asset of $170, an increase in
purchase price of $248, and a corresponding increase recorded to goodwill of $78 during the third quarter of 2012.

The table below summarizes the final allocations of purchase price related to the 2011 Acquisitions and Watteredge.

2011 Acquisitions
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DE
Cash and cash equivalents $
Accounts receivable 2,123
Income tax receivable
Inventories 3,129

Prepaid expenses and other current assets

10
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FCWC and

$

CWC

1,631
44

TRC
$ 8,180
4,073
1,077
8,794
314

Watteredge
$
2,720

2,249
59
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Property, plant and equipment 157
Other assets

Deferred income tax asset 18
Intangible assets 2,115
Goodwill 2,550
Total assets acquired 10,092

Current liabilities
Deferred income tax liability

Total liabilities assumed

Net assets acquired $ 10,092

3,687
288

1,200
696

7,546

4,668
33

309
8,287
23,541

59,276

(4,515)

(248) (3,251)

(248) (7,766)

$7,298

$51,510

3,363

170
17,020
10,742

36,323

(2,401)

(2,401)

$33,922

A total of approximately $16,900 of goodwill is deductible for income tax purposes of which $11,348 is attributable to Watteredge. All of the
goodwill of DE, FCWC, and CWC has been assigned to our Distribution segment. TRC goodwill has been allocated between our Distribution
and Engineered Solutions segments. Watteredge goodwill has been allocated to our Engineered Solutions segment.

The purchase price allocation to identifiable intangible assets, which are all amortizable, along with their respective weighted-average

amortization periods at the acquisition date are as follows:

Weighted-Average

Amortization Period DE
Customer relationships 6 $ 900
Trademarks and trade names 6 610
Developed technology 3 560
Contractual agreements 3
Non-competition agreements 2 45
Backlog 1
Other 6
Total intangible assets $2,115

Unaudited Selected Pro Forma Financial Information

2011 Acquisitions

FCWC and
CWC TRC
$ 600 $ 1,460
600 1,450
2,000
2,900
80
340
57
$ 1,200 $ 8,287

Watteredge
$ 9,000
6,600
970
450
$ 17,020

The following unaudited pro forma financial information summarizes our estimated combined results of operations assuming that our only
material business combination consummated, TRC, which was acquired during the second quarter of 2011, had taken place on January 1, 2010.
The unaudited pro forma combined results of operations were prepared using historical financial information of TRC, and we make no
representation with respect to the accuracy of such information. The pro forma combined results of operations reflect adjustments for interest
expense, depreciation adjustments based on the fair value of acquired property, plant and equipment, amortization of acquired identifiable
intangible assets, income tax expense, and excludes acquisition costs. The unaudited pro forma information is presented for informational
purposes only and does not include any anticipated cost savings or other effects of integration, nor do they purport to be indicative of the results
of operations that actually would have resulted had the acquisition of TRC occurred on the date indicated or may result in the future.

Three Months
Ended September 30,
2011
Net sales $ 234,851
Net income 6,480
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Nine Months

Ended September 30,

$

2011
673,575
16,073
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4. RESTRUCTURING ACTIVITIES

We incurred restructuring costs of $959 and $1,314 during the three and nine months ended September 30, 2012, respectively. Most notably,
during the third quarter of 2012, we recorded $950 in severance, equipment moving and other closing costs incurred in connection with the
closure of our manufacturing facility in Texarkana, Arkansas. As planned, we ceased all production at this facility in July of 2012 and operations
of this facility have been moved to other existing manufacturing facilities.

We incurred restructuring costs of $1,061 and $1,256 during the three and nine months ended September 30, 2011, respectively. Most notably,
during the third quarter of 2011, we recorded $857 in severance costs for positions eliminated in connection with our realignment of our
Canadian distribution and support operations. As part of this realignment, at the end of the fourth quarter of 2011, we vacated our then-existing
Toronto-based distribution and headquarters facility, with a majority of our Canadian distribution being transitioned to our existing distribution
facility in Wisconsin and a new, smaller Toronto-based distribution facility.

11
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Our restructuring reserve was $1,600 as of September 30, 2012, recorded within accrued liabilities and other long-term liabilities, with the
majority of the total balance in the reserve representing our estimate of the remaining liability existing relative to one closed property under lease
and which is equal to our remaining obligation under such lease reduced by estimated sublease rental income reasonably expected for the
property. Accordingly, the liability may be increased or decreased in future periods as facts and circumstances change, including possible
negotiation of a lease termination, sublease agreement, or changes in the related market in which the property is located.

Lease Termination Severance & Other

Costs Closing Costs Total
BALANCE December 31, 2011 $ 2,324 $ 815 $ 3,139
Provision (65) 1,379 1,314
Cash payments (809) (2,044) (2,853)
BALANCE September 30, 2012 $ 1,450 $ 150 $ 1,600

5. INVENTORIES

Inventories consisted of the following:

September 30, 2012 December 31, 2011

FIFO cost:
Raw materials $ 49,093 $ 39,209
Work in progress 4,225 3,853
Finished products 73,042 65,627
Total $ 126,360 $ 108,689
6. ACCRUED LIABILITIES
Accrued liabilities consisted of the following:
September 30, 2012 December 31, 2011
Salaries, wages and employee benefits $ 9,088 $ 8,825
Sales incentives 9,718 10,460
Interest 3,246 9,382
Other 10,611 7,095
Total $ 32,663 $ 35,762
7. DEBT
September 30, 2012 December 31, 2011
Revolving Credit Facility expiring October 2016 $ 74,370 $ 30,000
9% Senior Notes due February 2018, including
unamortized discount of $2,398 and $2,735,
respectively 272,602 272,265
Capital lease obligations 738 836
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347,710 303,101
Less current portion (174) (166)
Long-term debt $ 347,536 $ 302,935

Senior Secured Revolving Credit Facility

On August 4, 2011, we entered into a new $250,000, five-year revolving credit facility agreement, with an accordion feature that allows us to
increase our borrowings by an additional $50,000 (the Revolving Credit Facility ). The Revolving Credit Facility replaced a $200,000 revolving
credit facility which was scheduled to expire in April of 2012. The Revolving Credit Facility, which expires on October 1, 2016, is an

asset-based loan facility, with a $20,000 Canadian facility sublimit, and which is secured by substantially all of our assets, as further detailed
below. We incurred $1,500 in fees and direct costs related to negotiating the Revolving Credit Facility. These respective fees and costs are being
amortized over the life of the revolver. At September 30, 2012, we had $74,370 in borrowings under the facility, with $126,937 in remaining
excess availability. At December 31, 2011, we had $30,000 in borrowings under the credit facility, with $120,288 in remaining excess
availability. The $74,370 in borrowings under the Revolving Credit Facility approximates fair value of such debt at September 30, 2012 (Level
2).

12
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The interest rate charged on borrowings under the Revolving Credit Facility is based on our election of either the base rate (greater of the federal
funds rate plus 0.5% and the lender s prime rate) plus a range of 0.25% to 0.75% or the Eurodollar rate plus a range of 1.50% to 2.00%, in each
case based on quarterly average excess availability under the Revolving Credit Facility. In addition, we pay an unused line fee of between 0.25%
and 0.50% based on quarterly average excess availability pursuant to the terms of the Revolving Credit Facility.

Pursuant to the terms of the Revolving Credit Facility, we are required to maintain a fixed charge covenant ratio of not less than 1.0 to 1.0 for
any month during which our excess availability under the Revolving Credit Facility falls below $30,000. Borrowing availability under the
Revolving Credit Facility is limited to the lesser of (1) $250,000 or (2) the sum of 85% of eligible accounts receivable, 70% of eligible
inventory, with a maximum amount of borrowing-base availability which may be generated from inventory of $150,000 for the U.S. portion and
$12,000 Canadian for the Canadian portion, and an advance rate to be 75% of certain appraised real estate and 85% of certain appraised
equipment and capped at $62,500, with a $15,000 sublimit for letters of credit.

The Revolving Credit Facility is guaranteed by CCI International Inc. ( CCI International ), TRC (excluding TRC s 100%-owned foreign
subsidiary, TRC Honduras, S.A. de C.V.), Patco Electronics ( Patco ), and Watteredge, each of which are 100%-owned domestic subsidiaries, and
is secured by substantially all of our assets and the assets of each of CCI International, TRC, Patco, and Watteredge, including accounts

receivable, inventory and any other tangible and intangible assets (including real estate, machinery and equipment and intellectual property) as

well as by a pledge of all the capital stock of CCI International, TRC, Patco and Watteredge and 65% of the capital stock of our Canadian

foreign subsidiary, but not our Chinese 100%-owned entity.

As of September 30, 2012, we were in compliance with all of the covenants of our Revolving Credit Facility.
9% Senior Notes due 2018 (the Senior Notes )

Our Senior Notes were issued at a discount in 2010, resulting in proceeds of less than par value. This discount is being amortized to par value
over the remaining term of the Senior Notes. As of September 30, 2012, we were in compliance with all of the covenants of our Senior Notes.

September 30, 2012
Senior Notes

Face Value $275,000
Fair Value (Level 1) $298,650
Interest Rate 9%
Interest Payment Semi-Annually February 15th and August 15th
Maturity Date February 15, 2018
Guarantee Jointly and severally guaranteed fully and unconditionally
by our 100% owned subsidiaries, CCI International, Patco,
TRC and Watteredge
Beginning Date Percentage
Optional redemption (1)(2) February 15, 2014 104.50%
February 15, 2015 102.25%
February 15, 2016 100.00%

(1) The Company may, at its option, redeem the Senior Notes, in whole at any time or in part from time to time, on or after the above-noted
dates and at the above-noted percentages of the principal amount thereof (plus interest due).

(2) In addition, the Company may, at its option, use the net cash proceeds from a public equity offering, to redeem up to 35% of the aggregate
principal amount of the Senior Notes at a redemption price equal to 109.00% of the principal amount, plus accrued and unpaid interest if
completed before February 15, 2013.

13
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8. EARNINGS PER SHARE

We compute earnings per share using the two-class method, which is an earnings allocation formula that determines earnings per share for
common stock and participating securities. Our participating securities are our grants of restricted stock, as such awards contain non-forfeitable
rights to dividends. Security holders are not obligated to fund the Company s losses, and therefore, participating securities are not allocated a
portion of these losses in periods where a net loss is recorded. As of September 30, 2012 and 2011, the impact of participating securities on net
income allocated to common shareholders and the dilutive effect of share-based awards outstanding on weighted average shares outstanding was
as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

Components of Basic and Diluted Earnings per Share 2012 2011 2012 2011
Basic EPS Numerator:
Net income $ 5,454 $ 6,480 $16,810 $ 16,082
Less: Earnings allocated to participating securities (50) (104) (153) (260)
Net income allocated to common shareholders $ 5,404 $ 6,376 $ 16,657 $ 15,822
Basic EPS Denominator:
Weighted average shares outstanding 17,071 17,212 17,077 17,141
Basic earnings per common share $ 032 $ 037 $ 098 $ 092
Diluted EPS Numerator:
Net income $ 5,454 $ 6,480 $16,810 $ 16,082
Less: Earnings allocated to participating securities 49) (103) (151) (257)
Net income allocated to common shareholders $ 5,405 $ 6,377 $ 16,659 $ 15,825
Diluted EPS Denominator:
Weighted average shares outstanding 17,071 17,212 17,077 17,141
Dilutive common shares issuable upon exercise of stock options 230 253 234 221
Diluted weighted average shares outstanding 17,301 17,465 17,311 17,362
Diluted earnings per common share $ 031 $ 037 $ 096 $ 091

Options

Options with respect to 771 common shares were not included in the computation of diluted earnings per share for the three and nine months
ended September 30, 2012 because they were antidilutive. Options with respect to 766 and 771 common shares were not included in the
computation of diluted earnings per share for the three and nine months ended September 30, 2011, respectively, because they were antidilutive.

9. SHAREHOLDERS EQUITY
Stock-Based Compensation

The Company has a stock-based compensation plan for its directors, executives and certain key employees under which the grant of stock
options and other share-based awards is authorized. We recorded $457 and $1,169 in stock compensation expense (income) for the three and
nine months ended September 30, 2012, respectively, compared to $(739) and $2,781 for the three and nine months ended September 30, 2011,
respectively. The wide fluctuations in stock-based compensation expense (income) recorded for the third quarter and first nine months of 2012,
as compared to the third quarter and first nine months of 2011, are a function of the accounting required for the cash-settled portion of our
performance-based share awards, as further explained below under Stock Awards.

Stock Options
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No stock options were issued during the first nine months of 2012.

Changes in stock options were as follows for the period from January 1, 2012 to September 30, 2012:

14
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Weighted-
Average
Weighted-Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Terms Value

Outstanding January 1, 2012 1,391 $ 11.07 5.8 $ 2,012
Granted
Exercised 3) 8.45 11
Forfeited or expired
Outstanding September 30, 2012 1,388 11.09 5.1 2,581
Vested or expected to vest 1,372 11.17 5.0 2,494
Exercisable 517 5.66 6.1 1,988

Intrinsic value for stock options is defined as the difference between the current market value of the Company s common stock and the exercise
price of the stock option. When the current market value is less than the exercise price, there is no aggregate intrinsic value.

Stock Awards

In January 2012, the Company awarded unvested common shares to members of its Board of Directors. In total, non-management board
members were awarded 55 unvested shares with an approximate aggregate fair value of $500. One-third of the shares vest on the first, second
and third anniversary of the grant date. These awarded shares are participating securities which provide the recipient with both voting rights and,
to the extent dividends, if any, are paid by the Company, non-forfeitable dividend rights with respect to such shares.

Changes in nonvested shares for the first nine months of 2012 were as follows:

Weighted-Average

Grant-Date
Shares Fair Value
Nonvested at January 1, 2012 682 $ 4.28
Granted 55 9.06
Vested (179) 4.16
Forfeited
Nonvested at September 30, 2012 558 $ 4.79

In the first quarter of 2010, 517 performance shares were granted, which are convertible to stock, on a one-to-one basis, contingent upon future
stock price performance. If, at any time up to ten years after the date of grant, the Company s common stock attains three separate incrementally
increasing stock price goals beginning with a price representing approximately 350% of the average stock price on the date of grant, a portion of
the awards will vest. On July 7, 2011, the first tranche of shares reached their vesting price. As a result, 117 shares of common stock were issued
on the respective date.

In addition, in the first quarter of 2010, 258 performance shares were granted, which are settled in cash rather than stock. If, at any time up to ten
years after the date of grant, the Company s common stock attains three separate incrementally increasing stock price goals beginning with a
price representing approximately 350% of the average stock price on the date of grant, a portion of the awards will vest. On July 7, 2011, the
first tranche of these shares reached their vesting price. Accordingly, the equivalent of 58 shares of common stock were paid in cash on the
respective date. The cash-settled shares are re-measured each balance sheet date using a Monte Carlo model and recorded as a liability. Any
increase in the value of such awards followed by a subsequent decrease will result in the reversal of stock compensation expense, as was the case
in the third quarter of 2011. During the third quarter, these cash-settled shares were measured using an assumption of 86.2% volatility, and a
risk-free rate of 1.12%, resulting in an estimated aggregate fair value of approximately $2,660, which is recorded to the stock compensation
liability over the estimated derived service period (also estimated using a Monte Carlo model), which was approximately 0.7 years as of
September 30, 2012.

Treasury Stock

On August 3, 2011, our Board of Directors authorized the purchase of up to 500 shares of the Company s common stock in open market or
privately-negotiated transactions. The repurchase plan expires in August 2013. To date, we have purchased 390 shares pursuant to this
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repurchase program. There can be no assurance that any additional share purchases will be made. The number of shares actually purchased in
future periods will depend on various factors, including limitations imposed by the Company s debt instruments, the price of our common stock,
overall market and business conditions, and management s assessment of competing alternatives for capital deployment. We repurchased 38 and
70 shares at a total cost of $360 and $657, including commissions, of common stock during the three and nine months ended September 30,
2012, respectively, including shares repurchased from employees of the Company that were withheld to satisfy tax withholding obligations due
upon vesting of a restricted stock award.
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Cash Dividends

On May 1, 2012, our Board of Directors declared a quarterly dividend of $0.02 per common share, payable on May 30, 2012, to stockholders of
record as of the close of business on May 15, 2012. On August 2, 2012, our Board of Directors declared a quarterly dividend of $0.02 per
common share, payable on August 31, 2012, to stockholders of record as of the close of business on August 15, 2012. The total amount paid for
these dividends was $704.

On October 30, 2012, our Board of Directors declared a quarterly dividend of $0.02 per common share, payable on November 30, 2012, to
stockholders of record as of the close of business on November 15, 2012. Future declarations of quarterly dividends are subject to approval of
the Board of Directors and may be adjusted as business needs or market conditions change.

10. RELATED PARTIES

We lease our corporate office facility from certain members of our Board of Directors and executive management, and we made rental payments
of $105 and $311 for the three and nine months ended September 30, 2012, respectively. We made rental payments of $103 and $371 for our
corporate office facility for the three and nine months ended September 30, 2011, respectively. In addition, we leased three manufacturing
facilities from an entity in which one of our executive officers has a minority interest, and we paid a total of $261 and $851 for the three and
nine months ended September 30, 2011, respectively. We purchased these three manufacturing facilities for $6,505 in the first quarter of 2012.

11. COMMITMENTS AND CONTINGENCIES
Operating Leases

We lease certain of our buildings, machinery and equipment under lease agreements that expire at various dates over the next ten years. Rental
expense under operating leases was $1,297 and $3,925 for the three and nine months ended September 30, 2012, respectively, and was $1,618
and $4,695 for the three and nine months ended September 30, 2011, respectively.

Legal Matters

We are party to one environmental claim. The Leonard Chemical Company Superfund site consists of approximately 7.1 acres of land in an
industrial area located a half mile east of Catawba, York County, South Carolina. The Leonard Chemical Company operated this site until the
early 1980s for recycling of waste solvents. These operations resulted in the contamination of soils and groundwater at the site with hazardous
substances. In 1984, the U.S. Environmental Protection Agency (the EPA ) listed this site on the National Priorities List. Riblet Products
Corporation, with which the Company merged in 2000, was identified through documents as a company that sent solvents to the site for
recycling and was one of the companies receiving a special notice letter from the EPA identifying it as a party potentially liable under the
Comprehensive Environmental Response, Compensation, and Liability Act for cleanup of the site.

In 2004, along with other potentially responsible parties ( PRPs ), we entered into a Consent Decree with the EPA requiring the performance of a
remedial design and remedial action ( RD/RA ) for this site. We have entered into a Site Participation Agreement with the other PRPs for
fulfillment of the requirements of the Consent Decree. Under the Site Participation Agreement, we are responsible for 9.19% share of the costs

for the RD/RA. As of September 30, 2012 and December 31, 2011, we had a $407 and $341 accrual, respectively, recorded for this liability.

Though no assurances are possible, we believe that our accruals related to the environmental litigation and other claims are sufficient and that
these items and our rights to available insurance and indemnity will be resolved without material effect on our financial position, results of
operations or cash flows.

In the ordinary course of our business we may become involved in legal proceedings and receive indemnity claims from customers, suppliers
and other parties. These proceedings and claims may seek significant damages or other types of relief (such as billing set-offs) that, if adversely
resolved, could have a material adverse effect on our financial condition or on our annual or quarterly financial results. We recently received an
indemnity claim for $2,300 relating to a recent acquisition, which we believe lacks merit and is not payable by us. We believe that we have
substantial and meritorious defenses to all currently pending matters. As a result of these and other factors and although no assurances are
possible, our currently pending matters are not expected to have a material adverse effect on our business, financial condition or results of
operations.

12. DERIVATIVES
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We are exposed to certain commodity price risks including fluctuations in the price of copper. From time-to-time, we enter into copper futures
contracts to mitigate the potential impact of fluctuations in the price of copper on our pricing terms with certain customers. We recognize all of
our derivative instruments on our balance sheet at fair value, and record changes in the fair value of such contracts within cost of goods sold in
the statement of operations as they occur unless specific hedge accounting criteria are met. We had no hedge positions at September 30, 2012 or

2011 to which hedge accounting was applied. Cash settlements related to derivatives are included in the operating section of the condensed
consolidated statement of cash flows.
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Commodity Derivatives

Contract Position (In Total Pounds) Fair Value
Long Short Cash Collateral Posted Asset (2) Liability (3)
Copper futures contracts outstanding as of (1):
Period ended September 30, 2012 625 $ 323 $ $ 182
Period ended September 30, 2011 450 625 $ 66 $90 $

(1)  All of our copper futures contracts mature in less than three months and are tied to the price of copper on the COMEX and, accordingly,
the value of such futures contracts changes directly in relation thereto.

(2) Balance recorded in Prepaid expenses and other current assets.

(3) Balance recorded in Accrued liabilities.

As hedge accounting has not been applied to any of our open hedges for 2012 and 2011, no associated losses or gains have been recorded within

OCI.

Derivatives Not Accounted for as Hedges Gain (Loss) Recognized in

Under the Accounting Rules Income Location of Gain (Loss) Recognized in Income
Copper commodity contracts:

Three months ended September 30, 2012 $ (149) Cost of goods sold

Three months ended September 30, 2011 313 Cost of goods sold

Nine months ended September 30, 2012 (125) Cost of goods sold

Nine months ended September 30, 2011 620 Cost of goods sold

13. INCOME TAXES

Three Months Ended September 30, Nine Months Ended September 30,
2012 2011 2012 2011
Effective Tax Rate 33.3% 28.9% 33.8% 30.4%

The increase in our tax rate for the three and nine months ended September 30, 2012, as compared to the same respective periods of 2011,
primarily reflects an increase in our pre-tax income year-to-date in 2012 as well as a more favorable rate in 2011 resulting from certain one-time
adjustments related to state and deferred taxes.

14. BENEFIT PLANS
Employee Savings Plan

We provide defined contribution savings plans for employees meeting certain age and service requirements. We currently make matching
contributions for a portion of employee contributions to the plans. Including such matching contributions, we recorded expenses totaling $359
and $1,048 related to these savings plans during the three and nine months ended September 30, 2012, respectively. We recorded expense of
$281 and $841 for the three and nine months ended September 30, 2011, respectively.

Riblet Pension Plan

As a result of its merger with Riblet Products Corporation ( Riblet ) in 2000, the Company is responsible for a defined-benefit pension plan of
Riblet. The Riblet plan was frozen in 1990 and no additional benefits have been earned by plan participants since that time. A total of 78 former
employees of Riblet currently receive or may be eligible to receive future benefits under the plan. The Company does not expect to make any
plan contributions in 2012. The net periodic income for the three and nine months ended September 30, 2012 was $14 and $42, respectively. For
the three and nine month periods ended September 30, 2011, we incurred net periodic expense of $8 and $24, respectively.
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15. FAIR VALUE DISCLOSURE

Accounting guidance for fair value measurements specifies a hierarchy of valuation techniques based upon whether the inputs to those valuation
techniques reflect assumptions other market participants would use based upon market data obtained from independent sources or reflect our
own assumptions of market participant valuation. The hierarchy is broken down into three levels based on the reliability of the inputs as follows:

Level 1 Inputs Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the reporting entity has the
ability to access at the measurement date.

Level 2 Inputs  Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly or indirectly.

Level 3 Inputs  Level 3 inputs are unobservable inputs for the asset or liability.

17
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As of the periods ending September 30, 2012 and December 31, 2011, we utilized Level 1 inputs to determine the fair value of cash and cash
equivalents and derivatives.

We classifty cash on hand and deposits in banks, including money market accounts, commercial paper, and other investments with an original
maturity of three months or less, that we hold from time to time, as cash and cash equivalents. The primary objective of our investment activities
is to preserve our capital for the purpose of funding operations.

Financial assets measured at fair value on a recurring basis are summarized below:

Fair Value Measurement
September 30, 2012 December 31, 2011
Level 1 Level2 Level3 Fair Value Level 1 Level2 Level3 Fair Value

Assets:

Cash and Cash Equivalents $5328 $ $ $ 5328 $9746 % $ $ 9,746
Derivative Assets, Inclusive of Collateral 141 141 108 108
Total $5469 $ $ $ 5469 $9854 % $ $ 9,854

16. OTHER LOSS, NET

We recorded other loss of $227 and $230 for the three and nine months ended September 30, 2012, respectively, primarily reflecting the
exchange rate impact on our Canadian subsidiary. We recorded other loss of $418 and $332 for the three and nine months ended September 30,
2011, respectively, also reflecting the exchange rate impact.

17. BUSINESS SEGMENT INFORMATION

We have three reportable segments: (1) Distribution, (2) Original Equipment Manufacturers ( OEM ) and (3) Engineered Solutions (formerly
Other ). The Distribution segment serves our customers in distribution businesses, who are resellers of our products, while our OEM segment

serves our OEM customers, who generally purchase more tailored products from us, which are used as inputs into subassemblies of

manufactured finished goods. The Engineered Solutions segment, which was formerly reported as Other, contains that portion of TRC s legacy

business that has not been integrated into our Distribution segment, primarily TRC s military and specialty vehicle business, as well as our

Watteredge business, which was acquired in May 2012. The Other segment was re-labeled as our Engineered Solutions segment as a result of

our having acquired Watteredge in May 2012 and management s concurrent decision to report internally the collective operations of Watteredge

and the non-integrated components of TRC. Therefore, the Engineered Solutions segment reflects the aggregation of immaterial other operating

segments which produce highly engineered, customized product lines.

Financial data for the Company s reportable segments is as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011
Net Sales:
Distribution Segment $162,179  $172.321 $481,548  $478,380
OEM Segment 54,140 55,782 168,382 171,826
Engineered Solutions 12,982 6,748 31,093 10,296
Total $229,301 $ 234,851 $ 681,023 $ 660,502
Operating Income:
Distribution Segment $ 15240 $ 17593 $ 45,140 $ 48,889
OEM Segment 3,282 4,040 12,929 14,365
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1,822 (434) 3,649
20,344 21,199 61,718
(5,019) (4,578) (15,136)

$ 15,325 $ 16,621 $ 46,582
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62,697
(18,830)

$ 43,867
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The net sales and operating income amounts for 2011 as set forth in the above table reflect an immaterial restatement to account for a change
made in the fourth quarter of 2011 to integrate a portion of TRC s business into our Distribution segment. Segment operating income represents
income from continuing operations before interest income or expense, other income or expense, and income taxes. Corporate consists of items
not charged or allocated to the segments, including costs for employee relocation, discretionary bonuses, professional fees, restructuring
expenses, share-based compensation expense, and intangible amortization. Our Distribution and OEM and, in certain cases, our Engineered
Solutions segment, share common production processes, and manufacturing and distribution capacity. Accordingly, we do not identify net assets
to our segments. Similarly, depreciation expense is not allocated to segments, but is included in manufacturing overhead cost pools and is
absorbed into product cost (and inventory) as each product passes through our numerous manufacturing work centers. Accordingly, as products
are sold across our segments, it is impracticable to determine the amount of depreciation expense included in the operating results of each
segment.

18. SUPPLEMENTAL GUARANTOR INFORMATION

The Senior Notes and the Revolving Credit Facility are instruments of the parent, and are reflected in their respective balance sheets. As of
September 30, 2012, our payment obligations under the Senior Notes and the Revolving Credit Facility (see Note 7) were guaranteed by our

100% owned subsidiaries, CCI International, Inc., Patco, TRC (excluding TRC s 100%-owned foreign subsidiary, TRC Honduras, S.A. de C.V.),
and Watteredge (the Guarantor Subsidiaries ). Such guarantees are full, unconditional, and joint and several. The following unaudited
supplemental financial information sets forth, on a combined basis, balance sheets, statements of income, statements of comprehensive income

and statements of cash flows for Coleman Cable, Inc. ( Parent ) and the Guarantor Subsidiaries. The condensed consolidating financial statements
have been prepared on the same basis as the condensed consolidated financial statements of Parent. The equity method of accounting is followed
within this financial information.
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COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATING STATEMENT OF INCOME FOR THE THREE MONTHS ENDED

SEPTEMBER 30, 2012

NET SALES
COST OF GOODS SOLD

GROSS PROFIT

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
INTANGIBLE ASSET AMORTIZATION
RESTRUCTURING CHARGES

OPERATING INCOME
INTEREST EXPENSE
OTHER LOSS, NET

INCOME BEFORE INCOME TAXES
INCOME FROM SUBSIDIARIES
INCOME TAX EXPENSE

NET INCOME

COLEMAN CABLE, INC. AND SUBSIDIARIES

Parent
$ 197,723
169,705

28,018
12,212
1,176
946

13,684
6,904

6,780
1,128
2,454

$ 5,454

Guarantor
Subsidiaries
$ 12,981

9,139

3,842

2,589

1,011
(34)

276

276

91

$ 185

Non

Guarantor

Subsidiaries
$ 23,006
20,513

2,493
1,079
2

47

1,365
15
227

1,123

180

$ 943

Total
$ 229,301
194,948

Eliminations
$ (4,409)
(4,409)

34,353
15,880
2,189
959

15,325
6,919
227

8,179
(1,128)
2,725

$ (1,128) $ 5454

CONDENSED CONSOLIDATING STATEMENT OF INCOME FOR THE THREE MONTHS ENDED

SEPTEMBER 30, 2011

NET SALES
COST OF GOODS SOLD

GROSS PROFIT

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
INTANGIBLE ASSET AMORTIZATION
RESTRUCTURING CHARGES

OPERATING INCOME (LOSS)
INTEREST EXPENSE
OTHER LOSS, NET

INCOME (LOSS) BEFORE INCOME TAXES
LOSS FROM SUBSIDIARIES

Table of Contents

Parent
$216,142
187,028

29,114
10,946
1,350
146

16,672
7,029

9,643
(409)

Guarantor
Subsidiaries
$ 8,756
7,303

1,453
2,406
595
58

(1,606)

(1,606)

Non

Guarantor
Subsidiaries
$ 26,447

22,396

4,051
1,634
5

857

1,555
57
418

1,080

Total
$ 234,851
200,233

Eliminations
$ (16,494)
(16,494)

34,618
14,986
1,950
1,061

16,621
7,086
418

9,117
409
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2,754 (288)

$ 6,480 $ (1318 §

20

171

909

409

2,637

$ 6,480
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COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATING STATEMENT OF INCOME FOR THE NINE MONTHS ENDED

SEPTEMBER 30, 2012
Guarantor
Parent Subsidiaries
NET SALES $ 602,349 $ 31,284
COST OF GOODS SOLD 516,934 23,030
GROSS PROFIT 85,415 8,254
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 37,618 6,554
INTANGIBLE ASSET AMORTIZATION 3,783 1,967
RESTRUCTURING CHARGES 735 229
OPERATING INCOME (LOSS) 43,279 (496)
INTEREST EXPENSE 20,919
OTHER (INCOME) LOSS, NET 2)
INCOME (LOSS) BEFORE INCOME TAXES 22,360 (494)
INCOME FROM SUBSIDIARIES 2,651
INCOME TAX EXPENSE (BENEFIT) 8,201 (175)
NET INCOME (LOSS) $ 16,810 $ (319)

COLEMAN CABLE, INC. AND SUBSIDIARIES

Non

Guarantor

Subsidiaries

$ 60,949
53,613

7,336
3,182
5

350

3,799
44
232

3,523

553

$ 2970

Total
$ 681,023
580,018

Eliminations
$ (13,559)
(13,559)

101,005
47,354
5,755
1,314

46,582
20,963
230

25,389
(2,651)
8,579

$ (2.651) $ 16,810

CONDENSED CONSOLIDATING STATEMENT OF INCOME FOR THE NINE MONTHS ENDED

SEPTEMBER 30, 2011
Guarantor

Parent Subsidiaries
NET SALES $ 626,124 $ 13,405
COST OF GOODS SOLD 539,489 11,353
GROSS PROFIT 86,635 2,052
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 38,565 3,559
INTANGIBLE ASSET AMORTIZATION 4,273 994
RESTRUCTURING CHARGES 139 260
OPERATING INCOME (LOSS) 43,658 (2,761)
INTEREST EXPENSE 20,997
GAIN ON AVAILABLE FOR SALE SECURITIES (753)
OTHER LOSS, NET
INCOME (LOSS) BEFORE INCOME TAXES 23,414 (2,761)

Table of Contents

Non

Guarantor
Subsidiaries
$ 53,665

45,467

8,198
4,356
15
857

2,970
186

332

2,452

Total
$ 660,502
563,617

Eliminations
$ (32,692)
(32,692)

96,885
46,480
5,282
1,256

43,867

21,183
(753)

332

23,105
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INCOME TAX EXPENSE (BENEFIT)
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(201)
7,131 (637)

$ 16,082 $ (2,124 $

21

529

1,923

201

201

7,023

$ 16,082
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COLEMAN CABLE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME FOR THE THREE MONTHS ENDED

SEPTEMBER 30, 2012

Non
Guarantor Guarantor
Parent Subsidiaries Subsidiaries Eliminations Total

NET INCOME $5,454 $ 185 $ 943 $ (1,128 $5,454
OTHER COMPREHENSIVE INCOME (LOSS)

Foreign currency translation adjustments, net of tax of $(134) 365 365
Pension adjustments, net of tax of $2 3) 3)
OTHER COMPREHENSIVE INCOME (LOSS) 3) 365 362
COMPREHENSIVE INCOME $5,451 $ 185 $ 1,308 $ (1,128 $5,816

COLEMAN CABLE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME FOR THE THREE MONTHS ENDED

SEPTEMBER 30, 2011

Non
Guarantor Guarantor
Parent Subsidiaries Subsidiaries Eliminations Total

NET INCOME (LOSS) $ 6,480 $ (1,318) $ 909 $ 409 $ 6,480
OTHER COMPREHENSIVE LOSS

Foreign currency translation adjustments, net of tax of $166 452) 452)
Pension adjustments, net of tax of $1 2) 2)
OTHER COMPREHENSIVE LOSS ) (452) (454)
COMPREHENSIVE INCOME (LOSS) $6,478 $ (1,318) $ 457 $ 409 $ 6,026

22
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COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME FOR THE NINE MONTHS ENDED

NET INCOME (LOSS)

OTHER COMPREHENSIVE INCOME (LOSS)

Foreign currency translation adjustments, net of tax of $(120)

Pension adjustments, net of tax of $4
OTHER COMPREHENSIVE INCOME (LOSS)

COMPREHENSIVE INCOME (LOSS)

SEPTEMBER 30, 2012
Guarantor
Parent Subsidiaries
$16,810 $ (319)
(12)
(12)
$ 16,798 $ (319)

COLEMAN CABLE, INC. AND SUBSIDIARIES

Non
Guarantor
Subsidiaries
$ 2970

326
326
$ 3,296

Eliminations
$ (2,651
$ (2,651

Total
$16,810

326
12)

314

$17,124

CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME FOR THE NINE MONTHS ENDED

NET INCOME (LOSS)

OTHER COMPREHENSIVE LOSS

Foreign currency translation adjustments, net of tax of $151
Unrealized investment gain, net of tax of $424

Pension adjustments, net of tax of $(1)

OTHER COMPREHENSIVE LOSS

COMPREHENSIVE INCOME (LOSS)

Table of Contents

SEPTEMBER 30, 2011
Guarantor
Parent Subsidiaries
$ 16,082 $ (2124
(39)
2
87
$ 15,995 $ (2124
23

Non

Guarantor

Subsidiaries

$ 1,923

(53)

(53)

$ 1,870

Eliminations
$ 201
$ 201

Total
$ 16,082

(53)
(89)
2

(140)

$15,942

38



Edgar Filing: Coleman Cable, Inc. - Form 10-Q

Table of Conten

COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATING BALANCE SHEET AS OF SEPTEMBER 30, 2012

ASSETS
CURRENT ASSETS:
Cash and cash equivalents

Non
Guarantor Guarantor
Parent Subsidiaries  Subsidiaries

$ 1058 $ 1803 $ 2467

Accounts receivable net of allowances 119,747 6,191 11,815
Intercompany receivable 12,637 5,823
Inventories 113,426 7,495 5,439
Deferred income taxes 2,705 595 92
Assets held for sale 546

Prepaid expenses and other current assets 3,572 2,418 1,115
Total current assets 241,054 31,139 26,751
PROPERTY, PLANT AND EQUIPMENT, NET 70,397 7,037 1,925
GOODWILL 30,843 34,283 1,564
INTANGIBLE ASSETS, NET 17,570 21,953 84
DEFERRED INCOME TAXES 93
OTHER ASSETS 6,944 125
INVESTMENT IN SUBSIDIARIES 98,625

TOTAL ASSETS

$465,433 $ 94412 $ 30,542

LIABILITIES AND SHAREHOLDERS EQUITY

CURRENT LIABILITIES:

Current portion of long-term debt $ 174 $ $
Accounts payable 34,219 1,923 889
Intercompany payable 6,018 5,823 6,619
Accrued liabilities 24,283 2,331 6,049
Total current liabilities 64,694 10,077 13,557
LONG-TERM DEBT 347,536

OTHER LONG-TERM LIABILITIES 2,451 59
DEFERRED INCOME TAXES 5,437 2,636
SHAREHOLDERS EQUITY:

Common stock 17 928
Treasury Stock (3,446)

Additional paid-in capital 94,328 84,033 1,472
Retained earnings (accumulated deficit) (45,713) (2,334) 14,394
Accumulated other comprehensive income 129 132
Total shareholders equity 45,315 81,699 16,926

TOTAL LIABILITIES AND EQUITY

Table of Contents

$465,433 $ 94412 $ 30,542

Eliminations

(18,460)

(18,460)

(98,625)

$ (117,085)

(18,460)

(18,460)

(928)
(85,505)
(12,060)

(132)
(98,625)

$ (117,085)

Total

$ 5328
137,753

126,360
3,392
546
7,105

280,484

79,359
66,690
39,607
93
7,069

$ 473,302

$ 174
37,031

32,663
69,868

347,536
2,510
8,073

17
(3,446)
94,328

(45,713)
129

45,315

$ 473,302
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COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATING BALANCE SHEET AS OF DECEMBER 31, 2011

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Accounts receivable net of allowances
Intercompany receivable

Inventories

Deferred income taxes

Assets held for sale

Prepaid expenses and other current assets

Total current assets

PROPERTY, PLANT AND EQUIPMENT, NET
GOODWILL

INTANGIBLE ASSETS, NET

DEFERRED INCOME TAXES

OTHER ASSETS

INVESTMENT IN SUBSIDIARIES

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS EQUITY

CURRENT LIABILITIES:
Current portion of long-term debt
Accounts payable

Intercompany payable

Accrued liabilities

Total current liabilities

LONG-TERM DEBT

OTHER LONG-TERM LIABILITIES
DEFERRED INCOME TAXES
SHAREHOLDERS EQUITY:
Common stock

Treasury stock

Additional paid-in capital

Retained earnings (accumulated deficit)
Accumulated other comprehensive loss

Total shareholders equity

TOTAL LIABILITIES AND EQUITY

Table of Contents

Parent

$ 4,086
105,900

98,596
2,674
546
7,039

218,841

54,404
31,675
21,353
58
8,016
61,724

$ 396,071

$ 166
25,154
2,552
30,154

58,026

302,935
3,184
3,831

17
(2,789)
92,871
(61,819)
(185)

28,095

$ 396,071

Guarantor
Subsidiaries

$ 724
3,404
10,954
4,662

595

2,075
22,414
2,766

23,541
6,901

$ 55,622

473
3,459
927

4,859

2,672

50,104
(2,013)

48,091

$ 55,622

Non

Guarantor
Subsidiaries

$ 4936
11,263
3,459
5,431

86

1,174
26,349
1,787
1,508
86

318
132

$ 30,180

3,454
8,402
4,681

16,537

10

928
1,475
11,423
(193)
13,633

$ 30,180

Eliminations

(14,413)

(14,413)

(61,724)

$ (76,137)

(14,413)

(14,413)

(928)
(51,579)
(9,410)
193
(61,724)

$ (76,137)

Total

$ 9,746
120,567

108,689
3,355
546
10,288

253,191

58,957
56,724
28,340
376
8,148

$ 405,736

$ 166
29,081

35,762

65,009

302,935
3,194
6,503

17
(2,789)
92,871

(61,819)
(185)

28,095

$ 405,736
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COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS FOR THE NINE MONTHS ENDED

SEPTEMBER 30, 2012
Guarantor

Parent Subsidiaries
CASH FLOW FROM OPERATING ACTIVITIES:
Net income (loss) $ 16,810 $ (319)
Adjustments to reconcile net income (loss) to net cash flow
from operating activities:
Depreciation and amortization 14,247 2,756
Stock-based compensation 1,169
Foreign currency transaction loss
Deferred taxes 1,810 (34)
Excess tax benefits from stock-based compensation (625)
Gain on disposal of fixed assets A1) (10)
Equity in consolidated subsidiaries (2,651)
Changes in operating assets and liabilities:
Accounts receivable (11,138) (2,787)
Inventories (12,602) (2,832)
Prepaid expenses and other assets 3,595 (345)
Accounts payable 9,815 1,450
Intercompany accounts (2,696) 6,843
Accrued liabilities (7,939) 1,405
Net cash flow from operating activities 9,764 6,127
CASH FLOW FROM INVESTING ACTIVITIES:
Capital expenditures (23,250) (5,048)
Proceeds from sale of fixed assets 24
Acquisition of businesses, net of cash acquired (33,090)
Net cash flow from investing activities (56,316) (5,048)
CASH FLOW FROM FINANCING ACTIVITIES:
Borrowings under revolving loan facilities 332,996
Repayments under revolving loan facilities (288,626)
Payment of deferred financing fees
Purchase of treasury stock (657)
Repayment of long-term debt (124)
Excess tax benefits from stock-based compensation 625
Cash dividends paid (704)
Proceeds from stock option exercises 14
Net cash flow from financing activities 43,524
Effect of exchange rate on cash and cash equivalents
INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS (3,028) 1,079
CASH AND CASH EQUIVALENTS Beginning of period 4,086 724

Table of Contents

Non

Guarantor
Subsidiaries

$ 2970

238

252
89

(867)
O]
67
(2,544)
(4,147)
1,406

(2,545)

(402)

(402)

478

(2,469)
4,936

Eliminations

$  (2,651)

2,651

Total

$ 16,810

17,241
1,169
252
1,865
(625)
(41)

(14,792)

(15,443)
3,317
8,721

(5,128)
13,346
(28,700)

24
(33,090)
(61,766)
332,996

(288,626)

(657)

(124)
625

(704)
14

43,524

478

(4,418)
9,746
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CASH AND CASH EQUIVALENTS End of period

NONCASH ACTIVITY

Unpaid capital expenditures

SUPPLEMENTAL CASH FLOW INFORMATION
Income taxes paid, net

Cash interest paid

Table of Contents

$

1,058

176

1,735

26,074

26

$

1,803

(207)

$

2,467

390

$

5,328

176

1,918
26,074
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COLEMAN CABLE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS FOR THE NINE MONTHS ENDED

CASH FLOW FROM OPERATING ACTIVITIES:
Net income (loss)

Adjustments to reconcile net income (loss) to net cash
flow from operating activities:

Depreciation and amortization

Stock-based compensation

Foreign currency transaction loss

Gain on available for sale securities

Deferred taxes

Excess tax benefits from stock-based compensation
Loss on disposal of fixed assets

Equity in consolidated subsidiaries

Changes in operating assets and liabilities:

Accounts receivable

Inventories

Prepaid expenses and other assets

Accounts payable

Intercompany accounts

Accrued liabilities

Net cash flow from operating activities

CASH FLOW FROM INVESTING ACTIVITIES:
Capital expenditures

Proceeds from sale of fixed assets

Acquisition of businesses, net of cash acquired

Net cash flow from investing activities

CASH FLOW FROM FINANCING ACTIVITIES:
Borrowings under revolving loan facilities
Repayments under revolving loan facilities

Payment of deferred financing fees

Purchase of treasury stock

Repayment of long-term debt

Excess tax benefits from stock-based compensation
Proceeds from stock option exercises

Net cash flow from financing activities

Effect of exchange rate on cash and cash equivalents
INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS Beginning of
period

Table of Contents

SEPTEMBER 30, 2011
Guarantor
Parent Subsidiary
$ 16,082 $ (2.,124)
14,065 1,330
2,781
(753)
(4,118) 417
(512)
161
201
(12,449) (499)
(25,256) (310)
645 1,289
9,527 (1,637)
(26) (4,879)
(3,236) (2,307)
(2,888) (8,720)
(10,075) (384)
10
(64,074) 9,555
(74,139) 9,171
164,145
(114,557)
(1,309)
(815)
6))
512
81
48,052
(28,975) 451
30,493 77

Non

Guarantor
Subsidiary

$ 1,923

206
332

(281)

(2,175)

(908)
133
39
4,905
2,060

6,234

(20)
(4,353)

(4,373)

(686)
1,175

2,884

Eliminations
$ 201
(201)

$

Total

16,082

15,601
2,781
332
(753)
(3,982)
(512)
161

(15,123)

(26,474)
2,067
7,929

(3,483)
(5,374)
(10,479)

10
(58,872)
(69,341)

164,145
(114,557)
(1,309)
(815)
Q)

512
81

48,052

(686)
(27,349)

33,454
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CASH AND CASH EQUIVALENTS End of period

NONCASH ACTIVITY

Unpaid capital expenditures

Unpaid business acquisition consideration
SUPPLEMENTAL CASH FLOW INFORMATION
Income taxes paid, net

Cash interest paid
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$

1,518

902
350

7,080
25,963

27

$

528

170

$ 4,059

368

$

6,105

902
350

7,618
25,963
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ITEM 2. Management s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion contains forward-looking statements that involve risks and uncertainties. Our actual results may differ materially from
those anticipated in these forward-looking statements as a result of a variety of risks and uncertainties, including those described in this report
under Cautionary Note Regarding Forward-Looking Statements and under Item 1A. Risk Factors in our Annual Report on Form 10-K, for
the fiscal year ended December 31, 2011. We assume no obligation to update any of these forward-looking statements. You should read the
following discussion in conjunction with our condensed consolidated financial statements and the notes thereto included in this report.

Overview

Coleman Cable, Inc. (the Company, Coleman, us, we, or our )is aleading designer, developer, manufacturer and supplier of electrical wire a
cable products for consumer, commercial and industrial applications, with production and distribution operations primarily in the U.S. and, to a
lesser degree, in Honduras and Canada.

Raw materials, primarily copper, comprise the primary component of our cost of goods sold. The price of copper is particularly volatile, and
fluctuations in copper prices can significantly affect our sales and profitability. The average copper price on the COMEX was $3.53 for the third
quarter of 2012, as compared to $4.07 per pound for the third quarter of 2011, with the $0.54 decline representing a decrease of 13.3%.

2012 Acquisition Watteredge ( WE )

On May 31, 2012, Coleman completed the acquisition of most of the operating assets (and assumed certain liabilities) of WE, an Ohio
corporation that designs, manufactures and sells secondary power connectors, including electric arc furnace cables, resistance welding cables,
industrial high-performance copper bus and accessories, and other high performance power conduction devices and accessories. WE serves the
steel, chemical, chlorine, power generation, fiberglass and automotive industries and sells its products and services worldwide. We believe the
acquisition of WE strengthens and provides for greater diversification of our overall portfolio.

The acquisition of the assets of WE, whose sales were nearly $25.0 million in 2011, was structured as an all-cash transaction valued at
approximately $33.9 million (equal to a $35.0 million preliminary purchase price adjusted by a $1.1 million working capital adjustment). The
transaction was funded with proceeds from Coleman's existing credit facility. Coleman retained WE s workforce and has continued all of WE s
production at its current manufacturing plant in Avon Lake, Ohio. WE has been included as a component of our Engineered Solutions segment
reported herein.

2011 Acquisitions

During the second quarter of 2011, we utilized cash on hand, as well as borrowings under our credit facility to complete three business
acquisitions (collectively, the 2011 Acquisitions ), as set forth below. Each of these 2011 Acquisitions was structured as a cash transaction, with
aggregate consideration totaling $68.9 million. As further discussed below, we believe these acquisitions represent significant opportunities for
us, including the strengthening and greater diversification of our overall portfolio.

Acquisition of the Assets of The Designers Edge ( DE )

On April 1, 2011, we acquired certain assets of DE, a leading designer and distributor of specialty lighting products in the U.S. and Canada. The
total purchase price for the assets acquired, primarily trade receivables and merchandise inventories, was $10.1 million. The acquisition of DE s
assets significantly expanded our product portfolio across a wide range of lighting product categories, including industrial, work and utility, as
well as products for security and landscape applications. We fully integrated the acquired assets of DE into our Distribution segment during the
second quarter of 2011.

Acquisition of the Assets of First Capitol Wire and Cable ( FCWC ) and Continental Wire and Cable ( CWC )

On April 29, 2011, we acquired the assets of FCWC and CWC, both of which were privately-held entities based in York, Pennsylvania, with
CWC being a 100%-owned subsidiary of FCWC, which are leading manufacturers of industrial wire and cable products used across a number of
commercial, utility and industrial end-markets. The total purchase price for the assets acquired, primarily merchandise inventories and
production equipment, was $7.3 million. The acquisition of the assets of FCWC and CWC has allowed us to expand our capabilities, product
offerings and capacity for producing a wide assortment of high-quality industrial cables. We fully integrated the assets of FCWC and CWC into
our Distribution segment during the second quarter of 2011.
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Acquisition of Technology Research Corporation ( TRC )

On May 16, 2011, we completed the acquisition of 100% of the outstanding stock of TRC. TRC is a recognized leader in providing cost
effective engineered solutions for applications involving power management and control, intelligent battery systems technology and electrical
safety products based on proven ground fault sensing and Fire Shield® technology. These products are designed, manufactured and distributed to
the consumer, commercial and industrial markets worldwide. TRC also supplies power monitors and control equipment to the United States
Military and its prime contractors. TRC was publicly traded on the NASDAQ prior to its acquisition by Coleman. We completed the TRC
acquisition as the result of a successful public tender offer to acquire all outstanding shares of TRC. The total purchase price consideration for
TRC was approximately $51.5 million, including the acquisition-date fair value of an approximate 4.8% interest in TRC acquired by Coleman
prior to submitting its acquisition proposal for TRC.

The Company believes TRC's sizable commercial and consumer products segment greatly broadens our current electrical products platform. In
addition, TRC's battery, power storage, and power management systems, represent new product lines for Coleman.

TRC has maintained its current production facilities in Clearwater, FL, and Honduras. We integrated a portion of TRC s legacy business into our
Distribution segment during 2011. The remainder of TRC s legacy business, TRC s military and specialty vehicle business, is a component of the
Engineered Solutions segment reported herein.

Purchase Price Allocations

Each of the above acquisitions was accounted for under the purchase method of accounting. Accordingly, we have allocated the purchase price
for each acquisition to the net assets acquired based on the related estimated fair values at each respective acquisition date. The expected
long-term growth, increased market position and expected synergies to be generated from the acquisitions are the primary factors which gave
rise to acquisition prices for each of the acquisitions which resulted in the recognition of goodwill.

The purchase price allocations for TRC, FCWC and CWC were finalized in 2011. At the end of the first quarter of 2012, we finalized our
purchase accounting for DE as certain purchase price and other matters relative to this acquisition were resolved. As a result, the total purchase
price for DE was lowered by $0.8 million, with a corresponding reduction in the goodwill recorded in respect to this acquisition. The purchase
price allocation for the WE acquisition was finalized during the third quarter of 2012.

Consolidated Results of Operations

Each of the above acquisitions has been included in our condensed consolidated financial statements, including our results of operations,
beginning from each respective acquisition date. Accordingly, the condensed consolidated statements of income for the three and nine months
ended September 30, 2012 includes the full impact of operations for the assets acquired in connection with the 2011 Acquisitions, but only three
and four months of results, respectively, for the assets acquired in connection with the WE acquisition. The condensed consolidated statements
of income for the three and nine months ended September 30, 2011 includes three and six months of operations, respectively, for the assets
acquired in connection with the DE acquisition, approximately three and five months of operations, respectively, for the assets acquired in
connection with the FCWC and CWC acquisition, and approximately three and four and '/, months of operations, respectively, related to TRC.
The condensed consolidated statement of income for the three and nine months ended September 30, 2011 does not include any operations for
the assets acquired in connection with the WE acquisition.

In addition to net income determined in accordance with GAAP, we use certain non-GAAP measures in assessing our operating performance.
These non-GAAP measures used by management include: (1) EBITDA, which we define as net income before net interest, income taxes,
depreciation and amortization expense ( EBITDA ), (2) Adjusted EBITDA, which is our measure of EBITDA adjusted to exclude the impact of
certain specifically identified items ( Adjusted EBITDA ), and (3) Adjusted earnings per share, which we calculate as diluted earnings per share
adjusted to exclude the estimated per share impact of the same specifically identified items used to calculate Adjusted EBITDA ( Adjusted EPS ).
For the periods presented in this report, the specifically identified items include restructuring charges, gain on available for sale securities,
share-based compensation expense, and acquisition-related costs.

We believe both EBITDA and Adjusted EBITDA serve as appropriate measures to be used in evaluating the performance of our business. We
use these measures in the preparation of our annual operating budgets and in determining levels of operating and capital investments. We believe
both EBITDA and Adjusted EBITDA allow us to readily view operating trends, perform analytical comparisons and identify strategies to
improve operating performance. The usefulness of both EBITDA and Adjusted EBITDA as performance measures is limited by the fact that
they both exclude the impact of interest expense, depreciation and amortization expense, and taxes. Due to these limitations, we do not, and you
should not, use either EBITDA or Adjusted EBITDA as the only measures of our performance. We also use, and recommend that you consider,
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net income in accordance with GAAP as a measure of our performance. Finally, other companies may define EBITDA and Adjusted EBITDA
differently and, as a result, our measure of EBITDA and Adjusted EBITDA may not be directly comparable to EBITDA and Adjusted EBITDA
measures of other companies.
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Similarly, we believe our use of Adjusted EPS provides an appropriate measure to use in assessing our performance across periods given that
this measure provides an adjustment for certain significant items, the magnitude of which may vary significantly from period to period.
However, we do not, and do not recommend that you, solely use Adjusted EPS to assess our financial and earnings performance. We also use,
and recommend that you use, diluted earnings per share in addition to Adjusted EPS in assessing our earnings performance. Finally, other
companies may define Adjusted EPS differently and, as a result, our measure of Adjusted EPS may not be directly comparable to Adjusted EPS
measures of other companies.

The following tables, which reconcile our measure of Adjusted EPS to diluted earnings per share, and Adjusted EBITDA to net income,
respectively, should be used along with the below statements of income for the periods presented, and the accompanying results of operations

review.

Diluted earnings per share, as determined in accordance with GAAP, to Adjusted EPS

Three Months Nine Months
Ended Ended
September 30, September 30,
2012 2011 2012 2011
(unaudited)

Earnings per share $0.31 $ 0.37 $0.96 $ 091
Restructuring charges (1) 0.04 0.04 0.05 0.04
Gain on available for sale securities (2) (0.04)
Share-based compensation expense (income) (3) 0.02 (0.03) 0.04 0.10
Acquisition-related costs (4) 0.01 0.02 0.12
Adjusted diluted earnings per share $0.37 $ 0.39 $1.07 $ 1.13

Net income as determined in accordance with GAAP, to EBITDA and Adjusted EBITDA

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(Thousands)
(unaudited)
Net income $ 5,454 $ 6,480 $16,810 $ 16,082
Interest expense 6,919 7,086 20,963 21,183
Income tax expense 2,725 2,637 8,579 7,023
Depreciation and amortization expense (a) 5,577 5,137 15,987 14,057
EBITDA $20,675 $21,340 $ 62,339 $ 58,345
Restructuring charges (1) 959 1,061 1,314 1,256
Gain on available for sale securities (2) (753)
Share-based compensation expense (income) (3) 457 (739) 1,169 2,781
Acquisition-related costs (4) 77 223 443 2,801
ADJUSTED EBITDA $22,168 $21,885 $ 65,265 $ 64,430
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(a) Depreciation and amortization expense shown in the above schedule excludes amortization of debt issuance costs, which are included as a
component of interest expense.

The nature of each individual item listed in the table above, which has been excluded from EBITDA in order to arrive at our measure of

Adjusted EBITDA for each of the periods presented, is detailed in the analysis of operating results that follows.

Earnings and Performance Summary

We recorded net income of $5.5 million (or $0.31 per diluted share) in the third quarter of 2012, as compared to net income of $6.5 million (or
$0.37 per diluted share) for the third quarter of 2011. For the third quarter of 2012, we recorded EBITDA of $20.7 million, as compared to $21.3
million in EBITDA for the third quarter of 2011.

We recorded net income of $16.8 million (or $0.96 per diluted share) in the nine months ended September 30, 2012, as compared to net income
of $16.1 million (or $0.91 per diluted share) for the first nine months of 201 1. For the nine months ended September 30, 2012, we recorded
EBITDA of $62.3 million, as compared to $58.3 million in EBITDA for the nine months ended September 30, 2011.

As set forth below, results for these periods were impacted by certain significant items, the magnitude of which may vary significantly from
period to period and, thereby, have a disproportionate effect on the earnings reported for any given period. The income-statement review below
contains further detail regarding these items.

(1) Restructuring charges: We recorded restructuring charges of $1.0 million ($0.6 million after tax, or $0.04 per diluted share) and $1.3
million ($0.9 million after tax, or $0.05 per diluted share) during the three and nine months ended September 30, 2012, respectively. These
expenses were primarily comprised of costs related the closure of our Texarkana, Arkansas manufacturing
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facility, which we closed in July 2012. We recorded restructuring charges of $1.1 million ($0.6 million after tax, or $0.04 per diluted
share) and $1.3 million ($0.8 million after tax, or $0.04 per diluted share) during the three and nine months ended September 30, 2011,
respectively. These expenses were primarily comprised of severance costs related to an announced realignment of our Canadian
operations, including the elimination of certain support positions in our Toronto distribution center and headquarters, which we completed
during the fourth quarter of 2011.

Gain on available for sale securities: We held a 4.8% interest in TRC at the time we acquired TRC. The fair value of our 4.8% pre-existing
interest at the merger date was included in the total purchase price for TRC. As a result, we recorded a non-taxable gain of $0.8 million
($0.8 million after tax, or $0.04 per diluted share) in the second quarter of 2011 which represented the impact of re-measuring to fair value
the 4.8% equity interest in TRC we held before the business combination.

Share-based compensation expense (income): We recorded stock compensation expense of $0.5 million ($0.3 million after tax, or $0.02
per diluted share) in the three months ended September 30, 2012 and expense of $1.2 million ($0.8 million after tax, or $0.04 per diluted
share) during the nine months ended September 30, 2012. We recorded stock compensation income of $0.7 million ($0.5 million after tax,
or $0.03 per diluted share) in the three months ended September 30, 2011 and expense of $2.8 million ($1.7 million after tax, or $0.10 per
diluted share) during the nine months ended September 30, 2011. We exclude stock-based compensation expense from our measures of
Adjusted EBITDA and Adjusted EPS because such expenses fluctuate significantly from period-to-period given that the value of certain
such underlying awards is tied to the market value of our common stock. Therefore, we believe the exclusion of this expense from our
adjusted measures of our operating results provides a measure of our performance free from the impact of such periodic fluctuations in the
value of the underlying instruments.

Acquisition-related costs: Our results for 2012 included acquisition-related costs of $0.1 million ($0.0 million after tax or $0.00 per diluted
share) in the three months ended September 30, 2012 and $0.4 million ($0.3 million after tax or $0.02 per diluted share) during the nine
months ended September 30, 2012. Our results for 2011 included acquisition-related costs of $0.2 million ($0.1 million after tax or $0.01
per diluted share) in the three months ended September 30, 2011 and $2.8 million ($2.0 million after tax or $0.12 per diluted share) during
the nine months ended September 30, 2011. Acquisition-related costs include outside legal, consulting and other fees, and direct expenses
incurred relative to acquisition-related activities. These costs are excluded from our measures of Adjusted EBITDA and Adjusted EPS so
that such measures may more closely reflect underlying operating results.

The following sets forth, for the periods indicated, our consolidated results of operations and related data in thousands of dollars and as a
percentage of net sales.

Three Months Ended September 30, 2012 Compared with Three Months Ended September 30, 2011

Three Months Ended September 30, Period-over-Period Change
2012 2011 2012 vs. 2011
%
Amount % Amount % $ Change Change
(unaudited)
(Thousands, except per share data)
Distribution net sales $ 162,179 70.7% $ 172,321 73.4% $ (10,142) 5.9)%
OEM net sales 54,140 23.6 55,782 23.8 (1,642) 2.9)
Engineered Solutions net sales 12,982 5.7 6,748 2.8 6,234 92.4
Consolidated net sales 229,301 100.0 234,851 100.0 (5,550) 2.4)
Gross profit 34,353 15.0 34,618 14.7 (265) (0.8)
Selling, general and administrative expenses 15,880 6.9 14,986 6.4 894 6.0
Intangible amortization expense 2,189 1.0 1,950 0.8 239 12.3
Restructuring charges 959 0.4 1,061 0.5 (102) 9.6)
Operating income 15,325 6.7 16,621 7.1 (1,296) 7.8
Interest expense 6,919 3.0 7,086 3.0 167) 2.4)
Other loss, net 227 0.0 418 0.2 (191) (45.7)
Income before income taxes 8,179 3.6 9,117 3.9 (938) (10.3)
Income tax expense 2,725 1.2 2,637 1.1 88 3.3
Net income $ 5454 2.4 $ 6,480 2.8 $  (1,026) (15.8)
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Nine Months Ended September 30, 2012 Compared with Nine Months Ended September 30, 2011

Nine Months Ended September 30, Period-over-Period Change
2012 2011 2012 vs. 2011
Amount % Amount % $ Change % Change
(unaudited)
(Thousands, except per share data)

Distribution net sales $ 481,548 70.7%  $478,380 724% $ 3,168 6.6%
OEM net sales 168,382 24.7 171,826 26.0 (3,444) 2.0)
Engineered Solutions net sales 31,093 4.6 10,296 1.6 20,797 202.0
Consolidated net sales 681,023 100.0 660,502 100.0 20,521 3.1
Gross profit 101,005 14.8 96,885 14.7 4,120 43
Selling, general and administrative expenses 47,354 7.0 46,480 7.0 874 1.9
Intangible amortization expense 5,755 0.8 5,282 0.8 473 9.0
Restructuring charges 1,314 0.2 1,256 0.2 58 4.6
Operating income 46,582 6.8 43,867 6.6 2,715 6.2
Interest expense 20,963 3.1 21,183 3.2 (220) (1.0)
Gain on available for sale securities (753) (0.1) 753
Other (income) loss, net 230 332 0.1 (102) (30.7)
Income before income taxes 25,389 3.7 23,105 3.5 2,284 9.9
Income tax expense 8,579 1.3 7,023 1.1 1,556 22.2
Net income $ 16,810 2.4 $ 16,082 2.4 $ 728 4.5
Diluted income per share $ 096 $ 091

Segments

We have three reportable segments: (1) Distribution, (2) Original Equipment Manufacturers ( OEM ) and (3) Engineered Solutions (formerly
Other ). The Distribution segment serves our customers in distribution businesses, who are resellers of our products, while our OEM segment
serves our OEM customers, who generally purchase more tailored products from us, which are used as inputs into subassemblies of
manufactured finished goods. The Engineered Solutions segment, which was formerly reported as Other, contains that portion of TRC s legacy
business that has not been integrated into our Distribution segment, primarily TRC s military and specialty vehicle business, as well as our WE
business, which was acquired in May 2012. The Other segment was re-labeled as our Engineered Solutions segment as a result of our having
acquired WE in May 2012 and management s concurrent decision to report internally the collective operations of WE and the non-integrated
components of TRC, all of which produce highly engineered, often customized product lines. Therefore, the Engineered Solutions segment
reflects the aggregation of immaterial other operating segments which produce highly engineered, customized product lines.

Net sales

The decrease in net sales for the three months ended September 30, 2012, as compared to the three months ended September 30, 2011, and the
increase in net sales for the nine months ended September 30, 2012, as compared to the nine months ended September 30, 2011, reflected the
following factors:

Increased sales volumes (measured in total pounds shipped as set forth below) accounted for approximately $0.0 million and $33.3
million in increased net sales for the third quarter and first nine months of 2012, as compared to the same periods in 2011,
respectively;
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Lower selling prices in our Distribution and OEM segments, primarily due to lower copper prices, accounted for a decrease in net
sales of approximately $11.8 million and $33.6 million for the third quarter and first nine months of 2012, as compared to the same
periods in 2011, respectively. In particular, average COMEX copper prices decreased by 13.3% and 13.8% in the third quarter and
first nine months of 2012, as compared to the same periods in 2011, respectively;

Our Engineered Solutions segment accounted for $6.2 million and $20.8 million in increased net sales for the third quarter and first
nine months of 2012, as compared to the same periods in 2011, respectively. Our Engineered Solutions segment includes the portion
of TRC s legacy business not integrated into our Distribution segment, primarily its military and specialty vehicle business, as well as
our WE business. TRC was acquired in May 2011 and WE was acquired in May 2012. Accordingly, our results for the third quarter
and first nine months of 2012 included the full impact of the TRC business, and three and four months of results for WE,

respectively. Our results for the third quarter and first nine months of 2011 included approximately three and four and one-half
months of TRC s results, respectively, and did not include any results from WE.

32

Table of Contents 56



Edgar Filing: Coleman Cable, Inc. - Form 10-Q

Table of Conten

The following table sets forth our sales volume by segment, measured in thousands of total pounds shipped, as well as average COMEX copper
prices for the periods presented:

Total Sales Volume in Pounds (1)

Three Months Ended September 30, Nine Months Ended September 30,
2012 2011 % Change 2012 2011 % Change
(Thousands) (Thousands)
Distribution 44,765 44,425 0.8% 130,934 123,242 6.2%
OEM 20,635 21,010 (1.8) 64,821 62,890 3.1
Consolidated 65,400 65,435 (0.1) 195,755 186,132 5.2
Average COMEX Copper (2) $ 3.53 $ 4.07 (13.3) $ 3.62 $ 4.20 (13.8)

(1) Engineered Solutions does not currently track volume through total pounds shipped.

(2) Represents the average price for one pound of copper on the COMEX for the period indicated.

Our overall volumes for the third quarter of 2012, as compared to the third quarter of 2011, were largely flat, primarily reflecting lower overall
demand from both OEMs and within our wire and cable distribution end markets, offset by increased demand relative to our new industrial
products, as well as increased demand for our seasonal products. These more-recent demand trends contrast with those noted during the first half
of 2012 when we experienced demand increases across a number of areas of our business, including OEM and within our wire and cable
distribution end markets, mainly in the form of increased demand from existing customers, which we believe was a function of both increased
sales of our new industrial products, as well as improved market conditions. Though our visibility is limited, recent demand trends indicate we
may be in a continued period of somewhat weaker industry demand levels within certain end markets, particularly within the aforementioned
OEM and wire and cable distribution end markets. In addition, OEM volumes have historically trended lower in the second half of the year, with
fourth quarter demand in particular being impacted by OEM industry-related temporary seasonal and holiday plant shutdowns.

Gross profit

Our overall gross profit declined $0.3 million for the third quarter of 2012 as compared to the third quarter of 2011. For the nine months ended
September 30, 2012, our overall gross profit increased $4.1 million as compared to the first nine months ended September 30, 2011. These
amounts included increases of $2.7 million and $7.4 million attributable to increased gross profit within our Engineered Solutions segment for
the third quarter and first nine months of 2012, as compared the same periods last year, respectively. As noted above, the third quarter and first
nine months 2012 included the full impact of the TRC, as well as three and four months of results, respectively, for WE. The third quarter and
first nine months of 2011 included approximately three and four and one half months of results for TRC, respectively, and did not include any
results for WE. Excluding the impact of the Engineered Solutions segment, gross profit decreased by $3.0 million and $3.3 million for the third
quarter and first nine months of 2012, respectively, as compared to the same periods in 2011, with the declines primarily attributable to the gross
profit impact of lower overall net sales in the third quarter and, to a lesser degree, a decline in our gross profit as a percentage of net sales ( gross
profit rate ). For the third quarter and first nine months of 2012, our overall gross profit rate improved by 0.3% and 0.1%, respectively, (as a
percentage of net sales), as compared to the same periods in 2011, however, these overall improvements reflect the inclusion of a greater
proportion of sales within the Engineered Solutions segment, which generally carry higher margins. Excluding the impact of Engineered
Solutions, we experienced a modest gross profit rate decline during both the third quarter and first nine months of 2012, as compared to the same
periods in 2011. We believe these declines are primarily attributable to more challenging pricing conditions within a number of end markets
during the third quarter of 2012, which generally caused a contraction in the spread between the cost of our products and the prices we were able
to charge in the marketplace for them.

Selling, general and administrative ( SG&A ) expense

Our SG&A expense increased by $0.9 million for both the third quarter and first nine months of 2012, as compared to the same periods in 2011.
These overall increases included increases of $0.4 million and $3.2 million for the third quarter and first nine months of 2012, respectively, due
to increased SG&A attributable to our Engineered Solutions segment. As noted above, the third quarter and first nine months of 2012 included
the full impact of TRC, as well as three and four months of results, respectively, for WE. The third quarter and first nine months of 2011
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included approximately three and four and one half months of results for TRC, respectively, and did not include any results for WE. Excluding
the impact of the Engineered Solutions segment, our SG&A expenses increased $0.5 million for the third quarter and decreased $2.3 million first
nine months of 2012, as compared to the same periods in 2011. The increase for the third quarter was a function of increased stock-based
compensation expense, which accounted for an increase of $1.2 million. The decrease for the first nine months of 2012 related to (1) decreased
stock-based compensation expense which accounted for a reduction of $1.6 million, (2) decreased acquisition-related costs (outside legal,
consulting and other fees, and direct expenses incurred relative to acquisitions) which accounted for a reduction of $2.4 million, partly offset by
(3) a $1.7 million increase across a number of expense areas, most notably payroll and related cost.
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Intangible amortization expense

The $0.2 million and $0.5 million increases in intangible amortization for the three and nine months ended September 30, 2012, as compared to
the three and nine months ended September 30, 2011, respectively, reflect the impact of amortization recorded in relation to the acquisition of
WE partially offset by lower amortization expense recorded in relation to acquisitions made in prior years. Amortization expense relative to
intangible assets reflects the fact that such assets are generally amortized using an accelerated amortization method, which reflects our estimate
of the pattern in which the economic benefit derived from such assets is to be consumed and, accordingly, results in lower amortization in
periods further removed from the period of initial recognition.

Restructuring charges

We recorded $1.0 million and $1.3 million in restructuring costs in the third quarter and first nine months of 2012, respectively. Most notably,
the restructuring charges recorded in 2012 included approximately $0.9 million in costs, primarily severance, equipment moving and other
close-related costs, incurred in connection with the closure of our manufacturing facility in Texarkana, Arkansas. As planned, we ceased all
production at this facility in July 2012 and operations of this facility have been moved to other existing manufacturing facilities. We believe
these actions will generate approximately $1.0 to $1.5 million in annual cost savings, most notably in the form of reduced overhead costs. The
balance of the restructuring charges recorded for 2012 related to costs incurred at facilities closed in prior years currently consisting of one
leased and one owned facility for which we continue to pay holding costs. We recorded $1.1 million and $1.3 million in restructuring costs in
the third quarter and first nine months of 2011, which were primarily comprised of $0.9 million in severance costs related to the realignment of
our Toronto distribution facility in 2011, as well as $0.2 million in severance costs at TRC.

Operating income

The following table sets forth operating income by segment, in thousands of dollars and segment operating income as a percentage of segment
net sales.

Three Months Ended September 30, Year-over-Year Change
2012 2011 2012 vs. 2011
% Net % Net
Amount Sales Amount Sales $ Change % Change
(Thousands)
Operating Income (Loss):
Distribution $ 15,240 9.4% $17,593 102% $ (2,353) (13.4%)
OEM 3,282 6.1 4,040 7.2 (758) (18.8)
Engineered Solutions 1,822 14.0 (434) (6.4) 2,256
Corporate (5,019) (4,578)
Consolidated operating income $ 15,325 6.7% $16,621 7.1% $ (1,296) (7.8)
Nine Months Ended September 30, Year-over-Year Change
2012 2011 2012 vs. 2011
% Net % Net
Amount Sales Amount Sales $ Change % Change
(Thousands)

Operating Income (Loss):
Distribution $ 45,140 9.4% $ 48,889 102% $ (3,749) (7.7%)
OEM 12,929 7.7 14,365 8.4 (1,436) (10.0)
Engineered Solutions 3,649 11.7 (557) (5.4) 4,206
Corporate (15,136) (18,830)
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Consolidated operating income $ 46,582 6.8% $ 43,867 6.6% $ 2,715 6.2

The net sales and operating income amounts for 2011 as set forth in the above table reflect an immaterial restatement to account for a change
made in the fourth quarter of 2011 to integrate a portion of TRC s business into our Distribution segment.
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Segment operating income represents income from continuing operations before interest income or expense, other income or expense, and
income taxes. Corporate consists of items not charged or allocated to the segments, including costs for employee relocation, discretionary
bonuses, professional fees, restructuring expenses, share-based compensation expense, and intangible amortization. Our Distribution and OEM
and, in certain cases, our Engineered Solutions segment, share common production processes, and manufacturing and distribution capacity.
Accordingly, we do not identify net assets to our segments. Similarly, depreciation expense is not allocated to segments, but is included in
manufacturing overhead cost pools and is absorbed into product cost (and inventory) as each product passes through our numerous
manufacturing work centers. Accordingly, as products are sold across our segments, it is impracticable to determine the amount of depreciation
expense included in the operating results of each segment.

The Distribution operating income decline for both the three and nine months ended September 30, 2012, as compared to the three and nine
months ended September 30, 2011, primarily reflected the impact of lower gross profit in 2012. The operating income rate decline for the three
and nine months ended September 30, 2012, as compared to the third quarter and first nine months of 2011, primarily reflects lower gross profit
margins in the third quarter of 2012. As discussed above, these declines primarily reflect the gross profit impact of lower overall net sales in the
third quarter and more challenging pricing conditions within a number of end markets during the third quarter of 2012.

The OEM operating income decline for both the three and nine months ended September 30, 2012, as compared to the three and nine months
ended September 30, 2011, primarily reflected the impact of lower gross profits in 2012. The operating income rate decline for the three and
nine months ended September 30, 2012, as compared to the third quarter and first nine months of 2011, primarily reflects lower gross profit
margins in the third quarter of 2012. As discussed above, these declines primarily reflect the gross profit impact of lower overall net sales in the
third quarter and more challenging pricing conditions within a number of end markets during the third quarter of 2012.

Engineered Solutions recorded operating income of $1.8 million and $3.6 million for the third quarter and first nine months of 2012,
respectively, as compared to an operating loss of $0.4 million and $0.6 million for the third quarter and first nine months of 2011. The increase
in operating income is primarily reflective of the fact that, for the third quarter and first nine months of 2012, the Engineered Solutions segment
operating income included the full impact of TRC, as well as three and four months of operating results for WE, respectively. The third quarter
and first nine months of 2011 included approximately three and four and one-half months of results for TRC, respectively, and did not include
any results for WE.

Interest expense

The $0.2 million decline in interest expense for both the third quarter and first nine months of 2012, as compared to the same periods in 2011,
reflects lower borrowing rates, unused line fees and expenses on our current Revolving Credit Facility (entered into by the Company in August
of 2011), than existed under the terms of the credit facility that existed during much of 2011, partially offset by increased average borrowings.

Gain on available for sale securities

In the second quarter of 2011, prior to the acquisition of TRC, the Company owned 0.3 million shares of TRC common stock worth $7.20 per
share as a result of the agreed upon purchase price for our acquisition of TRC. In accordance with the relevant accounting guidance, the fair
value of this pre-existing investment in TRC was included as a part of the total purchase price for our acquisition of TRC. Consequently, as a
result of the acquisition of TRC, we recognized a gain of $0.8 million on the difference between our cost basis in these 0.3 million shares of
TRC common stock and their fair value at the acquisition date.

Other income, net
We recorded other income reflecting the impact of exchange rate changes on our Canadian subsidiary.
Income tax expense (benefit)

The increase in our tax rate for the three and nine months ended September 30, 2012, as compared to the same respective periods of 2011,
primarily reflects an increase in our year-to-date pre-tax income in 2012 as well as a more favorable rate in 2011 resulting from certain one-time
adjustments related to state and deferred taxes.

The following is a reconciliation for the periods indicated of cash flow from operating activities, as determined in accordance with GAAP, to
EBITDA.
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Net cash flow from operating activities
Interest expense
Income tax expense
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Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(unaudited)
(Thousands) (Thousands)
$ 15,959 $9,345 $ 13,346 $ (5,374)
6,918 7,086 20,963 21,183
2,725 2,637 8,579 7,023
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Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
(unaudited)
(Thousands) (Thousands)
Excess tax benefits from stock-based compensation 512 625 512
Deferred taxes (537) 1,405 (1,865) 3,982
Gain (loss) on disposal of fixed assets (166) 41 (161)
Share-based compensation expense 457) 739 (1,169) (2,781)
Gain on available for sale securities 753
Foreign currency transaction gain (loss) (249) (418) (252) (332)
Amortization of debt issuance costs (a) 427) (512) (1,254) (1,544)
Changes in operating assets and liabilities (3,257) 712 23,325 35,084
EBITDA $20,675 $21,340 $ 62,339 $ 58,345

(a) Amortization of debt issuance costs are included within depreciation and amortization for cash flow presentation, and are included as a
component of interest expense for income statement presentation.
Liquidity and Capital Resources

Debt

The following summarizes long-term debt (including current portion and capital lease obligations) outstanding in thousands of dollars:

As of As of
September 30, December 31,

2012 2011
Revolving Credit Facility $ 74,370 $ 30,000
Senior Notes due 2018 272,602 272,265
Capital lease obligations 738 836
Total long-term debt, including current portion $ 347,710 $ 303,101

Revolving Credit Facility

Our $250.0 million, five-year revolving credit facility agreement with an accordion feature that allows us to increase our borrowings by an
additional $50.0 million (the Revolving Credit Facility ), which expires on October 1, 2016, is an asset-based loan facility, with a $20.0 million
Canadian facility sublimit, and which is secured by substantially all of our assets, as further detailed below.

The interest rate charged on borrowings under the Revolving Credit Facility is based on our election of either the base rate (greater of federal
funds rate plus 0.50% and the lender s prime rate) plus a range of 0.25% to 0.75% or the Eurodollar rate plus a range of 1.50% to 2.00%, in each
case based on quarterly average excess availability under the Revolving Credit Facility. In addition, we pay an unused line fee of between 0.25%
and 0.50% based on quarterly average excess availability pursuant to the terms of the Revolving Credit Facility.

Pursuant to the terms of the Revolving Credit Facility, we are required to maintain a fixed charge covenant ratio of not less than 1.0 to 1.0 for
any month during which our excess availability under the Revolving Credit Facility falls below $30.0 million. Borrowing availability under the
Revolving Credit Facility is limited to the lesser of (1) $250.0 million or (2) the sum of 85% of eligible accounts receivable, 70% of eligible
inventory, with a maximum amount of borrowing-base availability which may be generated from inventory of $150.0 million for the U.S.
portion and $12.0 million Canadian for the Canadian portion, and an advance rate to be 75% of certain appraised real estate and 85% of certain
appraised equipment and capped at $62.5 million, with a $15.0 million sublimit for letters of credit.
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The Revolving Credit Facility is guaranteed by CCI International Inc. ( CCI International ), TRC (excluding TRC s 100%-owned foreign
subsidiary, TRC Honduras, S.A. de C.V.), Patco Electronics ( Patco ), and Watteredge, each of which are 100%-owned domestic subsidiaries, and
is secured by substantially all of our assets and the assets of each of CCI International, TRC, Patco, and Watteredge, including accounts

receivable, inventory and any other tangible and intangible assets (including real estate, machinery and equipment and intellectual property) as

well as by a pledge of all the capital stock of CCI International, TRC, Patco and Watteredge and 65% of the capital stock of our Canadian

foreign subsidiary, but not our Chinese 100%-owned entity.

As of September 30, 2012, we were in compliance with all of the covenants of our Revolving Credit Facility.
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9% Senior Notes due 2018 ( Senior Notes )

Our Senior Notes mature on February 15, 2018 and have an aggregate principal amount of $275.0 million and a 9% coupon rate. Interest
payments are due on February 15" and August 15%. As of September 30, 2012, we were in compliance with all of the covenants of our Senior
Notes. Our Senior Notes were issued at a discount in 2010, resulting in proceeds of less than par value. This discount is being amortized to par
value over the remaining life of the Senior Notes.

The Indenture relating to our Senior Notes contains customary covenants that limit us and our restricted subsidiaries from, among other things,
incurring additional indebtedness, making restricted payments, creating liens, paying dividends, consolidating, merging or selling substantially
all of their assets, entering into sale and leaseback transactions, and entering into transaction with affiliates. Additionally, all our domestic
restricted subsidiaries that guarantee the Revolving Credit Facility are required under the Indenture to guarantee our obligations under the Senior
Notes. Following our entry into the new Revolving Credit Facility, TRC and Patco became subsidiary guarantors of the Senior Notes.

Current and Future Liquidity

In general, we require cash for working capital, capital expenditures, debt repayment and interest. Our working capital requirements tend to
increase when we experience significant increased demand for products or significant copper price increases. Accordingly, we may be required
to borrow against our Revolving Credit Facility in the future upon the occurrence of various events, including increases in the price of copper,
which increase our working capital requirements. Our management assesses the future cash needs of our business by considering a number of
factors, including: (1) earnings and cash flow performance, (2) future working capital needs, (3) current and projected debt service expenses, and
(4) planned capital expenditures.

As of September 30, 2012, we had $126.9 million in excess availability under the Revolving Credit Facility, and $5.3 million in cash and cash
equivalents. We are permanently reinvested in our Honduran subsidiary and do not intend to repatriate funds. Cash held by our Honduran
subsidiary of $0.4 million is not available to fund domestic operations unless these funds are repatriated. The Company would need to accrue
and pay taxes of approximately $0.1 million if the funds were repatriated. We believe that our operating cash flows and borrowing capacity
under the Revolving Credit Facility will be sufficient to fund our operations, meet our debt service requirements and fund our planned capital
expenditures and strategic acquisitions for the foreseeable future.

If we experience a deficiency in earnings compared to our fixed charges in the future, we would need to fund the fixed charges through
additional borrowings under the Revolving Credit Facility. If cash flows generated from our operations, together with borrowings under our
Revolving Credit Facility, are not sufficient to fund our operations, meet our debt service requirements and fund our planned capital
expenditures, we would need to seek additional sources of capital. Limitations on our ability to incur debt contained in the Revolving Credit
Facility and the Indenture relating to our Senior Notes could prevent us from securing additional capital through the issuance of debt. In that
case, we would need to secure additional capital through other means, such as the issuance of equity. In addition, we may not be able to obtain
additional debt or equity financing on terms acceptable to us, or at all. If we were not able to secure additional capital, we could be required to
delay or forego capital spending or other corporate initiatives, such as the development of products, or acquisition opportunities.

Our Revolving Credit Facility permits us to redeem, retire or repurchase our Senior Notes subject to certain limitations. We may repurchase
Senior Notes in the future, but whether we do so will depend on a number of factors and there can be no assurance that we will repurchase any
Senior Notes.

On May 1, 2012, our Board of Directors declared a quarterly dividend of $0.02 per common share, payable on May 30, 2012, to stockholders of
record as of the close of business on May 15, 2012. On August 2, 2012, our Board of Directors declared a quarterly dividend of $0.02 per
common share, payable on August 31, 2012, to stockholders of record as of the close of business on August 15, 2012. On October 30, 2012, our
Board of Directors declared a quarterly dividend of $0.02 per common share, payable on November 30, 2012, to stockholders of record as of the
close of business on November 15, 2012. Future declarations of quarterly dividends are subject to approval of the Board of Directors and may be
adjusted as business needs or market conditions change.

On August 3, 2011, our Board of Directors authorized the purchase of up to 0.5 million shares of the Company s common stock in open market
or privately negotiated transactions. The repurchase plan expires in August 2013. To date, we have repurchased 0.4 million shares pursuant to
this repurchase program. There can be no assurance that any additional share purchases will be made. The number of shares actually purchased
will depend on various factors, including limitations imposed by the Company s debt instruments, the price of our common stock, overall market
and business conditions and management s assessment of competing alternatives for capital deployment.
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Net cash provided by operating activities for the first nine months of 2012 was $13.3 million as compared to net cash used by operating
activities of $5.4 million for the first nine months of 2011. This $18.7 million year-over-year increase in cash provided by operating activities for

the first nine months of 2012, as compared to the first nine months of 2011, was primarily a result of the impact of net favorable changes in
working capital items. In aggregate, changes in operating assets and liabilities accounted for an increase
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of $11.8 million in cash provided in operating activities for the first nine months of 2012 as compared to the same period in 2011. Most notably,
this overall improvement in operating cash flows was driven by a reduction in cash flows required to fund inventories. Net operating cash flows
required to fund inventories was reduced $11.1 million, from $26.5 million for the first nine months of 2011 to $15.4 million of the first nine
months of 2012. This decrease was, in large part, the result of reduced company-wide inventory levels in a number of product categories brought
about by way of consolidating our former major Toronto-based distribution center into our Pleasant Prairie, WI distribution center. This
consolidation of distribution centers allowed us to reduce company-wide stock levels of certain products. Additionally, the reduction reflects a
rationalization and consolidation of a number of consumer products acquired by way of the 2011 Acquisitions, offset by a more marked increase
in copper prices from the beginning of 2012 to September 30, 2012 than from the beginning of 2011 to September 30, 2011.

Net cash used in investing activities for the first nine months of 2012 and 2011 was $61.8 million and $69.3 million, respectively. Most notably,
net cash used in investing activities includes $33.1 million and $58.9 million used to fund acquisitions in the first nine months of 2012 and 2011,
respectively. In addition, net cash used in investing activity includes $28.7 million and $10.5 million in the first nine months of 2012 and 2011,
respectively, for capital expenditures. The significant increase in capital spending for 2012 compared to 2011 reflects, in part, $6.5 million
expended in January 2012 to acquire three of our previously leased manufacturing facilities. In addition, we have undertaken a number of
individual projects across our major manufacturing plants designed to improve our manufacturing efficiencies, lower our costs and expand our
manufacturing capacity and capabilities. We expect our 2012 capital expenditures to total between $35.0 million and $40.0 million, as compared
to $15.0 million for full-year 2011.

Net cash provided by financing activities for the first nine months of 2012 and 2011 was $43.5 million and $48.1 million, respectively, primarily
reflecting the utilization of borrowings from our Revolving Credit Facility to fund the above-noted business acquisitions, capital expenditures
and working capital needs.

Cautionary Note Regarding Forward-Looking Statements

Various statements contained in this report, including those that express a belief, expectation or intention, as well as those that are not statements
of historical fact, are forward-looking statements. These statements may be identified by the use of forward-looking terminology such as
anticipate,  believe, continue, could, estimate, expect, intend, may, might, plan, potential, predict, should, or the nega
variations thereon or comparable terminology. In particular, statements about our expectations, beliefs, plans, objectives, assumptions or future
events or performance contained in this report, including certain statements contained in Management s Discussion and Analysis of Financial
Condition and Results of Operations, are forward-looking statements.

We have based these forward-looking statements on our current expectations, assumptions, estimates and projections. While we believe these
expectations, assumptions, estimates and projections are reasonable, such forward-looking statements are only predictions and involve known
and unknown risks and uncertainties, many of which are beyond our control. These and other important factors, including those discussed under

Item 1A. Risk Factors, and elsewhere in our Annual Report on Form 10-K for the fiscal year ended December 31, 2011 (available at
WWWw.sec.gov), may cause our actual results, performance or achievements to differ materially from any future results, performance or
achievements expressed or implied by these forward-looking statements.

Some of the key factors that could cause actual results to differ from our expectations include:

fluctuations in the supply or price of copper and other raw materials;

increased competition from other wire and cable manufacturers, including foreign manufacturers;

pricing pressures causing margins to decrease;

our dependence on indebtedness and our ability to satisfy our debt obligations;
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changes in the cost of labor or raw materials, including PVC and fuel;

failure to identify, finance or integrate acquisitions;

product liability claims and litigation resulting from the design or manufacture of our products;

advancements in wireless technology;

impairment charges related to our goodwill and long-lived assets;

restructuring charges;

disruption in the importation of raw materials and products from foreign-based suppliers;

our ability to maintain substantial levels of inventory;

increase in exposure to political and economic development crises, instability, terrorism, civil strife, expropriation, and other risks
of doing business in foreign markets;

changes in tax legislation relating to our Honduras subsidiary; and

other risks and uncertainties, including those described under Item 1A. Risk Factors in our Annual Report on Form 10-K for the
fiscal year ended December 31, 2011.
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In addition, any forward-looking statements represent our views only as of today and should not be relied upon as representing our views as of
any subsequent date. While we may elect to update forward-looking statements at some point in the future, we specifically disclaim any
obligation to do so, even if our estimates change and, therefore, you should not rely on these forward-looking statements as representing our
views as of any date subsequent to today.

ITEM 3. Quantitative and Qualitative Disclosures about Market Risk
Our principal market risks are exposure to changes in commodity prices, primarily copper prices, interest rates on borrowings, and exchange rate
risk relative to our operations in Canada.

Commodity Risk. Certain raw materials used in our products are subject to price volatility, most notably copper, which is the primary raw
material used in our products. The price of copper is particularly volatile and can affect our net sales and profitability. We purchase copper at
prevailing market prices and, through multiple pricing strategies, generally attempt to pass along to our customers changes in the price of copper
and other raw materials. From time-to-time, we enter into derivative contracts, including copper futures contracts, to mitigate the potential
impact of fluctuations in the price of copper on our pricing terms with certain customers. We do not speculate on copper prices. All of our
copper futures contracts are tied to the COMEX copper market index and the value of our futures contracts varies directly with underlying
changes in the related COMEX copper futures prices. We record these derivative contracts at fair value on our consolidated balance sheet as
either an asset or liability. At September 30, 2012, we had contracts with a net aggregate fair value of $0.2 million, consisting of contracts to buy
0.6 million pounds of copper in September 2012. A hypothetical adverse movement of 10% in the price of copper at September 30, 2012, with
all other variables held constant, would have resulted in an aggregate loss in the fair value of our commodity futures contracts of approximately
$0.2 million as of September 30, 2012.

Interest Rate Risk. We have exposure to changes in interest rates on a portion of our debt obligations. As of September 30, 2012, approximately
21% of our debt was variable rate, primarily our borrowings under our Revolving Credit Facility for which interest costs are based on either the
lenders prime rate or a LIBOR-based rate. Based on the amount of our variable rate borrowings at September 30, 2012, which totaled
approximately $74.4 million, an immediate one percentage point change in LIBOR would change our annual interest expense by approximately
$0.7 million. This estimate assumes that the amount of variable rate borrowings remains constant for an annual period and that the interest rate
change occurs at the beginning of the period.

Foreign Currency Exchange Rate Risk. We have exposure to changes in foreign currency exchange rates related to our Canadian operations.
Currently, we do not manage our foreign currency exchange rate risk using any financial or derivative instruments, such as foreign currency
forward contracts or hedging activities. In the third quarter of 2012, we recorded an aggregate pre-tax loss of approximately $0.2 million related
to exchange rate fluctuations between the U.S. dollar and Canadian dollar.

ITEM 4. Controls and Procedures

Our management, including our Chief Executive Officer and Chief Financial Officer, has conducted an evaluation of the effectiveness of
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)), as of September 30, 2012. Based on that
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures are effective.

There were no changes in our internal controls over financial reporting (as defined in Exchange Act Rule 13a-15(d) and 15d-15(f)) during the
quarter ended September 30, 2012 that have materially affected, or are reasonably likely to materially affect, our internal controls over financial
reporting.
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PARTII OTHER INFORMATION

ITEM 1. Legal Proceedings

In the ordinary course of our business we may become involved in legal proceedings and receive indemnity claims from customers, suppliers
and other parties. These proceedings and claims may seek significant damages or other types of relief (such as billing set-offs) that, if adversely
resolved, could have a material adverse effect on our financial condition or on our annual or quarterly financial results. We recently received an
indemnity claim for $2.3 million relating to a recent acquisition, which we believe lacks merit and is not payable by us. We believe that we have
substantial and meritorious defenses to all currently pending matters. As a result of these and other factors and although no assurances are
possible, our currently pending matters are not expected to have a material adverse effect on our business, financial condition or results of
operations.

ITEM 1A. Risk Factors

In addition to the other information set forth in this Quarterly Report on Form 10-Q, the reader should carefully consider the factors discussed in
Part I, Item 1A. Risk Factors in our annual Report on Form 10-K for the fiscal year ended December 31, 2011. There have been no material
changes in our risk factors from those disclosed in Part I, Item 1A, of the Company s Annual Report on Form 10-K for the fiscal year ended
December 31, 2011.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Below are the repurchases of common stock by the Company or any affiliated purchaser (as defined in Rule 10b-18(a) (3) under the Exchange
Act) for the three months ended September 30, 2012:

Total number of

shares
purchased as Maximum number of
part of shares that may
publicly yet
Total number of Average price announced be purchased
shares paid per plans or under
Three Months Ended September 30, 2012 purchased share programs the plans or programs
July 1 July 31 $
August 1 August 28 15,790 9.52 15,790
September 1 ~ September 31 22,681 9.49 22,681
Total 38,471 $ 9.50 38,471 126,758

ITEM 6. Exhibits
See Index to Exhibits.

40

Table of Contents 70



Edgar Filing: Coleman Cable, Inc. - Form 10-Q

Table of Conten

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

Date: November 5, 2012

Date: November 5, 2012
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COLEMAN CABLE, INC.
(Registrant)

By /s/ G. Gary Yetman
Chief Executive Officer and President

By /s/ Richard N. Burger
Chief Financial Officer, Executive

Vice President, Secretary and Treasurer
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Item No.

3.1

32

4.1

31.1
31.2
32.1

101

INDEX TO EXHIBITS

Description

Certificate of Incorporation of Coleman Cable, Inc., as filed with the Delaware Secretary of State on October 10, 2006,
incorporated herein by reference to our Quarterly Report on Form 10-Q for the quarter ended September 30, 2006.

Amended and Restated By-Laws of Coleman Cable, Inc., incorporated herein by reference to our Current Report on Form 8-K
as filed on May 5, 2010.

Second Supplemental Indenture, dated August 13, 2012, by and among Watteredge, LLC, Coleman Cable, Inc., CCI
International Inc. and Deutsche Bank National Trust Company, incorporated herein by reference to our Current Report on Form
8-K as filed on August 15, 2012.

Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

Financial statements from the quarterly report on Form 10-Q of the Company for the quarter ended September 30, 2012, filed on
November 5, 2012, formatted in XBRL: (i) the Condensed Consolidated Statements of Income; (ii) the Condensed Consolidated
Statements of Comprehensive Income; (iii) the Condensed Consolidated Balance Sheets; (iv) the Condensed Consolidated
Statements of Cash Flows; and (v) the Notes to Condensed Consolidated Financial Statements furnished herewith.

42

Table of Contents 72



