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Kimball Electronics (Nasdaq: KE)

Safe Harbor Statement
Certain statements contained within this supplementary information, including our fiscal year 2023 guidance, and any

statements made during our earnings conference call today may be considered forward-looking under the Private

Securities Litigation Reform Act of 1995. The statements may be identified by the use of words such as “expect,” “should,”

“goal,” “predict,” “will,” “future,” “optimistic,” “confident,” and “believe.” Undue reliance should not be placed on these

forward-looking statements. These statements are based on current expectations of future events and thus are inherently

subject to uncertainty. If underlying assumptions prove inaccurate or known or unknown risks or uncertainties materialize,

actual results could vary materially from our expectations and projections. These forward-looking statements are subject

to risks and uncertainties including, without limitation, global economic conditions, geopolitical environment, and conflicts

such as the war in Ukraine, global health emergencies including the COVID-19 pandemic, availability or cost of raw

materials and components, foreign exchange fluctuations, and our ability to convert new business opportunities into

customers and revenue. Additional cautionary statements regarding other risk factors that could have an effect on the

future performance of Kimball Electronics, Inc. (the “Company”) are contained in the Company’s Annual Report on Form

10-K for the fiscal year ended June 30, 2022, our earnings release, and other filings with the Securities and Exchange

Commission (the “SEC”).

This supplementary information contains non-GAAP financial measures. The non-GAAP financial measures contained

herein include Constant Currency Growth, Adjusted Selling & Administrative Expenses, Adjusted Operating Income,

Adjusted Net Income, Adjusted Diluted Earnings Per Share, and Return on Invested Capital (“ROIC”). Management

believes these measures are useful and allow investors to meaningfully trend, analyze, and benchmark the performance

of the Company’s core operations. Many of the Company’s internal performance measures that management uses to

make certain operating decisions use these and other non-GAAP measures to enable meaningful trending of core

operating metrics. Reconciliations of the reported GAAP numbers to these non-GAAP financial measures are included on

the Reconciliation of Non-GAAP Results slide, which is in the Appendix of this supplementary information.



Today’s speakers
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Don Charron
Chairman & CEO

Jana Croom
CFO

Andy Regrut
VP Investor RelationsRic Phillips

Incoming CEO



Kimball Electronics | 4

Q2 results were very good…

• For the fourth consecutive quarter, net sales were at all-time 

high for the Company

• Operating margin expanded both sequentially and compared 

to the same period last year

• Ramp-up production on new & existing programs

• Leverage our facility expansions in Thailand and Mexico

• Begin to work down the backlog of open orders

• Expect improvement in sales and margin to continue for 

balance of the year as part of “stair-stepped” fiscal 2023

• Raising our outlook for full year sales, and expect operating 

margin in the mid-to-upper end of the guidance range
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Net sales in Q2 were $437 million, a 39% increase 
compared to the same period last year

FX unfavorably impacted 

sales by 5% in Q2

Net Sales

Q2 FY22

All three vertical markets reported robust, double-digit 

increases with two of them posting all-time bests

$315 

$437 

+39%

Q2 FY23
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Net sales in Automotive were a 
record $200 million  
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46%

• 44% increase compared to Q2 last year

• 46% of total company sales in the quarter

• 8% sequential step-up from Q1

• Growth fueled by next generation braking system

• Opportunities from the “electrification” of vehicles

• 70% of our work in Automotive is in electronic power steering 

with 3 major customers

• Steering architecture essentially the same in vehicles powered 

by motor, internal combustion engine, or hybrid of two

• Average selling price increases with additional features

• “Sticky” business, programs frequently single source 

• Our growth driven by the increase in electronic content per 

vehicle
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Net sales in Medical were $125 million 
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• 39% increase compared to Q2 last year

• 29% of total company sales

• 3rd consecutive quarter to post gains in excess of 30%

• 9% step-up from Q1

• Served the Medical industry for over 20 years

• Future growth fueled by macro megatrends

• Manufacturing capabilities extend beyond electronics 

and printed circuit board assemblies

• Strategy is to grow Medical business faster and 

expand to more aspects of manufacturing solution

• Kimball Medical Solutions highlights full-service of 

capabilities

29%
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Net sales in our Industrial vertical totaled $105 million

• 27% increase over the recasted second quarter last year

• Represents 24% of total company sales

• All-time best result for the Company

• As a reminder, Public Safety is now included in this vertical

• “Green & Clean” – well positioned in the value chain of all major 

brands for well-known heating and cooling products

• Smart Metering started in Europe – promotes better consumption 

of water, gas, and electricity by raising consumer awareness
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24%
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Summary

• Another very good quarter of financial results with record-

setting sales, improving margins, and momentum that will 

build throughout fiscal 2023

• Honored by Circuits Assembly for achieving the Highest 

Overall Customer rating in 7 categories

• Congratulations – and thank you – to associates worldwide 

for once again receiving the prestigious recognition
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Net sales in Q2 were $437 million, an all-time, record 

high for the company 

Foreign exchange negatively 

impacted sales by 5% in the 

quarter

Year-over-year growth would 

have exceeded 40% at 

historical rates

+39% 
from Q2 FY22
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The gross margin rate in Q2 was 7.8%, a 120-bps 
improvement compared to the second quarter last year 

Drivers of GM% Gross Margin Trend

• Record sales volume driving operating 

leverage versus a year ago

• In Q2 2022, production was more 

significantly constrained by parts 

shortages
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Adjusted selling and administrative expenses (1)

(1)  Adjusted Selling & Administrative Expense is a Non-GAAP measure – refer to Reconciliation of Non-GAAP 

Results in the Appendix of this supplementary information.

• Adjusted selling and administrative 

expenses were $16.4 million, compared 

to $13.5 million in Q2 last year

• Increase coming from added resources 

to support our significant growth, wage 

inflation, and accounts receivable 

factoring fees

• When measured as a percent of sales, 

adjusted selling and administrative 

expenses were 3.7%, a 60-bps 

improvement compared to Q2 last year
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Adjusted operating income (1)

(1)  Adjusted Operating Income is a Non-GAAP measure – refer to Reconciliation of Non-GAAP Results in the Appendix of this supplementary information.
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Other income & expense and the effective tax rate

• Other income & expense was expense of $3.3 million in 

the second quarter of this year compared to expense of 

$0.2 million last year

• Higher interest expense primarily accounting for the 

increase, an outcome from elevated debt levels and 

today’s interest rate environment 

• The effective tax rate in Q2 was 24.5%, compared to 

23.7% in the second quarter fiscal 2022
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Adjusted net income and adjusted diluted EPS (1)

(1)  Adjusted Net Income and Adjusted Diluted EPS are Non-GAAP measures – refer to Reconciliation of Non-GAAP Results in the Appendix of this 

supplementary information.
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Balance sheet

• Cash and cash equivalents were $26.3 million at December 31, 2022

• Cash flow used by operating activities was $11.7 million in the second quarter of fiscal 2023

• Cash conversion days were 103 days, up from 81 days in the second quarter last year, and 

99 days in Q1

• Cash flow and CCD were driven by working capital increases to compensate for component 

parts shortages, and new product introductions as evidenced by our robust top-line growth:

• Inventory end the quarter at $487.5 million, up $183 million from a year ago and $38 

million from last quarter

• We continue to purchase material not impacted by the parts shortages so that we can 

fulfill customer orders once the components in short supply are received

• The increase in inventory is heavily concentrated in Mexico and Thailand to support 

higher volume and increasing capacity utilization

• Focus on turning inventory faster – measured as Production Days Sales on Hand
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Balance sheet - continued

• Capital expenditures in the second quarter were $22.7 million, focused on completing the 

facility expansion in Poland, adding equipment in Mexico, and capital needed for new 

product introductions

• Borrowings on our credit facilities at December 31, 2022, were $273.5 million compared 

to $103 million dollars a year ago, and $232.5 million at the end of last quarter

• Our short-term liquidity available totaled $79.8 million at December 31, 2022

• On February 3, 2023, we entered into a $50 million short-term credit facility to provide 

additional domestic liquidity to support equipment and working capital needs
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Share repurchases

• No shares were repurchased in the second quarter of fiscal 2023

• Since October 2015, under our Board authorized share 

repurchase program:

• A total of $88.8 million returned to Share Owners by 

repurchasing 5.8 million shares of common stock

• $11.2 million remaining on program for deployment
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Raising our guidance for net sales in fiscal 2023

CapEx

$80 - $100 million

CapEx guidance of $80 - $100 million

$1.7 - $1.8 billion
Net sales range 

26%- 33% in net sales

Operating margin of 4.6% - 5.2% of 

net sales – expected to be in the mid-

to-upper end of the range

Operating margin of 4.6% - 5.2% - expected to be in 
the mid-to-upper end of the range

Net sales estimated to be in the range of $1.7 - $1.8 
billion, a 26% - 33% increase compared to fiscal 2022

Reminder: original guidance was $1.6 - $1.7 billion

Increase compared to fiscal 2022

CapEx includes equipment in the facility expansion in 
Mexico, and facility expansion in Poland

Capital deployment to support a healthy funnel of 
new product introductions

Addition of equipment with leading-edge 
technologies and capabilities
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Don Charron,

Chairman and CEO

Retiring at the end of February

• Last earnings conference call and webcast as 

Chairman and CEO of Kimball Electronics

• Plan to stay in the Jasper area and remain major 

Share Owner of the Company

• Clean transfer of responsibility and authority on 

March 1st

• Ric Phillips as CEO 

• Bob Phillippy as non-executive Chairperson

• Excited about the future of Kimball Electronics
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Incoming CEO  

Excited to join the Kimball Electronics family

• Rich history of excellence

• Positioned for growth

• Near record levels of open order backlog

• New program wins

• Increased capacity from recent facility expansions

• $2 billion in annual revenue is in the planning horizon

Leverage experience in writing next chapter of success 

for the Company

• Cultural leadership

• Long-term value creation
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Ric Phillips
Incoming CEO
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Q&A
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Appendix
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Non-GAAP Reconciliation 
(Unaudited, Amounts in Thousands, Except Per Share Data) Q3'21 Q4'21 Q1'22 Q2'22 Q3'22 Q4'22 Q1'23 Q2'23

Net Sales Growth (vs. same quarter in prior year) 6 % 15 % (12)% (2)% 19 % 13 % 39 % 39 %

Foreign Currency Exchange Impact 3 % 3 % 1 % — % (2)% (3)% (5)% (5)%

Constant Currency Growth 3 % 12 % (13)% (2)% 21 % 16 % 44 % 44 %

Selling & Administrative Expenses, as reported $ 11,744 $ 14,357 $ 12,204 $ 13,923 $ 13,667 $ 13,643 $ 15,750 $ 16,702

Less: SERP 164 548 (87) 402 (719) (1,159) (235) 340

Adjusted S&A Expense $ 11,580 $ 13,809 $ 12,291 $ 13,521 $ 14,386 $ 14,802 $ 15,985 $ 16,362

Operating Income, as reported $ 14,638 $ 17,079 $ 4,780 $ 6,914 $ 20,277 $ 20,578 $ 13,571 $ 17,489

Add: SERP 164 548 (87) 402 (719) (1,159) (235) 340

Add: Lawsuit Settlements (Recovery) (376) 345 (1,384) — — — — —

Adjusted Operating Income $ 14,426 $ 17,972 $ 3,309 $ 7,316 $ 19,558 $ 19,419 $ 13,336 $ 17,829

Net Income, as reported $ 10,472 $ 14,446 $ 2,564 $ 5,113 $ 13,638 $ 9,938 $ 9,509 $ 10,720
Add: After-Tax Adjustments after Measurement 
Period of GES Acquisition (254) — — — — — — 279

Add: Lawsuit Settlements (Recovery) (285) 262 (1,050) — — — — —

Adjusted Net Income $ 9,933 $ 14,708 $ 1,514 $ 5,113 $ 13,638 $ 9,938 $ 9,509 $ 10,999

Diluted Earnings per Share, as reported $ 0.41 $ 0.57 $ 0.10 $ 0.20 $ 0.54 $ 0.40 $ 0.38 $ 0.43
Add: After-Tax Adjustments after Measurement 
Period of GES Acquisition $ (0.01) $ — $ — $ — $ — $ — $ — $ 0.01

Add: Lawsuit Settlements (Recovery) $ (0.01) $ 0.01 $ (0.04) $ — $ — $ — $ — $ —

Adjusted Diluted Earnings per Share $ 0.39 $ 0.58 $ 0.06 $ 0.20 $ 0.54 $ 0.40 $ 0.38 $ 0.44

Operating Income (GAAP) (TTM) $ 50,233 $ 65,703 $ 52,676 $ 43,411 $ 49,050 $ 52,549 $ 61,340 $ 71,915

Add: Goodwill Impairment (TTM) 7,925 — — — — — — —

Add: SERP (TTM) 2,807 2,073 1,436 1,027 144 (1,563) (1,711) (1,773)

Add: Lawsuit Settlements (Recovery) (TTM) (717) (372) (1,415) (1,415) (1,039) (1,384) — —

Adj. Operating Income (non-GAAP) (TTM) $ 60,248 $ 67,404 $ 52,697 $ 43,023 $ 48,155 $ 49,602 $ 59,629 $ 70,142

Tax Effect (TTM) 11,786 12,844 11,017 9,530 10,774 14,417 16,356 18,856

After-Tax Adj. Operating Income (TTM) $ 48,462 $ 54,560 $ 41,680 $ 33,493 $ 37,381 $ 35,185 $ 43,273 $ 51,286

Average Invested Capital (1) $ 423,545 $ 415,999 $ 414,121 $ 424,854 $ 453,479 $ 491,252 $ 544,711 $ 605,772

ROIC 11.4 % 13.1 % 10.1 % 7.9 % 8.2 % 7.2 % 7.9 % 8.5 %

(1)  Average Invested Capital is computed using the Share Owners equity plus current and non-current debt less cash and cash equivalents averaged for 

the last five quarters.
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Net Sales, Automotive +44%
from Q2 FY22
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Net Sales, Medical 

+39% 
from Q2 FY22



Kimball Electronics | 27

Net Sales, Industrial 

+27% 
from Q2 FY22

Beginning in FY23, Public Safety was combined with Industrial; all prior periods have been recast to conform to current period presentation
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