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LaBARGE, INC.
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(amounts in thousands, except per share amounts)

Three Months Ended Six Months Ended
December 27, December 28, December 27, December 28,
2009 2008 2009 2008

Net sales $ 69,000 $ 68,207 $132,155 §$ 136,399
Costs
and
expenses:

Cost 55,300 57,955 106,225 111,884

of

sales

Selling and administrative expense 8,858 9,642 16,948 17,912

Interest expense 421 145 929 303

Other expense, net 15 6 39 16
Earnings before income taxes 4,406 459 8,014 6,284
Income tax expense 1,569 210 2,074 2,366
Net
earnings $ 2,837 $ 249 $ 5940 3§ 3,918
Basic net earnings per common share $ 0.18 $ 0.02 $ 038 $ 0.26
Average common shares outstanding 15,756 15,451 15,750 15,343
Diluted net earnings per common share $ 0.18 $ 0.02 $ 037 3§ 0.24
Average diluted common shares outstanding 16,041 16,059 16,047 16,070

See accompanying Notes to Consolidated Financial Statements.

LaBARGE, INC.
CONSOLIDATED BALANCE SHEETS

(amounts in thousands, except share and per-share amounts)

December 27, June 28,
2009 2009
(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents $ 8,799 $ 4,297
Accounts and other receivables, net 34,841 37,573
Inventories 57,404 54,686
Prepaid expenses 1,169 1,090
Deferred tax assets, net 3,110 3,055
Total current assets 105,323 100,701
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Property, plant and equipment, net of accumulated depreciation

of $33,350 at December 27, 2009 and $30,823 at June 28,

2009 30,348 30,624
Intangible assets, net 10,187 11,255
Goodwill, net 43,424 43,457
Other assets, net 4,872 4,798

Total assets $ 194,154 $ 190,835
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Current maturities of long-term debt $ 11,140 $ 6,162
Trade accounts payable 22,021 18,354
Accrued employee compensation 12,035 10,957
Other accrued liabilities 3,344 2,483
Cash advances from customers 2,802 6,738
Total current liabilities 51,342 44,694
Long-term advances from customers for purchase of materials 110 47
Deferred tax liabilities, net 2,516 1,885
Deferred gain on sale of real estate and other liabilities 1,614 1,732
Long-term debt 30,269 39,326
Stockholders’ equity:
Common stock, $0.01 par value. Authorized 40,000,000
shares;
15,958,839 issued at December 27, 2009 and June 28,
2009, including shares in treasury 160 160
Additional paid-in capital 14,432 14,700
Retained earnings 94,879 88,939
Accumulated other comprehensive loss (237) (141)
Less cost of common stock in treasury; 84,322 at
December 27, 2009 and 56,765 at June 28, 2009 (931) (507)
Total stockholders’ equity 108,303 103,151
Total liabilities and stockholders’ equity $ 194,154 $ 190,835
See accompanying Notes to Consolidated Financial Statements.
LaBARGE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(amounts in thousands)
Six Months Ended
December 27, December 28,
2009 2008
Cash flows from operating activities:
Net earnings $ 5,940 3,918
Adjustments to reconcile net cash provided by operating
activities:
Depreciation and amortization 4,516 2,765
Loss on disposal of property, plant and equipment 44 -
Amortization of deferred gain on sale of real estate (240) (241)
Stock-based compensation 703 575
Other than temporary impairment of investment --- 19
Deferred taxes 576 (3,120)
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Changes in assets and liabilities:

Accounts and other receivables, net 2,735 11,218
Inventories (2,698) 11,200
Prepaid expenses (79) 97
Trade accounts payable 3,472 (7,477)
Accrued liabilities 1,570 (3,276)
Cash advances from customers (3.872) (2,391)
Net cash provided by operating activities 12,667 13,287
Cash flows from investing activities:
Acquisition of Pensar, net of cash acquired - (44,802)
Additions to property, plant and equipment (2,612) (3,280)
Proceeds from disposal of property, equipment and
other assets 14 10
Additions to other assets and intangibles (487) (592)
Net cash used by investing activities (3.085) (48,664)
Cash flows from financing activities:
Borrowings on revolving credit facility 850 35,375
Payments of revolving credit facility (850) (40,025)
Borrowings of long-term debt - 42,014
Repayments of long-term debt (4,080) (1,577)
Payment of debt issuance costs --- (274)
Excess tax benefits from stock option exercises 387 3,029
Remittance of minimum taxes withheld as part of
net settlements of share-based payments (841) (3,566)
Issuance of treasury stock 140 453
Purchase of treasury stock (686) (3)
Net cash (used) provided by financing activities (5,080) 35,426
Net increase in cash and cash equivalents 4,502 49
Cash and cash equivalents at beginning of period 4,297 1,646
Cash and cash equivalents at end of period $ 8,799 $ 1,695

See accompanying Notes to Consolidated Financial Statements.

LaBarge, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated balance sheet as of December 27, 2009, the related consolidated statements of income for the three and six months ended
December 27, 2009 and December 28, 2008, and the related consolidated statements of cash flows for the six months ended December 27, 2009
and December 28, 2008, have been prepared by LaBarge, Inc. (the “Company”) without audit. In the opinion of management, adjustments, all of a
normal and recurring nature, necessary to present fairly the financial position and the results of operations and cash flows for the aforementioned
periods, have been made. The Company performed an evaluation of subsequent events through January 29, 2010, the date on which the financial
statements were issued, and determined no subsequent events had occurred which would require changes to its accounting or disclosures. The
preparation of financial statements in conformity with Generally Accepted Accounting Principles in the United States of America (“GAAP”)
requires management to make estimates and assumptions in certain circumstances that affect amounts reported in the accompanying
consolidated financial statements. In preparing these financial statements, management has made its best estimates and judgment of certain
amounts included in the financial statements. Areas involving significant judgments and estimates include revenue recognition and cost of sales,
inventories, and goodwill and intangible assets. Actual results could differ from those estimates.

Certain items in the prior year’s consolidated financial statements have been reclassified to conform to the current year presentation. For the
six months ended December 28, 2008, the Company revised its presentation of cash flows from the purchase of
treasury stock, the issuance of treasury stock and the remittance of minimum taxes withheld as a part of net
settlements of share-based payments. The total net cash flow provided by financing activities did not change nor did
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this impact any other presented financial information. The impact of the revision was not considered material to the
previously issued financial statements.

During the first quarter of fiscal year 2010, the Company recorded a $795,000 reduction to income tax expense from a
correction in the apportionment factor for state income tax returns for fiscal years 2006 through 2009 and an increase
in other tax expense, included in selling and administrative expense, of $193,000 ($125,000 after-tax) for a gross
receipts tax that relates to fiscal years 2005 through 2009. The Company determined that the amounts that related to
prior fiscal years were immaterial to all prior fiscal years and, therefore, recognized the adjustments during the first
quarter of fiscal year 2010. The net impact of both adjustments to net earnings was an increase of $670,000 for the
six-months ended December 27, 2009, which had a $0.04 impact on basic and diluted earnings per share. The
Company anticipates that the impact on full-year net earnings for fiscal year 2010 will be immaterial.

Recently Adopted Accounting Standards

In August 2009, the Financial Accounting Standards Board (“FASB”) issued guidance which states companies
determining the fair value of a liability may use the perspective of an investor that holds the related obligation as an
asset. This guidance addresses practice difficulties caused by the tension between fair-value measurements based on
the price that would be paid to transfer a liability to a new obligor and contractual or legal requirements that prevent
such transfers from taking place. This guidance is effective for interim and annual periods beginning after August 27,
2009, and applies to all fair-value measurements of liabilities required by GAAP. No new fair-value measurements are
required by this guidance. The Company adopted this guidance effective September 28, 2009. The adoption of this
guidance did not have a material impact on its consolidated financial statements.

In December 2007, the FASB issued authoritative guidance regarding business combinations, which provides
guidance on the accounting and reporting for business combinations. The guidance is effective for fiscal years
beginning after December 15, 2008 and was adopted by the Company on June 29, 2009. Adoption did not have a
material impact on the Company’s consolidated financial statements.

In June 2009, the FASB issued authoritative guidance titled, “The FASB Accounting Standards Codification and the
Hierarchy of Generally Accepted Accounting Principles — a replacement of FASB Statement No. 162.” The guidance
provides for the FASB Accounting Standards Codification (the “Codification”) to become the single official source of
authoritative, nongovernmental GAAP. The Codification did not change U.S. GAAP but reorganizes the accounting
literature and was effective for the Company’s interim and annual periods ending after September 15, 2009. Adoption
did not have a material impact on the Company’s consolidated financial statements.

In April 2009, the FASB issued guidance, which requires disclosure about fair value of financial instruments for
interim reporting periods of publicly traded companies, as well as in annual financial statements. This guidance also
requires those disclosures in summarized financial information at interim reporting periods. This guidance is effective
for reporting periods ending after June 15, 2009. The Company adopted this guidance effective June 29, 2009. The
adoption of this guidance did not have a material impact on its consolidated financial statements.

In June 2008, the FASB issued guidance that addresses whether instruments granted in share-based payment
transactions are participating securities prior to vesting, and therefore need to be included in the computation of
earnings per share under the two-class method. This guidance is effective for financial statements issued for fiscal
years beginning after December 15, 2008 and interim periods within those years. The adoption of this guidance in the
first quarter of fiscal year 2010 did not have a material impact on the Company’s consolidated financial statements.

Recently Issued Accounting Standards
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In October 2009, the FASB issued guidance, which requires entities to allocate revenue in an arrangement using estimated selling prices of the

delivered goods and services based on a selling price hierarchy. The guidance eliminates the residual method of revenue allocation and requires
revenue to be allocated using the relative selling price method. This guidance should be applied on a prospective basis for revenue arrangements
entered into or materially modified in fiscal years beginning on or after June 15, 2010. The Company will adopt this guidance effective June 28,

2010. The Company does not expect the adoption of this guidance to have a material impact on its consolidated financial statements.

2. ACQUISITION

On December 22, 2008, the Company acquired substantially all of the assets of Pensar Electronic Solutions, LLC (“Pensar”). The acquisition of
Pensar, located in Appleton, Wisconsin, provided the Company with a presence in the Upper Midwest, and added significant new medical,
natural resources and industrial accounts to the Company’s customer mix. Pensar is a contract electronics manufacturer that designs, engineers
and manufactures low-to-medium volume, high-mix, complex printed circuit board assemblies and higher-level electronic assemblies for
customers in a variety of end markets.

The purchase price for the net assets acquired was $45.4 million. The purchase agreement includes an earn-out provision based on Pensar
attaining certain financial targets for the periods ending June 28, 2009, and June 27, 2010. The financial targets for the period ended June 28,
2009, were not met and no additional consideration has been paid. If the financial targets are met for the 18 months ending June 27, 2010, the
sellers would receive additional consideration of $2.2 million.

For the three and six months ended December 27, 2009, Pensar’s sales were $15.7 million and $25.9 million, respectively. Net earnings

attributable to Pensar for the three and six months ended December 27, 2009 were $372,000 ($0.02 per share) and $289,000 ($0.02 per share),
respectively.

3. SALES AND NET SALES
Sales and net sales consist of the following:
(in thousands)

Three Months Ended Six Months Ended
December December December December

27, 28, 27, 28,

2009 2008 2009 2008
Sales $69,103 $ 68,361 $132,397 $ 136,831
Less sales discounts 103 154 242 432
Net sales $69,000 $ 68.207 $132,155 $ 136,399

Geographic Information

The Company has no sales offices or facilities outside of the United States. Sales for exports exceeded 10% of total
sales in the quarter ended December 27, 2009, for the first time. This was due to a large contract related to wind power
generation equipment. This contract is denominated in U.S. dollars; and therefore, the Company does not have foreign
currency risk associated with the related accounts receivable.

Customer Information

The Company’s top three customers and their relative contributions to net sales for the fiscal quarter ended December 27, 2009, were as follows:
Owens-Illinois, Inc., $10.0 million (14.5%); American Superconductor Corporation, $7.1 million (10.3%); and Raytheon Company, $6.4 million
(9.2%). This compares with Owens-Illinois, Inc., $10.1 million (14.8%); Schlumberger Ltd., $8.0 million (11.7%); and Northrop Grumman,
$6.8 million (9.9%); for the fiscal quarter ended December 28, 2008.

4. ACCOUNTS AND OTHER RECEIVABLES

Accounts and other receivables consist of the following:
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(in thousands)

December 27, June 28,
2009 2009

Billed $ 32,462 $ 35,269
shipments
Less allowance 360 350
for doubtful
accounts
Trade 32,102 34919
receivables, net
Other current 2,739 2,654
receivables

Total $ 34,841 $ 37,573

Included in accounts receivable at December 27, 2009, and June 28, 2009, was $386,000 and $791,000, respectively, of receivables due directly
from the U.S. Government and $15.8 million and $13.8 million, respectively, due from customers related to contracts with the U.S.
Government.

At December 27, 2009, the amounts due from the three largest accounts receivable debtors and the percentage of total accounts receivable
represented by those amounts were $4.7 million (14.4%), $4.4 million (13.6%), and $2.9 million (8.9%). This compares with $6.2 million
(17.5%), $3.4 million (9.7%), and $2.6 million (7.3%) at June 28, 2009.

Other current receivables for the fiscal quarters ended December 27, 2009, and June 28, 2009, included an income tax receivable of $2.7 million
and $2.2 million, respectively. Included in the income tax receivable at December 27, 2009, was $1.2 million due from state income tax refunds
for fiscal year 2006 through fiscal year 2009. Please refer to Note 1 to the Consolidated Financial Statements.

5. INVENTORIES

Inventories consist of the following:

(in thousands)

December June
27, 28,
2009 2009
Raw materials $ 37,143 $38,902
Work in progress 5,274 3,768
Inventoried costs relating to long-term
contracts, net of amounts attributable to
revenues recognized to date 11,896 9,296
Finished goods 3,091 2,720
Total $ 57,404 $54,686

For the quarters ended December 27, 2009, and December 28, 2008, expense for obsolete or slow-moving inventory charged to income before
income taxes was $296,000 and $260,000, respectively. For the six months ended December 27, 2009, and December 28, 2008, expense for
obsolete or slow-moving inventory charged to income before income taxes was $551,000 and $857,000, respectively. This expense does not
include the $4.2 million charge related to the Eclipse bankruptcy recognized in the second quarter of fiscal 2009 as discussed in the Overview
section of Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following table shows the cost elements included in the inventoried costs related to long-term contracts:

(in thousands)

December June
27, 28,
2009 2009
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Production costs of goods currently in process ¥ $ 11,622 $9,115
Excess of production costs of delivered units

over the estimated average cost of all units

expected to be produced, including tooling

and non-recurring costs 369 621

Unrecovered costs subject to future

negotiation 199 69

Reserve for contracts with estimated costs in

excess of contract revenues (294) (509)
Total inventoried costs $ 11,896 $9,296

(1) Selling and administrative expenses are not included in inventory costs.

Deferred production costs generally tend to be significant on large multi-year contracts for which the Company has not previously produced the
product.

The inventoried costs relating to long-term contracts includes unrecovered costs of $199,000 and $69,000 at December 27, 2009, and June 28,
2009, respectively, which are subject to future determination through negotiation or other procedures not complete at December 27, 2009. In the
opinion of management, these costs will be recovered by contract modification.

The Company records a loss reserve when the estimated costs of a contract exceed the net realizable value of such contract. The Company
currently has two contracts that generate the majority of the loss reserves. Both contracts are fixed-price contracts where the Company

underestimated the materials cost and the inflation in commodity prices when the contracts were bid. The Company has recorded a reserve
equal to the amount that estimated costs are expected to exceed the net realizable revenue over the term of the contract. The decrease in the

reserves from June 28, 2009, to December 27, 2009, is a result of shipments on the two contracts described above.
6. INTANGIBLE ASSETS, NET

Intangible assets, net, consist of the following:

(in thousands)

December June
27, 28,

2009 2009
Software $ 5,502 $ 5,133
Less accumulated amortization 4,284 3,972
Net software 1,218 1,161
Customer list 13,070 13,070
Less accumulated amortization 4,567 3,679
Net customer list 8,503 9,391
Employee agreements 950 950
Less accumulated amortization 484 247
Net employee agreements 466 703
Total intangible assets, net $ 10,187 $11,255

Intangible assets are amortized over a period ranging from two to eight years. Amortization expense for intangible assets was $737,000 for the
three months ended December 27, 2009, compared with $292,000 for the three months ended December 28, 2008. The increase is attributable to
the amortization of the customer list and employee agreements associated with the Pensar Acquisition. Amortization expense for the six months
ended December 27, 2009, and December 28, 2008, were $1.4 million and $527,000, respectively.

The Company anticipates that amortization expense will approximate $2.8 million for fiscal year 2010, $2.2 million for fiscal year 2011, $2.0
million for fiscal year 2012, $1.7 million for fiscal year 2013 and $1.7 million for fiscal year 2014.

7. GOODWILL
Goodwill is summarized as follows:

(in thousands)

Total inventoried costs 9
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December June

27, 28,

2009 2009

Goodwill $ 43,624 $43,657
Less

accumulated

amortization 200 200
Net

_goodwill $ 43424 $43,457

Impairment is tested annually in the fourth quarter of each fiscal year, or more frequently if events or circumstances change. The purchase price
allocation related to the Pensar acquisition was revised during the six months ended December 27, 2009 by $33,000, primarily for a change in

estimated fair value of inventory acquired.

8. OTHER ASSETS
Other assets consist of the following:

(in thousands)

December June
27, 28,
2009 2009
Cash value of life insurance $ 4,642 $4,482
Deposits, licenses

and other, net 6 47
Deferred
financing

costs, net 188 233

Other 36 36

Total $ 4,872 $4,798

The cash value of life insurance relates to Company-owned life insurance policies on certain current and retired key employees.

9.

Short-term borrowings, long-term debt and current maturities of long-term debt consist of the following:

(dollars in thousands)

SHORT- AND LONG-TERM OBLIGATIONS

December June 28,
27,
2009 2009

Short-term borrowings:
Revolving credit agreement:
Balance at period-end
Interest rate at period-end
Average amount of short-term borrowings
outstanding during period
Average interest rate for period
Maximum short-term borrowings at
any month-end

§ . S
3.75% 4.0%

$ 5 $ 2,206
3.79% 4.10%

$ --- $ 5,875

Senior long-term debt:
Term loan

Total inventoried costs

$ 41,000 $ 45,000

10
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Other 409 488
Total senior long-term debt 41,409 45,488
Less current maturities 11,140 6,162
Long-term debt, less current maturities $ 30,269 $ 39,326

The average interest rate was computed by dividing the sum of daily interest costs by the sum of the daily borrowings for the respective periods.

Senior Lender:

The Company entered into a senior secured loan agreement on December 22, 2008, which was amended on January 30, 2009. The following is a
summary of certain provisions of the agreement:

» The agreement provides for a revolving credit facility, up to $30.0 million, which is available for direct borrowings or letters of credit.
The facility is based on a borrowing base formula equal to the sum of 85% of eligible receivables and 35% of eligible inventories. As
of December 27, 2009, there were no outstanding loans under the revolving credit facility. As of December 27, 2009, letters of credit
issued were $1.1 million, leaving an aggregate of $28.9 million available under the revolving credit facility. This credit facility matures
on December 22, 2011.

* The agreement provides for an aggregate $45.0 million term loan, with quarterly principal payments beginning in September 2009 of
$2.0 million, increasing to $2.5 million in September 2010 and increasing to $2.7 million in September 2011. The balance is due on
December 22, 2011.

* Interest on the revolving facility and the term loan is calculated at a base rate or LIBOR plus a stated spread based on certain ratios.
For the fiscal quarter ended December 27, 2009, the average rate was approximately 3.6%.

* All loans are secured by substantially all the assets of the Company other than real estate.

* The Company must comply with covenants and certain financial performance criteria consisting of Earnings Before Interest, Taxes,
Depreciation and Amortization (“EBITDA”) in relation to debt, minimum net worth and operating cash flow in relation to fixed charges.
The Company was in compliance with its borrowing agreement covenants as of and during the fiscal quarter ended December 27,

2009.

* The Company’s exposure to variable interest rates has increased. This variability and market volatility creates a level of uncertainty in
interest payments on a period-to-period basis.

Interest Rate Swap:

To mitigate the risk associated with interest rate volatility, the Company entered into an interest rate swap agreement. This pay-fixed,
receive-floating rate swap limits the Company’s exposure to interest rate variability and allows for better cash flow control. The swap is not used
for speculative purposes.

Under the original agreement, the Company fixed the interest payments to a base rate of 1.89% plus a stated spread based on certain ratios. The

beginning notional amount is $35.0 million, which will amortize simultaneously with the term loan schedule in the associated loan agreement
and will mature on December 22, 2011.

On September 30, 2009 the Company made an additional payment in conjunction with the first principal payment under the loan agreement
dated December 22, 2008. This additional payment required a restructuring of the interest rate swap agreement. As a result, the fixed base rate
under the revised agreement increased to 1.92%. This rate will apply until the swap matures on December 22, 2011.

The interest rate swap agreement has been designated as a cash flow hedging instrument, and the Company has formally documented, designated
and assessed the effectiveness of the interest rate swap. The financial statement impact of ineffectiveness for the three and six months ended
December 27, 2009 was immaterial.

Fair Value:

The Company considered the carrying amounts of cash and cash equivalents, securities and other current assets and liabilities, including
accounts receivable and accounts payable, to approximate fair value because of the short maturity of these financial instruments.

The Company has considered amounts outstanding under the long-term debt agreements and determined that carrying amounts recorded in the

Total inventoried costs 11
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financial statements are consistent with the estimated fair value as of December 27, 2009.

Additionally, the interest rate swap agreement, further described above, has been recorded by the Company based on the estimated fair value as
of December 27, 2009.

At December 27, 2009, the Company recorded a liability of $353,000 classified within other long-term liabilities in the consolidated balance
sheet, and accumulated other comprehensive loss of $237,000 (net of deferred income tax effects of $116,000) relating to the fair value of the
interest rate swap contract.

The Company adopted new authoritative guidance for its financial assets and liabilities effective June 30, 2008 thatestablishes a three-level

hierarchy for disclosure of fair value measurements, based upon the transparency of inputs to the valuation of an asset or liability as of the
measurement date, as follows:

e Level 1 —inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in active markets.

* Level 2 —inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets, and inputs that
are observable for the asset or liability, either directly or indirectly, for substantially the full term of the financial instrument.

e Level 3 —inputs to the valuation methodology are unobservable and significant to the fair value measurement.

The Company’s interest rate swap is valued using a present value calculation based on an implied forward LIBOR curve (adjusted for the
Company’s credit risk) and is classified within Level 2 of the valuation hierarchy, as presented below:

(in thousands)

Fair Value as of December 27, 2009

Level 1 Level 2 Level 3 Total
Other long-term liabilities:
Interest rate swap derivative $ - $ 353 $ - $ 353
$ - $ 353 $ - $ 353

Other Long-Term Debt:

Other long-term debt includes capital lease agreements with outstanding balances totaling $159,000 at December 27,
2009, and $238,000 at June 28, 2009.

The aggregate maturities of long-term obligations are as follows:

(in thousands)

Fiscal Year

2010 $ 4,082
2011 12,069
2012 25,258
2013 -
2014 -

Total $41,409

10. CASH FLOWS

Total cash payments for interest for the three months ended December 27, 2009, and December 28, 2008, amounted to $452,000 and $130,000,
respectively. Total cash payments for interest for the six months ended December 27, 2009 and December 28, 2008,
amounted to $927,000 and $262,000, respectively. Total cash payments for federal and state income taxes for the
three months ended December 27, 2009, and December 28, 2008, amounted to $1.5 million and $3.1 million,

Total inventoried costs 12
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respectively. Total cash payments for federal and state income taxes for the six months ended December 27, 2009, and
December 28, 2008, amounted to $1.5 million and $3.1 million, respectively.

11. COMPREHENSIVE INCOME
Comprehensive income consists of the following:

(in thousands)

Three Months Ended Six Months Ended
December 27, December 28, December 27, December 28,
2009 2008 2009 2008
Net earnings $ 2,837 $ 249 $ 5,940 $ 3,918
Other comprehensive loss 23 -—- 96 -—-
Comprehensive income $ 2,814 $ 249 $ 5,844 $ 3,918

The other comprehensive loss of $23,000 and $96,000 recognized in the three and six months ended December 27, 2009, represents the result of
the changes in the fair value of the interest rate swap agreement described in Note 9 to the Consolidated Financial Statements. The agreement
has been designated as a hedge of the variability of cash flows associated with the floating rate debt and has met current effectiveness criteria.
12. EARNINGS PER COMMON SHARE

Basic and diluted earnings per common share are computed as follows:

(amounts in thousands, except earnings per-share amounts)

Three Months Ended Six Months Ended
December 27, December 28, December 27, December 28,
2009 2008 2009 2008
Net earnings $ 2837 $ 249 $ 5,940 $ 3918
Basic net earnings per common share $ 0.18 $  0.02 $ 0.38 $ 0.26
Diluted net earnings per common share $ 0.18 $ 0.02 $ 037 $ 0.24

Basic earnings per share are calculated using the weighted-average number of common shares outstanding during the period. Diluted earnings
per share are calculated under the treasury stock method using the weighted-average number of common shares outstanding during the period
plus shares issuable upon the assumed exercise of dilutive common share options.

Basic and diluted shares are computed as follows:

(in thousands)

Three Months Ended Six Months Ended
December 27, December 28, December 27, December 28,
2009 2008 2009 2008

Average common shares
outstanding - basic 15,756 15,451 15,750 15,343
Dilutive options and nonvested shares 285 608 297 727
Adjusted average common shares
outstanding - diluted 16,041 16,059 16,047 16,070

All stock options outstanding and nonvested shares at December 27, 2009, and December 28, 2008, were dilutive and included in the
computation of diluted earnings per share. These options expire in various periods through 2014. The Company had awarded certain key
executives nonvested shares tied to the Company’s fiscal year 2008 financial performance. The compensation expense related to these awards is
recognized quarterly. The nonvested shares vest at the end of the current fiscal year.

Total inventoried costs 13



13. STOCK-BASED COMPENSATION
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The Company has established the 1993 Incentive Stock Option Plan, the 1995 Incentive Stock Option Plan and the 1999 Non-Qualified Stock
Option Plan (collectively, the “Plans”). The Plans provide for the issuance of up to 2.2 million shares to be granted in the form of stock-based
awards to key employees of the Company. In addition, pursuant to the 2004 Long Term Incentive Plan (“LTIP”), the Company provides for the
issuance of up to 850,000 shares to be granted in the form of stock-based awards to certain key employees and nonemployee directors. The
Company may satisfy the awards upon exercise with either new or treasury shares. The Company’s stock compensation awards outstanding at
December 27, 2009, include stock options, restricted stock and performance units.

For the three months ended December 27, 2009, total stock-based compensation was $395,000 ($248,000 after-tax), equivalent to earnings per
basic and diluted shares of $0.02. For the six months ended December 27, 2009, total stock-based compensation was $703,000 ($444,000
after-tax), equivalent to earnings per basic and diluted shares of $0.03. For the three and six months ended December 28, 2008, total stock-based
compensation was $3,000 ($2,000 after-tax), and $575,000 ($355,000 after-tax), respectively, and was equivalent to earnings per basic and
diluted share of $0.00 and $0.02, respectively. Stock-based compensation was lower for the three and six months ended December 28, 2008, as
the Company did not achieve the financial goals tied to fiscal year 2009 performance units.

As of December 27, 2009, the total unrecognized compensation expense related to nonvested shares and performance units was $307,000 pretax,
to be recognized over the remainder of the fiscal year. At December 28, 2008, the total unrecognized compensation expense related to nonvested
awards, including stock options, performance units and nonvested shares, was $1.1 million pretax, and the period over which it was expected to

be recognized was 1.3 years.

Stock Options

A summary of the activity in the Company’s Plans during the six months ended December 27, 20009, is presented below:

Weighted-
Average
Weighted- Number of Weighted- Fair Value
Number of Average Shares Average of Granted
Shares Exercise Price Exercisable Exercise Price Options
Outstanding at June 28, 2009 584,539 $ 4.97 584,539 $ 497
Exercised 140,687 $ 2.85
Outstanding at September 27, 443,852 5.64 443,852 $ 564
2009
Exercised 9,000 8.54 - ---
Outstanding at December 27, 434,852 $ 5.58 434,852 $ 5.58 ---
2009
The following table summarizes information about stock options outstanding and exercisable as of December 27, 2009:
Weighted-
Average Weighted- Aggregate Intrinsic
Remaining Average Value (1
Range of Number Contractual Life Exercise alue (1)
Exercise Prices Qutstanding (In Years) Price (in millions)
$2.50 - 3.00 113,400 1.9 $ 2.85 $ 1,004
$3.01 -5.96 127,800 3.8 3.52 1,045
$5.97 —8.54 193.652 4.9 8.54 612
434,852 3.8 $ 5.58 $ 2,661

The intrinsic value of a stock option is the amount by which the December 27, 2009 market value of the underlying stock exceeds the exercise

price of the option.

Stock Options
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The total intrinsic value of stock options exercised during the three months ended December 27, 2009 and December 28, 2008 was $18,000 and
$8.2 million respectively. For the six months ended December 27, 2009 and December 28, 2008, the total intrinsic value of stock options
exercised was $1.1 million and $8.2 million, respectively. The exercise period for all stock options generally may not exceed 10 years from the
date of grant. Stock option grants to individuals generally become exercisable over a service period of one to five years. There were no stock
options granted in the three and six months ended December 27, 2009.

Performance Units and Nonvested Stock

The Company’s LTIP provides for the issuance of performance units, which will be settled in stock subject to the achievement of the Company’s
financial goals. Settlement will be made pursuant to a range of opportunities relative to net earnings. No settlement will occur for results below
the minimum threshold and additional shares shall be issued if the performance exceeds the targeted goals. The compensation cost of
performance units is subject to adjustment based upon the attainability of the target goals.

Upon achievement of the performance goals, shares are awarded in the employee’s name but are still subject to a two-year vesting condition. If
employment is terminated (other than due to death or disability) prior to the vesting period, the shares are forfeited. Compensation expense is
recognized over the performance period plus vesting period. The awards are treated as a liability award during the performance period and as an
equity award once the performance targets are settled. Awards vest on the last day of the second fiscal year following the end of the performance
period.

A summary of the activity of the Company’s nonvested shares during the three and six months ended December 27, 2009, is presented below:

Number of Weighted-
Nonvested Average
Shares Grant Price

Nonvested shares at June 28, 2009 141,923 $ 13.00
Issued --- -
Vested --- -
Forfeited --- ---
Nonvested shares at December 27, 2009 141,923 $ 13.00

For the q