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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

CLEARFIELD, INC.
CONDENSED BALANCE SHEETS

(Unaudited) (Audited)
December 31, September 30,
2014 2014

Assets

Current Assets

Cash and cash equivalents $ 17,174,024 $ 18,191,493

Short-term investments 6,894,000 6,632,000

Accounts receivables, net 4,654,977 5,027,856

Inventories, net 5,359,155 5,390,342

Deferred taxes 1,986,037 2,249,435

Other current assets 771,970 543,257
Total Current Assets 36,840,163 38,034,383

Property, plant and equipment, net 3,997,151 2,462,250

Other Assets

Long-term investments 8,303,000 8,302,000

Goodwill 2,570,511 2,570,511

Deferred taxes - 156,622

Other 316,293 322,132

Total other assets 11,189,804 11,351,265
Total Assets $ 52,027,118 $ 51,847,898

Liabilities and Shareholders’ Equity

Current Liabilities

Accounts payable 2,468,594 2,104,526

Accrued compensation 1,152,388 2,749,080

Accrued expenses 260,801 247,658
Total Current Liabilities 3,881,783 5,101,264

Other Liabilities

Deferred taxes 108,980 -

Total other liabilities 108,980 -
Total Liabilities 3,990,763 5,101,264

Commitments and Contingencies - =

Shareholders’ Equity

Preferred stock, $.01 par value; authorized 50@esha

no shares outstanding - -

Common stock, authorized 50,000,000, $.01 par val

13,742,873 and 13,742,964, shares issued and

outstanding at December 31, 2014 and September <

2014 137,429 137,430

Additional paid-in capital 56,257,338 56,036,989

Accumulated deficit (8,358,412) (9,427,785)
Total Shareholders’ Equity 48,036,355 46,746,634
Total Liabilities and Shareholders’ Equity $ 52,027,118 $ 51,847,898

SEE ACCOMPANYING NOTES TO CONDENSED FINANCIAL STATEENTS



CLEARFIELD, INC.
CONDENSED STATEMENTS OF EARNINGS

SEE ACCOMPANYING NOTES TO CONDENSED FINANCIAL STATEENTS

UNAUDITED
Three Months Ended December 31,
2014 2013
Net sales 13,986,620 $ 16,147,622
Cost of sales 8,244,106 9,209,977
Gross profit 5,742,514 6,937,645
Operating expenses
Selling, general and administrative 4,125,997 3,865,019
Income from operations 1,616,517 3,072,626
Interest income 25,856 19,700
Income before income taxes 1,642,373 3,092,326
Income tax expense 573,000 1,110,000
Net income 1,069,373 $ 1,982,326
Net income per share:
Basic $0.08 $0.16
Diluted $0.08 $0.15
Weighted average shares outstanding:
Basic 13,222,180 12,689,412
Diluted 13,581,434 13,544,424



CLEARFIELD, INC.
CONDENSED STATEMENTS OF CASH FLOWS
UNAUDITED
Three Months Ended December 31
2014 2013

Cash flows from operating activities

Net income 1,069,373 $ 1,982,326
Adjustments to reconcile net income to net cashigeal
by operating activities:
Depreciation and amortization 229,900 151,910
Deferred taxes 529,000 1,028,210
Gain on disposal of assets - (86)
Stock based compensation 283,627 188,160
Changes in operating assets and liabilities:
Accounts receivable, net 372,879 5,553,199
Inventories, net 31,187 499,673
Other assets (222,800; (189,241)
Accounts payable and accrued expenses (1,219,481) (2,414,434)
Net cash provided by operating activities 1,073,685 6,799,717
Cash flows from investing activities
Purchases of property, plant and equipment and
intangible assets (1,764,875) (92,298)
Purchases of investments (1,638,000 (2,606,000)
Proceeds from maturities of investments 1,375,000 3,782,000
Net cash (used in) provided by investing actiti (2,027,875 1,083,702
Cash flows from financing activities
Proceeds from issuance of common stock under
employee stock purchase plan 105,615 90,417
Proceeds from issuance of common stock upon
exercise of stock options 1,276 25,327
Tax withholding related to exercise of stock option - (72,816)
Repurchase of common stock (170,170 -
Net cash (used in) provided by financing actbgti (63,279) 42,928
(Decrease) increase in cash and cash equivalents (1,017,469) 7,926,347
Cash and cash equivalents, beginning of period ,1918493 9,807,957
Cash and cash equivalents, end of period $ 17,174,024 $ 17,734,304
Supplemental disclosures for cash flow information
Cash paid during the year for income taxes s $ 79,276
Non-cash financing activities
Cashless exercise of stock options $ 3,220 $ 22,427

SEE ACCOMPANYING NOTES TO CONDENSED FINANCIAL STATEENTS



NOTES TO CONDENSED FINANCIAL STATEMENTS

Note 1. Basis of Presentation

The accompanying (a) condensed balance sheet @sptémber 30, 2014, which has been derived from
audited financial statements, and (b) unauditeeriim: condensed financial statements have been qa@fey the
Company in accordance with accounting principlesegally accepted in the United States of Amerigairiterim
financial information, pursuant to the rules anglulations of the Securities and Exchange CommissRursuant to
these rules and regulations, certain financialrimfttion and footnote disclosures normally includethe financial
statements have been condensed or omitted. Howigvéine opinion of management, the financial stetets
include all adjustments, consisting of normal reiogr accruals, necessary for a fair presentatiotheffinancial
position and results of operations and cash flofab@ interim periods presented. Operating redoltdhe interim
periods presented are not necessarily indicativeesilts to be expected for the full year or foy ather interim
period, due to variability in customer purchasingtterns and seasonal, operating and other factdrsese
condensed financial statements should be read mjurction with the financial statements and notesrdto
included in the Company’s Annual Report on FormKlfdr the year ended September 30, 2014.

In preparation of the Company’s financial statermemhanagement is required to make estimates and
assumptions that affect reported amounts of aaset$iabilities and related revenues and expensésgithe reporting
periods. As future events and their effects carmotdetermined with precision, actual results codiffer
significantly from these estimates.

Note 2. Net Income Per Share

Basic net income per common share (“EPS”) is cosgppbiy dividing net income by the weighted average
number of common shares outstanding for the reppgeriod. Diluted EPS equals net income dividgdhe sum
of the weighted average number of shares of comstonk outstanding plus all additional common stock
equivalents, such as stock options and restri¢tark @awards, when dilutive.

Three Months Ended December 31

2014 2013

Net income $ 1,069,373 $ 1,982,326
Weighted average common shares 13,222,180 12889,
Dilutive potential common shares 359,254 855,012
Weighted average dilutive common shares outstanding 13,581,434 13,544,424
Net income per common share:

Basic $ 0.08 $ 0.16

Diluted $ 0.08 $ 0.15

Note 3. Cash, Cash Equivalents and Investments

The Company currently invests its excess cash ineymaenarket accounts and bank certificates of déposi
(CDs) with a term of not more than three years.s®iith original maturities of more than three man#ine reported
as held-to-maturity investments and are carriednadrtized cost. The maturity dates of the Compau@Ds at
December 31, 2014 and September 30, 2014 arelawsol

December 31, September 30,
2014 2014
Less than one year $ 6,894,000 $ 6,632,000
1-3 years 8,303,000 8,302,000
Total $ 15,197,000 $ 14,934,000

Note 4. Stock Based Compensation

The Company recorded $283,627 of compensation egpeslated to current and past option grants,
restricted stock grants and the Company’'s Empldyeek Purchase Plan (“ESPP”) for the three montidee
December 31, 2014. The Company recorded $188,860mpensation expense related to current andgupsty
awards for the three months ended December 31,.20IBis expense is included in selling, general and
administrative expense. As of December 31, 204468,406 of total unrecognized compensation expegisted



to non-vested equity awards is expected to be rézed over a weighted average period of approxiinee3
years.

There were no stock options granted during theetimenth periods ended December 31, 2014 and
December 31, 2013. The following is a summarytotls option activity during the three months endlextember
31, 2014:

Number of Weighted average
options exercise price
Outstanding at September 30, 2014 373,051 $4.93
Granted - -
Exercised (1,450) 3.10
Cancelled or Forfeited - -
Outstanding at December 31, 2014 371,601 $4.94

The intrinsic value of an option is the amount Hyich the fair value of the underlying stock exceitds
exercise price. At December 31, 2014, the weigltegtage remaining contractual term for all outditag stock
options was 2.3 years and their aggregate intrinalue was $2,737,943. At December 31, 2014, thighted
average remaining contractual terms of options thete exercisable was 2.4 years and their aggregtesic
value was $2,383,960. During the three months @ridlecember 31, 2014, the Company received procetds
$1,276 from the exercise of stock options. Durihg three months ended December 31, 2013, exerstsel
options totaled 20,400 shares, resulting in $25@2%oceeds to the Company.

Restricted Stock

The Company’s 2007 Stock Compensation Plan peitsitSompensation Committee to grant other stock-

based awards. The Company makes restricted stacksgto key employees and non-employee direchaisviest
over one to ten years.

During the three-month period ended December 314 2the Company granted employees restricted stock
awards totaling 3,000 shares of common stock, aitlesting term of ten years and a fair value of $3.per share.
Restricted stock transactions during the three-mpetiod ended December 31, 2014 are summarizédiass:

Weighted
Number of average grant
shares date fair value
Unvested shares at September 30, 2014 518,515 $10.02
Granted 3,000 13.33
Vested - -
Forfeited - -
Unvested at December 31, 2014 521,515 $10.04

Employee Stock Purchase Plan

Clearfield, Inc.’s ESPP allows participating emmeyg to purchase shares of the Company’s commok stoc
at a discount through payroll deductions. The E&PBvailable to all employees subject to certdigilslity
requirements. Terms of the ESPP provide that@pating employees may purchase the Company’s constazk
on a voluntary after-tax basis. Employees mayipase the Company’s common stock at a price thai Isss than
the lower of 85% of the fair market value of onerghof common stock at the beginning or end of esiobk
purchase period or phase. The ESPP is carrieth@ik month phases, with phases beginning on Jarnuand
July 1 of each calendar year. For the phasesetiddd on December 31, 2014 and December 31, 26f8ogees
purchased 10,097 and 10,920 shares at a price@f&hnd $8.28 per share, respectively. Afterahmployee

purchase on December 31, 2014, 175,559 sharesnwfoa stock were available for future purchase urbder
ESPP.



Note 5. Accounts Receivable

Credit is extended based on the evaluation of tomes’s financial condition and collateral is gealbr
not required. Accounts that are outstanding lorigen the contractual payment terms are considemstidue.The
Company writes off accounts receivable when thegob® uncollectible; payments subsequently recebreduch
receivables are credited to the allowance for doubtcounts. As of both December 31, 2014 ande3aiper 30,
2014, the balance in the allowance for doubtfubaats was $97,950.

See Note 7, “Major Customer Concentration” for Hiertinformation regarding accounts receivable.
Note 6. Inventories

Inventories consist of the following as of:

December 31, 2014 September 30, 2014
Raw materials $ 3,691,417 $ 3,729,160
Work-in-progress 483,593 292,557
Finished goods 1,184,145 1,368,625

$ 5,359,155 $ 5,390,342

Note 7. Major Customer Concentration

The following table summarizes customers comprididg or more of net sales for the three monthsende
December 31, 2014 and December 31, 2013:

Three Months Ended December 31,

2014 2013
Customer A 23% 11%
Customer E * 48%

* Less than 10%

As of both December 31, 2014 and September 30, ,20L4tomer C accounted for 10% of accounts
receivable.

Note 8. Goodwill and Patents

The Company analyzes its goodwill for impairmentw@ally or at an interim period when events occur or
changes in circumstances indicate potential impaitm The result of the analysis performed in tharth quarter
ended September 30, 2014 did not indicate an immaait of goodwill. During the quarter ended Decemnik,
2014, there were no triggering events that indipatential impairment exists.

The Company capitalizes legal costs incurred t@iolpatents. Once accepted by either the U.SnPate
Office or the equivalent office of a foreign countthese legal costs are amortized using the $itrdiilge method
over the remaining estimated lives, not exceedifngydars. As of December 31, 2014, the Companyftas
patents granted in the United States and four pgrajdplications pending inside and outside theddin8tates.

Note 9. Income Taxes

For the three months ended December 31, 2014, ¢imep&@ny recorded a provision for income taxes of
$573,000, reflecting an effective tax rate of 34.9%he primary difference between the effective tate and the
statutory tax rate is related to nondeductible meahd entertainment, expenses related to equityrdawa
compensation and favorable discrete items for theatqr.

As of both December 31, 2014 and September 3@4,2the Company had a remaining valuation
allowance of approximately $848,000 related toestegt operating loss carry forwards the Companyg to¢ expect
to utilize. Based on the Company’s analysis andere of long-term forecasts and all available ewick the
Company has determined that there should be nogehianthis existing valuation allowance in the qeaended
December 31, 2014.



For the three months ended December 31, 2013, ¢imep&ny recorded a provision for income taxes of
$1,110,000, reflecting an effective tax rate 0fd86. The primary difference between the effectave rate and the
statutory tax rate is related to nondeductible meaid entertainment, and expenses related to equityrd
compensation.

Deferred taxes recognize the impact of temporafierdinces between the amounts of the assets and
liabilities recorded for financial statement puregsnd these amounts measured in accordance witimia. The
Company’s realization of net operating loss caomwfards and other deferred tax temporary differenise
contingent upon future taxable earnings. The Caomyppaviewed its deferred tax asset for expectdization using
a “more likely than not” criteria by assessing theailable positive and negative factors surroundityy
recoverability.

As of December 31, 2014, we do not have any unrézed tax benefits. It is the Company’s practize t
recognize interest and penalties accrued on angcagnized tax benefits as a component of incomexgense.
The Company does not expect any material changé&sunrecognized tax positions over the next 12t

Note 10. Accounting Pronouncements

Recent Accounting Pronouncements

Revenue from Contracts with Customers- In May 2014, the Financial Accounting StandaBisard
(FASB) issued guidance creating Accounting Stargla@bdification (“ASC”) Section 606, “Revenue from
Contracts with Customers”. The new section wilplage Section 605, “Revenue Recognition” and ceeate
modifications to various other revenue accounttagdards for specialized transactions and indsstrighe section
is intended to conform revenue accounting prineipéth a concurrently issued International FinahBiaporting
Standards with previously differing treatment bedweJnited States practice and those of much oféktof the
world, as well as, to enhance disclosures relatedidaggregated revenue information. The updatédagce is
effective for annual reporting periods beginningamafter December 15, 2016, and interim periodhiwithose
annual periods. The Company will adopt the newisions of this accounting standard at the begigmififiscal
year 2018, given that early adoption is not anapti The Company will further study the implicatioof this
statement in order to evaluate the expected ingratite consolidated financial statements.

ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND
RESULTS OF OPERATIONS

The statements contained in this Quarterly ReportForm 10-Q that are not purely historical are
“forward-looking statements” within the meaning dfie Private Securities Litigation Reform Act of %99
Forward-looking statements relate to future eveams typically address the Company’s expected fubwsgness
and financial performance. Words such as “plangxpect,” “aim,” “believe,” “project,” “target,” “an ticipate,”
“intend,” “estimate,” “will,” “should,” “could” and other words and terms of similar meaning, typigadientify
these forward-looking statements. Forward-lookatgtements are based on certain assumptions anectatpns
of future events and trends that are subject té&sriand uncertainties. Actual results could diffeem those
projected in any forward-looking statements becanfshe factors identified in and incorporated teference from
Part I, Item 1A, “Risk Factors,” of our Annual Rep@n Form 10-K for the year ended September 30428s well
as in other filings we make with the Securities &xdhange Commission, which should be considereidtagral
part of Part I, Iltem 2, “Management’s Discussionda@inalysis of Financial Condition and Results ofe@jions.”
All forward-looking statements included herein arade as the date of this Quarterly Report on FobrQland we
assume no obligation to update the forward-lookstatements or to update the reasons why actualtsesauld
differ from those projected in the forward-lookisigitements.



The following discussion and analysis of our finahcondition and results of operations as of andtlie
three months ended December 31, 2014 and 2013dksheukad in conjunction with the financial stateteeand
related notes in Item 1 of this report and our AairiReport on Form 10-K for the year ended Septer@be014.

OVERVIEW

General

Clearfield, Inc. manufactures, markets, and sall€mad-to-end fiber management and enclosure ptatfor
that consolidates, distributes and protects filseit emoves from the inside plant to the outsidenplnd all the way
to the home, business and cell site. While conmgpdo penetrate the wireline requirements for FThdlds,
Clearfield is actively engaged in the expansionviméless services through the deployments of ithrielogies for
cell backhaul and distributed antennas wirelesscses.

The Company has successfully established itself\adue-added supplier to its target market of thbaad
service providers, including independent local exage carriers (telephone, or “telcos”), multipleveze operators
(cable), wireless service providers, municipal-otvngtilities, as well as commercial and industrialgmal
equipment manufacturers ("OEMs”). Clearfield hapanded its product offerings and broadened ittoousr base
during the last five years.

The Company has historically focused on the uneskmr under-served rural communities who receive
their voice, video and data services from indepehtkdlephone companies. By aligning its in-housgireering
and technical knowledge alongside its customers,Gbmpany has been able to develop, customize amahee
products from design through production. Finalldaind assembly of the Company’s products is coreglat
Clearfield’s plants in Plymouth, Minnesota, and hex with manufacturing support from a network afhakestic
and global manufacturing partners. On Septemb@0®4, the Company entered into a lease for a aeility in
Brooklyn Park, MN which is replacing its plant ityBiouth. The lease term commenced in January 2085this
facility now serves as the Company’s headquar@hsarfield specializes in producing these produetsboth a
quick-turn and scheduled delivery basis. The Commieploys a hybrid sales model with some salesendaectly
to the customer, some made through two-tier distiom (channel) partners, and some sales througdinaf
equipment suppliers who private label their product

RESULTS OF OPERATIONS
THREE MONTHS ENDED DECEMBER 31, 2014 VS. THREE MONTHS ENDED DECEMBER 31, 2013

Net sales for the first quarter of fiscal 2015 ehd@ecember 31, 2014 were $13,987,000, a decrease of
approximately 13% or $2,161,000, from net sale$X#,148,000 for the first quarter of fiscal 201Met sales to
broadband service providers and commercial dataanks customers were $12,792,000 in the first quaot fiscal
2015 versus $15,077,000 in the same period oflf&@d4. Among this group, the Company recorde®41,000
in international sales for the first quarter ofcéis 2015 versus $1,015,000 in the same periodsofffi2014. Net
sales to build-to-print and OEM customers were $3,000 in the first quarter of fiscal 2015 versis0$1,000 in
the same period of fiscal 2014. The Company alescaales from external customers to geographasdrased on
the location to which the product is transportétcordingly, international sales represented 10% &% of total
net sales for the first quarters of fiscal 2015 264, respectively.

The decrease in net sales for the first quartdisoal 2015 of $2,161,000 compared to the sameteuaf

fiscal 2014 is primarily attributable to a decrea$&7,044,000 related to a slowdown in an ongdiniid of a U.S.-
based broadband service provider. Offsetting tldsrease was an increase in revenues to other basgd
broadband providers and an increase in interndtissi@s. Net sales to our customer base of coniahatata
network providers, build-to-print and OEM manufaetis, and broadband service providers, outsideunfargest
customer and international sales, increased $4681for the first quarter of fiscal 2015 when comnguhto the
same quarter of 2014 due to increased demand ofpnedluct offerings. Additionally, internationalles for the
first quarter of fiscal 2015 increased $332,000 nvhempared to the same quarter of fiscal 2014. Chmpany
does not have the ability to forecast future salesevenue from all customers is obtained from lase orders
submitted from time to time. Accordingly, the Coang’s ability to predict orders in future periods teends
affecting orders in future periods is limited.

Cost of sales for the first quarter of fiscal 204a8s $8,244,000, a decrease of $966,000, or 10% fro
$9,210,000 in the comparable period of fiscal 20Gtoss margin was 41.1% in the fiscal 2015 fitstrter, down
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from 43.0% for the fiscal 2014 first quarter. & qwofit decreased $1,195,000, or 17%, to $5,748§00 the
quarter ended December 31, 2014 from $6,938,0feicomparable period in fiscal 2014. The decr@asest of
sales in the first quarter of fiscal 2015 is priityaa result of decreased sales volume. Grossitpdetcreased
primarily as a result of additional costs associatéth start up operations related to the additdrour Mexico
manufacturing facility in late fiscal 2014 as wadl product mix.

Selling, general and administrative expenses ise&261,000, or 7%, to $4,126,000 in the fiscdl520
first quarter from $3,865,000 for the fiscal 20irétfquarter. The increase in the first quartefisafal 2015 consists
primarily of higher compensation expenses in thewam of $350,000 mainly due to additional persorarel wage
increases and increased stock compensation exp&$86,000, offset by lower performance compensagiccruals
of $211,000.

Income from operations for the quarter ended Deeerdli, 2014 was $1,617,000 compared to income
from operations of $3,073,000 for the comparablartgu of fiscal 2014, a decrease of approximat@®4 This
decrease is attributable to decreased net saldswapd gross profit.

Interest income for the quarter ended December2814 was $26,000 compared to $20,000 for the
comparable quarter for fiscal 2014. The Companyests its excess cash primarily in FDIC-backed bank
certificates of deposit and money market accounts.

We recorded a provision for income taxes of $573,80d $1,110,000 for the quarter ended December 31,
2014 and 2013, respectively. Due to net operdtisg utilization, income tax expense primarily fedon-cash
effect on the operating cash flow in the first dees of both fiscal 2015 and 2014. We record ouartgrly
provision for income taxes based on our estimatailal effective tax rate for the year. The demeastax
expense of $537,000 from the first quarter fordi2014 is primarily due to lower profitability the first quarter of
fiscal 2015. Our provisions for income taxes ingwcurrent federal alternative minimum tax expestage income
tax expense and deferred tax expense.

The Company’s net income for the quarter ended Dbee 31, 2014 was $1,069,000, or $0.08 per basic
and diluted share. The Company’s net income ferdimarter ended December 31, 2013 was $1,982,00H0. b6
per basic and $0.15 per diluted share.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 2014, our principal source gdillity was our cash, cash equivalents and shori-te
investments. Those sources total $24,068,000 aemeer 31, 2014 compared to $24,823,000 at Septedihe
2014. Our excess cash is invested mainly in ézatds of deposit backed by the FDIC and money eta&counts.
Substantially all of our funds are insured by tH2iE. Investments considered long-term were $8@W3,as of
December 31, 2014, compared to $8,302,000 as de®éeer 30, 2014. We believe the combined balan€es
short-term cash and investments along with longitémvestments provide a more accurate indicatiorowf
available liquidity. As of December 31, 2014, Gfedd had no debt and $32,371,000 in cash, casfivalgnts and
investments, compared to $33,125,000 at Septenthex03 4.

The Company expects to fund operations with itskimgy capital, which is the combination of existing
cash and cash equivalents and cash flow from dpasataccounts receivable and inventory. We belithese
resources will be sufficient to fund our workingpdal and capital resources needs for the next d8ths. The
Company intends on utilizing its available cash asdets primarily for its continued organic growatid potential
future strategic transactions, as well as execufdhe share repurchase program adopted by thedRddirectors
and announced on November 13, 2014.

Operating Activities

Net cash provided by operating activities totaldg0%4,000 for the three months ended December 31,
2014. This was primarily due to net income of $8,000, non-cash expenses for depreciation andtaation of
$230,000, deferred taxes of $529,000, and stoclkedo@®mmpensation of $283,000, in addition to chariges
operating assets and liabilities using cash. Césrig operating assets and liabilities providinghcénclude
decreases in accounts receivable and inventory3@B8.$00 and $31,000, respectively. Accounts redses
balances can be influenced by the timing of shigméor customer projects and payment terms. Claige
working capital items using cash include a decréasgccounts payable and accrued expenses in therdanof
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$1,219,000, primarily reflecting fiscal 2014 acaugonus compensation accruals paid in the firsttquaf fiscal
2015, and cash used for other assets of $223,000.

Net cash provided by operating activities total&j8$0,000 for the three months ended December 31,

2013. This was primarily due to net income of 82,900, non-cash expenses for depreciation andtaation of
$152,000, deferred taxes of $1,028,000, and staded compensation of $188,000, in addition to charig
operating assets and liabilities providing casthar@es in operating assets and liabilities progidiash include
decreases in accounts receivable and inventory5¢d58,000 and $500,000, respectively. Accountgivable
balances can be influenced by the timing of shigméor customer projects and payment terms. Theedse in
inventory reflects the fulfillment of orders thaewme in the Company’s backlog as of September 303 20d also
represents a quarterly adjustment for seasonal migénaong with changes in stocking levels for prdduc
development life cycles. Changes in working capitans using cash include a decrease in accowayahte and
accrued expenses in the amount of $2,414,000, plymeflecting fiscal 2013 accrued bonus compeiosat
accruals paid in the first quarter of fiscal 20aAd cash used for other assets of $189,000.

Investing Activities

We invest our excess cash in money market accamtsbank CDs in denominations across numerous
banks. We believe we obtain a competitive rateedfirn given the economic climate along with theusigy
provided by the FDIC on these investments. Duthegthree months ended December 31, 2014, we wstdto
purchase $1,638,000 of FDIC-backed securities aaéived $1,375,000 on CDs that matured. Purclasespital
equipment and patents, mainly leasehold improvesniemtthe build out of our new facility, consumet], 35,000
of cash.

During the three months ended December 31, 2013jsed cash to purchase $2,606,000 of FDIC-backed
securities and received $3,782,000 on CDs that nedtu Purchases of capital equipment and pateraglyn
information technology and manufacturing equipmeatisumed $92,000 of cash.

Financing Activities

For the three months ended December 31, 2014, egévezl $106,000 from employees’ participation and
purchase of stock through our ESPP. We received0$1from the issuance of stock as a result of eygas
exercising options, and used $170,000 to repurcloasecommon stock. As of December 31, 2014, we had
authority to purchase approximately $7,830,000ddittonal shares under the repurchase program ameduon
November 13, 2014.

For the three months ended December 31, 2013, egvesl $90,000 from employees’ participation and
purchase of stock through our ESPP. We receivé&d0$2 from the issuance of stock as a result ofleyepes
exercising options, and used $73,000 to satisfydighholding obligations upon exercise of stockiops.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management utilizes its technical knowledge, cuitivdabusiness experience, judgment and other factor
in the selection and application of the Companysoanting policies. The accounting policies consdeby
management to be the most critical to the predentatf the financial statements because they recihie most
difficult, subjective and complex judgments includsenue recognition, stock based compensatiorrmef tax
asset valuation allowances, accruals for uncetéaimpositions, and impairment of goodwill and Idhgd assets.

These accounting policies are described in IterfiMianagement’s Discussion and Analysis of Financial
Condition and Results of Operations” of the Compadynnual Report on Form 10-K for the year endegt&mber
30, 2014. Management made no changes to the Cagfspenitical accounting policies during the quarasrded
December 31, 2014.

In applying its critical accounting policies, maeagent reassesses its estimates each reportingd perio
based on available information. Changes in theiema®s did not have a significant impact on eagsifor the
qguarter ended December 31, 2014.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not applicable.
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ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

The Company’s management carried out an evaluatioter the supervision and with the participatién o
the Company’s Chief Executive Officer and the Comya Chief Financial Officer of the effectiveness the
design and operation of the Company’s disclosurdgrots and procedures (as such term is defineduie R3a-
15(e) under the Securities Exchange Act of 1934amended) as of December 31, 2014. Based upon that
evaluation, the Company’s Chief Executive Officaddahe Company’s Chief Financial Officer concludbdt the
Company’s disclosure controls and procedures wigeetive.

Changes in Internal Control over Financial Reportirg

There were no changes to the Company’s internaralbover financial reporting as defined in Rulgal
15(f) of the Securities Exchange Act of 1934, thaturred during the quarter ended December 31, 204#%
materially affected, or are reasonably likely totenglly affect, the Company’s internal control oviénancial
reporting.

PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The Company is exposed to a number of assertedimaskerted legal claims encountered in the ordinary
course of business. Although the outcome of amy $egal action cannot be predicted, managemerevas! that
there are no pending legal proceedings againstvahiing the Company for which the outcome is liked have a
material adverse effect upon its financial posittwmesults of operations.
ITEM 1A. RISK FACTORS

The most significant risk factors applicable to @@mpany are described in Part I, Iltem 1A “Risktbes’
of our Annual Report on Form 10-K for the year eh@eptember 30, 2014. There have been no matheabes

from the risk factors previously disclosed in ournfyal Report on Form 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
In the three months ending December 31, 2014, dmpany repurchased shares of stock as follows:

ISSUER PURCHASES OFEQUITY SECURITIES
Total Number of

Shares
Total Purchased as Part Approximate Dollar Value
Number Average of Publicly of Shares that
of Shares Price Paid Announced Plans May Yet Be Purchased
Period Purchased per Share or Programs Under the Program )

October 1-31, 2014 — — — —
November 1-30, 2014 — — — $8,000,000
December 1-31, 201 14,40" $11.8: 14,40° 7,829,83
Total 14,407 $11.81 14,40° $7,829,830

(1) Amount remaining from the $8,000,000 repurchasbaitation approved by the Company’s Boafd
Directors in November 2014The program does not obligate Clearfield to repasehany particul
amount of common stock during any period. The refpase will be funded by cash on hand.
repurchase program is expected to continue indefjnuntil the maximum dollar amount shares he
been repurchased or until the repurchase progragariger modified, suspended or terminated by
Board of Directors.

The Company may also repurchase shares of our camstnok in connection with payment of taxes uposting
of restricted stock previously issued to employe@here were no such repurchases during the quenged
December 31, 2014.
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

ITEM 5. OTHER INFORMATION
None.

ITEM 6. EXHIBITS

Exhibit 31.1 — Certification of Chief Executive @fér pursuant to Rules 13a-14(a) and 15d-14(a)eof t
Exchange Act

Exhibit 31.2 — Certification of Chief Financial @fér pursuant to Rules 13a-14(a) and 15d-14(ahef t
Exchange Act

Exhibit 32.1 — Certification of Chief Executive @fér and Chief Financial Officer pursuant to 18 \C.S
81350

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causedéjport to be
signed on its behalf by the undersigned, thereduatp authorized.

CLEARFIELD, INC.

February 4, 2015 /sl Cheryl P. Beranek
By: Cheryl P. Beranek
Its: President and Chief Executive Officer
(Principal Executive Officer)

February 4, 2015 /s/ Daniel Herzog
By: Daniel Herzog
Its: Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 31.1

CERTIFICATION

I, Cheryl P. Beranek, certify that:

1. I have reviewed this Quarterly Report on Form 16f@learfield, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsitéde
a material fact necessary to make the statementle,nia light of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

3. Based on my knowledge, the financial statementd,adher financial information included in this repo
fairly present in all material respects the finahaondition, results of operations and cash flafishe
registrant as of, and for, the periods presentedisnreport;

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainirsgldsure
controls and procedures (as defined in ExchangeRAut¢s 13a-15(e) and 15d-15(e)) and internal céntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrant

have:

@)

(b)

(©)

(d)

Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensurentiaderial information relating to the registrant,
including its consolidated subsidiaries, is madevkm to us by others within those entities,
particularly during the period in which this rep@teing prepared;

Designed such internal control over financial réipgr, or caused such internal control over finahcia
reporting to be designed under our supervisionprvide reasonable assurance regarding the
reliability of financial reporting and the prepacat of financial statements for external purposes i
accordance with generally accepted accounting iptes;

Evaluated the effectiveness of the registrant'slassire controls and procedures and presented in
this report our conclusions about the effectiverefsthe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

Disclosed in this report any change in the regigtsainternal control over financial reporting that
occurred during the registrant’'s most recent fisgalrter (the registrant’s fourth fiscal quartethe
case of an annual report) that has materially tftecor is reasonably likely to materially affeitte
registrant’s internal control over financial repog; and

5. The registrant’s other certifying officer(s) ancave disclosed, based on our most recent evaluafion
internal control over financial reporting, to thegistrant's auditors and the audit committee of the
registrant's board of directors (or persons periiogrthe equivalent functions):

@)

(b)

All significant deficiencies and material weaknesse the design or operation of internal control
over financial reporting which are reasonably k&b adversely affect the registrant's ability to
record, process, summarize and report financiarimétion; and

Any fraud, whether or not material, that involvesimagement or other employees who have a
significant role in the registrant's internal cahiover financial reporting.

February 4, 2015 /sl Cheryl P. Beranek

By: Cheryl P. Beranek, President and Chief Exgeudfficer
(Principal Executive Officer)
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Exhibit 31.2

CERTIFICATION

I, Daniel Herzog, certify that:

1. I have reviewed this Quarterly Report on Form 16f@learfield, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsitéde
a material fact necessary to make the statementle,nia light of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

3. Based on my knowledge, the financial statementd,aher financial information included in this repo
fairly present in all material respects the finahaondition, results of operations and cash flafishe
registrant as of, and for, the periods presentedisnreport;

4. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainirsgldsure
controls and procedures (as defined in ExchangeRAub¢s 13a-15(e) and 15d-15(e)) and internal céntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrant

have:

(@)

(b)

()

(d)

Designed such disclosure controls and procedurescaased such disclosure controls and
procedures to be designed under our supervisiangare that material information relating to the
registrant, including its consolidated subsidigrissmade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

Designed such internal control over financial réipgr; or caused such internal control over
financial reporting to be designed under our sup&m, to provide reasonable assurance
regarding the reliability of financial reporting cirthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

Evaluated the effectiveness of the registrant'slaisire controls and procedures and presented in
this report our conclusions about the effectivertdgte disclosure controls and procedures, as of
the end of the period covered by this report basesuch evaluation; and

Disclosed in this report any change in the regigisanternal control over financial reporting that
occurred during the registrant’s most recent fisparter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materidfgcted, or is reasonably likely to materially
affect, the registrant’s internal control over fiicéal reporting; and

5. The registrant’s other certifying officer(s) ancave disclosed, based on our most recent evaluafion
internal control over financial reporting, to thegistrant's auditors and the audit committee of the
registrant's board of directors (or persons periiogrthe equivalent functions):

(@)

All significant deficiencies and material weaknesgethe design or operation of internal control
over financial reporting which are reasonably k& adversely affect the registrant's ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involvesimagement or other employees who have a

significant role in the registrant's internal cahtver financial reporting.

February 4, 2015 /s/ Daniel Herzog

Daniel Herzog, Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350

The undersigned certify pursuant to 18 U.S.C. §18%mt:

(1) The accompanying Quarterly Report on Form 1fCthe period ended December 31, 2014 of Cleakfikic.

(the “Company”) fully complies with the requiremerdf Section 13(a) or 15(d) of the Securities ExcfeaAct of
1934; and

(2) The information contained in the accompanyiegart fairly presents, in all material respect® fimancial
condition and results of operations of the Company.

February 4, 2015 /sl Cheryl P. Beranek

By: Cheryl P. Beranek, President and Chief Exgeudfficer
(Principal Executive Officer)

February 4, 2015 /sl Daniel Herzog
Daniel Herzog, Chief Financial Officer
(Principal Financial and Accounting Officer)
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