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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CLEARFIELD, INC.
CONDENSED BALANCE SHEETS

(Unaudited) (Audited)
March 31, September 30,
2015 2014
Assets
Current Assets
Cash and cash equivalents 17,061,497 $ 18,191,493
Short-term investments 7,858,000 6,632,000
Accounts receivables, net 4,755,767 5,027,856
Inventories 5,164,221 5,390,342
Deferred taxes 2,053,528 2,249,435
Other current assets 917,542 543,257
Total Current Assets 37,810,555 38,034,383
Property, plant and equipment, net 5,258,571 2,462,250
Other Assets
Long-term investments 7,078,000 8,302,000
Goodwill 2,570,511 2,570,511
Deferred taxes —long term - 156,622
Other 310,965 322,132
Total other assets 9,959,476 11,351,265
Total Assets 53,028,602 $ 51,847,898
Liabilities and Shareholders’ Equity
Current Liabilities
Accounts payable 2,581,117 $ 2,104,526
Accrued compensation 1,540,949 2,749,080
Accrued expenses 374,421 247,658
Total Current Liabilities 4,496,487 5,101,264
Other Liabilities
Deferred taxes 359,471 -
Deferred rent 218,085 -
Total other liabilities 577,556 -
Total Liabilities 5,074,043 5,101,264

Commitment and Contingencies

Shareholders’ Equity

Preferred stock, $.01 par value; authorized 508esha

no shares outstanding - -
Common stock, authorized 50,000,000, $.01 par yalue

13,715,833 and 13,742,964, shares issued and

outstanding at March 31, 2015 and September 301 201 137,158 137,430

Additional paid-in capital 55,887,152 56,036,989
Accumulated deficit (8,069,751) (9,427,785)
Total Shareholders’ Equity 47,954,559 46,746,634
Total Liabilities and Shareholders’ Equity $ 53,028,602 $ 51,847,898

SEE ACCOMPANYING NOTES TO CONDENSED FINANCIAL STATEENTS



CLEARFIELD, INC.
CONDENSED STATE

MENTS OF OPERATIONS

SEE ACCOMPANYING NOTES TO CONDENSED FINANCIAL STATEENTS

UNAUDITED
Three Months Ended Six Months Ended
March 31, March 31,
2015 2014 2015 2014

Net sales $12,370,784 $ 13,213,855 $ 26,357,404 29,361,477
Cost of sales 7,617,347 7,493,292 15,861,453 16,703,269
Gross profit 4,753,437 5,720,563 10,495,951 12,658,208
Operating expenses

Selling, general and

administrative 4,289,304 3,805,011 8,415,301 7,670,030
Income from
operations 464,133 1,915,552 2,080,650 4,988,178

Interest income 24,528 24,753 50,384 44,453
Income before income
taxes 488,661 1,940,305 2,131,034 5,032,631
Income tax expense 200,000 714,000 773,000 1,824,000
Net income $ 288,661 $ 1,226,305 $ 1,358,034 3,208,631
Net income per share:

Basic $0.02 $0.09 $0.10 $0.25

Diluted $0.02 $0.09 $0.10 $0.24
Weighted average
shares outstanding:

Basic 13,191,234 12,746,904 13,206,877 12,717,842

Diluted 13,546,572 13,613,287 13,564,173 13,580,117



CLEARFIELD, INC.
CONDENSED STATEMENTS OF CASH FLOWS
UNAUDITED

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net caskigea
by operating activities:
Depreciation and amortization
Deferred taxes
(Gain) loss on disposal of assets
Stock-based compensation
Changes in operating assets and liabilities:
Accounts receivable, net
Inventories
Prepaid expenses and other
Accounts payable and accrued expenses
Net cash provided by operating activities

Cash flows from investing activities
Purchases of property, plant and equipment and
intangible assets
Purchases of investments
Proceeds from maturities of investments
Net cash used in investing activities

Cash flows from financing activities
Proceeds from issuance of common stock under
employee stock purchase plan
Proceeds from issuance of common stock upon
exercise of stock options
Tax withholding related to exercise of stock opsion
Repurchase of common stock

Net cash (used in) provided by financing actbati

(Decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosures for cash flow information
Cash paid during the year for income taxes

Non-cash financing activities
Cashless exercise of stock options

Six Months Ended March 31,

2015 2014
$ 1,358,034  $ 3,208,631
545,782 309,835
712,000 1,691,885
(13,290) 6,338
564,466 374,369
272,089 4,408,039
226,121 770,865
(363,352 (660,652)
(386,692) 223,365
2,915,158 10,332,675
(3,328,579) (331,591)
(4,168,000 (7,411,000)
4,166,000 4,667,000
(3,330,579 (3,075,591)
105,615 90,417
28,967 101,034
- (129,488)
(849,157 -
(714,575) 61,963
(1,129,996) 7,319,047
,1918493 9,807,957
$ 17,061,497  $ 17,127,004
$ 4750 $ 263,139
80,802  $ 179,609

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) the unaudiitesim condensed financial statements have bespaped by 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 includtethe financial
statements have been condensed or omitted. Howeke opinion of management, the financial stegats include
all adjustments, consisting of normal recurringraats, necessary for a fair presentation of therfaial position and
results of operations and cash flows of the intep@niods presented. Operating results for therimtgeriods
presented are not necessarily indicative of resoltse expected for the full year or for any otiméerim period, due
to variability in customer purchasing patterns apdsonal, operating and other factors. These osaddinancial
statements should be read in conjunction with ih@ntial statements and notes thereto includederCtompany’s
Annual Report on Form 10-K for the year ended Saptr 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 expenséisgithe reporting
periods. As future events and their effects cabeatetermined with precision, actual results coliffér 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 repgpgeriod. Diluted EPS equals net income dividedhe sum
of the weighted average number of shares of constamk outstanding plus all additional common steguivalents,
such as stock options and restricted stock awardsn dilutive.

Three Months Ended March 31, Six Months Ended K&,
2015 2014 2015 2014
Net income $ 288,661 $ 1,226,305 $ 1,358,034 $ 3,208,631
Weighted average common shares 13,191,234 12046 13,206,877 12,717,842
Dilutive potential common shares 355,338 866,383 357,296 862,275
Weighted average dilutive
common shares outstanding 13,546,572 13,613,287 13,564,173 13,580,117
Net income per common share:
Basic $ 0.02 $ 0.09 $ 0.10 $ 0.25
Diluted $ 0.02 $ 0.09 $ 0.10 $ 0.24

Note 3. Cash, Cash Equivalents and Investments

The Company currently invests its excess cash inemanarket accounts and bank certificates of déposi
(CDs) with a term of not more than three years.s®@iith original maturities of more than three mandine reported
as held-to-maturity investments and are carriegnadrtized cost. The maturity dates of the Compa@Ds as of
March 31, 2015 and September 30, 2014 are as fallow

March 31, 2015 September 30, 2014
Less than one year $ 7,858,000 $ 6,632,000
1-3 years 7,078,000 8,302,000
Total $ 14,936,000 $ 14,934,000

Note 4. Stock-Based Compensation

The Company recorded $280,839 and $564,466 of cosapien expense related to current and past option
grants, restricted stock grants and the Compangipl&ee Stock Purchase Plan (“ESPP”) for the tlaeg six
months ended March 31, 2015, respectively. The gaom recorded $186,209 and $374,369 of compensation
expense related to current and past equity awardhé three and six months ended March 31, 2@kpectively.
This expense is included in selling, general amdiaitrative expense. As of March 31, 2015, $4,849 of total
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unrecognized compensation expense related to neted/equity awards is expected to be recognized aperiod
of approximately 9.6 years.

There were no stock options granted during thengixth periods ended March 31, 2015 and March 31,
2014. The following is a summary of stock opti@tivaty during the six months ended March 31, 2015:

Number of Weighted average
options exercise price
Outstanding at September 30, 2014 373,051 $ 4.93
Granted - -
Exercised (40,000) 2.74
Cancelled or Forfeited (1,000) 6.36
Outstanding at March 31, 2015 332,051 $ 5.19

The intrinsic value of an option is the amount Ryiah the fair value of the underlying stock exceitds
exercise price. As of March 31, 2015, the weighdgdrage remaining contractual term for all outditag stock
options was 2.1 years and their aggregate intriradice was $3,196,987. As of March 31, 2015, taighted average
remaining contractual terms of options that werereisable was 2.2 years and their aggregate iidrizdue was
$2,701,625. During the six months ended March2®15, the Company received proceeds of $28,967 frmm
exercise of stock options. During the six montmdezl March 31, 2014, exercised stock options 01300 shares,
resulting in $101,034 of proceeds to the Company.

Restricted Stock

The Company’s 2007 Stock Compensation Plan peitaitSompensation Committee to grant stock-based
awards, including stock options and restrictedlstt@ key employees and non-employee directorse Thmpany
has made restricted stock grants that vest ovetmten years.

During the six month period ended March 31, 20t&,Gompany granted non-employee directors regtricte
stock awards totaling 3,705 shares of common steith,a vesting term of approximately one year arfdir value
of $13.48 per share. Additionally, the Companynggd employees restricted stock awards totaling@Bghares of
common stock, with a vesting term of ten years arfidir value of $13.33 per share. During the sonth period
ended March 31, 2014, the Company granted non-gre@ldirectors restricted stock awards totaling 3 giares of
common stock, with a vesting term of approximatahg year and a fair value of $26.09 per share trieiesl stock
transactions during the six month period ended Kl&f; 2015 are summarized as follows:

Number of Weighted average grant
shares date fair value
Unvested shares at September 30, 2014 518,515 $ 10.02
Granted 6,705 13.41
Vested (1,915) 26.09
Forfeited (5,800) 10.69
Unvested at March 31, 2015 517,505 $ 9.99

Employee Stock Purchase Plan

Clearfield, Inc.’s ESPP allows participating empeg to purchase shares of the Company’s commok stoc
at a discount through payroll deductions. The E$PRBvailable to all employees subject to certdigitality
requirements. Terms of the ESPP provide that@pating employees may purchase the Company’s canstazk
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 onarghof common stock at the beginning or end of samtk purchase
period or phase. The ESPP is carried out in sintmphases, with phases beginning on January Jidpd of each
calendar year. For the phases that ended on Decéhp2014 and December 31, 2013, employees pmedH),097
and 10,920 shares at a price of $10.46 and $8.28haee, respectively. After the employee purcls®ecember
31, 2014, 175,559 shares of common stock wereablaifor future purchase under the ESPP.



Note 5. Accounts Receivable and Net Sales

Credit is extended based on the evaluation of mmes’s financial condition and collateral is geadBrnot
required. Accounts that are outstanding longen tiee contractual payment terms are considereddugst The
Company writes off accounts receivable when thegob® uncollectible; payments subsequently recebreduch
receivables are credited to the allowance for dalatcounts. As of both March 31, 2015 and Sep&m30, 2014,
the balance in the allowance for doubtful accowas $97,950.

See Note 7, “Major Customer Concentration” for fiertinformation regarding accounts receivable astd n
sales.

Note 6. Inventories

Inventories consist of the following as of:

March 31, 2015 September 30, 2014

Raw materials $ 3,681,674 $ 3,729,160
Work-in-progress 383,235 292,557

Finished goods 1,099,312 1,368,625
$ 5,164,221 $ 5,390,342

Note 7. Major Customer Concentration

The following table summarizes customers comprididg or more of net sales for the three and sixthsn
ended March 31, 2015 and March 31, 2014:

Three Months Ended March 31, Six Months Endeddi &,
2015 2014 2015 2014
Customer A * 22% * 36%
Customer E 31% 18% 27% 14%
Customer C * 11% * *

* | ess than 10%

As of March 31, 2015, Customer B accounted for I8%ccounts receivable. As of September 30, 2014,
another customer accounted for 10% of accountsvadule.

Note 8. Goodwill and Patents

The Company analyzes its goodwill for impairmenhw@elly 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 immgait of goodwill. During the six months ended Magd, 2015,
there were no triggering events that indicate pakimpairment exists.

The Company capitalizes legal costs incurred t@iohpatents. Once accepted by either the U.SnPate
Office or the equivalent office of a foreign countthese legal costs are amortized using the strdiige method over
the remaining estimated lives, not exceeding 1Tsyeés of March 31, 2015, the Company has foueptatgranted
in the United States and four pending applicatipaisding inside and outside the United States.



Note 9. Income Taxes

For the three and six months ended March 31, 2B@5Company recorded a provision for income taxes o
$200,000 and $773,000, respectively, reflectingféective tax rate of 40.9% and 36.3%, respectivaliie primary
difference between the effective tax rate and thitory tax rate is related to nondeductible meats entertainment
and expenses related to equity award compensation.

As of both March 31, 2015 and September 30, 201Company had a remaining valuation allowance of
approximately $848,000 related to state net opegdtiss carry-forwards the Company does not exjeatilize.
Based on the Company’s analysis and review of tengr forecasts and all available evidence, the Gomphas
determined that there should be no change in Kissieg valuation allowance in the current quarter.

For the three and six months ended March 31, 20@4Company recorded a provision for income taxes o
$714,000 and $1,824,000, respectively, reflectmgféective tax rate of 36.8% and 36.2%, respelgtiv€he primary
difference between the effective tax rate and thitory tax rate is related to nondeductible meats entertainment
expenses and expenses related to equity award osatjpmn.

Deferred taxes recognize the impact of tempordfgrdinces between the amounts of the assets dnilitikes
recorded for financial statement purposes and thesmints measured in accordance with tax laws. Cdmpany’s
realization of net operating loss carry-forwardd ather deferred tax temporary differences is cgatnt upon future
taxable earnings. The Company reviewed its deddae asset for expected utilization using a “niikely than not”
criteria by assessing the available positive arghtiee factors surrounding its recoverability.

As of March 31, 2015, we do not have any unrecaghitax benefits. It is the Company’s practice to
recognize interest and penalties accrued on argcagnized tax benefits as a component of incomexpgnse. The
Company does not expect any material changes imrecognized tax positions over the next 12 months

Note 10. Accounting Pronouncements

Recent Accounting Pronouncement

Revenue from Contracts with Customers- In May 2014, the Financial Accounting StandaBisard
(FASB) issued guidance creating Accounting Starsl@uadification (“ASC”) Section 606, “Revenue from@racts
with Customers”. The new section will replace 8t605, “Revenue Recognition” and creates modifices to
various other revenue accounting standards forigjmazl transactions and industries. The sectsoimtended to
conform revenue accounting principles with a corentty issued International Financial Reportingrsitrds with
previously differing treatment between United Stgteactice and those of much of the rest of thddyas well as,
to enhance disclosures related to disaggregateshuevinformation. The updated guidance is effectdr annual
reporting periods beginning on or after December2lA 6, and interim periods within those annualqus. The
Company will adopt the new provisions of this aating standard at the beginning of fiscal year 2@fi%en that
early adoption is not an option. The Company fuitther study the implications of this statemenoider to evaluate
the expected impact on the consolidated finantidéments.

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

The statements contained in this Quarterly Repoffarm 10-Q that are not purely historical are “foard-
looking statements” within the meaning of the Priv&ecurities Litigation Reform Act of 1995. Forg+ooking
statements relate to future events and typicalldress the Company’s expected future business awadhdial
performance. Words such as “plan,” “expect,” “aifh;believe,” “project,” “target,” “anticipate,” “in tend,”
“estimate,” “will,” “should,” “could” and other wor ds and terms of similar meaning, typically identifiese
forward-looking statements. Forward-looking stassts are based on certain assumptions and expectadif future
events and trends that are subject to risks anaramties. Actual results could differ from thge®jected in any
forward-looking statements because of the factestified in and incorporated by reference from tHattem 1A,
“Risk Factors,” of our Annual Report on Form 10-&rfthe year ended September 30, 2014, as well athar filings
we make with the Securities and Exchange Commijssitioh should be considered an integral part oftPaltem
2, “Management’s Discussion and Analysis of Finah€ondition and Results of Operations.” All fordalooking
statements included herein are made as the datésoQuarterly Report on Form 10-Q and we assumebiigation
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to update the forward-looking statements or to updhe reasons why actual results could differ fthose projected
in the forward-looking statements.

The following discussion and analysis of our finahcondition and results of operations as of amtlie
three and six months ended March 31, 2015 and 80ddld be read in conjunction with the financiatsments and
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 sellerad-to-end fiber management and enclosure piatfioat
consolidates, distributes and protects fiber asoites from the inside plant to the outside plat alhthe way to the
home, business and cell site. While continuingdoetrate the wireline requirements for FTTH byildarfield is
actively engaged in the expansion of wireless sessthrough the deployments of its technologiesétirbackhaul
and distributed antennas wireless services.

The Company has successfully established itsedf\adue-added supplier to its target market of thbaad
service providers, including independent local exae carriers (telephone, or “telcos”), multiplevéze operators
(cable), wireless service providers, municipal-odvodlities, as well as commercial and industriggimal equipment
manufacturers (*OEMs”). Clearfield has expandeditoduct offerings and broadened its customer daseg the
last five years.

The Company has historically focused on the unexkor under-served rural communities who receie@ th
voice, video and data services from independespleine companies. By aligning its in-house engingeand
technical knowledge alongside its customers, tha@my has been able to develop, customize and ealpgioducts
from design through production. Final build andeasbly of the Company’s products is completed atagield’s
plants in Brooklyn Park, Minnesota, and Mexico,hwitanufacturing support from a network of domeatid global
manufacturing partners. On September 9, 2014C8mpany entered into a lease for a new facilitgriooklyn Park,
MN to replace its plant in Plymouth. The leasent@ommenced in January 2015 and this facility newes as the
Company’s headquarters. Clearfield specializepraducing these products on both a quick-turn areeduled
delivery basis. The Company deploys a hybrid saledel with some sales made directly to the custpsane made
through two-tier distribution (channel) partneradasome sales through original equipment supplidrs private
label their products.

RESULTS OF OPERATIONS

THREE MONTHS ENDED MARCH 31, 2015 VS. THREE MONTHS ENDED MARCH 31, 2014

Net sales for the second quarter of fiscal 2015%edndarch 31, 2015 were $12,371,000, a decrease of
approximately 6% or $843,000 from net sales of $18,000 for the second quarter of fiscal 2014. &idés to
broadband service providers and commercial dataarks customers were $11,124,000 in the secondejuaf
fiscal 2015, versus $12,170,000 in the same peoiofiscal 2014. Among this group, the Company rded
$1,362,000 in international sales for the secorattgu of fiscal 2015, versus $2,197,000 in the spered of fiscal
2014. Net sales to build-to-print and OEM custesmeere $1,247,000 in the second quarter of fisBadb2versus
$1,044,000 in the same period of fiscal 2014. Thenpany allocates sales from external customegedgraphic
areas based on the location to which the producamsported. Accordingly, international salesespnted 11% and
17% of total net sales for the second quartersso&f 2015 and 2014, respectively.

The decrease in net sales for the second quarfescaf 2015 of $843,000 compared to the same guaft
fiscal 2014 is primarily attributable to a decrea$&2,060,000 related to a slowdown in an ongdinigd of a U.S.-
based broadband service provider. Net sales wsoenagatively affected by a decrease in internaticales of
$835,000. Offsetting these decreases was an sed52,052,000 in net sales to our customer dsemmercial
data network providers, build-to-print and OEM miatturers, and broadband service providers, outsfitiee U.S.-
based broadband service provider and internatisslas noted above, when compared to the same qoa&614.
The Company does not have the ability to forea#sté sales as revenue from all customers is adddiom purchase
orders submitted from time to time. Accordinglyg tCompany'’s ability to predict orders in futureipds or trends
affecting orders in future periods is limited.



Cost of sales for the second quarter of fiscal 284S $7,617,000, an increase of $124,000, or 28m fr
$7,493,000 in the comparable period of fiscal 20G4oss margin was 38.4% in the fiscal 2015 secprzdter, down
from 43.3% for the fiscal 2014 second quarter. SSnarofit decreased $968,000, or 17%, to $4,753@0Me three
months ended March 31, 2015 from $5,721,000 irctimparable period in fiscal 2014. The increasest of sales
and the decrease in gross profit is primarily assalt of lower absorption of factory overhead asted with lower
production volumes, product mix, as well as costoaiated with a new manufacturing facility in Mexi

Selling, general and administrative expenses ise@&484,000, or 13%, to $4,289,000 in the fis€4dl52
second quarter from $3,805,000 for the fiscal 26debnd quarter. The increase in the second quartiscal 2015
consists primarily of higher compensation expeirséise amount of $315,000 mainly due to additigrersonnel and
wage increases and one-time costs of $137,000iat=bevith our move to new headquarters which veaspieted
in the second quarter. Also, stock compensatigeese increased $95,000 when compared to the samoel pf
2014 due to a higher amount of equity awards ondiétg. These increases were partially offset yeloperformance
compensation accruals of $243,000.

Income from operations for the quarter ended M&th2015 was $464,000 compared to income from
operations of $1,916,000 for the comparable quaiftéscal 2014, a decrease of approximately 760his decrease
is attributable to decreased net sales and loveesgrofit.

Interest income for the quarters ended March 3152hd March 31, 2014 was unchanged at $25,008. Th
Company invests its excess cash primarily in FD#Ked bank certificates of deposit and money ma&edunts.

We recorded a provision for income taxes of $200.&0d $714,000 for the three months ended March 31,
2015 and 2014, respectively. Due to net operadisg utilization, income tax expense primarily laagbn-cash effect
on the operating cash flow in the second quartelbeth fiscal 2015 and 2014. We record our qubrfamovision for
income taxes based on our estimated annual eféetdivrate for the year. The decrease in tax esgpeh$514,000
from the second quarter for fiscal 2014 is primyadlilie to lower profitability in the second quandéfiscal 2015. Our
provisions for income taxes include current fedefsrnative minimum tax expense, state incomeetgense and
deferred tax expense.

The Company’s net income for the three months emdath 31, 2015 was $289,000, or $0.02 per basic
and diluted share. The Company'’s net income fertlihee months ended March 31, 2014 was $1,226¢0CD.09
per basic and diluted share.

SIX MONTHS ENDED MARCH 31, 2015 VS. SIX MONTHS ENDED MARCH 31, 2014

Net sales for the six months ended March 31, 204fe 826,357,000, a decrease of 10% or approximately
$3,004,000 from net sales of $29,361,000 for th& Bix months of fiscal 2014. Net sales to br@emtbservice
providers and commercial data networks customers $23,917,000 for the first six months of fisc@ll8, versus
$27,248,000 in the same period of fiscal 2014. Agnithis group, the Company recorded $2,709,006termational
sales versus $3,212,000 in the same period ofl f&@B4. Net sales to build-to-print and OEM custosnwere
$2,440,000 in the first six months of fiscal 20E5sus $2,113,000 in the same period of fiscal 200#e Company
allocates sales from external customers to geograpbas based on the location to which the producansported.
Accordingly, international sales represented 10% HiP6 of total net sales for the first six monthéiscal 2015 and
2014, respectively.

The decrease in net sales for the six months eNdedh 31, 2015 of $3,004,000 compared to the same
period of fiscal 2014 is primarily attributable aocdecrease of $9,120,000 related to a slowdown iongoing build
of a U.S.-based broadband service provider. Netsaere also negatively affected by a decreaseténnational
sales of $503,000 during the same period. Offspttiese decreases was an increase of $6,619,860sales to our
customer base of commercial data network providrrid-to-print and OEM manufacturers, and broadbservice
providers, outside of the U.S.-based broadbandcgeprovider and international sales noted abovesnacompared
to the same period of 2014. The Company does ae¢ Ithe ability to forecast future sales as revenua all
customers is obtained from purchase orders suluitten time to time. Accordingly, the Company’sildp to
predict orders in future periods or trends affegtinders in future periods is limited.

Cost of sales for the six months ended March 31520as $15,861,000, a decrease of $842,000, or 5%,
from $16,703,000 in the comparable period. Groaggim was 39.8% in the fiscal 2015 first six monthswn from
43.1% for the comparable six months in fiscal 20Gtoss profit decreased $2,162,000, or 17%, to49B)000 for
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the six months ended March 31, 2015 from $12,6%Bi0the comparable period in fiscal 2014. Therelase in cost
of sales in the first six months of fiscal 201%rgnarily a result of decreased sales volume. S&posfit decreased
primarily as a result of additional costs assocdiatéth start-up operations related to the additidrour Mexico
manufacturing facility in late fiscal 2014, lowebsorption of factory overhead associated with loperduction
volumes, as well as product mix.

Selling, general and administrative expenses ise@d 0%, or $745,000, from $7,670,000 for the st
months of fiscal 2014 to $8,415,000 for the fingt months of fiscal 2015. The increase in thetfsig months of
fiscal 2015 consists primarily of higher compermaxpenses in the amount of $665,000 mainly dwslthtional
personnel and wage increases and one-time co$t3@{000 associated with our move to expanded ah&ations
which was completed in the second quarter. Alsmkscompensation expense increased $190,000 vdrepared
to the same period of 2014 due to a higher amdweuity awards outstanding. These increases wféset by lower
performance compensation accruals of $454,000.

Income from operations for the six months endeddda&@1, 2015 was $2,081,000 compared to income of
$4,988,000 for the first six months of fiscal 20&4jecrease of $2,907,000, or 58%. This decrsaattributable to
decreased net sales and lower gross profit.

Interest income for the six months ended March Z115 was $50,000 compared to $44,000 for the
comparable period for fiscal 2014. The Compangsts its excess cash primarily in FDIC-backed lnkficates
of deposit and money market accounts.

We recorded a provision for income taxes of $773.80d $1,824,000 for the six months ended March 31,
2015 and 2014, respectively. Due to net operatisg utilization, income tax expense primarily irtgd a non-cash
effect on the operating cash flow for the first smnths of both fiscal 2015 and 2014. We record quarterly
provision for income taxes based on our estimatedial effective tax rate for the year. The de@datax expense
of $1,051,000 from the six months ended March 8144s primarily due to lower profitability in tHest six months
of fiscal 2015. Our provisions for income taxedlude current federal alternative minimum tax exgeerstate income
tax expense and deferred tax expense.

The Company'’s net income for the first six monthfiszal 2015 ended March 31, 2015 was $1,358,600,
$0.10 per basic and diluted share. The Comparet'snnome for the first six months of fiscal 20-tled March 31,
2014 was $3,209,000, or $0.25 per basic and $@&Rdiluted share.

LIQUIDITY AND CAPITAL RESOURCES

As of March 31, 2015, our principal source of lidjty was our cash, cash equivalents and short-term
investments. Those sources total $24,919,000 athMal, 2015 compared to $24,823,000 at Septenthe2® 4.
Our excess cash is invested mainly in certificafedeposit backed by the FDIC and money market @atsowhich
are insured by the FDIC. Investments considered-term were $7,078,000 at March 31, 2015, comp#oed
$8,302,000 at September 30, 2014. We believedhrmed balances of short-term cash and investnadong with
long-term investments provide a more accurate &itin of our available liquidity. As of March 32015, Clearfield
had no debt and $31,997,000 in cash, cash equigaend investments, compared to $33,125,000 atBetr 30,
2014.

The Company expects to fund operations with itskimgr capital, which is the combination of existicash
and cash equivalents and cash flow from operatasyunts receivable and inventory. We believeghresources
will be sufficient to fund our working capital arwpital resources needs for the next 12 monthse Qdmpany
intends on utilizing its available cash and asgebmarily for its continued organic growth and putial future
strategic transactions, as well as execution ofstiee repurchase program adopted by the Boardrettbrs and
announced on November 13, 2014.

Operating Activities

Net cash provided by operating activities total@g@$5,000 for the six months ended March 31, 200%s
was primarily due to net income of $1,358,000, nash expenses for depreciation and amortizatiddb46,000,
deferred taxes of $712,000, and stock-based corapen®f $564,000, in addition to changes in opegssets and
liabilities providing cash. Changes in operatisgeats and liabilities providing cash include desesan accounts
receivable and inventory of $272,000 and $226,08(pectively. Accounts receivable balances canfhenced by
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the timing of shipments for customer projects aagnpent terms. The decrease in inventory repres@rasljustment
for seasonal demand along with changes in stodkwvejs for product development life cycles. Chanigeworking
capital items using cash include an increase ipgideexpenses and other of $363,000 and an increasmEounts
payable and accrued expenses of $387,000, primaltdied to a reclassification from accounts resigliz of $284,000
to accrued liabilities for customers with rebaterne as rebates owed exceeded the related acceantgable balance
at March 31, 2015.

Net cash provided by operating activities total&8,$33,000 for the six months ended March 31, 20h#&
was primarily due to net income of $3,209,000, nash expenses for depreciation and amortizatidgs8&0,000,
deferred taxes of $1,692,000, and stock-based aasatien of $374,000, in addition to changes in apieg assets
and liabilities providing cash. Changes in opagtssets and liabilities providing cash includereases in accounts
receivable and inventory of $4,408,000 and $771,06&pectively, and an increase in accounts payaiteaccrued
expenses of $223,000. Accounts receivable balac&@ese influenced by the timing of shipments fostomer
projects and payment terms. The decrease in atcoeceivable was primarily a result of significggatyments
received in the first quarter from one customehwitarge balance at September 30, 2013, resitiagubstantially
lower receivable balance at March 31, 2014. Theeadese in inventory reflects the fulfillment of erd that were in
the Company’s backlog as of September 30, 2013kudrepresents an adjustment for seasonal dentamgl \&ith
changes in stocking levels for product developrifntycles. The increase in accounts payablesaadied expenses
primarily reflects a reclassification from accounéseivable of $2,660,000 to accrued rebates fetotners with
rebate terms as rebates owed exceeded the retaiednds receivable balances as of March 31, 20h4. change in
accounts payable and accrued expenses also refldetzease related to the fiscal 2013 accruedsbmmpensation
accruals of approximately $2,691,000 which werel mhiring the first quarter of fiscal 2014. Changesvorking
capital items using cash include an increase ipgdeexpenses and other of $661,000, primarilytediéo deposits
on inventory and capital equipment expected touigrpgo production during fiscal 2014.

Investing Activities

We invest our excess cash in money market accandtbank CDs in denominations across numerous banks
We believe we obtain a competitive rate of retuxeg the economic climate along with the securiigvided by the
FDIC on these investments. During the six montiged March 31, 2015, we used cash to purchase &00® of
FDIC-backed securities and received $4,166,000 ba that matured. Purchases of capital equipmeshipatents
consumed $3,329,000 of cash. This consisted pitymaf $3,027,000 in leasehold improvements andceff
equipment for the build out of our new facility whiwas completed in the second quarter.

During the six months ended March 31, 2014, we usesh to purchase $7,411,000 of FDIC-backed
securities and received $4,667,000 on CDs that medituPurchases of patent fees and capital equipnmmeinly
information technology and manufacturing equipmeatsumed $332,000 of cash.

Financing Activities

For the six months ended March 31, 2015, we rede$i®6,000 from employees’ participation and puseha
of stock through our ESPP and $29,000 from theaisse of stock as a result of employees exercigigrs. For
the six months ended March 31, 2015, we used $889@repurchase our common stock. As of March2815,
we had the authority to purchase approximately ®F,d00 in additional shares under the repurchasgram
announced on November 13, 2014.

For the six months ended March 31, 2014, we redeb@,000 from employees’ participation and purehas
of stock through our ESPP. We received $101,0001 fihe issuance of stock as a result of employresising
options, and used $129,000 to pay for taxes forl@yeps who elected to tender shares to satisfyvithholding
obligations upon exercise of stock options.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management utilizes its technical knowledge, cutivdabusiness experience, judgment and other fadtor
the selection and application of the Company’s antiag policies. The accounting policies considef®d
management to be the most critical to the presentaif the financial statements because they reqtie most
difficult, subjective and complex judgments includgenue recognition, stock based compensatioaref tax asset
valuation allowances, accruals for uncertain tasitms, and impairment of goodwill and long-livassets.
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These accounting policies are described in IterfiManagement’s Discussion and Analysis of Financial
Condition and Results of Operations” of the Compaiynnual Report on Form 10-K for the year endegt&mber
30, 2014. Management made no changes to the Cagfspenitical accounting policies during the quarasrded
March 31, 2015.

In applying its critical accounting policies, maeagent reassesses its estimates each reportingl frersed
on available information. Changes in these estimdid not have a significant impact on earningstfier quarter
ended March 31, 2015.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not applicable.
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 Conyxa Chief Financial Officer of the effectivenedsloe design
and operation of the Company’s disclosure contmal$ procedures (as such term is defined in Rulel®8a) under
the Securities Exchange Act of 1934, as amendedt) ldarch 31, 2015. Based upon that evaluatiom Gbmpany’s
Chief Executive Officer and the Company’s Chiefdfinial Officer concluded that the Company’s disatesontrols
and procedures were effective.

Changes in Internal Control over Financial Reportirg

There were no changes to the Company’s internataoover financial reporting, as defined in Rulgal
15(f) of the Securities Exchange Act of 1934, ieturred during the quarter ended March 31, 20&b6rfaterially
affected, or are reasonably likely to materiallieaf, the Company’s internal control over financegporting.

PART II. 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, managemerevasl 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 matbaales
from the risk factors previously disclosed in ournfyal Report on Form 10-K.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
In the three months ending March 31, 2015, the Gompepurchased shares of stock as follows:

ISSUER PURCHASES OF EQUITY 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

January 1-31, 2015 57,68 $11.77 57,68: $7,150,84
February 1-28, 2015 3,713 13.33 — —
March 1-31, 2015 — — — —
Total 61,395 $11.87 57,682 $7,150,843

(1) Amount remaining from the $8,000,000 repurchaséhaization approved by the Company’s Boart
Directors in November 2014. The program does bbégate Clearfield to repurchase any particular amai
common stock during any period. The repurchadleb@ifunded by cash on hand. The repurchase anogs
expected to continue indefinitely until the maximduwilar amount of shares has been repurchasedtibthe
repurchase program is earlier modified, suspendéerminated by the Board of Directors.

In the three months ending March 31, 2015, the Gompepurchased a total of 3,713 shares that wemea
by employees and delivered to the Company to pathtoexercise price of employee stock optionse Tohmpany

may also repurchase shares of our common stoaknimection with payment of taxes upon vesting dfrieted stock
previously issued to employees. There were no sealrchases during the quarter ended March 35.201

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 \@.S
81350
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly caussddiport to be
signed on its behalf by the undersigned, theredatp authorized.

CLEARFIELD, INC.

April 29, 2015 /sl Cheryl P. Beranek
By: Cheryl P. Beranek
Its: President and Chief Executive Officer
(Principal Executive Officer)

April 29, 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,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 ExchangeRAt¢s 13a-15(e) and 15d-15(e)) and internal contro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrant
have:

(a) Designed such disclosure controls and proceduregused such disclosure controls and procedures
to be designed under our supervision, to ensurentiaderial information relating to the registrant,
including its consolidated subsidiaries, is madavkmto us by others within those entities, paraciyl
during the period in which this report is beinggaeed;

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

(c) Evaluated the effectiveness of the registrantsl@lisire controls and procedures and presentedsin th
report our conclusions about the effectivenest@ftdisclosure controls and procedures, as of the en
of the period covered by this report based on sweltuation; and

(d) Disclosed in this report any change in the regmtsainternal 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 ofdlgéstrant's
board of directors (or persons performing the egjeint functions):

(a) All significant deficiencies and material weaknesgethe design or operation of internal contratiov
financial reporting which are reasonably likelyadversely affect the registrant's ability to record
process, summarize and report financial informatao

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

April 29, 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 ExchangeRA¢s 13a-15(e) and 15d-15(e)) and internal contro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrant
have:

(a) 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;

(b) 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 and the pegption of financial statements for external pugsos
in accordance with generally accepted accountiimgipies;

(c) Evaluated the effectiveness of the registrant'slassire 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 basesluch evaluation; and

(d) Disclosed in this report any change in the regigtsanternal 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 materiffbgt@d, or is reasonably likely to materially affe
the registrant’s internal control over financigboeting; 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 ofdlgéstrant's
board of directors (or persons performing the egjeint functions):

(a) All significant deficiencies and material weaknessethe 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.

April 29, 2015 /sl Daniel Herzog
By: 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 1fiCthe period ended March 31, 2015 of Clearfiétt, (the
“Company”) fully complies with the requirements $ction 13(a) or 15(d) of the Securities Exchangeok 1934;
and

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

April 29, 2015 /sl Cheryl P. Beranek
By: Cheryl P. Beranek, President and Chief Exgeudfficer
(Principal Executive Officer)

April 29, 2015 /s/ Daniel Herzog
By: Daniel Herzog, Chief Financial Officer
(Principal Financial and Accounting Officer)
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