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PART |
ITEM 1. BUSINESS
Background

Clearfield, Inc. (“Clearfield” or the “Company”),ofmerly APA Enterprises, Inc., is a Minnesota
corporation which was founded in 1979. Our corfmi@eadquarters is located at 5480 Nathan Lane
North, Suite 120, Plymouth, MN 55442 and our coap®mebsite is www.clearfieldconnection.com. The
information available on our website is not parthoé Report. You can access, free of charge, ibngs$

with the Securities and Exchange Commission, inodur annual report on Form 10-K, our quarterly
reports on Form 10-Q, current reports on Form &H any other amendments to those reports, through a
link at our website, or at the Commission’s webatti&ww.sec.gov

Description of Business

Clearfield, Inc. manufactures, markets, and sellscommunications equipment. The Company provides
a suite of modular, highly-configurable passive regtivity solutions to telecommunications service
providers, as well as commercial and industrialgioal equipment manufacturers (“OEMs”). The
Company has successfully established itself adueadded supplier to its target market of indepand
telephone companies and cable television operasrsvell as OEMs who value a high level of
engineering services as part of their procurementgss. Clearfield has expanded its product offesrin
and broadened its customer base during the lasyé&ears.

Clearfield offers a broad range of telecommunicetiequipment and products including the design and
manufacture of standard and custom connectivitydyets such as fiber distribution systems, optical
components, Outside Plant (*OSP”) cabinets, anérfiand copper cable assemblies that serve the
communication service provider including FibertetPremises (“FTTP”), large enterprise, and OEM
markets. Clearfield maintains a range of engingeaimd technical knowledge in-house that works tyose
with customers to develop, customize and enhanodupts from design through production. Most
products are produced at Clearfield’s plant in Riyth, Minnesota with support from a network of
domestic and global manufacturing partners. Clelafspecializes in producing these products on hoth
quick-turn and scheduled delivery basis. Key to business is strong acceptance of Clearfield’s
proprietary FieldSmart™ Fiber Management Platfomodpct line within broadband service providers
deploying FTTP networks.

Products

Clearview Cassettél'he Clearview™ Cassette, introduced in Novemi®€72is the main building block
of the FieldSmart product platform, positioning &feeld as the only company to provide the needs of
every leg of the telecommunications network witlsiagle building block architecture. This patent-
pending technology is a system of five parts thet mogether in the cassette’s main housing to®stipp
wide range of applications. Parts can be addedrooved as needed to support the environment inhwhic
it is deployed. Within the cassette, all fiberanfirthe sub-assembly are slack stored, bend raditegbed
and secured against accidental physical damage Hieordling. A transparent design allows the user to
see components inside, while the snap-together apemis provide access without tools for maintenance
cleaning or troubleshooting. All products whicheigtate a Clearview product in its design are madsed
“Clearview Multiplied”.

FieldSmart Fiber Crossover Distribution System (BXOrhe FieldSmart Fiber Crossover Distribution
System (FxDS) provides complete fiber managememtutaoity and scalability across the fiber network
from inside plant to outside plant environmentsingshe Clearview building block approach, eaclefib




management element provides modularity of phydibakr protection in the environment in which it is
placed. The FxDS is system of modular and scalabileling blocks that provide for cost containment
configurations with the use of Clearview Multiplipdoducts. Easily configured for initial placememid
scaling easily from 12-ports to a full rack of 17@&ts, the FieldSmart FXDS requires only four umeiq
blocks to configure initial deployment. The useerthplaces what is needed on the frame as subscriber
take rates dictate.

FieldSmart Fiber Scalability Center (FSQhe FieldSmart FSC is a modular and scalablsideiplant
cabinet that allow users to align their capitalipment expense with subscriber revenue. This allow
rollout of FTTP services by communication serviaeviders without a large initial expense. Each
outside plant cabinet stores feeder and distribugjaices, splitters, connectors and slack cabd¢ynand
compactly, utilizing field-tested designs to maximibend radius protection, connector access, dase 0
cable routing and physical protection, thereby miring the risk of fiber damage. The FSC product,
with the Clearview cassette at its heart, has lomsigned to scale with the application environnant
demand requires and to reduce service turn-upfomine end-user.

FieldSmart Fiber Delivery Point (FDAhe Fieldsmart FDP product line is a series of@nre systems
for the access network that incorporates the dsligéfiber connectivity to the neighborhood or ingss
district in the most cost-effective footprint pddsi The FieldSmart FDP family of pedestal ins&tans
industry standard pedestal products from a rangegbliers with a Clearfield designed fiber connitgt
module centered around the Clearview Cassette.FldldSmart FDP family of wall-mount enclosures
provides 12 to 144 ports of connectivity for mutirelling unit fiber deployments, fiber demarcation,
security systems (CCTV), telecommunications rooedseand horizontal/intermediate cross-connects.

Clearview xPAKThe Clearview xXPAK, introduced in 2010, is engieeketo land small port count fiber
assemblies and optical components as convenientlyireexpensively as possible. Priced to allow field
personnel to carry cartons of Clearview XPAK Cdssetvithin them, the xPAK is shipped flat and
unassembled. At the deployment site, the technicidlh follow simple-to-follow pictorial user
instructions to assemble the device to match fietplirements. Integrated into the footprint of tlexice

is an industry-compatible splicing tray, which fem surrounding with fiber protection elements that
support either a 2, 4 or 6-port fiber assembly ali as a range of optical component devices. Cilearv
XPAK is the ideal fiber management device when ab tfibers are landed or an optical component
device is deployed in a remote location. Clearvi®®K has been designed for deployment in inside and
outside plant enclosures.

FieldSmart Small Count Delivery (SCDhe The FieldSmart SCD product line is a seriepasfels and
wall-mount enclosures optimized for environmentsergha smaller number of fibers are required.
Teamed with the Clearview XPAK, the FieldSmart S€Rargeted for application environments such as
cell backhaul, business class service deliveryersymentation, fiber exhaust in a field pedestas;
station turn-up or fiber-to-the-desk deployment

Optical ComponentsClearfield packages optical components for sigmaipling, splitting, termination,
multiplexing, demultiplexing and attenuation to essly integrate with the FieldSmart FxDS,
FieldSmart FSC and FieldSmart FDP. This value-aquedkaging allows the customer to source from a
single supplier and reduces space requirements.piidoiucts are built and tested to meet the sttictes
industry standards ensuring customers troublegeg®rmance in extreme outside plant environments.

Cable AssembliesClearfield manufactures high quality fiber angper assemblies with an industry-
standard or customer-specified configuration. #tdustandard assemblies built include but are not
limited to: single mode fiber, multimode fiber, ritflber, CATV node assembly, DS1 Telco, DS 3
(734/735) coax, Category 5e and 6, SCSI, Token,Rind V.35. In addition, Clearfield’s engineering
services team works alongside the engineering detggartments of our OEM customers to design and




manufacture custom solutions for both in-the-boxvali as network connectivity assemblies specific t
that customer’s product line.

Marketing and Distribution

Clearfield markets its products in the United Staterough a direct field sales force supported by a
internal customer sales and support team. Thesriat team works proactively with the outside sales
force to maintain a high level of customer conthobugh regular communication of product availapili
order processing, and status and delivery infolmnatClearfield works closely with its target cusens

to configure the Company’s product platform to tent's unique requirements. Our high level of
customer service helps bring new products to markéth the design input from our customers and
network of consulting engineering firms. To enswe cover all markets, we leverage our internal
customer support team with a combination of martufac representative organizations.

Competition

Competitors to the FieldSmart FxDS, FSC, FDP an® $fduct lines include, but are not limited to,
Corning Cabling Systems, Inc., OFS (Furukawa Hiedtorth America, Inc.), AFL Telecommunications,

a (Fujikura Ltd. of Japanplcatel, Inc., and Tyco Electronics, Inc. which aonced its bid to acquire
ADC Telecommunications, Inc. in July of 2010. Ngaall of these firms are substantially larger than
Clearfield and as a result may be able to procui@ng for necessary components and labor at much
lower prices. Competition for the custom fiber arapper termination services for cable assemblies is
intense. Competitors range from small, family-runsihesses to very large contract manufacturing
facilities. Clearfield believes that it has a cotitpge advantage with customers who can leveragectst
savings the Clearview cassette can provide andethelso require quick-turn, high-performance
customized products, and that it is at competitiigadvantage with customers who principally seegela
volume commodity products.

Sources of Materials and Outsourced Labor

Numerous purchased materials, components, and &baused in the manufacturing of the Company’s
products. Most of these are readily available froaitiple suppliers. However, some critical compdsen
and outsourced labor are purchased from a singdelianited number of suppliers. The loss of acdess
some components and outsourced labor could haae\arse effect on our ability to deliver produats o
a timely basis and on our financial performance.

Major Customers

Two customers, Power & Telephone Supply Company WS Systems Corporation, comprised
approximately 28% and 40% of total sales for theopls ended September 30, 2010 and September 30,
2009, respectively. Power & Telephone Supply Comidara distributor and it accounted for 20% and
32% of revenue for the corresponding respectivéoger MTS Systems Corporation is an end user
customer and it accounted for 8% and 8% of revemoreghe corresponding respective periods. MTS
Systems Corporation purchases our product throtggistandard form of purchase order with pricing
established by a schedule that is in effect froflp 1u2008 through June 30, 2011. Power & Teleghon
Supply Company purchases our product throughatsdstrd form of purchase order.

Patents and Trademarks

As of September 30, 2010, we had one patent graariddone pending in the United States and two
pending patent applications inside and outsiddthiged States. We have also developed and arg usin



trademarks and logos to market and promote our yeted including Clearfiefd, Clearview and
FieldSmar?.

Backlog

Backlog reflects purchase order commitments formoducts received from customers that have yet to
be fulfilled. Backlog orders are generally shippeithin three months. The Company had a backlog of
$2,677,000 as of September 30, 2010 and $1,228884 September 30, 2009.

Seasonality

We are affected by the seasonal trends in the indsisve serve. We typically experience sequentiall
lower revenues in our first and second fiscal agrart primarily due to customer budget cycles,
deployment schedules, some customer geographicadentrations as well as standard vacation and
holiday calendars. Revenues usually reach a sdgseaiain our third and fourth fiscal quarters.

Product Development

Product development for Clearfield’s product limegram has been conducted internally. We belieak th
the communication industry environment is consya@tlolving and our success depends on our abdity t
anticipate and respond to these changes. Our fiectes analyze the environment and technology and
work to develop products that simplify our custoghdyusiness by developing innovative high quality
products utilizing modular design wherever possible

Employees

As of September 30, 2010, the Company had 13@&ifa#-employees. We also have several part-time
employees and independent contractors. None oémmpfoyees are covered by any collective bargaining
agreement. We believe our employee relations tgoloe.

Segment Reporting

The Company operates in a single reportable segment

ITEM 1A. RISK FACTORS

The impact and the timing of the impact of the Anmean Recovery and Reinvestment Act on our
business are uncertain.

The American Recovery and Reinvestment Act (ARR&igely known as the “Stimulus Bill,” was
enacted in February 2009. The ARRA allocates $1ibn in grants, loans and loan guarantees for
broadband/wireless initiatives for rural unserved ainderserved geographies across the country, with
these initiatives administered by several fedeganaies. This funding is available to a wide variet
organizations, including our customers and pro$peaustomers, to purchase and implement network
infrastructure and services to improve broadbantkiame. As part of the criteria established by the
federal agencies administering these programsyrjects to be funded through the new federal dtiswu
plan must be approved by the state or states iohathe projects will be located.

Currently, a limited portion of the funding alloedtby the ARRA for these broadband/wireless iritést
has been distributed to awarded applicants. Ostomers and prospective customers may postpone
projects involving telecommunications equipmenthsas ours until the availability and amount of



stimulus funds for a particular project is known awarded. Accordingly, they may experience
significant delays in the funding of projects thgbuhe ARRA, which, in turn, will delay their purase

of equipment for their projects. We cannot be ssbto what extent the ARRA will impact demand for
our products, our results of operations or thertgrof purchases by customers.

A large percentage of our sales have been made tmall number of customers, and the loss of a
major customer would adversely affect us.

In fiscal years 2010 and 2009, one distributor @ustr accounted for 20% and 32% of our revenue,
respectively. In addition, another end-user custoatcounted for 8% and 8% of our revenue in fiscal
years 2010 and 2009, respectively. If there isss lof one or more of these major customers or a
significant decline in sales to either of theseanaustomers, it would have a material adversecetia

our results from operations.

Intense competition in our industry may result inripe reductions, lower gross profits and loss of
market share.

Competition in the telecommunications equipment seices industry is intense. Our competitors may
have or could develop or acquire marketing, finahaevelopment and personnel resources that exceed
ours. Our ability to compete successfully will dag on whether we can continue to advance the
technology of our products and develop new produitts acceptance of our products among our
customers and prospective customers and our abitityanticipate customer needs in product
development, as well as the price, quality andabdity of our products, our delivery and service
capabilities, and our control of operating expenses

We cannot assure you that we will be able to compiccessfully against our current or future
competitors. Increased competition from manufastiof telecommunications equipment such as ours
may result in price reductions, lower gross profdargins, and increased discounts to customersaasd |

of market share and could require increased spgnioynus on research and development, sales and
marketing and customer support.

Our results of operations could be adversely afestty economic conditions and the effects of these
conditions on our customers’ businesses.

Adverse changes in economic conditions, including tecent recession in the United States, have
resulted and may continue to result in lower spap@mong our customers and contribute to decreased
sales to our distributors and customers. Furiharbusiness may be adversely affected by factmb s
as downturns in economic activity in specific gequric areas or in the telecommunications industry;
social, political or labor conditions; or adverdeacges in the availability and cost of capitaleiast
rates, tax rates, or regulations. These factorb@yend our control, but may result in further @éases in
spending among customers and softening demandifgeroducts. Declines in demand for our products
will adversely affect our revenue. Further, chajiey economic conditions also may impair the apiit

our customers to pay for products and services lizae purchased. As a result, our cash flow may be
negatively impacted and our allowance for doubsftdtounts and write-offs of accounts receivable may
increase.

Our operating results may fluctuate significantlydm quarter to quarter, which may make budgeting
for expenses difficult and may negatively affecetmarket price of our common stock.

Because many purchases by customers of our prodiats to a specific customer project, the shemat
demand for our products can fluctuate significargthd our ability to forecast sales accurately from
guarter to quarter is limited. This fluctuation dam further affected by the long sales cycles reoggo
obtain contracts to supply equipment for theseeutsj the availability of capital to fund our cusers’



projects, and the impact of the American Recoveny Reinvestment Act on customer buying patterns.
These long sales cycles may result in significdioreexpended with no resulting sales or sales dna
not made in the anticipated quarter. Demand forpoojects will also depend upon the extent to Wwhic
our customers and prospective customers initiagsetiprojects and the extent to which we are seléote
provide our equipment in these projects, neithexliith can be assured. These factors generallytiasu
fluctuations, sometimes significant, in our opergtiesults.

Other factors that may affect our quarterly opegatiesults including:

. the volume and timing of orders from and shipmeéntsur customers;

. work stoppages and other developments affectingpleeations of our customers;

. the timi_n_g of and our ability to obtain new custaroentracts and the timing of revenue
recognition;

. the timing of new product and service announcements

. the availability of products and services;

. market acceptance of new and enhanced versiong groducts and services;

. variations in the mix of products and services @le s

. the utilization of our production capacity and eayges; and

. the availability and cost of key components of products.

Further, we budget our expenses based in part pecetions of future revenues. If revenue levela in
particular quarter are lower than expected, ouraipey results will be affected adversely.

Because of these factors, our quarterly operagnglts are difficult to predict and are likely tary in the
future. If our operating results are below finaheidalysts’ or investors’ expectations, the magkate of
our common stock may fall abruptly and significgntl

To compete effectively, we must continually imprasdsting products and introduce new products that
achieve market acceptance.

The telecommunications equipment industry is charemed by rapid technological changes, evolving

industry standards, changing market conditions faeglient new product and service introductions and
enhancements. The introduction of products using texhnologies or the adoption of new industry

standards can make our existing products, or ptedwuder development, obsolete or unmarketable. In
order to remain competitive and increase saleswilleneed to anticipate and adapt to these rapidly
changing technologies, enhance our existing predamdl introduce new products to address the chgngin
demands of our customers.

Many of our competitors have greater engineering product development resources than we have.
Although we expect to continue to invest substhmgaources in product development activities, our
efforts to achieve and maintain profitability wi#quire us to be selective and focused with owaeh
and development expenditures. Further, our exisind development-stage products may become
obsolete if our competitors introduce newer or mappealing technologies. If these technologies are
patented or proprietary to our competitors, we matybe able to access these technologies.



If we fail to anticipate or respond in a cost-effee and timely manner to technological developragnt

changes in industry standards or customer requitesner if we experience any significant delays in
product development or introduction, our businegserating results and financial condition could be
affected adversely.

We may face circumstances in the future that wiktksult in impairment charges, including, but not
limited to, significant goodwill impairment charges

If the fair value of any of our long-lived assetsctkases as a result of an economic slowdown, a
downturn in the markets where we sell productsserdlices or a downturn in our financial performance

and/or future outlook, we may be required to recandimpairment charge on such assets, including
goodwiill.

We are required to test intangible assets withfinde life periods for potential impairment annlyaénd

on an interim basis if there are indicators of &eptal impairment. We also are required to evaluat
amortizable intangible assets and fixed assetsinigpairment if there are indicators of a possible
impairment. One potential indicator of impairmesthe value of our market capitalization compared t
our net book value. Significant declines in our kearcapitalization could require us to record mater
goodwill and other impairment charges. Impairmdrdrges could have a negative impact on our results
of operations and financial position, as well aghenmarket price of our common stock.

We rely on single-source suppliers, which could saudelays, increases in costs or prevent us from
completing customer orders, all of which could megdly harm our business.

We assemble our products using materials and coemp®rsupplied by various subcontractors and
suppliers. We purchase critical components for products, including injected molded parts and
connectors from third parties, some of whom areayleinor limited-source suppliers. If any of our
suppliers are unable to ship critical components,may be unable to manufacture and ship products to
our distributors or customers. If the price of #h@omponents increases for any reason, or if these
suppliers are unable or unwilling to deliver, weynteve to find another source, which could result i
interruptions, increased costs, delays, loss efssahd quality control problems.

Further, the costs to obtain certain raw matedal$ supplies are subject to price fluctuationsctvimay

be substantial, because of global market demandsyMompanies utilize the same raw materials and
supplies in the production of their products asuse in our products. Companies with more resources
than us may have a competitive advantage in obiimaw materials and supplies due to greater
purchasing power. Some raw materials or suppligslmasubject to regulatory actions, which may affec
available supplies. Furthermore, due to generai@mic conditions in the United States and globaily,
suppliers may experience financial difficulties,igéhcould result in increased delays, additionatgoor
loss of a supplier.

The termination or interruption of any of theseati@inships, or the failure of these manufacturers o
suppliers to supply components or raw materialgston a timely basis or in sufficient quantitiekely
would cause us to be unable to meet orders fopootucts and harm our reputation and our business.
Identifying and qualifying alternative suppliers wid take time, involve significant additional costsd
may delay the production of our products. Furtifewe obtain a new supplier or assemble our product
using an alternative source of supply, we may rieenduct additional testing of our products telen

the product meets our quality and performance stalsd Any delays in delivery of our product to
distributors or customers could be extended, and cmsts associated with the change in product
manufacturing could increase.

The failure of our third-party manufacturers to macture the products for us, and the failure af ou
suppliers of components and raw materials to supplgonsistent with our requirements as to quality,
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guantity and timeliness could materially harm ousibhess by causing delays, loss of sales, incréases
costs and lower gross profit margins.

We lack experience manufacturing our products atghi volumes and we may be required to rapidly
increase our manufacturing capacity to deliver oproducts to our customers in a timely manner.

We manufacture and assemble our products at odityfao Plymouth, Minnesota. Our success will
depend upon our ability to cost-effectively mantifiae a reliable product and deliver that producain
timely manner. Because we lack experience manufagtwur products in large quantities, we may
encounter difficulties in maintaining productiorfieiencies, quality control and assurance, compbnen
supply and qualified personnel.

Our success depends upon adequate protection ofgaient and intellectual property rights.

Our future success depends in part upon our pttapyieechnology. We attempt to protect our proprigt
technology through patents, trademarks, copyrightstrade secrets. However, these legal meansl affo
us only limited protection and may not adequatedytgrt our rights or remedies to gain or keep any
advantages we may have over our competitors. Aaugly, we cannot predict whether these protections
will be adequate, or whether our competitors walvelop similar technology independently, without
violating our proprietary rights.

Our competitors, who may have or could developoguae significant resources, may make substantial
investments in competing technologies, or may ap@lyand obtain patents that will prevent, limit, o
interfere with our ability to manufacture or markeir products. Further, although we do not belitet
any of our products infringe the rights of othetsrd parties may in the future claim, our products
infringe on their rights, and these third partiesyrassert infringement claims against us in theréut

We may litigate to enforce patents issued to ustamfend against claimed infringement of the tsgbf
others or to determine the ownership, scope, aditsabf our proprietary rights and the rights dhers.
Any claim of infringement against us could involsignificant liabilities to third parties, could ngéice us

to seek licenses from third parties, and could @mews from manufacturing, selling or using our
products. The occurrence of this litigation, or #ffect of an adverse determination in any of thme of
litigation, could have a material adverse effect aur business, financial condition and results of
operations.

Our failure to protect or enforce our intellectpabperty rights could have a material adverse effec
our business, results of operations and financaflition.

Further consolidation among our customers may resin the loss of some customers and may reduce
revenue during the pendency of business combinasiamd related integration activities.

We believe consolidation among our customers infuire will continue in order for them to increase
market share and achieve greater economies of. S€alesolidation has impacted our business as our
customers focus on completing business combinatindgntegrating their operations. In connectiothwi
this merger and acquisition activity, our custom@esy postpone or cancel orders for our productdase
on revised plans for technology or network expamspending consolidation activity. Customers
integrating large-scale acquisitions may also redheir purchases of equipment during the integmati
period, or postpone or cancel orders.

The impact of significant mergers among our custgman our business is likely to be unclear until
sometime after such transactions are complete@r Aficonsolidation occurs, a customer may choose to
reduce the number of vendors from which it purchasiipment and may choose one of our competitors



as its preferred vendor. There can be no assurtratewe will continue to supply equipment to the
surviving communications service provider afteugibess combination is completed.

We are dependent on key personnel.

Our failure to attract and retain skilled personoetld hinder the management of our business, our
research and development, our sales and markédtortgseand our manufacturing capabilities. Ouwufet
success depends to a significant degree upon tiimged services of key senior management perspnnel
including Cheryl P. Beranek, our Chief Executivdi€r and John P. Hill, our Chief Operating Officer
We have employment agreements with Ms. BeranekMmdHill that provides that if we terminate the
employment of either executive without cause dhd executive terminates her or his employment for
good reason, we would be required to make spegifgtnents to them as described in their employment
agreement. We have key person life insurance onBdeanek or Mr. Hill. Further, our future success
also depends on our continuing ability to attraetain and motivate highly qualified managerial,
technical and sales personnel. Our inability tairebr attract qualified personnel could have aificant
negative effect and thereby materially harm ouiirmss and financial condition.

Product defects or the failure of our products toemt specifications could cause us to lose customers
and revenue or to incur unexpected expenses.

If our products do not meet our customers’ perfaroearequirements, our customer relationships may
suffer. Also, our products may contain defectsailrtb meet product specifications. Any failurepmor
performance of our products could result in:

. lack of or delayed market acceptance of our prajuct
. delayed product shipments;
. unexpected expenses and diversion of resourceplace defective products or identify and

correct the source of errors;

. damage to our reputation and our customer reldtipas
. delayed recognition of sales or reduced sales; and
. product liability claims or other claims for damagbat may be caused by any product defects or

performance failures.

Our products are often critical to the performan€e¢elecommunications systems. Many of our supply
agreements contain limited warranty provisionsthése contractual limitations are unenforceabl@ in
particular jurisdiction or if we are exposed to quot liability claims that are not covered by iresure, a
claim could harm our business.

Our stock price has been volatile historically anghy continue to be volatile. The price of our commo
stock may fluctuate significantly.

The trading price of our common stock has beennaawl continue to be subject to wide fluctuationst Ou
stock price may fluctuate in response to a numb&vents and factors, such as quarterly variations
operating results, announcements of technologiradhvations or new products by us or our competitors
changes in financial estimates and recommendakigrsecurities analysts, the operating and stodaepri
performance of other companies that investors negnmdcomparable to us, and new reports relating to
trends in our markets or general economic condition



In addition, the stock market is subject to price &olume fluctuations that affect the market wider
companies in general, and small-capitalizationhh@rhnology companies like us in particular. TEhes
broad market and industry fluctuations may advgra#fect the price of our common stock, regardless
our operating performance. Further, any failureusyto meet or exceed the expectations of financial
analysts or investors is likely to cause a decimeur common stock price. Further, recent economic
conditions have resulted in significant fluctuasoand significant declines in stock prices for many
companies, including Clearfield. We cannot preditten the stock markets and the market for our
common stock may stabilize.

Future sales of shares of our common stock in th&bfic market may negatively affect our stock price.

Future sales of our common stock, or the perceptianthese sales could occur, could have a sogmifi
negative effect on the market price of our commtotls In addition, upon exercise of outstanding
options, the number of shares outstanding of oumncon stock could increase substantially. This
increase, in turn, could dilute future earnings giware, if any, and could depress the market \afweir
common stock. Dilution and potential dilution, theailability of a large amount of shares for saleg
the possibility of additional issuances and salesuws common stock may negatively affect both the
trading price of our common stock and the liquidifyour common stock. These sales also might rmake i
more difficult for us to sell equity securities equity-related securities in the future at a time arice
that we would deem appropriate.

Anti-takeover provisions in our organizational doments, our shareholder rights agreement,
Minnesota law and other agreements could preventetay a change in control of our company.

Certain provisions of our articles of incorporatiand bylaws, our shareholder rights agreement (also
known as a “poison pill”), Minnesota law and otlgreements may make it more difficult for a third-
party to acquire, or discourage a third-party frattempting to acquire, control of our company,
including:

. the provisions of our bylaws regarding the busimesperly brought before shareholders;

. the right of our board of directors to establishrenthan one class or series of shares and to fix
the relative rights and preferences of any sudierdift classes or series;

. our shareholder rights agreement, which would caubstantial dilution to any person or group
attempting to acquire our company on terms not@pgat in advance by our Board of Directors;

. the provisions of Minnesota law relating to busgiesmbinations and control share acquisitions;
and
. the provisions of our stock option plans allowiog the acceleration of vesting or payments of

awards granted under the plans in the event offggtevents that result in a “change in control”
and provisions of agreements with certain of owocexive officers requiring payments if their
employment is terminated and there is a “changm®inrol.”

These measures could discourage or prevent a @kebws or changes in our management, even if an
acquisition or such changes would be beneficiauwoshareholders. This may have a negative effect o
the price of our common stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

10



ITEM 2. PROPERTIES.

Clearfield leases a 30,000 square foot facility480 Nathan Lane North in Plymouth, Minnesota
consisting of our corporate offices, manufacturmgl warehouse space. The lease commenced on July 1,
2006 with rent commencing on November 1, 2006. ifli&l lease payment was $16,926 per month with
annual increases of approximately 3.3%. Curremtly, monthly rent is $19,379. The lease expires on
November 30, 2013. The lease is backed by an uitaumal, irrevocable letter of credit equal to
approximately five months rent. In addition, on ®eqber 1, 2010, the Company entered into a licemse
rent an additional 7,338 square feet of adjacenmthause space for $9,175 for the five month period
ending February 28, 2011, with an option to exterhth to month through to August 31, 2011.

We own a 24,000 square foot production facilitiimerdeen, South Dakota, which is partially leased a
occupied. (See Note C in the Financial Statemetaded in Item 8 of this Form 10-K.)

ITEM 3. LEGAL PROCEEDINGS.

The Company is exposed to a number of assertedrsasberted legal claims encountered in the ordinary
course of its business. Although the outcome of@rgh legal actions cannot be predicted, management
believes that there are no pending legal procesdagginst or involving the Company for which the
outcome is likely to have a material adverse efigein its financial position or results of operato

ITEM 4. [REMOVED AND RESERVED]
PART II
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED

STOCKHOLDER MATTERS.

Our common stock is traded on The Nasdaq Globak&asystem of The Nasdaq Stock Market LLC
under the symbol “CLFD.” The following table setsth the quarterly high and low sales prices far ou
common stock for each quarter of the past two [figears.

Fiscal Year Ended September 30, 2010 High Low

Quarter ended December 31, 2009 $4.90 $2.03
Quarter ended March 31, 2010 $3.48 $1.93
Quarter ended June 30, 2010 $2.95 $2.32
Quarter ended September 30, 2010 $2.98 $2.25
Fiscal Year Ended September 30, 2009 High Low

Quarter ended December 31, 2008 $1.30 $0.75
Quarter ended March 31, 2009 $1.31 $1.00
Quarter ended June 30, 2009 $2.00 $1.09
Quarter ended September 30, 2009 $5.52 $1.52

The foregoing prices reflect inter-dealer priceghaut dealer markup, markdown, or commissions and
may not represent actual transactions.

Approximate Number of Holders of Common Stock

There were approximately 318 holders of recordusfammmon stock as of September 30, 2010.
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Dividends

We have never paid cash dividends on our commaksWe do not intend in the foreseeable future to
pay cash dividends on our common stock.

Equity Compensation Plan Information
The following table describes shares of our commstoick that are available on September 30, 2010 for

purchase under outstanding stock-based awardgserved for issuance under stock-based awards or
other rights that may be granted in the future enrmdir equity compensation plans:

Number of securities

Number of remaining available
securities to be for future issuance
issued upon Weighted-average under equity
exercise of exercise price of compensation plans
outstanding outstanding (excluding those
options, warrants options, warrants reflected in column
Plan Category and rights (a) and rights (b) (@)
Equity compensation plans approved by
security holders
2007 Stock Compensation Option Plan 1,056,000 $ 1.42 316,000
Stock Option Plan for Non Employee 82,500 $ 1.12 -
Directors
Equity compensation plans not approved
by security holders - - -
Total 1,138,500 $ 1.40 316,000

Issuer Repurchases

We did not purchase any shares of our common stodkg the fiscal year ended September 30, 2010.

ITEM 6. SELECTED FINANCIAL DATA

Not Required
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL
CONDITION AND RESULTS OF OPERATIONS

Cautionary Statement Regarding Forward-Looking Information

Statements made in this Annual Report on Form 1@khe Company’'s other SEC filings, in press
releases and in oral statements, that are notretats of historical fact are “forward-looking stants.”
Such forward-looking statements involve known amknown risks, uncertainties and other factors
which may cause the actual results or performafichkeoCompany to be materially different from the
results or performance expressed or implied by $oackard-looking statements. The words “believes,”
“expects,” “anticipates,” “seeks” and similar exgg®wns identify forward-looking statements. Readers
are cautioned not to place undue reliance on tteegard-looking statements, which speak only athef
date the statement was made. The risks and undertaithat could cause actual results to differ
materially and adversely from the forward-lookirtgtesments include those risks described in Péterh

1A. “Risk Factors.”

Overview of Business:The Company focuses on highly configurable prodimtdelecommunications
customers, primarily related to cabling managemeqtuirements of the fiber-to-the-premises (FTTP)
marketplace and the design, manufacture, distobutand marketing of a variety of fiber optics and
copper components to the data communication aretdeimunication industries. The Companies
primary manufactured products include standard arsdiom fiber optic cable assemblies, copper cable
assemblies, OSP cabinets, value—added fiber dpaices, panels and modules.

Critical Accounting Policies: In preparing our financial statements, we makeveg®s, assumptions and
judgments that can have a significant impact onreuenues, income or loss from operations and net
income or loss, as well as on the value of cerasets and liabilities on our balance sheet. Wieeel
that there are several accounting policies thatatieal to an understanding of our historical dature
performance, as these policies affect the rep@mecunts of revenues, expenses and significant &tgtim
and judgments applied by management. While thexeaamumber of accounting policies, methods and
estimates affecting our financial statements, attegtsare particularly significant include:

. Stock option accounting;
. Accounting for income taxes; and
. Valuation and evaluating impairment of long-livesbats and goodwiill.

Stock-Based CompensationiWe measure and recognize compensation expensell fetoak-based
payments at fair value over the requisite servieeod. We use the Black-Scholes option pricing nhode
to determine the fair value of stock options awamdhe date of grant. The determination of faiueabf
share-based payment awards on the date of grarg asi option-pricing model is affected by our stock
price as well as by management assumptions regaedimumber of variables. These variables include,
but are not limited to, the expected stock prickaiiy over the term of the awards and the expddife

of the award, which is based in part upon actudl@njected employee stock option exercise behsvior

The expected terms of the options and employed torchase plan rights are based on evaluations of
historical and expected future employee exercis$@awer. The risk-free interest rate is based onu®
Treasury rates at the date of grant with maturétes approximately equal to the expected life ahigr
date. Volatility is based on historical and expdcfature volatility of the Company’s stock. The
Company has not historically issued any dividernu$ does not expect to in the future. Forfeitures ar
estimated at the time of the grant and revisededessary, in subsequent periods if actual forfestu
differ from estimates. If factors change, we maypky different assumptions in the calculation of
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compensation expense and the compensation expesweled for future periods may differ significantly
from the expense recorded in the current period.

Income TaxesWe account for income taxes in accordance with Antiog Standards Codification
(“ASC") 740, under which the amount of deferredame taxes is determined based on the estimated
future tax effects of differences between the faianstatement and tax bases of assets and liebilit
given the provisions of enacted tax laws. Deferirembme tax provisions and benefits are based on
changes to the assets or liabilities from yeardaryIn providing for deferred taxes, we consider t
regulations of the jurisdictions in which we operagstimates of future taxable income, and avas|&dt
planning strategies. If tax regulations, operategults, or the ability to implement tax-planningtegies
vary, adjustments to the carrying value of defetsedassets and liabilities may be required. Vabmat
allowances are recorded related to deferred tatsabsised on the “more likely than not” criteriaASC

740.

In accounting for uncertainty in income taxes, weognize the financial statement benefit of a tax
position only after determining that the relevaamt tuthority would more likely than not sustain the
position following an audit. For tax positions nmiegtthe more likely than not threshold, the amount
recognized in the financial statements is the ktrgenefit that has a greater than 50 percenifiked of
being realized upon ultimate settlement with tHev@nt tax authority. The Company recognizes irstere
and penalties accrued on any unrecognized tax it&asfa component of income tax expense.

As of September 30, 2010 the Company had U.S. déderd state net operating loss (NOL) carry-
forwards of approximately $32,289,000 and $23,033,0espectively, which expire in fiscal years 2020
to 2028. In fiscal 2009 The Company completed dearial Revenue Code Section 382 analysis of the
loss carry-forwards and determined that all of @manmpany’s loss carry-forwards were utilizable ant n
restricted under Section 382 as of September 31H.20

At September 30, 2008, all of the Company’s netedetl tax assets were offset with a valuation
allowance. During the fourth quarter of fiscal y@809, the Company reversed a portion of its vadnat
allowance in consideration of all available postiand negative evidence, including our historical
operating results, current financial condition, gudential future taxable income. The reductiorthia
valuation allowance in the fourth quarter of fisgahr 2009 resulted in a non-cash income tax hteokefi
approximately $2.5 million.

As part of the process of preparing our financiategnents, we are required to estimate our inc@xe t
liability in each of the jurisdictions in which wid business. This process involves estimating otwah
current tax expense together with assessing temypdrtierences resulting from differing treatmerit o
items for tax and accounting purposes. These diffags result in deferred tax assets and liabilitiés
must then assess the likelihood that these defearedssets will be recovered from future taxabt®me
and, to the extent we believe that recovery ismote likely than not or unknown, we must estabéish
valuation allowance.

Our future potential taxable income was evaluatased primarily on anticipated operating results for
fiscal years 2011 through 2013. We determined phajecting operating results beyond 2013 involves
substantial uncertainty and we discounted foredasysnd 2013 as a basis to support our deferred tax
assets. Based upon the assessment of all avakaidence, the Company will release additional
valuation allowance for the year ended September28@0 in an amount in which the tax benefit
generated offsets the tax provision to be realizech current year estimated taxable income. The
Company continues to record a valuation allowariagproximately $10.0 million against its remaining
deferred tax assets. The Company will continuesgess the assumptions used to determine the amount
of our valuation allowance and may adjust the v@dnaallowance in future periods based on changes i
assumptions of estimated future income and othetorfa. If the valuation allowance is reduced, we
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would record an income tax benefit in the period #aluation allowance is reduced. If the valuation
allowance is increased, we would record additionebme tax expense. Income tax expense could be
materially different from actual results becauselainges in management’s expectations regardingefut
taxable income, the relationship between book ardlie income, and tax planning strategies employed
by the Company.

During the fiscal year ended September 30, 200Citbmpany recorded a deferred income tax expense
of $83,250 for the book and income tax basis diffee in goodwill on acquisitions. This deferred
income tax expense was netted against the deféaredenefit resulting from the reduction in the
valuation allowance.

The Company files income tax returns in the U.Slefal jurisdiction, and various state jurisdictions
Based on its evaluation, the Company has concltitsdt has no significant unrecognized tax besefit
With limited exceptions, the Company is no longebjsect to U.S. federal and state income tax
examinations for fiscal years ending prior 1994n 2007 the Company changed its fiscal year to
September 30.

Impairment of long-lived assets and goodwillThe Company’s long-lived assets at September 300 20
consisted of property and equipment. The Compangrds the excess of purchase cost over the fair
value of net tangible assets of acquired compaasegoodwill or other identifiable intangible assdtse
Company reviews the carrying amount of its longdiwassets annually in the fourth quarter of eastalfi
year and more frequently if events or changesrncugistances indicate that the carrying amount ef th
assets may not be recoverable. When this revieigates the carrying amount of an asset or assapgro
exceeds the sum of the future undiscounted casbsflexpected to be generated by the assets, the
Company recognizes an asset impairment chargesagaiarations for the amount by which the carrying
amount of the impaired asset exceeds its fair value

Determining market values using a discounted cémlv fnethod involves significant judgment and
requires the Company to make significant estimatesassumptions, including long-term projections of
cash flows, market conditions and appropriate distoates. The Company's judgments are based on
historical experience, current market trends, chatons with external valuation specialists antieot
information. While the Company believes that thénestes and assumptions underlying the valuation
methodology are reasonable, different estimatesaaadmptions could result in a different outconfee T
Company generally develops these forecasts basadoamt sales data for existing products, planned
timing of new product launches, and estimated esiparof the FTTP market.

If the carrying amount of a reporting unit excedédsfair value, the Company measures the possible
goodwill impairment loss based on an allocatiothef estimate of fair value of the reporting uniatbof

the underlying assets and liabilities of the repgrtunit, including any previously unrecognized
intangible assets. The excess of the fair valua @porting unit over the amounts assigned tossets
and liabilities is the implied fair value of goodwiAn impairment loss is recognized to the extiat a
reporting unit's recorded goodwill exceeds the ietplfair value of goodwill. This test for the petio
ended September 30, 2010 resulted in no changeotbagll from the prior period.

No impairment of long-lived assets has occurredinguithe years ended September 30, 2010 or
September 30, 2009, respectively.
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Results of Operations

Year ended September 30, 2010 compared to year exadgeptember 30, 2009

Revenues for the fiscal year ended 2010 decrea¥etb 224,367,000 from revenue of $24,944,000 in
2009. This change is attributable to the weak esdncclimate in the first half of fiscal 2010 and
continuing delays in awards to customers undedtherican Recovery and Reinvestment Act (ARRA),
that was partially offset by increasing sales ia #econd half of fiscal 2010 that benefited frora th
Company’s customers beginning receiving awards utideARRA and strong summer deployments.

Revenues in fiscal year 2010 to commercial datevarés and broadband service providers were 86% of
sales, or $21,049,000, while revenues associatéd aeintract manufacturing for original equipment
manufacturers outside of the telecommunicationsketawvere 14% of sales, or $3,318,000, for fiscal
2010. For fiscal 2009, revenues to commercial dateworks and broadband service providers were also
86% of sales, or $21,390,000, while revenues astmutiwith contract manufacturing for original
equipment manufacturers outside of the telecomnatioics market were 14% of sales, or $3,555,000.

Gross margin increased from 35.6% in 2009 to 3752010 resulting in a gross profit of $9,138,000 i
2010 as compared to $8,871,000 in 2009, an increb$267,000 or 3%. The 1.9% increase in gross
margin is attributable to the results of on-goinggrams to reduce the cost of products through a
combination of new product introduction, procesgrovement, global sourcing of components and
supply chain partnerships with non U.S. manufaotudrganizations.

Selling, general and administrative expense ineeds$o, or $354,000, from $7,629,000 for 2009 to
$8,014,000 for 2010. This increase reflects a ocoimpg investment in sales, marketing, product
management, and product engineering coupled withersse associated with performance-based
compensation that we believe contribute to botassahd profitability.

Income from operations for 2010 was $1,123,000 @egbto $1,211,000 for 2009, a reduction of 7% or
$88,000. This change is attributable to reducedmee and increased operating expenses.

Interest income in fiscal 2010 improved to $143,0@0iscal year from $125,000 in fiscal year 2009.
This increase is attributable to the transitiomfrononey market investments from early 2009 to FDIC
backed bank certificates of deposit in late 2009 early 2010.

Interest expense decreased from $6,000 in 2009,60@ in 2010. The interest is attributable torficiag
associated with the enterprise information systestailed during 2007 and 2008. These notes werk pai
in full on June 23, 2010.

Other income decreased from $82,000 in 2009 to0®86in 2010. This consists of lease income on the
Company’s Aberdeen, South Dakota facility. In Magf909, the tenant defaulted on the lease by failure
to pay rent. We terminated the lease with our teaanof April 2009. As a consequence of the lease
termination we recorded as income the amount of®Bin 2009 previously recorded as an accrual,
which would have resulted in a reduced sale pddbe tenant, per the lease agreement. We arentlyirre
leasing the facility on a month-to-month basis wite same tenant.
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Income tax expense for fiscal 2010 was $121,00@atdfig amortization of goodwill which is deferred,
federal alternative minimum tax, and various stat®s in the amount of $3,800. Income tax benefit f
2009 was $2,372,000 which reflects the recognitidna deferred tax asset (DTA). The DTA is
$2,464,000 and is offset by tax amortization ofdyeitl of $65,000, which is deferred, tax expense fo
federal alternative minimum tax of approximatelyOF®0 and various state taxes in the amount of
$7,000. Net income for fiscal year 2010 was $1,080 ,or $0.10 per share for basic and $0.09 fotetilu
compared to $3,785,000 or $0.32 per share for laasl$0.31 per diluted share for the year 2009.

Liquidity and Capital Resources

As of September 30, 2010, our principal sourcecfidlity was our cash and cash equivalents and-shor
term investments. Those sources total $7,051,0@@pared to $6,840,000, at September 30, 2009. Our
excess cash is invested in certificates of depusitked by the FDIC. We have no long-term debt
obligations at September 30, 2010.

Operating Activities

Net cash generated from operations for the tweleaths ended September 30, 2010 totaled $629,000.
This was primarily due to our net income of $1,08D, depreciation of $498,000, and stock-based
compensation of $168,000. This was offset by arease in accounts receivable of $521,000, an iserea
in inventory of $358,000 and a reduction in acceyrayable of $432,000.

Net cash generated from operations for the twelgaths ended September 30, 2009 totaled $2,091,000.
This was primarily due to our net income of $3,088, depreciation of $434,000, stock based
compensation of $115,000 and a decrease in inveatof $935,000. This was offset by non-cash clsrge
for net deferred taxes of $2,390,000, an increasaccounts receivable of $190,000 and reduction in
accounts payable of $637,000.

Investing Activities

For the twelve months ended September 30, 2010pwehased $453,000 of manufacturing and IT
equipment and software. During the same periodwehased $2,479,000 of FDIC-backed certificates of
deposit and sold approximately $2,427,000 of séearmost of which were available-for-sale secesiti

In addition we received proceeds of $435,336 fromgayoff of the note from Anil Jain. The resultis
net decrease in cash from investing activities3#,800. The Company intends to continue to inuest i
the necessary and appropriate manufacturing equiprae help maintain a competitive position in
manufacturing capability.

For the twelve months ended September 30, 2009pwehased $181,000 of manufacturing and IT
equipment and software. During the same periodwehased $6,503,000 of FDIC-backed certificates of
deposit and sold approximately $4,962,000 of séearmost of which were available-for-sale seoesiti
The result is a net increase in cash from invesutiyities of $1,722,000.

Financing Activities

For the twelve months ended September 30, 2010ysed $33,000 to make scheduled debt principal
payments principally associated with the financofgour IT systems. We received $50,000 from the
issuance of stock from the exercise of employeeksaptions. The net cash received from financing
activities totaled $16,000.

For the twelve months ended September 30, 2009ysed $62,000 to make scheduled debt principal
payments principally associated with the financofgour IT systems. We received $91,000 from the
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issuance of stock from the exercise of employeeksaptions. The net cash received from financing
activities totaled $29,000.

The Company has current cash and cash equivaledtszestments all with a maturity of less thareéhr
years that total $10,287,000 we believe this prewid strong financial position and along with ciéslv
from operations will be sufficient to meet its winrgg capital and investment requirements for thet Aéx
months. The Company intends on utilizing its aalé cash and assets primarily for its continued
organic growth, as well as potential future stratdgansactions. However, future growth, organicait
through acquisition, may require the Company tegaiapital through additional equity or debt firiagc
There can be no assurance that any such finan@ofgvee available on commercially acceptable terms.

Recent Accounting Pronouncements:

In April 2009, the FASB issued ASC No. 820-10-3%irFValue Measurements and Disclosures —
Subsequent Measurement, which discusses the posisélated to the determination of fair value when
the volume and level of activity for the asset iability have significantly decreased. Based on the
guidance in ASC No. 820-10-35, if an entity deterasi that the level of activity for an asset oriligb

has significantly decreased and that a transadioot orderly, further analysis of transactiongjooted
prices is needed, and a significant adjustmenhéottansaction or quoted prices may be necessary to
estimate fair value. The guidance in ASC No. 828%0s to be applied prospectively and is effecfoe
interim and annual periods ending after June 1B6920ith early adoption permitted for periods ending
after March 15, 2009. Our adoption of this guidahad no impact on our financial statements.

In June 2009, the FASB issued new standards oabtarinterest entities (VIE), as codified in 810-10
which requires an entity to perform a qualitativelgsis to determine whether the enterprise’s bia
interest gives it a controlling financial inter@sta VIE. This analysis identifies a primary beoefry of a
VIE as the entity that has both of the followingacdcteristics: i) the power to direct the actiwtef a
VIE that most significantly impact the entity’s ewonic performance and ii) the obligation to absorb
losses or receive benefits from the entity thatdpotentially be significant to the VIE. The Comyas
required to complete ongoing reassessments ofrthmagy beneficiary of a VIE and will be required by
the Company effective October 1, 2010. The adoptimhnot have a material effect on our financial
statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET

RISK

Our exposure to market risk for changes in interatds relates primarily to our investments in FDIC
guaranteed bank certificates of deposit. The plistfocludes only FDIC guaranteed bank certificatés
deposit with an active secondary or resale marketensure liquidity. We have no investments
denominated in foreign country currencies and,efoge, our investments are not subject to foreign
exchange risk.
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ITEM 8.

Quarterly Financial Data (Unaudited)

FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Quarterly data for the years ended September 3® 20d 2010 was as follows:

Quarter Ended

December March 31, June 30, September
Statement of Operations Data 31, 2008 2009 2009 30, 2009
Net revenue $ 5,933,287 $ 5,232,604 $ 7,160,039 $ 6,618,907
Gross profit 2,014,208 1,818,152 2,684,466 2,354,194
Net income 217,487 131,049 587,020 2,849,533
Net income per share, Basic  $ 0.02 $ 0.01 $ 0.05 $ 0.24
Diluted 0.02 0.01 0.05 0.23

Quarter Ended

December March 31, June 30, September
Statement of Operations Data 31, 2009 2010 2010 30, 2010
Net revenue $ 4,942,667 $ 4,724,766 $ 6,778193 $ 7,921,129
Gross profit 1,701,708 1,733,376 2,603,195 3,099,254
Net income (loss) (159,681) (108,370) 629,013 819,992
Net income per share, Basic  $ (0.01) $ (0.01) $ 0.05 $ 0.07
Diluted (0.01) (0.01) 0.05 0.07
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Report of Independent Registered Public Accountindrirm

Board of Directors and Shareholders
Clearfield, Inc.

We have audited the accompanying balance shee®eaffield, Inc. (a Minnesota corporation) as of

September 30, 2010 and 2009, and the related staterof operations, shareholders’ equity and cash
flows for the years then ended. These financialestents are the responsibility of the Company’s
management. Our responsibility is to express aniap on these financial statements based on our
audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversight
Board (United States). Those standards requittevibgplan and perform the audit to obtain reasanabl
assurance about whether the financial statemeetse® of material misstatement. The Company s no
required to have, nor were we engaged to perfonnaudit of its internal control over financial repog.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigraniglit
procedures that are appropriate in the circumstrmé not for the purpose of expressing an opiion
the effectiveness of the Company'’s internal cortk@r financial reporting. Accordingly, we express
such opinion. An audit also includes examining,aotest basis, evidence supporting the amounts and
disclosures in the financial statements, assesbm@ccounting principles used and significanteesties
made by management, as well as evaluating the lbfieemcial statement presentation. We beliewa th
our audits provide a reasonable basis for our opini

In our opinion, the financial statements referredabove present fairly, in all material respechs t
financial position of Clearfield, Inc. as of Septan 30, 2010 and 2009, and the results of its dipesa

and its cash flows for the years then ended, idazority with accounting principles generally acasgpt
in the United States of America.

/s/Grant Thornton LLP
Minneapolis, Minnesota
November 18, 2010
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Assets
Current Assets
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Inventories
Other current assets
Total current assets

Property, plant and equipment, net

Other Assets
Long-term investments
Goodwill
Deferred taxes —long term
Other
Patents
Notes receivable
Total other assets
Total Assets

CLEARFIELD, INC.
BALANCE SHEETS

September 30, September 30,
2010 2009
$ 5,285,719 $ 4,731,735
1,764,868 2,108,566
3,244,379 2,723,414
1,512,306 1,153,862
129,079 180,635
11,936,351 10,898,212
1,273,107 19,492
3,236,163 2,840,000
2,570,511 2,570,511
2,145,362 2,231,990
176,368 176,368
23,099 -
- 392,186
8,151,503 8,211,055

$ 21,360,961

$ 20,428,759

Liabilities and Shareholders’ Equity

Current Liabilities

Current maturities of long term debt

Accounts payable
Accrued compensation
Accrued expenses

Total current liabilities

Deferred rent
Total Liabilities

Shareholders’ Equity

Undesignated shares, 4,999,500 authorized shames: n

shares issued and outstanding

Preferred stock, $.01 par value; 500 shares aatthr

no shares issued or outstanding

Common stock, 50,000,000 shares authorized, $ .01
par value; 12,015,331 and 11,974,631 shares issued
and outstanding at September 30, 2010 and 2009,

respectively

Additional paid-in capital
Accumulated deficit

Total shareholders’ equity

Total Liabilities and Shareholders’ Equity

$ - $ 33,081
1,188,261 1,212,541
765,181 1,159,245
82,867 88,139
2,036,309 2,493,006
78,585 87,942
2,114,894 2,580,948
120,153 119,746
52,589,034 52,372,139
(33,463,120) (34,644,074)
19,246,067 17,847,811
$ 21,360,961 $ 20,428,759

The accompanying notes are an integral part oetfirancial statements.
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CLEARFIELD, INC.
STATEMENTS OF OPERATIONS

Year Ended Year Ended
September 30, September 30,
2010 2009
Net revenues $ 24,366,755 $ 24,944,837
Cost of sales 15,229,222 16,073,817
Gross profit 9,137,533 8,871,020
Operating expenses
Selling, general and administrative 8,014,121 7,628,495
Loss on disposal of assets - 31,144
8,014,121 7,659,639
Income from operations 1,123,412 1,211,381
Interest income 143,469 124,922
Interest expense (820) (5,676)
Other income 36,351 81,810
179,000 201,056
Income before income taxes 1,302,412 1,412,437
Income tax expense (benefit) 121,458 (2,312,4
Net income 1,180,954 3,784,909
Net income per share Basic $0.10 $0.32
Net income per share Diluted $0.09 $0.31
Shares used in calculation of net income per share:
Basic 11,992,449 11,941,116
Diluted 12,449,955 12,046,059

The accompanying notes are an integral part oetfirancial statements.

22



CLEARFILD, INC.
STATEMENTS OF SHAREHOLDERS' EQUITY

Accumulated

Balance at September 30, 2008
Stock-based compensation expense
Exercise of stock options
Other comprehensive income
Net income
Comprehensive income

Balance at September 30, 2009
Stock-based compensation expense
Exercise of stock options
Net income
Comprehensive income

Balance at September 30, 2010

Additional other

Common stock paid-in Accumulated comprehensive Total shareholders’

Shares Amount capital deficit Income (loss) equity
11,938,131 $ 119,381 $ 52,166,219 $ (38,428,983% (264,000) $ 13,592,617
- - 115,218 - - 115,218
36,500 365 90,702 - - 91,067
- - - - 264,000 264,000
- - - 3,784,909 - 3,784,909
- - - - - 4,048,909
11,974,631 $ 119,746 $ 52,372,139 $ (34,644,074% - $ 17,847,811
- 167,725 - - 167,725
40,700 407 49,170 - - 49,577
- - - 1,180,954 - 1,180,954
- - - - - 1,180,954
12,015,331 $ 120,153 $ 52,589,034 $ (33,463,120% - $ 19,246,067

The accompanying notes are an integral part oktfirancial statements.
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CLEARFIELD, INC.
STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to cash

provided by operating activities:
Depreciation and amortization
Deferred income taxes
Loss on sale of assets
Stock-based compensation expense
Changes in operating assets and liabilities:
Accounts receivable, net
Inventories
Prepaid expenses and other assets
Accounts payable and accrued expenses
Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property and equipment
Purchase of investments
Proceeds from sale of equipment
Patent additions
Sale of investments
Proceeds from notes receivable

Net cash used in investing activities

Cash flows from financing activities:

Payment of long-term debt

Proceeds from issuance of common stock
Net cash provided by financing activities
Increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental cash flow information:
Cash paid during the year for:
Interest
Income Taxes

Year ended Year ended
September 30, September 30,
2010 2009
1,180,954 $ 3,784,909
498,014 434,499
86,628 (2,389,982)
- 31,144
167,725 115,218
(520,965) (189,967)
(358,444) 934,907
8,406 (24,631)
(432,973) (605,454)
629,345 2,090,643
(452,675) (180,933)
(2,479,465) (6,502,625)
1,046 -
(23,099) -
2,427,000 4,962,000
435,336 -
(91,857) (1,721,558)
(33,081) (62,126)
49,577 91,06
16,496 28,941
553,984 8,028
314735 4,333,709
$ 5,285,719 $ 4,731,735
820 $ 5,676
26,802 17,510

The accompanying notes are an integral part oktfirancial statements.
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NOTES TO FINANCIAL STATEMENTS
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICI ES

Description of Business: Clearfield, Inc., (the Company) is a manufacturfiea broad range of standard
and custom passive connectivity products to custerti@oughout the United States. These products
include fiber distribution systems, optical compiotse Outside Plant (“OSP”) cabinets, and fiber and
copper cable assemblies that serve the commumcatiovice provider, including Fiber-to-the-Premises
(“FTTP”), large enterprise, and original equipmaranufacturers (“OEMs”) markets.

Revenue Recognition:Revenue is recognized when persuasive evidenca afrangement exists, the
product has been delivered, the fee is fixed, deoep by the customer is reasonably certain and
collection is probable. This generally occurs uphipment of product to the customer, but in soases
occurs when the product is picked up by a custamedaitriers. The Company records freight revenues
billed to customers as revenue and the relategsigmand handling cost in cost of sales. Taxesctdl
from customers and remitted to governmental auilerare presented on a net basis.

Cash and Cash Equivalents:The Company considers all highly liquid investnsemtith original
maturities of three months or less to be cash atpmés. Cash equivalents at September 30, 2010 and
2009 respectively consist entirely of short-termnew market accounts. Cash equivalents are stated a
cost, which approximates fair value.

The Company maintains cash balances at severakfalanstitutions, and at times, such balancegedc
insured limits. The Company has not experienced lasses in such accounts and believes it is not
exposed to any significant credit risk on cash. d&dsh was in foreign financial institutions as of
September 30, 2010.

Investments: The Company currently invests its excess cash ik loartificates of deposit (CD’s) that
are fully insured by the Federal Deposit Insura@oeporation (FDIC) with a term of not more thanetr
years. CD’s with original maturities of more thanrde months are reported as held-to-maturity
investments. These investments in CD’s are claskidis held to maturity and are valued at cost which
approximates fair value. The maturity dates of ©Drs at September 30, 2010 are as follows:

Less than one year $ 1,764,868
1-3 years 3,236,163
Total $ 5,001,031
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICI ES - Continued

Accounts Receivable: Credit is extended based on the evaluation of gomes’s financial condition
and, generally, collateral is not required. Acceumttstanding longer than the contractual payrmentg

are considered past due. The Company determisedldwance by considering a number of factors,
including the length of time trade receivables past due, the Company’s previous loss history, the
customer’s current ability to pay its obligationtbe Company, and the condition of the general @egn
and the industry as whole. The Company writesoffounts receivable when they become uncollectible;
payments subsequently received on such receivabdesredited to the allowance for doubtful accounts
The following table illustrates balances and attifor fiscal years 2010 and 2009:

Balance at Charged to Balance at
Allowance for Beginning o Cost and End of
Doubtful Accounts Period Expenses Deductions Period
September 30, 201C $ 91,110 $ 6,840 $ = $ 97,950
September 30, 2009 69,382 24,089 2,361 01,11

Fair Value of Financial Instruments: The financial statements include the following finel
instruments: cash and cash equivalents, shortiter@stments, accounts receivable, notes receiatile
accounts payable. Notes receivable is carriediavddue because it is adequately secured by stothe
Company. All other financial instruments approxientdir value because of the short-term nature edeh
assets.

Inventories: Inventories consist of finished goods, raw matsraid work in process and are stated at the
lower of average cost (which approximates the-firsfirst-out method) or market. Inventory is wadl
using material costs, labor charges, and allodatetdry overhead charges and consists of the fatigw

September 30, September 30,
2010 2009
Raw materials $ 1,289,869 $ 873,439
Work-in-process 26,233 23,031
Finished goods 196,204 257,392
$ 1,512,306 $ 1,153,862

Property, Plant and Equipment: Property, plant and equipment are recorded at. cdignificant
additions or improvements extending asset lives cajgitalized, while repairs and maintenance are
charged to expense when incurred. Depreciatiorrasigied in amounts sufficient to relate the cost of
assets to operations over their estimated use®s [iThe straight-line method of depreciation isdufor
financial reporting purposes and accelerated metloe used for tax purposes. Estimated useful bfes
the assets are as follows:

Years
Building 20
Equipment 3-7
Leasehold improvements 7-10 or life of lease
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICI ES - Continued

Leasehold improvements are amortized over the ehoftthe remaining term of the lease or estimated
life of the asset.

Property, plant and equipment consist of the foihgnat:

September 30, September 30,
2010 2009
Land $ 56,195 $ 56,195
Building 1,679,424 1,679,424
Manufacturing Equipment 867,312 719,167
Office Equipment 1,651,496 1,357,811
Leasehold Improvements 200,257 195,383
4,454,684 4,007,980
Less accumulated depreciation a
amortization 3,181,577 2,688,488
$ 1,273,107 $ 1,319,492
Depreciation and amortization expen: $ 498,014 $ 434,499

Goodwill: The Company analyzes its goodwill testing for imp&nt annually or at an interim period
when events occur or circumstances change thatdwmoore likely than not reduce the fair value of a
reporting unit below its carrying amount.

The Company assesses the valuation or potentiairmpnt of its goodwill by utilizing a present valu
technique to measure fair value by estimating tutcash flows. Determining market values using a
discounted cash flow method requires the Companynafie significant estimates and assumptions,
including long-term projections of cash flows, metriconditions and appropriate discount rates. The
Company's judgments are based on historical exp=rjecurrent market trends, consultations with
external valuation specialists and other informati/hile the Company believes that the estimates an
assumptions underlying the valuation methodology reasonable, different estimates and assumptions
could result in a different outcome. The Companyagelly develops these forecasts based on redest sa
data for existing products, planned timing of newaduct launches, and estimated expansion of ther+ib
To-The-Premise market. Where available and as appte comparative market multiples are used to
corroborate the results of the present value methdd consider our net book value and market
capitalization when we test for goodwill impairmérgicause we have consolidated our reporting umits i
prior years into the parent company, resultingrie ceporting unit. If the carrying amount of a najng

unit exceeds its fair value, the Company measurespbssible goodwill impairment loss based on an
allocation of the estimate of fair value of thearmg unit to all of the underlying assets andiliies of

the reporting unit, including any previously unrgoized intangible assets. The excess of the fhievaf

a reporting unit over the amounts assigned tosggta and liabilities is the implied fair valuegalodwill.

An impairment loss is recognized to the extent thatporting unit's recorded goodwill exceeds the
implied fair value of goodwill. This test for thegpod ended September 30, 2010 resulted in no ehiang
goodwill from the prior period.
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICI ES - Continued

Impairment of Long-Lived Assets: The Company assesses potential impairments toritsllved assets
or asset groups when there is evidence that ewvertisanges in circumstances indicate that the icayry
amount of an asset or asset group may not be nembvAn impairment loss is recognized when the
carrying amount of the long-lived asset or assetigris not recoverable and exceeds its fair valhe.
carrying amount of a long-lived asset or asset grisunot recoverable if it exceeds the sum of the
undiscounted cash flows expected to result fromue and eventual disposition of the asset or asset
group. Any required impairment loss is measurethasamount by which the carrying amount of a long-
lived asset or asset group exceeds its fair vatdesarecorded as a reduction in the carrying valuhe
related asset or asset group and a charge to mgerasults. Intangible assets with indefinite $vare
tested annually for impairment and in interim pdsiaf certain events occur indicating that the yiag
value of the intangible assets may be impairedirimairment of long-lived assets has occurred during
any of the periods presented.

Income Taxes: The Company records income taxes in accordanch thie liability method of
accounting. Deferred taxes are recognized foretstamated taxes ultimately payable or recoverable
based on enacted tax law. The Company establsheduation allowance to reduce the deferred tax
asset to an amount that is more likely than ndigaealizable. Changes in tax rates are refleot¢ide

tax provision as they occur.

In accounting for uncertainty in income taxes weoghize the financial statement benefit of a tax
position only after determining that the relevaast tuthority would more likely than not sustain the
position following an audit. For tax positions rmiegtthe more likely than not threshold, the amount
recognized in the financial statements is the kstrgenefit that has a greater than 50 percenthibet! of
being realized upon ultimate settlement with tHev@nt tax authority. The Company recognizes irstere
and penalties accrued on any unrecognized tax iteasfa component of income tax expense.

Stock-Based CompensationWe measure and recognize compensation expensallf@tock-based
payments at fair value over the requisite serviegod. We use the Black-Scholes option pricing nhode
to determine the weighted average fair value ofoogt Equity-based compensation expense is included
in selling, general and administrative expenseg détermination of fair value of stock-based paymen
awards on the date of grant using an option-priciviglel is affected by our stock price as well as by
assumptions regarding a number of subjective vimsalI hese variables include, but are not limitzd t
the expected stock price volatility over the terhthe awards, and actual and projected employexk sto
option exercise behaviors.

The expected terms of the options are based oma@hs of historical and expected future employee
exercise behavior. The risk-free interest rateaiseld on the U.S. Treasury rates at the date of giitin
maturity dates approximately equal to the expelifedit grant date. Volatility is based on histatiand
expected future volatility of the Company’s stotke Company has not historically issued any divitden
and does not expect to in the future. Forfeitunesestimated at the time of the grant and reviged,
necessary, in subsequent periods if actual forfsstdiffer from estimates. The Company uses aitarée
rate of 10%.

The weighted average fair value of options gramtedng for the year ended September 30, 2010 and
2009 are $1.75 and $0.44. If factors change andmgloy different assumptions in the determinatibn o
the fair value of grants in future periods, theatel compensation expense that we record may differ
significantly from what we have recorded in thereat periods.
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICI ES - Continued

Net Income Per Share:Basic and diluted net income per share is comployedividing net income by
the weighted average number of common shares odista

Common stock options to purchase 1,138,500 and7009hares of common stock with a weighted
average exercise price of $1.40 and $1.08 werdamdaling during the years ended September 30, 2010
and 2009.

At September 30, 2010 and at September 30, 2008 tiere stock options with exercise prices greater
than the average market price of the common sludithe period.

Weighted average common share outstanding ford¢hesyended September 30, 2010 and 2009 were as
follows:

Year ended September 30, 2010 2009
Numerator for basic net income $ 1,180,954 $ 3,784,909
Denominator for basic net income per share —

weighted average shares 11,942,449 11,941,116
Effect of dilutive securities:

Stock options 457,506 104,943
Denominator for diluted net income per share

adjusted weighted average shares 12,449,955 12,046,059

Accumulated Other Comprehensive LossComprehensive income consists of net income ahdrot
gains and losses affecting shareholders’ equity; theder generally accepted accounting principles a
excluded from net income. For the Company, suahsteonsist primarily of unrealized gains and losses
on marketable equity investments. The changesertdimponents of other comprehensive income (loss)
are composed of the valuation allowance associttdthe Auction Rate Securities (ARS) the company
held and was subsequently able to sell back tdithieer, see the investments policy under Note théo
financial statements.

Use of EstimatesThe preparation of financial statements in conftymiith accounting principles
generally accepted in the United States of Amercmires management to make estimates and
assumptions that affect the reported amounts etsassd liabilities, related revenues and expeaisds
disclosure about contingent assets and liabilétabe date of the financial statements. Actuslilie
may differ from these estimates.

Recently Issued Accounting Pronouncements:

In September 2006, the FASB issued new standardsirovalue measurements as codified in ASC 820-
10. This standard establishes a framework for meagsdair value in generally accepted accounting
principles clarifies the definition of fair valueithin that framework and expands disclosures atioeit
use of fair value measurement. This standard engdsathat fair value is a market-based measurement,
as opposed to a transaction-specific measuremeataddpted this standard at the beginning of fiscal
2009 for financial assets and liabilities and themion did not have a material impact on our foiah
statements. We will adopt this standard at the imgg of fiscal 2010 for non-financial assets and
liabilities and do not expect it to have a mateeffdct on our financial statements.
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICI ES - Continued

In June 2009, the FASB issued new standards oablarinterest entities (VIE), as codified in 81Q-10
which requires an entity to perform a qualitativelgsis to determine whether the enterprise’s béia
interest gives it a controlling financial inter@sta VIE. This analysis identifies a primary beoefry of a
VIE as the entity that has both of the followingaddcteristics: i) the power to direct the actidtiaf a
VIE that most significantly impact the entity’s ewonic performance and ii) the obligation to absorb
losses or receive benefits from the entity thaldpotentially be significant to the VIE. The Comyas
required to complete ongoing reassessments ofrthmagy beneficiary of a VIE and will be required by
the Company effective October 1, 2010. The Compiigs not expect it to have a material effect on its
financial statements.

NOTE B — LONG-TERM LIABILITIES

The following is a summary of the outstanding débfiscal 2010 the company made the final payments
on its capital lease. As of September 30, 201@ir@pany has no long term liabilities. As of Septemb
30, 2009 the Company had long term liabilitiesltota$33,081.

NOTE C — COMMITMENTS AND FACILITIES

Plymouth Facility: The Company leases office and manufacturingifiesilin Plymouth, MN for its
ongoing operations. This operating lease expiregefiber 30, 2013 The Company also leases various
pieces of office equipment. For the years endede®dmer 30, 2010 and 2009, rent and common area
expense was $337,000 and $327,000 respectivelyfollbaving is a schedule of approximate minimum
rent payments under the operating lease for its&Ugh facility:

Year ending September 30 Operating leases
2011 262,340
2012 243,647
2013 249,480
2014 42,756
Total minimum lease payments $ 792,223

Aberdeen Facility: On August 20, 2009 the Company entered into agetiated lease agreement with
it'" tenant for its Aberdeen, South Dakota facilitthe lease is month to month. The tenant is inaasrbut
making partial rent payments. The Company continteesactively seek additional tenants and is
evaluating other uses for the facility.
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NOTE D — SHAREHOLDERS' EQUITY

The Board of Directors may, by resolution, estéibfiom the undesignated shares different classes or
series of shares and may fix the relative rightd preferences of shares in any class or series. The
Company is authorized to issue 500 shares of pegfestock and 50,000,000 shares of common stock at
$.01 par value. The Company has not issued angslodipreferred stock.

Stock-Based CompensationThe Company’s stock-based compensation plans aninestered by the
Compensation Committee of the Board of Director$jctv selects persons to receive awards and
determines the number of shares subject to eactdaama the terms, conditions, performance measures
and other provisions of the award.

The Company uses the Black-Scholes option-priciogehto estimate fair value of stock-based awards
with the following weighted average assumptions:

Year ended September 30 2010 2009

Expected volatility 67% 43%
Expected life (in years) 5 years 5 years
Expected dividends 0% 0%
Risk-free interest rate 2.08% 2.79%

The Company had two stock option plans which aesl @ an incentive for directors, officers, andeoth
employees. The director’'s plan was terminated ibrérery of 2010 and 67,500 authorized but unissued
shares were removed from the plan. Options arergiygranted at fair market values determinedtan t
date of grant and vesting normally occurs overragho five-year period. The maximum contractual
term is normally six years. However, options grdrttedirectors have a one year vesting period asig a
year contractual term. Shares issued upon exastseatock option are new shares as opposed tsuinea
shares. The employee plan has 331,000 sharesldgdita issue as of September 30, 2010. On August
19, 2010 13,000 restricted stock grants were issu@tnployees at a price of $2.58 per share, tlesy v
over a three year period. As of September 30, 28%@27,834 of total unrecognized compensation
expense to non-vested awards is expected to begmeeda over a weighted average period of
approximately 2.19 years. The Company recordedeclaompensation expense for the years ended
September 30, 2010 and 2009 of $167,725 and $18,5.@€pectively.

Option transactions under these plans during the greded September 30, 2010 and 2009 are
summarized as follows:

Number of Weighted average = Weighted

shares exercise price average fair value
Outstanding at September 30, 200 386,700 $1.37
Granted 678,500 1.04 $0.44
Cancelled or Forfeited (29,000) 2.12
Exercised (36,500) 2.49
Outstanding at September 30, 200 999,700 1.08
Granted 233,000 2.85 $1.75
Cancelled or Forfeited (53,500) 1.34
Exercised (40,700) 1.22
Outstanding at September 30, 201 1,138,500 $1.40
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NOTE D — SHAREHOLDERS’ EQUITY - Continued

The number of options exercisable under the OptRlass were:

Year ended Exercisable Weighted average exercise
price

September 30, 2010 393,349 $1.09

September 30, 2009 148,540 $1.23

The following table summarizes information concegnoptions currently outstanding at:

Weighted Weighted
average average Aggregate
Number remaining exercise intrinsic
Year Ended outstanding contractual life price value
September 30, 201 1,138,500 6.11 years $ 140 $ 1,589,444
September 30, 2009 999,700 6.63 years $ 1.08 $ 1,080,390

Employee Stock Purchase PlanThe Clearfield Corporation 2010 Employee Stock Rase Plan

(“Stock Plan”) allows participating employees taghase shares of the Company’s common stock at a
discount through payroll deductions. The Stock Paavailable to all employees subject to certain
eligibility requirements. Terms of the Stock Planyide that participating employees may purchase th
Company’s common stock on a voluntary after taxsbaBmployees may purchase the Company’s
common stock at a price that is no less than tweldof 85% of the fair market value of one share of
common stock at the beginning or end of each gpackhase period or phase. The Stock Plan is carried
out in six-month phases, with phases beginningubnlJand January 1 of each calendar year. As of
September 30, 2010, the Company has withheld appadely $17,500 from employees participating in
the phase that began on July 1, 2010. At SepteBthet010, all 300,000 shares of common stock were
available for future purchases under the Stock,Riamhe plan will not complete a six-month phas# u
December 21, 2010.

NOTE E — SHAREHOLDER RIGHTS PLAN

Pursuant to the Shareholder Rights Plan each sti@@mmon stock has attached to it a right, andheac
share of common stock issued in the future willehavright attached until the rights expire or are
redeemed. Upon the occurrence of certain changmritrol events, each right entitles the holder to
purchase one one-hundredth of a share of SeriamBrJPreferred Participating Share, at an exercise
price of $80 per share, subject to adjustment. fTdigs expired on November 10, 2010 and may be
redeemed by the Company at a price of $.001 pket pigor to the time they become exercisable.
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NOTE F — INCOME TAXES

Deferred taxes recognize the impact of temporaffer@inces between the amounts of the assets and
liabilities recorded for financial statement purpesand such amount measured in accordance with tax
laws. Realization of net operating loss carry fardvand other deferred tax temporary differences ar
contingent upon future taxable earnings. The Camyigadeferred tax asset was reviewed for expected
utilization using a “more likely than not” approaek required by ASC 740 by assessing the available
positive and negative factors surrounding its recalility. Accordingly, the Company recorded d ful
valuation allowance at September 30, 2008. Foryd#w ended September 30, 2009, the Company
reduced the portion of the valuation allowanceteglao our net operating loss carryforwards (NOL'’S)
and other deferred tax assets that we believe are likely than not to be realized based upon egts

of future taxable income. The Company reverspdréon of its valuation allowance in consideratumn

all available positive and negative evidence, idirig our historical operating results, current ficial
condition, and potential future taxable income. Thduction in the valuation allowance for the year
ended September 30, 2009 resulted in a non-casmitax benefit of approximately $2.5 million.

Our future potential taxable income was evaluatased primarily on anticipated operating results for
fiscal years 2011 through 2013. We determined phajecting operating results beyond 2013 involves
substantial uncertainty and we discounted foredasyend 2013 as a basis to support our deferred tax
assets. Based upon the assessment of all avaéaidence, the Company will release additional
valuation allowance for the year ended September28Q0 in an amount in which the tax benefit
generated offsets the tax provision to be redlifzem current year estimated taxable income. The
Company continues to record a valuation allowari@pproximately $10.0 million, of which $213,000 is
short term and $9,750,000 is long-term, againstateaining deferred tax assets. The Company will
continue to assess annually, or an interim basisirdumstances warrant, the assumptions used to
determine the amount of our valuation allowance aray adjust the valuation allowance in future
periods based on changes in assumptions of estimatiere income and other factors. If the valuation
allowance is reduced, we would record an incomebimefit in the period the valuation allowance is
reduced. If the valuation allowance is increaseslyweuld record additional income tax expense.
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NOTE F — INCOME TAXES - continued

Significant components of deferred income tax asaed liabilities are as follows at:

September 30, September 30,
2010 2009
Current deferred income tax assets (liabilities):
Inventories 133,182 $ 118,247
Accrued expenses and reserves 120,017 109,392
Prepaid expenses (40,697) (42,168)
212,502 185,471
Valuation allowance (212,502) (185,471)
Net current deferred tax asset - $ -
Long-term deferred income tax assets (liabilities):
Intangibles 23,455 $ 24,901
Property and equipment depreciation 295,498 258,325
Net operating loss carry forwards and credits 11,833,662 11,257,970
Stock based compensation 32,503 15,872
Accrued expenses and reserves 28,673 31,624
Goodwill (318,656) (232,010)
11,895,135 11,356,682
Valuation allowance (9,749,773) (9,124,692)
Net long-term deferred tax asset 2,145,362 $ 2,231,990

As of September 30, 2010, the Company had U.Srdedmd state net operating loss (NOL) carry
forwards of approximately $32,289,000 and $23,033 @spectively which expire in fiscal years 20@0 t
2028. The Company completed an Internal Revenue Gedtion 382 analysis of the loss carry-forwards

in 2009 and determined then that all of the comfsalogs carry-forwards are utilizable and not riestd

under Section 382.
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NOTE F — INCOME TAXES - continued

The following is a reconciliation of the federaatsttory income tax rate to the consolidated efiectax
rate as a percent of pre-tax income for the follmperiods ended:

September 30, September 30,

2010 2009
Federal statutory rate 34% 34%
State income taxes 2% 2%
Permanent differences 5% 3%
Change in state tax rate effect on
deferreds -% 55%
Change in valuation allowance (32%) (262%)
Tax rate 9% (168%)

Components of the income tax expense (benefitagafellows for the periods ended:

September 30, September 30,
2010 2009
Current:
Federal $ 17,097 $ 19,598
State 15,509 6,824
32,606 26,422
Deferred:
Federal 998,162 (355,833)
State (1,563,647) 1,791,578
(565,485) 1,435,745
Valuation allowance 654,337 (3,834,639)

Income tax expense (benefit) $ 121,458 % (2,372,472)

The Company is required to recognize the finanstatement benefit of a tax position only after
determining that the relevant tax authority wouldrenlikely than not sustain the position followiag
audit. For tax positions meeting the more likelgrtmotthreshold, the amount recognized in the financial
statements is the largest benefit that has a grétaa® 50 percent likelihood of being realized upon
ultimate settlement with the relevant tax authorithe Company applies the interpretation to all tax
positions for which the statute of limitations rens open. The Company had no liability for
unrecognized tax benefits. The Company did notgei@e any interest or penalties during the years
ended September 30, 2010 or 2009.

The Company is subject to income taxes in the &&eral jurisdiction, and various state jurisdingo
Tax regulations within each jurisdiction are subjex the interpretation of the related tax laws and
regulations and require significant judgment to lgpjith few exceptions, the Company is no longer
subject to U.S. federal, state and local, incomestaaminations by tax authorities for fiscal yeansling
prior 1994. The Company changed its fiscal ye&0@7 to September 30.
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NOTE G — CONCENTRATIONS

Suppliers:  The Company purchases critical components forppoducts, including injected molded
parts and connectors from third parties, some afnwvlare single- or limited-source suppliers. If afy
our suppliers are unable to ship critical composenwe may be unable to manufacture and ship preduct
to our distributors or customers. If the price loése components increases for any reason, orséthe
suppliers are unable or unwilling to deliver, weynteave to find another source, which could result i
interruptions, increased costs, delays, loss efssahd quality control problems.

Customers: Two customers, Power & Telephone Supply Company BiTS Systems Corporation,
comprised approximately 28% and 41% of total sébesthe periods ended September 30, 2010 and
September 30, 2009, respectively. Power & Teleptgugply Company is a distributor and it accounted
for 20% and 33% of revenue for the correspondirspeetive periods. MTS Systems Corporation is an
end use customer and it accounted for 8% and 8féveinues for the corresponding respective periods.
MTS Systems Corporation purchases our product ¢irats standard form of purchase order with
pricing established by a schedule that is in effemtn July 1, 2008 through June 30, 2011. Power &
Telephone Supply Company purchases our produatighrias standard form of purchase order.

NOTE H — EMPLOYEE BENEFIT PLAN

The Company maintains a contributory 401(k) prefiaring benefit plan covering all employees. The
Company matches 50% of the first 6% of the empleysalary that was contributed by the employee to
the plan. The Company’s contributions under ttés pvere $175,973 and $170,950 for the years ended
September 30, 2010 and September 30, 2009

NOTE |- CERTAIN RELATIONSHIPS AND TRANSACTIONS

On June 28, 2007, we sold all of our interest in lodian subsidiary to an entity controlled by AKil
Jain, our former chief executive officer, on terdeemed by the independent directors to be fair and
reasonable to the Company. The purchase pric®@d,800 was payable over five years and was fully
secured by pledges of Clearfield, Inc. stock andJaim’s payments under his separation agreement, a
well as by a guarantee from Dr. Jain. The note pead in full June 23, 2010 in the amount of $400,00
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON
ACCOUNTING AND FINANCIAL DISCLOSURE.

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

The Company’'s management carried out an evaluatioger the supervision and with the participation
of the Company’s Chief Executive Officer and the n(pany’'s Chief Financial Officer of the
effectiveness of the design and operation of then@@my’s disclosure controls and procedures (as such
term is defined in Rule 13a-15(e) under the SdesriExchange Act of 1934, as amended) as of
September 30, 2010. Based upon that evaluation,Citrapany’s Chief Executive Officer and the
Company’s Chief Financial Officer concluded thag¢ tGompany’s disclosure controls and procedures
were effective.

Management's Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingraaititaining an adequate system of internal control
over financial reporting, as such term is definedRule 13a-15(f) of the Exchange Act. Under the
supervision and with the participation of our magragnt, including our Chief Executive Officer and ou
Chief Financial Officer, we conducted an evaluatainthe effectiveness of our internal control over
financial reporting based on the frameworkliernal Control — Integrated Framewotiksued by the
Committee of Sponsoring Organizations of the Tremdwommission. Based on that evaluation,
management concluded that, as of September 30, 0tOnternal control over financial reporting was
effective.

This annual report does not include an attestagéport of the Company’s registered public accountin
firm regarding internal control over financial refing. Management's report was not subject to
attestation by the Company’s registered public acttiog firm pursuant to rules of the Securities and
Exchange Commission that permit the Company to igeownly management’s report in this annual
report.

Changes in Internal Control Over Financial Reporting

No changes in the Company’s internal control oimarfcial reporting occurred during the fourth qaart
of fiscal year 2010 that have materially affected,are reasonably likely to materially affect, the
Company’s internal control over financial reporting

ITEM 9B. OTHER INFORMATION

None.

PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE.

Information required by Item 10 concerning the clioes and executive officers of the Company and
corporate governance is incorporated herein byrerée to Company’s proxy statement for its 2011
Annual Meeting of Shareholders, which will be filedth the Securities and Exchange Commission
pursuant to Regulation 14A within 120 days aftereénd of the fiscal year for which this reportiied.
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ITEM 11. EXECUTIVE COMPENSATION.

The information required by Item 11 is incorporatetein by reference to Company’s proxy statement
for its 2011 Annual Meeting of Shareholders, whighl be filed with the Securities and Exchange
Commission pursuant to Regulation 14A within 12@dafter the end of the fiscal year for which this
report is filed.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS.

The information required by Item 12 is incorporatestein by reference to Company’s proxy statement
for its 2011 Annual Meeting of Shareholders, whighl be filed with the Securities and Exchange
Commission pursuant to Regulation 14A within 12@<dafter the end of the fiscal year for which this
report is filed.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND
DIRECTOR INDEPENDENCE

The information required by Item 13 is incorporatertein by reference to Company’s proxy statement
for its 2011 Annual Meeting of Shareholders, whighl be filed with the Securities and Exchange
Commission pursuant to Regulation 14A within 12@<dafter the close of the fiscal year for whichsthi
report is filed.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by Item 14 is incorporatextein by reference to Company’s proxy statement
for its 2010 Annual Meeting of Shareholders, whighl be filed with the Securities and Exchange
Commission pursuant to Regulation 14A within 12@dafter the end of the fiscal year for which this
report is filed.

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

The financial statements of Clearfield, Inc. atediherewith under Iltem 8:

Exhibits. See Exhibit Index.

38



EXHIBIT INDEX

Incorporated
Number Description by Reference to
3.1 Restated Articles of Incorporation, of APA @gti| Exhibit 3.1 to Registrant’s
Inc. (n/k/a Clearfield, Inc.) dated November 3, 39&uarterly Report on Form 10-Q
and Articles of Amendment dated December 9, 1988 the quarter ended September
July 30, 1987, March 22, 1989, September 14, 19%@, 2000
and August 17, 2000
3.1 (a)| Articles of Amendment to Articles of Incorporatiorexhibit 3.1 to  Registrant's
dated August 25, 2004 Quarterly Report on Form 10-QQ
for the quarter ended September
30, 2004
3.2 Bylaws, as amended and restated effective BepflExhibit 3.2 to Registrant’s Annual
17, 1999 of Clearfield, Inc. (f/k/a APA Optics, Ihc | Report on Form 10-KSB for the
fiscal year ended March 31, 1999
4.1 Share Rights Agreement dated October 23, 2Q00Bxhibit 1 to the Registration
and between the Registrant and Wells Fargo B&statement on Form 8-A filed
Minnesota NA as Rights Agent November 8, 2000
10.1 Stock Option Plan for Non-Employee Directors Exhibit 10.3a to Registrant’s
Annual Report on Form 10-KSB
for the fiscal year ended March 31,
1994
*10.2 1997 Stock Compensation Plan Annex 1 to tledirive Proxy
Statement for the Registrant’s
Annual Meeting of Shareholdefs
held on August 15, 2001 as filed
on July 19, 2001
*10.3 Insurance agreement by and between the RagistExhibit 10.5 to Registrant’s
and Anil K. Jain Annual Report on Form 10-K far
the fiscal year ended March 31,
1990
*10.4 Form of Agreement regarding Indemnificatioh |d&xhibit 10.7 to Registrant’s
Directors and Officers with Messrs. Jain, OlspAnnual Report on Form 10-K fgr
Ringstad, Roth, Von Wald and Zuckerman the fiscal year ended March 31,
2002
10.5 Lease Agreement dated May 31, 2006 between |[Hashibit 10.14 to Registrant’s
Lake Realty, LLC and Clearfield, Inc. Annual Report on Form 10-K far
the fiscal year ended March 31,
2006.
*10.6 2007 Stock Compensation Plan, as amended bExh10.15 to Registrant’s
Registration Statements on Form
S-8 (SEC File Nos. 333-136828

and 333-151504)
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Incorporated

Number Description by Reference to
10.7 Amended and Restated Agreement Regandifxhibit 10.16 to Registrant’s
Employment/Compensation Upon Change In Cont®urrent Report on for 8-K dated
dated September 15, 2005 by and between ABéne 29, 2007
Enterprises, Inc. and Anil K. Jain
10.8 Supplemental Separation Agreement dated JB8neEXhibit 10.17 to Registrant’s
2007 by and between APA Enterprises, Inc. and A@ilrrent Report on for 8-K dated
K. Jain June 29, 2007
10.9 Promissory Note dated June 28, 2007 by Phastoiixhibit 10.19 to Registrant’s
International, Inc. as maker and APA Enterprises @arrent Report on for 8-K dated
holder in the principal sum of $500,000 June 29, 2007
10.10 | Unconditional and Continuing Guaranty datede] Exhibit 10.20 to Registrant’s
28, 2007 by Anil K. Jain in favor of APA Enterprise Current Report on for 8-K dated
Inc. June 29, 2007
10.11 | Stock Pledge Agreement dated June 28, 20@%iby Exhibit 10.21 to Registrant’s
K. Jain in favor of APA Enterprises, Inc. Current Report on for 8-K dated
June 29, 2007
10.12 | Separation Payments Pledge Agreement dateel| Hxhibit 10.22 to Registrant’s
28, 2007 by and between Anil K. Jain and AP8urrent Report on for 8-K dated
Enterprises, Inc. June 29, 2007
10.13 | Agreement to Provide Additional Collateraltedd Exhibit 10.23 to Registrant’s
June 28, 2007 by and between Anil K. Jain and ARAurrent Report on for 8-K dated
Enterprises, Inc. June 29, 2007
10.14 | Non-Compete Agreement dated June 28, 20@hthy Exhibit 10.24 to Registrant’s
among others, Anil K. Jain, and APA Enterprises, InCurrent Report on for 8-K dated
June 29, 2007
10.15 | Employment Agreement dated December 16, PQQ&Exhibit 10.26 to Registrant’s
and between Clearfield, Inc. and Cheryl P. Beranek.Current Report on for 8-K dated
December 16, 2008
10.16 Employment Agreement dated December 16, B§O&Exhibit 10.27 to Registrant’s
and between Clearfield, Inc. and John P. Hill. Current Report on for 8-K dated
December 16, 2008
10.17 | Clearfield, Inc. 2010 Employee Stock Purctiziae Exhibit 10.28 to Registrant’s
Registration Statement on Form |S-
8 (SEC File Nos. 333-166495)
23.1 Consent of Grant Thornton LLP **
31.1 Certification of Chief Executive Officer (paipal | **
executive officer) Pursuant to Rules 13a-14(a) jand
15d-14(a) of the Exchange Act
31.2 Certification of Chief Financial Officer (pdipal | **
financial officer) Pursuant to Rules 13a-14(a) and

15d-14(a) of the Exchange Act
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Number

Description

Incorporated
by Reference to

32

Certification of Chief Executive Officer and Reipal
Financial Officer Pursuant to 18 U.S.C. § 1350

*%

* Indicates a management contract or compensataryqr arrangement.

** Indicates exhibit filed herewith.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&fdhe Securities Exchange Act of 1934, the
Registrant has duly caused this report to be sigmedts behalf by the undersigned, thereunto duly
authorized.

Clearfield, Inc.

Date: November 18, 2010 By /s/ Cheryl P. Beranek
Cheryl P. Beranek
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed
below by the following persons on behalf of the R&gnt and in the capacities and on the dates
indicated.
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Each person whose signature appears below hereisyitates and appoints Cheryl P. Beranek and Bruce
G. Blackey, and each of them, as his true and laafttorney-in-fact and agent, with full power of
substitution, to sign on his behalf, individuallydain each capacity stated below, all amendmentisiso
Form 10-K and to file the same, with all exhibiteeteto and any other documents in connection
therewith, with the Securities and Exchange Comimisgyranting unto said attorneys-in-fact and agjent
full power and authority to do and perform each amdry act and thing requisite and necessary to be
done in and about the premises, as fully and tangdihts and purposes as each might or could do in
person, hereby ratifying and confirming each aat #aid attorneys-in-fact and agents may lawfudlyod
cause to be done by virtue thereof.

Signatures Title Date
[s/ Cheryl P. Beranek President, Chief Executive Officer November 18, 2010
Cheryl P. Beranek and Director (principal executive

officer)
s/ Bruce G. Blackey Chief Financial Officer (principal November 18, 2010
Bruce G. Blackey financial and accounting officer)
/s/ Ronald G. Roth Director November 18, 2010

Ronald G. Roth

/s/ John G. Reddan Director November 18, 2010
John G. Reddan

/s/ Stephen L. Zuckerman M.D. Director November 18, 2010
Stephen L. Zuckerman

/s/ Donald R. Hayward Director November 18, 2010
Donald R. Hayward

/s/ Charles N. Hayssen Director November 18, 2010
Charles N. Hayssen
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Exhibit 23.1

Consent of Independent Regqistered Public Accountingirm

We have issued our report dated November 18, 28dfmpanying the financial statements included in
the Annual Report of Clearfield, Inc. on Form 10d€ the year ended September 30, 2010. We hereby
consent to the incorporation by reference of sajubrt in the Registration Statements of Clearfiiid,

on Forms S-8 (File No. 333-74214, effective Noven®@ 2001; File No. 333-44500, effective August
25, 2000; File No. 333-44488, effective August 2800; File No. 333-44486, effective August 25, 2000
File No. 333-136828, effective August 23, 2006gHN0. 333-151504, effective June 6, 2008 and File
No. 333-166495, effective May 4, 2010) and on Fo8¥% (File No. 333-33968, effective April 4, 2004;
File No. 333-33966, effective April 4, 2004 andeFNo. 333-44104, effective August 18, 2000).

/s/Grant Thornton LLP
Minneapolis, Minnesota
November 18, 2010
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Exhibit 31.1
CERTIFICATION

I, Cheryl P. Beranek, certify that:

1.
2.

| have reviewed this annual report on Form 16fClearfield, Inc.;

Based on my knowledge, this annual report doésaentain any untrue statement of a material dacmit
to state a material fact necessary to make therstatts made, in light of the circumstances undeciwh
such statements were made, not misleading witleot$p the period covered by this annual report;

Based on my knowledge, the financial statemeartd, other financial information included in thisnaal
report, fairly represent in all material respetis financial condition, results of operations aadhcflows
of the registrant as of, and for, the periods preskin this annual report;

The registrant’s other certifying officer(s) andre responsible for establishing and maintairisglosure
controls and procedures (as defined in ExchangeRAub¢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 procedureszaased such disclosure controls and
procedures to be designed under our supervisiansare 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 annual 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 cirthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

C) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presented in
this report our conclusions about the effectiversdste 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 regmtsainternal control 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 control over financial oeing.

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

a) All significant deficiencies and material weakses in the design or operation of internal costrol
over financial reporting which are reasonably jk&d adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

b) Any fraud, whether or not material, that invavmanagement or other employees who have a
significant role in the registrant’s internal ca$rover financial reporting.

November 18, 2010

/s/ Cheryl P. Beranek
Cheryl P. Beranek

Chief Executive Officer
(Principal executive officer)
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Exhibit 31.2
CERTIFICATION

I, Bruce G. Blackey, certify that:

.

5.

| have reviewed this annual report on Form 16fClearfield, Inc.;

Based on my knowledge, this annual report doésaentain any untrue statement of a material dacmit
to state a material fact necessary to make thers&atts made, in light of the circumstances undeciwh
such statements were made, not misleading witleot$p the period covered by this annual report;

Based on my knowledge, the financial statemeartd, other financial information included in thisnaal
report, fairly represent in all material respetis financial condition, results of operations aadhcflows
of the registrant as of, and for, the periods preskin this annual report;

The registrant’s other certifying officer(s) andre responsible for establishing and maintairisglosure
controls and procedures (as defined in ExchangeRAub¢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 annual report is being prepared;

b) Designed such internal control over financial reipgr 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;

c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presented in
this report our conclusions about the effectiversdste 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 regmtsainternal control 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 control over financial oeing.

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

a) All significant deficiencies and material weakses in the design or operation of internal costrol
over financial reporting which are reasonably jk&d adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

b) Any fraud, whether or not material, that invavmanagement or other employees who have a
significant role in the registrant’s internal canig over financial reporting.

November 18, 2010

/sl Bruce G. Blackey
Bruce G. Blackey

Chief Financial Officer
(principal financial officer)
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Exhibit 32

CERTIFICATION

The undersigned certifies pursuant to 18 U.S.CO1B4&t:

Date:

The accompanying Annual Report on Form 10-Kter period ended September 30, 2010 fully
complies with the requirements of Sections 13(al®(d) of the Securities Exchange Act of
1934; and

The information contained in the Report fairlegents, in all material respects, the financial
condition and results of operations of the Company.

November 18, 2010

/sl Cheryl P. Beranek
Cheryl P. Beranek
Chief Executive Officer

/s/ Bruce G. Blackey
Bruce G. Blackey
Chief Financial Officer
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