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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CLEARFIELD, INC.
CONDENSED BALANCE SHEETS
UNAUDITED

December 31,

September 30,

2010 2010

Assets

Current Assets

Cash and cash equivalents 6,971,695 5,285,719

Short-term investments 2,166,000 1,764,868

Accounts receivable, net 2,319,334 3,244,379

Inventories 1,605,255 1,512,306

Other current assets 126,034 129,079
Total current assets 13,188,318 11,936,351

Property, plant and equipment, net 1,215,634 73,107

Other Assets

Long-term investments 2,800,163 3,236,163

Goodwill 2,570,511 2,570,511

Deferred taxes —long term 2,124,257 2,145,362

Other 176,368 176,368

Patents 23,099 23,099

Total other assets 7,694,398 8,151,503
Total Assets 22,098,350 21,360,961

Liabilities and Shareholders’ Equity

Current Liabilities

Accounts payable 1,104,479 1,188,261

Accrued compensation 978,629 765,181

Accrued expenses 86,626 82,867
Total current liabilities 2,169,734 2,036,309

Deferred rent 74,852 78,585
Total Liabilities 2,244,586 2,114,894

Shareholders’ Equity

Undesignated shares, 4,999,500 authorized shares; n

shares issued and outstanding - -

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

outstanding - -

Common stock, authorized 50,000,000, $ .01 pareyalu

12,040,173 and 12,015,331, shares issued and

outstanding at December 31, 2010 and September 30,

2010 120,402 120,153

Additional paid-in capital 52,695,324 52,589,034

Accumulated deficit (32,961,962) (33,463,120)
Total Shareholders’ Equity 19,853,764 19,246,067
Total Liabilities and Shareholders’ Equity $ 22,098,350 $ 21,360,961

SEE ACCOMPANYING NOTES TO CONDENSED FINANCIAL STATEENTS



CLEARFIELD, INC.
CONDENSED STATEMENTS OF OPERATIONS

SEE ACCOMPANYING NOTES TO CONDENSED FINANCIAL STATEENTS

UNAUDITED
Three Months Ended
December 31,
2010 2009

Revenues 7,246,669 4,942,667
Cost of sales 4,280,716 3,240,959
Gross profit 2,965,953 1,701,708
Operating expenses

Selling, general and administrative 2,459,319 889,615
Income (loss) from operations 506,634 (187,907)
Other income (expense)

Interest income 29,508 38,056

Interest expense - (584)

Other income 500 14,515

30,008 51,987

Income (loss) before income taxes 536,642 (135,920)
Income tax expense 35,484 23,761
Net income (loss) 501,158 (159,681)
Net income (loss) per share:
Basic $.04 ($.01)
Diluted $.04 ($.01)
Weighted average shares outstanding:

Basic 12,019,289 11,977,266

Diluted 12,629,943 11,977,266




CLEARFIELD, INC.

CONDENSED STATEMENTS OF CASH FLOWS
UNAUDITED

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

Investing activities
Purchases of property and equipment
Purchase of investments
Proceeds from maturities of investments
Net cash used in investing activities

Financing activities
Repayment of long-term debt
Proceeds from issuance of common stock under
employee stock purchase plan
Proceeds from issuance of common stock
Net cash provided (used) by financing activities

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

SEE ACCOMPANYING NOTES TO CONDENSED FINANCIAL STATEENTS

Three Months Ended December 31,

2010 2009
501,158 (159,681)
105,236 114,425
21,105 22,245
58,287 40,817
925,045 983,693
(92,949) (87,452)
3,045 (26,108)
120,342 (1,101,765)
1,869 (213,826)
(38,413) (50,696)
(160,659) (1,356,000)
195,527 1,275,000
(3,545) (131,696)
- (16,366)
37,722 -
10,530 5,442
48,252 (10,924)
1,685,976 (356,446)
28%719 4,731,735
$ 6,971,695 4,375,289




NOTES TO CONDENSED FINANCIAL STATEMENTS

Note 1. Basis of Presentation

The accompanying condensed financial statementareredited and have been prepared by the Company
in accordance with accounting principles generatigepted in the United States of America for imtefinancial
information, pursuant to the rules and regulatiohshe Securities and Exchange Commission. Putdwasuch
rules and regulations, certain financial informatiand footnote disclosures normally included in fimancial
statements have been condensed or omitted. Howigvéine opinion of management, the financial stetets
include all adjustments, consisting of normal reiogr accruals, necessary for a fair presentatiotheffinancial
position and results of operations and cash flovthe interim periods presented. Operating resfalisthe first
quarter of fiscal year 2011 are not necessariljcative of results to be expected for future quarter the entire
year, due to variability in customer purchasingqrats and seasonal, operating and other factoeserbondensed
financial statements should be read in conjunctidth the financial statements and notes therettuded in the
Company’s Annual Report on Form 10-K for the yeaaderl September 30, 2010.

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

Note 2. Net Income (Loss) Per Share

Basic net income per common share (“EPS”) is cosgh by dividing net income by the weighted average
number of common shares outstanding for the repgpgeriod. Diluted EPS equals net income dividedhgysum
of the weighted average number of shares of comstonk outstanding plus all additional common stock
equivalents, such as stock options, when dilutive.

Three Months Ended December 31

2010 2009
Net income (loss) per common share — basic:
Net income (loss) $ 501,158 $ (159,681)
Weighted average shares outstanding basic 12,019,289 11,977,266
Net income (loss)per common share - basic $ 0.04 $ (0.01)
Net income (loss) per common share — diluted
Net income (loss) 501,158 (159,681)
Weighted average shares outstanding 12,019,289 1,971,266
Dilutive impact of common stock equivalents 610,654 -
Wéightea average shares outstanding-diluted 1298329 11,977,266
Net income (loss)per common share — diluted $ 0.04 $ (0.01)

Note 3. Cash, Cash Equivalents and Investments

The Company currently invests its excess cash ineymaenarket accounts and bank certificates of déposi
(CD’s) that are fully insured by the Federal Depdssurance Corporation (FDIC) with a term of nobra than
three years. CD’s with original maturities of mdhan three months are reported as held-to-matumitystments.
These investments in CD’s are classified as helth&burity and are at cost. The maturity dates of ©D’s at
December 31, 2010 are as follows:

Less than one year $ 2,166,000
1-3 years 2,800,163
Total $ 4,966,163




Note 4. Stock Based Compensation

The Company recorded $58,287 of compensation egpegiated to current and past option grants,
restricted stock grants and the Company’s 2010 &yag Stock Purchase Plan (for which the first ¢bution
period was July 1, 2010 to December 31, 2010) ttier three month periods ended December 31, 201@ Th
Company recorded $40,817 of compensation expenatdeto current and past option grants and forttinee
month period ended December 31, 2009. . This esgpenincluded in selling, general and administeaéxpense.
There was no tax benefit from recording this noshcaxpense. As of December 31, 2010, $384,046taf t
unrecognized compensation expense related to netedrewards is expected to be recognized over ghteei
average period of approximately 1.91 years.

We used the Black-Scholes option pricing model dtednine the weighted average fair value of options
during the three-month periods ended December@Q 2and 2009, respectively

During the three-month period ended December 3102the Company granted key employees incentive
stock options to purchase an aggregate of 5,00@sld common stock with a contractual term of @rgea three
year vesting term and an exercise price of $3.@0 avfair value of $1.92 per share.

During the three-month period ended December 3@92the Company granted key employees incentive
stock options to purchase an aggregate of 85,08@&slof common stock with a contractual term oédrg, a three
year vesting term and an exercise price of $3.30 avfair value of $1.96 per share.

The weighted-average fair values at the grant dateoptions issued during the three months ended
December 31, 2010 and 2009 were $1.92 and $1.8pectvely. This fair value was estimated at gdate using
the weighted-average assumptions listed below.

Three months ended December 31,

2010 2009
Dividend yield 0% 0%
Expected volatility 74.17% 70.52%
Average risk-free interest rate 1.58% 2.20%
Expected life 6 years 5 years
Vesting period 3 years 3 years

The expected stock price volatility is based onhistorical volatility of the Company’s stock forpariod
approximating the expected life. The expected fddpresents the period of time that options are erpeto be
outstanding after their grant date. The risk-frerest rate reflects the interest rate at graté da zero-coupon
U.S. governmental bonds having a remaining lifeilainto the expected option term.

Employee Stock Purchase Plan

Clearfield, Inc. 2010 Employee Stock Purchase Rf&SPP”) adopted on February 25, 2010, allows
participating employees to purchase shares of tbenp@ny’s common stock at a discount through payroll
deductions. The ESPP is available to all employessgect to certain eligibility requirements. Terofsthe ESPP
provide that participating employees may purch&aseQ@ompany’s common stock on a voluntary afteritasis.
Employees may purchase the Company’s common stogkpdce that is no less than the lower of 85%heffair
market value of one share of common stock at tlgtnbeng or end of each stock purchase period os@h@he
ESPP is carried out in six-month phases, with phasginning on January 1 and July 1 of each cateyeh. For
the first contribution phase that ended on Decen®ier2010, employees purchased 17,710 shares ateaqd
$2.13 per share. After the employee purchase oremker 31, 2010, 282,290 shares of common stock were
available for future purchase under the ESPP.



Note 5. Inventories

Inventories consist of the following as of:

December 31, 2010 September 30, 2010
Raw materials $ 1,394,406 $ 1,289,869
Work-in-progress 34,168 26,233
Finished goods 176,681 196,204
$ 1,605,255 $ 1,512,306

Note 6. Major Customer Concentration

One customer, Power & Telephone Supply Company é@P@nTel), a distributor, comprised 27% of total
sales for the period ended December 31, 2010. distabutor, Power & Tel serves as a reseller af moduct to a
range of Tier 2 and Tier 3 telco carriers as wsltable service operators. Two customers, Poweekamd MTS
Systems Corporation (MTS), who purchases contraghufacturing services from Clearfield for its coppe
connectivity requirements, comprised 28% of totdés for the period ended December 31, 2009.

MTS purchases our product through its standard fofrpurchase order with pricing established by a
schedule that is in effect from July 1, 2008 thiodgne 30, 2011. Power & Tel purchases our proitiwotigh its
standard form of purchase order.

At December 31, 2010, one customer, Power & Tetoamted for 29% of accounts receivable. At
December 31, 2009, Power & Tel and MTS collectivatgounted for 23% of accounts receivable.

Note 7. Goodwill and Patents

The Company analyzes its goodwill testing for imnpeEnt annually or at an interim period when events
occur the result of the analysis performed in thath fiscal quarter ended September 30, 2010 didndicate an
impairment of goodwill. The Company will analyzeaglwill more frequently should changes in events or
circumstances occur. During the quarter ended Dbeer@l, 2010, there were no triggering events ithdicate
impairment exists.

The Company capitalizes legal costs incurred taiobpatents. Once accepted by either the U.S. Paten
Office or the equivalent office of a foreign coynthese legal costs are amortized using the stréiigh method
over their remaining estimated lives, not exceedifigyears. The Company has three patents pendihgiva U.S.
Patent Office and in foreign countries.

Note 8. Income Taxes

We recorded a provision for income taxes of $35,800 $24,000, for the three months ended December
31, 2010 and 2009 respectively. Our tax provisimudes estimated federal alternative minimum $aaxed state
franchise taxes, but is primarily related to deddrtax expense related to book and income tax bi#&sence in
goodwill on prior asset acquisitions. As a resitlyear-to-date taxable income, the Company incumadent tax
expense of approximately $217,000. This tax expéndeing offset by a similar amount of tax bemnasi a result
of reduction in valuation allowance during the demmfter considering current financial conditi@amd potential
future taxable income.

As of September 30, 2010 the Company had U.S. &ded state net operating loss (NOL) carry-forward
of approximately $30,289,000 and $23,033,000, etsmdy, which expire in fiscal years 2020 to 2028.fiscal
2009 The Company completed an Internal Revenue Gumidion 382 analysis of the loss carry-forwardd an
determined that all of the Company’s loss carryvfnds were utilizable and not restricted under iSe@82.

Deferred taxes recognize the impact of temporafierdinces between the amounts of the assets and
liabilities recorded for financial statement purgesand such amount measured in accordance withates
Realization of net operating loss carry forward atider deferred tax temporary differences are ogetit upon
future taxable earnings. The Company’s deferredasset was reviewed for expected utilization usntmore
likely than not” approach as required by ASC 740 dssessing the available positive and negativeorfact
surrounding its recoverability.



During the fourth quarter of fiscal year 2009, @@mpany reversed a portion of its valuation allogeaim
consideration of all available positive and negatewvidence, including our historical operating hssucurrent
financial condition, and potential future taxabfeame. The reduction in the valuation allowancedhia fourth
quarter resulted in a non-cash income tax beng&ipproximately $2.5 million. Our future potenttakable income
was evaluated based primarily on anticipated opgraésults from fiscal years 2011 through 2013e détermined
that projecting operating results beyond 2013 iveslsubstantial uncertainty and we discounted &stscbeyond
2013 as a basis to support our deferred tax assBtsed upon the assessment of all available esédethe
Company released additional valuation allowancdaHeryear ended September 30, 2010 in an amouwvtich the
tax benefit generated offsets the tax provisiorbéorealized from current year estimated taxablerme At
September 30, 2010 the Company recorded a valuailonvance of approximately $10 million against its
remaining deferred tax assets. We will continuagsess the assumptions we used to determine thenaofoour
valuation allowance and may adjust the valuatidomaince in future periods based on changes in gstsnms of
estimated future income and other factors. If thkiation allowance is reduced, we would recordremoiine tax
benefit in the period the valuation allowance idueed. If the valuation allowance is increased,weelld record
additional income tax expense. For the three mostided December 31, 2010, the Company has redteed i
valuation allowance by approximately $217,000.

Note 9. Certain Relationships and Transactions

On June 28, 2007, we sold all of our interest inladian subsidiary to an entity controlled by AKil Jain,
our former chief executive officer, on terms deerbgdthe independent directors to be fair and reasiento the
Company. The purchase price of $500,000 was peayabér five years and was fully secured by pledofes
Clearfield, Inc. stock and Dr. Jain's payments uritie separation agreement, as well as by a gusgdntm Dr.
Jain. The note was paid in full June 23, 2010 enaount of $400,000.

Note 10. Accounting Pronouncements
New Accounting Pronouncements

In April 2009, the FASB issued ASC No. 820-10-3@mirFValue Measurements and Disclosures —
Subsequent Measurement, which discusses the posistlated to the determination of fair value wttenvolume
and level of activity for the asset or liability\easignificantly decreased. Based on the guidame&SC No. 820-
10-35, if an entity determines that the level aivaty for an asset or liability has significanttiecreased and that a
transaction is not orderly, further analysis ofitactions or quoted prices is needed, and a signifiadjustment to
the transaction or quoted prices may be necessaggtimate fair value. The guidance in ASC No. 825 is to
be applied prospectively and is effective for imterand annual periods ending after June 15, 2008 early
adoption permitted for periods ending after Mar&) 2009. Our adoption of this guidance had no impacour
financial statements.

In June 2009, the FASB issued new standards omblarinterest entities (VIE), as codified in 810-10
which requires an entity to perform a qualitativealgsis to determine whether the enterprise’'s bégianterest
gives it a controlling financial interest in a VIEhis analysis identifies a primary beneficiaryao¥/IE as the entity
that has both of the following characteristicsthi¢ power to direct the activities of a VIE that shgignificantly
impact the entity’s economic performance and i@ tbligation to absorb losses or receive benefits fthe entity
that could potentially be significant to the VIEhd Company would also be required to complete argoi
reassessments of the primary beneficiary of a \fiit this new accounting policy is effective Octothie2010. The
Company does not currently have any VIE and theeetiois standard did not have a material effedhenfinancial
statements.

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

The statements contained in this Report on FornQ1Bat are not purely historical are “forward-loakg
statements” within the meaning of the Private Siies Litigation Reform Act of 1995. Forward-loogi
statements relate to future events and typicallgress the Company’s expected future business aadhdial
performance. Words such as “plan,” “expect,” “aiin/believe,” “project,” “target,” “anticipate,” “in tend,”
“estimate,” “will,” “should,” “could” and other wor ds and terms of similar meaning, typically identsych
forward-looking statements. Forward-looking stasts are based on certain assumptions and expectabf
future events and trends that are subject to raskd uncertainties. Actual results could differrfrahose projected
in any forward-looking statements because of tlotofa identified in and incorporated by referenceni Part I,

7

” o "o ” o



Item 1A, “Risk Factors,” of our Annual Report onrfo 10-K for the year ended September 30, 2010,edisas in
other filings we make with the Securities and ExgfgaCommission, which should be considered anraltgrt of
Part I, Item 2, “Management’s Discussion and Analysf Financial Condition and Results of Operatigndll
forward-looking statements included herein are madethe date of this Quarterly Report as Form 1@u@ we
assume no obligation to update the forward-lookstatements or to update the reasons why actualtsesauld
differ from those projected in the forward-lookisigitements.

The following discussion and analysis of our finahcondition and results of operations as of aordtlie
three month periods ended December 31, 2010 an@ giflld be read in conjunction with the finanesiatements
and related notes in Item 1 of this report and Aanual Report on Form 10-K for the year ended Septr 30,
2010.

OVERVIEW

General

Clearfield, Inc. manufactures, markets, and sellscommunications equipment. The Company provides a
suite of modular, highly-configurable passive cativity solutions to telecommunications service \pders, as
well as commercial and industrial original equipmemanufacturers (“OEMs”). The Company has succdigsfu
established itself as a value-added supplier tdaitget market of independent telephone companiescable
television operators as well as OEMs who valuegh ével of engineering services as part of theicprement
process. Clearfield has expanded its product offisrand broadened its customer base during thévastears.

Clearfield offers a broad range of telecommunicetiequipment and products including the design and
manufacture of standard and custom connectivitylyets such as fiber distribution systems, opticahgonents,
Outside Plant (“OSP”) cabinets, and fiber and coppeble assemblies that serve the communicatiovicger
provider including Fiber-to-the-Premises (“FTTPIarge enterprise, and OEM markets. Clearfield naémst a
range of engineering and technical knowledge inshdbat works closely with customers to develogtamize and
enhance products from design through productionstMwoducts are produced at Clearfield’s plant lynuth,
Minnesota with support from a network of domestia aglobal manufacturing partners. Clearfield spexda in
producing these products on both a quick-turn acideduled delivery basis. Key to our business isngtr
acceptance of Clearfield’'s proprietary FieldSmarEiber Management Platform product line within brioad
service providers deploying FTTP networks.

RESULTS OF OPERATIONS
THREE MONTHS ENDED DECEMBER 31, 2010 VS. THREE MONTHS ENDED DECEMBER 31, 2009

Revenues for the first fiscal quarter of 2011 enBetember 31, 2010 were $7,247,000, an increase of

47% or approximately $2,304,000 from revenue 0943,000, for the first fiscal quarter of 2010. kiddion to a
strengthening economic environment, revenues weséiyely affected by early stage deployments assed with
the American Recovery and Reinvestment Act (stimflinds). The Company saw steady to positive grawth
every market segment, including telco, broadband emunicipal utility as well as new projects in nors.
territories. Revenue growth was experienced fraistiag clients as well as from the developmemeiv accounts.
The Company experienced gains from within Tier 3ri€es, as well as from an emerging presence as®ativith
Tier 2 Carriers who have a national footprint. tiddion to its direct sales efforts, the Companliaced increasing
revenues from a broad range of emerging sales elgrincluding revenues derived from private ladgleements
as well as distributor initiatives. Revenue gaireravmade throughout the product line, with an iaseein sales
recognized in assemblies, optical components, parel cabinets for the inside and outside plamtedlsas gains in
the emerging access network product offerings. &y results for the first quarter of fiscal yer11 are not
necessarily indicative of results to be expectedidture quarters or the entire year, due to véiighn customer
purchasing patterns and seasonal, operating aed fatttors.

Gross margin improved to 41.0% from 34.4% for corapke first quarters of fiscal 2011 and 2010. Gross
profit increased from $1,702,000 to $2,966,00020t1 an increase of 74% or $1,264,000. The yearya@r gain
is the result of enhanced collaboration with owbgl suppliers resulting in lower purchased prodwests, product
mix that favors Clearfield value-added features ematinual improvements in our manufacturing preess which



translate into greater manufacturing efficiency aafzborption of factory overhead associated with higher
production volumes.

Selling, general and administrative expenses isea@80% or $569,000 from $1,890,000 for the first
quarter of 2010 to $2,459,000 for the first quaér2011. This increase is composed of annual cosgi®n
adjustments, increases in staff primarily in thiesalepartment, and an increase in commission anfdrmance
compensation accruals.

Income from operations for the first quarter of 204as $507,000 compared to a loss of $188,000 for
2010, an improvement of $695,000 or 370%. This aupment is attributable to increased revenue ammtaved
gross margin.

Interest income for the quarter ended December2810 was $30,000 compared to $38,000 for the
comparable period for fiscal 2010. Interest ratgehcontinued to decline resulting in lower retuffise Company
invests its excess cash in FDIC backed bank aetés of deposit.

There was no interest expense for the quarter efimpbmber 31, 2010 compared to $684 for the
comparable period for fiscal 2010. Interest for @Q¢as attributable to financing associated with ¢méerprise
information system installed during 2007 and 2008.

Other income consists of $500 and $15,000 for thartgrs ended December 31 of 2010 and 2009,
respectively. This is attributable to rental incofreem our Aberdeen, South Dakota facility.

Income tax expense was $35,000 and $24,000 foqtiaeters ended December 31 of 2010 and 2009,
respectively. Tax expenses related to goodwill wg?4,000 and $22,000 respectively for the corredpan
guarters. The balance was for various states in@rddranchise taxes as well as alternative minirtaxn{AMT).

The Company’s net income for the first quarteris€dl 2011 ended December 31, 2010 was $501,000, or

$0.04 basic and diluted share. For the first quartéiscal 2010 ended December 31, 2009 the Compaported a
net loss of $160,000, or $0.01 per basic and dilstere.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 2010, our principal source @dilility was our cash and cash equivalents and -short
term investments. Those sources total $9,138,0@kaeémber 31, 2010 compared to $7,051,000 at Sbptedd,
2010. Our long term-investments are invested mklaertificates of deposit (CD) that are backedhsyFDIC and
in bank money market accounts also backed by tH€ FDhe Company expects to fund operations withviisking
capital which is the combination of cash flow fr@mperations, accounts receivable and inventory wisichanaged
to meet customer demand. The Company intendsetdtaigash assets primarily for its continued oiggnowth.
Additionally, the Company may use its availablehcéar potential future strategic initiatives oriafices. We
believe our cash and cash equivalents at Decemihe2(@.0, along with cash flow from future operasipwill be
sufficient to fund our working capital and capitasources needs for the next 12 months.

Operating Activities

Net cash generated from operating activities far three months ended December 31, 2010 totaled
$1,642,000. This was primarily due to our net ineoai $501,000, depreciation of $105,000, defereectd of
$21,000, stock based compensation of $58,000, andcaease in accounts receivable of $925,000 anduats
payable of $120,000. This was offset by an incrémseventories of $92,000. The increase in accauateivable
reflects an overall increase in revenues.

Net cash used by operations for the three montdeceDecember 31, 2009 totaled $214,000, this was
primarily due to net loss of $160,000 and a de@@asccounts payable and accrued expenses ofZ0Q0due to
decreased inventory purchases and annul bonus fsayo an increase in inventories of $87,000. Whais offset
by depreciation of $114,000, deferred taxes of @22, stock-based compensation of $41,000 and aawserin
accounts receivable of $ 984,000.



Investing Activities

We invest our excess cash in money market accanttsbank CD’s in denominations across numerous
banks so that they are guaranteed under the FDKCb®lleve we obtain a competitive rate of retunvegithe
economic climate along with the security providediie FDIC. During the three month period endedddawer 31,
2009 we used cash to purchase $161,000 of sesuaitie received $195,000 on CD'’s that have matuPedchases
of capital equipment and information technologyipment consumed $38,000 of cash.

During the three month period ended December 309 2¢ used cash to purchase $1,356,000 of sesuritie
and received $1,275,000 on CD'’s that have matuledarchases of capital equipment and informatiohrtetogy
equipment consumed $51,000 of cash.

Financing Activities

For the three month period ended December 31, 2@&lfeceived $ 38,000 from employee’s participation
and purchase of stock through our ESPP and $11;660the issuance of stock as a result of emplogaescising
options.

For the three month period ended December 31, 2@09sed a net of $16,000 for scheduled debt prhcip
payments principally associated with the finanaifigur IT systems and received $5,000 from theassa of stock
as a result of employees exercising options.

At quarter end, Clearfield had no debt and $11®38jn cash and investments, up $1,651,000 from
$10,287,000 from fiscal year end September 30, 2010

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

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

These accounting policies are described in IterfiMianagement’s Discussion and Analysis of Financial
Condition and Results of Operations” of the Compadynnual Report on Form 10-K for the year endegt&mber
30, 2010. Management made no changes to the Cagfspenitical accounting policies during the quartarded
December 31, 2010.

In applying its critical accounting policies, maeagent reassesses its estimates each reportingdperio

based on available information. Changes in theteat®s did not have a significant impact on eaysifor the
quarter ended December 31, 2010.

RECENTLY ISSUED ACCOUNTING STANDARDS

There are no new accounting pronouncements that &awaterial effect on the financial statements.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not applicable.
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ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including our Chief Executive €#ffi
and Chief Financial Officer, we evaluated the dffemess of the design and operation of our discgontrols
and procedures, as defined in Rule 13a-15(e) uhéeBecurities Exchange Act of 1934, as of theadrtte period
covered by this report. Based upon that evaluatiba, Chief Executive Officer and Chief FinancialfiCdr
concluded that, as of the end of the period covénedhis report these disclosure controls and ploces were
effective.

Changes in Internal Control Over Financial Reporting

There were no changes to the Company’s internaralbover financial reporting as defined in Rulgal
15(f) of the Securities Exchange Act of 1934, thaturred during the quarter ended December 31, 2040
materially affected, or are reasonably likely totenglly affect, the Company’s internal control oviémancial
reporting.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

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

ITEM 1A. RISK FACTORS

The most significant risk factors applicable to @@mpany are described in Part I, Item 1A “Risktbeg’ of
our Annual Report on Form 10-K for the year endegdt&mber 30, 2010. There have been no materiabelsdnom
the risk factors previously disclosed in our AnnBajport on Form 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. [REMOVED AND RESERVED]

ITEM 5. OTHER INFORMATION
None.
ITEM 6. EXHIBITS

Exhibit 31.1 — Certification of Chief Executive @fér pursuant to Rules 13a-14(a0 and 15d-14(d)eof t
Exchange Act

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

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

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

CLEARFIELD, INC.

February 1, 2011 /sl Cheryl P. Beranek
By: Cheryl P. Beranek
Its: President and Chief Executive Officer
(Principal Executive Officer)

/sl Bruce G. Blackey

By: Bruce G. Blackey

Its: Chief Financial Officer

(Principal Financial and Accounting Officer)
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Exhibit 31.1
CERTIFICATION
I, Cheryl P. Beranek, certify that:

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

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

3. Based on my knowledge, the financial statement$atimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentedisnreport;

4. The registrant’s other certifying officer(s) andrk responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdRitts 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

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

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

(c) Evaluated the effectiveness of the registrantaasire controls and procedures and presented in
this report our conclusions about the effectiveradghe disclosure controls and procedures, as of
the end of the period covered by this report basesuch evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgadrter (the registrant’s fourth fiscal quartethia
case of an annual report) that has materially tftbr is reasonably likely to materially affeitie
registrant’s internal control over financial repog; and

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

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

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

February 1, 2011 /sl Cheryl P. Beranek
By: Cheryl P. Beranek, President and Chief Exgeudfficer
(Principal Executive Officer)




Exhibit 31.2
CERTIFICATION

I, Bruce G. Blackey, certify that:

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

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

3. Based on my knowledge, the financial statement$atimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentedisnreport;

4. The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdRitts 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

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

(b) Designed such internal control over financial 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 reportingcthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registrantelasire controls and procedures and presented in
this report our conclusions about the effectiversdsbe disclosure controls and procedures, as of
the end of the period covered by this report basesuch evaluation; and

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

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

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

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

February 1, 2011 /s/ Bruce G. Blackey
Bruce G. Blackey, Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 32.1

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

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

(1) The accompanying Quarterly Report on Form 1f&1Qhe period ended December 31, 2010 of Cleakfieic.

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

(2) The information contained in the accompanyigport fairly presents, in all material respects, fihancial
condition and results of operations of the Company.

February 1, 2011 /sl Cheryl P. Beranek

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

February 1, 2011 /s/ Bruce G. Blackey
Bruce G. Blackey, Chief Financial Officer
(Principal Financial and Accounting Officer)
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