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Eau Claire, Wisconsin    54703-3703

(Address of principal executive offices)     (Zip Code)

715-839-2121

(Registrant's telephone number, including area code)

�������

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.    Yes þ  No ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).
    Yes ¨  No ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definition of �large accelerated filer,� �accelerated filer,� and �smaller reporting
company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer þ Non-accelerated filer ¨ Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  

Yes ¨  No þ

There were 6,856,727 shares of the Issuer's Common Stock outstanding as of November 1, 2009.
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PART I � FINANCIAL INFORMATION

ITEM 1.

FINANCIAL STATEMENTS

NATIONAL PRESTO INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

October 4, 2009 and December 31, 2008

(Unaudited)

(Dollars in thousands)

2009 2008
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 28,971 $ 24,692
Marketable securities 103,488 121,217
Accounts receivable, net 68,246 75,594

Inventories:
Finished goods $ 45,558 $ 30,222
Work in process 37,892 33,976
Raw materials 17,985 101,435 7,522 71,720

Deferred tax assets 4,527 4,539
Other current assets 778 1,754
Total current assets 307,445 299,516

PROPERTY,  PLANT AND
EQUIPMENT 94,721 93,998

Less allowance for depreciation 44,366 50,355 39,266 54,732

GOODWILL 11,485 11,485
OTHER ASSETS � 150
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$ 369,285 $ 365,883

The accompanying notes are an integral part of the financial statements.
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NATIONAL PRESTO INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

October 4, 2009 and December 31, 2008

(Unaudited)

(Dollars in thousands)

2009 2008
LIABILITIES
CURRENT LIABILITIES:
Accounts payable $ 32,207 $ 32,325
Federal and state income taxes 3,825 4,217
Accrued liabilities 15,837 15,347
Total current liabilities 51,869 51,889

DEFERRED INCOME TAXES 3,389 3,389

COMMITMENTS AND
CONTINGENCIES � �

STOCKHOLDERS' EQUITY

Common stock, $1 par value:
Authorized: 12,000,000 shares
Issued: 7,440,518 shares $ 7,441 $ 7,441

Paid-in capital 1,974 1,735
Retained earnings 322,259 319,362
Accumulated other comprehensive income 558 536

332,232 329,074

Treasury stock, at cost 18,205 18,469
Total stockholders' equity 314,027 310,605

$ 369,285 $ 365,883
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The accompanying notes are an integral part of the financial statements.
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NATIONAL PRESTO INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF EARNINGS

Three Months and Nine Months Ended October 4, 2009 and September 28, 2008

(Unaudited)

(In thousands except per share data)

Three Months Ended Nine Months Ended
2009 2008 2009 2008

Net sales $ 116,392 $ 111,973 $ 327,479 $ 299,120
Cost of sales 87,448 93,031 254,513 249,539
Gross profit 28,944 18,942 72,966 49,581
Selling and general expenses 4,400 4,080 13,368 12,317
Operating profit 24,544 14,862 59,598 37,264
Other income 749 966 2,734 3,269
Earnings before provision for
income taxes 25,293 15,828 62,332 40,533
Income tax provision 8,588 5,627 21,427 14,500
Net earnings $ 16,705 $ 10,201 $ 40,905 $ 26,033

Weighted average shares
outstanding:
Basic 6,856 6,846 6,853 6,844
Diluted 6,856 6,846 6,853 6,844

Net earnings per share:
Basic $ 2.44 $ 1.49 $ 5.97 $ 3.80
Diluted $ 2.44 $ 1.49 $ 5.97 $ 3.80
Cash dividends declared and paid
per common share $ � $ � $ 5.55 $ 4.25
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The accompanying notes are an integral part of the financial statements.
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NATIONAL PRESTO INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine Months Ended October 4, 2009 and September 28, 2008

(Unaudited)

(Dollars in thousands)

2009 2008
Cash flows from operating activities:
Net earnings $ 40,905 $ 26,033
Adjustments to reconcile net earnings to net cash provided by (used
in) operating activities:

Provision for depreciation 6,537 6,584
Other 477 832
Changes in:
Accounts receivable 7,348 18,784
Inventories (29,715 ) (20,236 )
Other current assets 976 677
Accounts payable and accrued liabilities 372 (19,224 )
Federal and state income taxes (392 ) (4,424 )
Net cash provided by operating activities 26,508 9,026

Cash flows from investing activities:
Marketable securities purchased (47,246 ) (92,324 )
Marketable securities - maturities and sales 65,232 93,458
Acquisition of property, plant and equipment (2,522 ) (3,664 )
Sale of property, plant and equipment 72 2
Net cash provided by (used in) investing activities 15,536 (2,528 )

Cash flows from financing activities:
Dividends paid (38,008 ) (29,067 )
Other 243 190
Net cash used in financing activities (37,765 ) (28,877 )
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Net increase (decrease) in cash and cash equivalents 4,279 (22,379 )
Cash and cash equivalents at beginning of period 24,692 26,715
Cash and cash equivalents at end of period $ 28,971 $ 4,336

The accompanying notes are an integral part of the financial statements.
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NATIONAL PRESTO INDUSTRIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

NOTE A � EARNINGS PER SHARE

The Company�s basic net earnings per share amounts have been computed by dividing net earnings by the weighted
average number of outstanding common shares. The Company�s diluted net earnings per share is computed by dividing
net earnings by the weighted average number of outstanding common shares and common share equivalents relating
to stock options, when dilutive.

NOTE B � RECLASSIFICATIONS

Certain reclassifications have been made to the prior period�s financial statements to conform to the current period�s
financial statement presentation. These reclassifications did not affect net earnings or stockholders� equity as
previously reported.

NOTE C � BUSINESS SEGMENTS

In the following summary, operating profit (loss) represents earnings (loss) before other income, principally interest
income and income taxes. The Company's segments operate discretely from each other with no shared manufacturing
facilities. Costs associated with corporate activities (such as cash and marketable securities management) and the
assets associated with such activities are included within the Housewares/Small Appliances segment for all periods
presented.

(in thousands)
Housewares/

Small

Appliances

Defense

Products

Absorbent

Products Total
Quarter ended October 4,
2009
External net sales $ 36,065 $ 61,566 $ 18,761 $ 116,392
Gross profit 10,664 15,256 3,024 28,944
Operating profit 8,485 13,426 2,633 24,544
Total assets 228,688 105,470 35,127 369,285
Depreciation 240 898 1,026 2,164
Capital expenditures 315 (76 ) 150 389
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Quarter ended September
28, 2008
External net sales $ 29,919 $ 61,664 $ 20,390 $ 111,973
Gross profit (loss) 5,942 13,381 (381 ) 18,942
Operating profit (loss) 3,668 11,843 (649 ) 14,862
Total assets 199,472 103,952 45,506 348,930
Depreciation 192 815 1,223 2,230
Capital expenditures 161 784 209 1,154
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(in thousands)
Housewares/

Small

Appliances

Defense

Products

Absorbent

Products Total
Nine Months ended October
4, 2009
External net sales $ 84,771 $ 186,382 $ 56,326 $ 327,479
Gross profit 21,012 45,424 6,530 72,966
Operating profit 14,112 40,167 5,319 59,598
Total assets 228,688 105,470 35,127 369,285
Depreciation 680 2,656 3,201 6,537
Capital expenditures 804 1,208 510 2,522

Nine Months ended
September 28, 2008
External net sales $ 72,623 $ 173,208 $ 53,289 $ 299,120
Gross profit (loss) 13,254 36,766 (439 ) 49,581
Operating profit (loss) 6,636 31,903 (1,275 ) 37,264
Total assets 199,472 103,952 45,506 348,930
Depreciation 580 2,356 3,648 6,584
Capital expenditures 370 2,322 972 3,664
NOTE D - CASH, CASH EQUIVALENTS AND MARKETABLE SECURITIES

The Company considers all highly liquid marketable securities with an original maturity of three months or less to be
cash equivalents. Cash equivalents include money market funds. The Company deposits its cash in high quality
financial institutions. The balances, at times, may exceed federally insured limits. Money market funds are reported at
fair value determined using quoted prices in active markets for identical securities (Level 1, as defined by Financial
Accounting Standard Board (�FASB�) Accounting Standard Codification (�ASC�) 820, Fair Value Measurements and
Disclosures).

The Company has classified all marketable securities as available-for-sale, which requires the securities to be reported
at fair value, with unrealized gains and losses, net of tax, reported as a separate component of stockholders' equity.
Highly liquid, tax-exempt variable rate demand notes with put options exercisable in three months or less are
classified as marketable securities.

Edgar Filing: NATIONAL PRESTO INDUSTRIES INC - Form 10-Q

13



Edgar Filing: NATIONAL PRESTO INDUSTRIES INC - Form 10-Q

14



7

At October 4, 2009 and December 31, 2008, cost for marketable securities was determined using the specific
identification method. A summary of the amortized costs and fair values of the Company�s marketable securities at the
end of the periods presented is shown in the table below. Fair values are determined using significant other observable
inputs (Level 2, as defined by FASB ASC 820, Fair Value Measurements and Disclosures), which include quoted
prices in markets that are not active, quoted prices of similar securities, or other inputs that are observable.

(In Thousands)
MARKETABLE SECURITIES

Amortized

Cost Fair Value

Gross

Unrealized

Gains

Gross

Unrealized

Losses
October 4, 2009
Tax-exempt
Government
Bonds $ 102,629 $ 103,488 $ 860 $ 1

December 31, 2008
Tax-exempt
Government
Bonds $ 120,392 $ 121,217 $ 833 $ 8
The Company considers the declines in market value of its marketable securities shown in the column headed �Gross
Unrealized Losses� to be temporary in nature. The unrealized losses on the Company�s marketable securities, which are
insignificant in relation to total marketable securities, were caused primarily by changes in market interest rates. The
Company typically invests in highly-rated securities with the objective of minimizing the potential risk of principal
loss. When evaluating the investments for other-than-temporary impairment, the Company reviews factors such as the
length of time and extent to which fair value has been below cost basis, the financial condition of the issuer and any
changes thereto, and the Company�s intent to sell, or whether it is more likely than not it will be required to sell, the
investment before recovery of the investment�s amortized cost basis. During the three and nine month periods ended
October 4, 2009 and September 28, 2008, the Company did not recognize any impairment charges on outstanding
securities. As of October 4, 2009, the Company does not consider any of its investments to be other-than-temporarily
impaired.

Proceeds from sales of marketable securities totaled $16,328,000 and $65,232,000 for the three and nine month
periods ended October 4, 2009, respectively. There were no gross gains or losses related to sales of marketable
securities during the same periods. Net unrealized gains (losses) are reported as a separate component of accumulated
other comprehensive income and were gains of $50,000 and $34,000 before taxes for the three and nine month periods
ended October 4, 2009, respectively. No unrealized gains were reclassified out of accumulated other comprehensive
income during the same periods.
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The contractual maturities of the marketable securities held at October 4, 2009 are as follows: $28,315,000 within one
year; $45,913,000 beyond one year to five years; $7,831,000 beyond five years to ten years, and $21,429,000 beyond
ten years. All of the instruments in the beyond five year ranges are variable rate demand notes which can be tendered
for cash at par plus interest within seven days. Despite the stated contractual maturity date, to the extent a tender is not
honored, the notes become immediately due and payable.

NOTE E � COMMITMENTS AND CONTINGENCIES

The Company is involved in largely routine litigation incidental to its business. Management believes the ultimate
outcome of the litigation will not have a material effect on the Company's consolidated financial position, liquidity, or
results of operations.

NOTE F � ACCUMULATED OTHER COMPREHENSIVE INCOME

The $558,000 of accumulated comprehensive income at October 4, 2009 reflects the unrealized gain, net of tax, of
available-for-sale marketable security investments. Total comprehensive income net of tax effect was $16,737,000 and
$10,049,000 for the three month periods ended October 4, 2009 and September 28, 2008, respectively, and
$40,927,000 and $25,976,000 for the nine month periods ended October 4, 2009 and September 28, 2008,
respectively.
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NOTE G � FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of cash and cash equivalents, accounts receivable, trade accounts payable and accrued liabilities
approximates carrying value due to the short-term nature of these instruments.

NOTE H � ADOPTION OF NEW ACCOUNTING STANDARDS

In August 2009, the FASB issued Accounting Standards Update (�ASU�) No. 2009-05, Fair Value Measurements and
Disclosures (Topic 820) � Measuring Liabilities at Fair Value (�ASU 2009-05�). ASU 2009-05 amends ASC Subtopic
820-10, �Fair Value Measurements and Disclosures � Overall with respect to the fair value measurement of liabilities
and provides clarification that in circumstances in which a quoted price in an active market for the identical liability is
not available, a reporting entity is required to measure fair value using one or more of the following techniques: (1)
the quoted price of the identical liability when traded as an asset, (2) the quoted prices for similar liabilities or similar
liabilities when traded as assets, and (3) another valuation technique (e.g., a market approach or income approach
including a technique based on the amount an entity would pay to transfer the identical liability, or a technique based
on the amount an entity would receive to enter into an identical liability). ASU 2009-05 is effective for the first
interim or annual period beginning after its issuance. The Company does not expect the adoption of ASU 2009-5 will
have a material effect on its consolidated financial statements or related disclosures.

In June 2009, the FASB issued ASU No. 2009-01, Topic 105 - Generally Accepted Accounting Principles -
amendments based on - Statement of Financial Accounting Standards No. 168 - The FASB Accounting Standards
Codificationä and the Hierarchy of Generally Accepted Accounting Principles. ASU 2009-01 defines the FASB
Accounting Standards Codification, which was launched on July 1, 2009, as the single source of authoritative
nongovernmental U.S. GAAP. The Codification is effective for interim and annual periods ending after September 15,
2009. All existing accounting standard documents are superseded, and all other accounting literature not included in
the Codification will be considered nonauthoritative. The Codification reorganizes the thousands of U.S. GAAP
pronouncements into roughly 90 accounting topics and displays all topics using a consistent structure and also
includes relevant Securities and Exchange Commission (�SEC�) guidance that follows the same topical structure in
separate sections in the Codification. The adoption of ASU 2009-1 did not have a material effect on the Company�s
consolidated financial statements or related disclosures.

In December 2007, the FASB issued ASC 805, Business Combinations. ASC 805 requires that the purchase method
be used for all business combinations, defines the acquirer as the entity that obtains control of one or more businesses
in the business combination, establishes the acquisition date as the date that the acquirer achieves control and requires
the acquirer to recognize the assets acquired, liabilities assumed and any non-controlling interest at their fair values as
of the acquisition date. ASC 805 also requires that acquisition-related costs be recognized separately from the
acquisition. ASC 805 is effective for fiscal years beginning after December 15, 2008. The adoption of ASC 805 did
not have a material impact on the Company�s consolidated financial position and results of operations. However,
depending upon the size, nature and complexity of future acquisition transactions, the adoption of ASC 805 could
materially impact the Company�s consolidated financial statements.

In April 2009, the FASB issued ASC 805-20-25-18A through 20B, which amends and clarifies ASC 805 to address
application issues raised by preparers, auditors, and members of the legal profession on initial recognition and
measurement, subsequent measurement and accounting, and disclosure of assets and liabilities arising from
contingencies in a business combination. ASC 805-20-25-18A through 20B is effective for assets or liabilities arising
from contingencies in business combinations for which the acquisition date is on or after the beginning of the first
annual reporting period beginning on or after December 15, 2008. The adoption of ASC 805-20-25-18A through 20B
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did not have a material impact on the Company�s consolidated financial position and results of operations. However,
depending upon the size, nature and complexity of future acquisition transactions, the adoption of ASC
805-20-25-18A through 20B could materially impact the Company�s consolidated financial statements.

In December 2007, the FASB issued ASC 810, Transition Related to FASB Statement No. 160, Noncontrolling
Interests in Consolidated Financial Statements - an amendment of ARB No. 51, which establishes accounting and
reporting standards for ownership interests in subsidiaries held by parties other than the parent, the amount of
consolidated net income attributable to the parent and to the noncontrolling interest, changes in a parent's ownership
interest and the valuation of retained noncontrolling equity investments when a subsidiary is deconsolidated. ASC 810
also establishes reporting requirements that provide sufficient disclosures that clearly identify and distinguish between
the interests of the parent and the interests of the noncontrolling owners. ASC 810 is effective as of the
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beginning of an entity's fiscal year that begins after December 15, 2008. The Company does not have any
noncontrolling interests, and, accordingly, the adoption of ASC 810 did not have a material impact on the Company�s
consolidated financial position or results of operations.

In March 2008, the FASB issued ASC 815, Transition and Effective Date Related to FASB Statement No. 161,
Disclosures about Derivative Instruments and Hedging Activities � an amendment of FASB Statement No. 133, to
enhance disclosures about an entity�s derivative and hedging activities and improve the transparency of financial
reporting. Entities will be required to provide enhanced disclosures about (a) how and why derivatives instruments are
used, (b) how derivative instruments are accounted for, and (c) how derivative instruments affect the entities� financial
position, financial performance and cash flows. These disclosures better convey the purpose of derivative use in terms
of the risks that the entity is intending to manage by requiring fair value disclosures in a tabular format, providing
more information about an entity�s liquidity and requiring cross-referencing within the footnotes. ASC 815 is effective
for financial statements issued for fiscal years and interim periods beginning after November 15, 2008, with early
adoption encouraged. The Company does not hold the applicable derivative instruments and therefore the adoption of
ASC 815 did not have a material impact on the Company�s consolidated financial position or results of operations.

In May 2009, the FASB issued ASC 855, Subsequent Events. The objective of ASC 855 is to establish general
standards of accounting for and disclosure of events that occur after the balance sheet date but before financial
statements are issued or are available to be issued. In particular, ASC 855 sets forth: 1) the period after the balance
sheet date during which management of a reporting entity should evaluate events or transactions that may occur for
potential recognition or disclosure in the financial statements; 2) the circumstances under which an entity should
recognize events or transactions occurring after the balance sheet date in its financial statements; and 3) the
disclosures that an entity should make about events or transactions that occurred after the balance sheet date. In
accordance with ASC 855, an entity should apply the requirements to interim or annual financial periods ending after
June 15, 2009. The company adopted ASC 855 during the second quarter of 2009. The adoption of ASC 855 did not
have a material impact on the Company�s consolidated financial statements.

In September 2006, the FASB issued a new standard now codified in ASC 820, Fair Value Measurements and
Disclosures (formerly Statement No. 157, Fair Value Measurements), which defines fair value, establishes a
framework for measuring fair value and requires enhanced disclosures about fair value measurements. ASC 820
requires companies to disclose the fair value of their financial instruments according to a fair value hierarchy that
distinguishes between (a) market participant assumptions developed based on market data obtained from sources
independent of the reporting entity (observable inputs) and (b) the reporting entity's own assumptions about market
participant assumptions developed based on the best information available in the circumstances (unobservable inputs).
ASC 820 requires companies to provide additional disclosures based on that hierarchy. ASC 820 was to be effective
for financial statements issued for fiscal years beginning after November 15, 2007 and interim periods within those
fiscal years. In February 2008, the FASB issued FASB Staff Position (�FSP�) No. 157-2, Effective Date of FASB
Statement No. 157, which delayed for one year the applicability of ASC 820�s fair-value measurements to certain
nonfinancial assets and liabilities. The Company adopted ASC 820 as of January 1, 2008, except as it applies to those
nonfinancial assets and liabilities affected by the one-year delay. The Company adopted ASC 820 for certain
nonfinancial assets and liabilities as of January 1, 2009. The financial assets of the Company are primarily comprised
of cash equivalents, whose fair value was measured using Level 1 observable inputs, and marketable securities, whose
fair value was measured using Level 2 observable inputs. The adoption of ASC 820 did not have a material impact on
the Company's consolidated financial position or results of operations.

In October 2008, the FASB issued FSP No. 157-3, Determining the Fair Value of a Financial Asset When the Market
for That Asset Is Not Active, codified in ASC 820, which clarifies the application of ASC 820 in a market that is not
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active, and addresses application issues such as the use of internal assumptions when relevant observable data does
not exist, the use of observable market information when the market is not active, and the use of market quotes when
assessing the relevance of observable and unobservable data. This pronouncement is effective for all periods presented
in accordance with ASC 820, the adoption of which did not have a significant impact on the Company�s consolidated
financial statements.

In April 2009, the FASB issued FSP No. FAS 157-4, Determining Fair Value When the Volume and Level of Activity
for the Asset or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly, codified in
ASC 820, Fair Value Measurements and Disclosures, which provides additional guidance for estimating fair value in
accordance with ASC 820 when the volume and level of activity for the asset or liability have
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significantly decreased. This pronouncement also includes guidance on identifying circumstances that indicate a
transaction is not orderly. This pronouncement is effective for interim and annual reporting periods ending after
June 15, 2009, and is to be applied prospectively. Early adoption is permitted for periods ending after March 15, 2009.
The Company adopted this pronouncement during the first quarter of 2009, which did not have a significant impact on
the Company�s consolidated financial statements.

In April 2009, the FASB issued FSP No. FAS 115-2 and FAS 124-2, Recognition and Presentation of
Other-Than-Temporary Impairments, codified in ASC 320, Investments � Debt and Equity Securities. The objective of
an other-than-temporary impairment analysis under existing U.S. generally accepted accounting principles (GAAP) is
to determine whether the holder of an investment in a debt or equity security for which changes in fair value are not
regularly recognized in earnings (such as securities classified as held-to-maturity or available-for-sale) should
recognize a loss in earnings when the investment is impaired. An investment is impaired if the fair value of the
investment is less than its amortized cost basis. This pronouncement amends the other-than-temporary impairment
guidance in U.S. GAAP for debt securities to make the guidance more operational and to improve the presentation and
disclosure of other-than-temporary impairments on debt and equity securities in the financial statements. This
pronouncement does not amend existing recognition and measurement guidance related to other-than-temporary
impairments of equity securities. This pronouncement is effective for interim and annual reporting periods ending
after June 15, 2009, and is to be applied prospectively. Early adoption is permitted for periods ending after March 15,
2009. The Company adopted this pronouncement during the first quarter of 2009, which did not result in a cumulative
effect adjustment and did not have a significant impact on the Company�s consolidated financial statements.

In April 2009, the FASB issued FSP No. FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of
Financial Instruments, codified in ASC 825, Financial Instruments, which requires disclosures about fair value of
financial instruments for interim reporting periods of publicly traded companies as well as in annual financial
statements. This pronouncement also requires disclosure of the method(s) and significant assumptions used to estimate
the fair value of financial instruments and changes in method(s) and significant assumptions, if any, during the period.
This pronouncement is effective for interim and annual reporting periods ending after June 15, 2009, and is to be
applied prospectively. Early adoption is permitted for periods ending after March 15, 2009. The Company adopted
this pronouncement during the first quarter of 2009, which did not have a significant impact on the Company�s
consolidated financial statements.

NOTE I � PENSION PLAN

Prior to the end of 2008, the Company contributed to a union-sponsored, multi-employer pension plan on behalf of
union employees of the Amron division of its AMTEC subsidiary in accordance with the applicable union labor
agreement. In December 2008, the union membership voted in favor of a withdrawal from the plan, and an
amendment was made to the labor agreement authorizing the withdrawal. In December 2008, the Company
permanently ceased to be obligated to contribute to the multi-employer pension plan, and instead agreed to contribute
to a Company 401(k) Plan. It is possible in the future under the amendment to the labor agreement, if certain
conditions are met, that contributions may be made once again to a pension plan rather than to the 401(k) Plan.

In a letter dated March 30, 2009, the pension plan provided Amron with documentation stating that the cost to
withdraw from the plan was $238,509. In April 2009, a payment representing the settlement of the withdrawal liability
was made in the same amount. However, should all participants in the plan withdraw within the next two years, some
portion of the plan liability could be reallocated to AMTEC. If that were to occur, AMTEC might be assessed
retroactively for an additional withdrawal charge. The amount of a potential additional withdrawal charge, if any,
cannot be currently estimated.
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NOTE J � SUBSEQUENT EVENTS

The Company has evaluated events occurring after the balance sheet date through November 13, 2009, the date the
financial statements were issued, to ensure appropriate disclosure of events recognized in the financial statements as
of the balance sheet date and events that occurred subsequent to the balance sheet date but were not recognized in the
financial statements.
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The foregoing information for the periods ended October 4, 2009, and September 28, 2008, is unaudited; however, in
the opinion of management of the Registrant, it reflects all the adjustments, which were of a normal recurring nature,
necessary for a fair statement of the results for the interim periods. The condensed consolidated balance sheet as of
December 31, 2008 is summarized from consolidated financial statements, but does not include all the disclosures
contained therein and should be read in conjunction with the 2008 annual report on Form 10-K. Interim results for the
period are not indicative of those for the year.

ITEM 2.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Forward-looking statements in this Management�s Discussion and Analysis of Financial Condition and Results of
Operations, elsewhere in this Form 10-Q, in the Company�s 2008 Annual Report to Shareholders, in the Proxy
Statement for the annual meeting held May 19, 2009, and in the Company�s press releases and oral statements made
with the approval of an authorized executive officer are made pursuant to the safe harbor provisions of the Private
Securities Litigation Reform Act of 1995. There are certain important factors that could cause results to differ
materially from those anticipated by some of the statements made herein. Investors are cautioned that all
forward-looking statements involve risks and uncertainty. In addition to the factors discussed herein and in the notes
to consolidated financial statements, among the other factors that could cause actual results to differ materially are the
following: consumer spending and debt levels; interest rates; continuity of relationships with and purchases by major
customers; product mix; the benefit and risk of business acquisitions; competitive pressure on sales and pricing;
increases in material, freight/shipping, or production cost which cannot be recouped in product pricing; delays or
interruptions in shipping or production from machine issues; work or labor disruptions stemming from a unionized
work force; changes in government requirements and funding of government contracts, failure of subcontractors or
vendors to perform as required by contract; and the efficient start-up and utilization of capital equipment investments.
Additional information concerning these and other factors is contained in the Company's Securities and Exchange
Commission filings, copies of which are available from the Company without charge.

Comparison of Third Quarter 2009 and 2008

Readers are directed to Note C to the Consolidated Financial Statements, �Business Segments� for data on the financial
results of the Company�s three business segments for the Quarters ended October 4, 2009 and September 28, 2008.

On a consolidated basis, sales increased by $4,419,000 (4%), gross margins increased by $10,002,000 (53%), selling
and general expense increased by $320,000 (8%), and other income decreased by $217,000 (23%). Earnings before
the provision for income taxes increased by $9,465,000 (60%), as did net earnings by $6,504,000 (64%). Details
concerning these changes can be found in the comments by segment below.

Housewares/small appliance net sales increased by $6,146,000 from $29,919,000 to $36,065,000, or 21%, as a result
of an increase in unit shipments. Defense net sales were relatively flat, decreasing by $98,000 from $61,664,000 to
$61,566,000. Absorbent products net sales decreased by $1,629,000 from $20,390,000 to $18,761,000, or 8%, which
stemmed primarily from a decrease in unit shipments.

Housewares/small appliance gross profits increased $4,722,000 from $5,942,000 (20% of sales) to $10,664,000 (30%
of sales), or 80%, approximately one quarter of which reflected the sales mentioned above, with the remaining
increase attributable to reductions in commodity and freight costs. Defense gross profits increased $1,875,000 from
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$13,381,000 (22% of sales) from the prior year's quarter to $15,256,000 (25% of sales), stemming from an improved
mix of products shipped. Absorbent products gross profits were $3,024,000 in the current quarter versus a loss of
$381,000 in the prior period, a favorable change of $3,405,000, primarily reflecting decreased commodity costs,
augmented by higher production levels/improved efficiency.

Selling and general expenses for the Housewares/small appliance segment were essentially flat. Defense selling and
general expenses increased $292,000, reflecting increased staffing related primarily to the growth of the segment�s
LAP (Load, Assemble, and Pack) business. Absorbent selling and general expenses increased $123,000, reflecting
increased staffing necessary to support the segment�s program to further diversify its customer base.

The above items were responsible for the change in operating profit.

Other income decreased $217,000, due primarily to lower interest income resulting from decreased yields which were
offset in most part by an increased level of investments.
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Earnings before provision for income taxes increased $9,465,000 from $15,828,000 to $25,293,000. The provision for
income taxes increased from $5,627,000 to $8,588,000, which resulted in an effective income tax rate decrease from
36% to 34%, primarily reflecting a decrease in the estimated effective income tax rate, partially offset by an increase
in earnings subject to tax. Net earnings increased $6,504,000 from $10,201,000 to $16,705,000, or 64%.

Comparison of First Nine Months 2009 and 2008

Readers are directed to Note C to the Consolidated Financial Statements, �Business Segments� for data on the financial
results of the Company�s three business segments for the Nine Months ended October 4, 2009 and September 28, 2008.

On a consolidated basis, sales increased by $28,359,000 (10%), gross margins increased by $23,385,000 (47%),
selling and general expense increased by $1,051,000 (9%), and other income decreased by $535,000 (16%). Earnings
before the provision for income taxes increased by $21,799,000 (54%), as did net earnings by $14,872,000 (57%).
Details concerning these changes can be found in the comments by segment below.

Housewares/small appliance net sales increased by $12,148,000 from $72,623,000 to $84,771,000, or 17%, 68% of
which was attributable to an increase in units shipped, with the remaining increase attributable to higher unit prices
secured in the first six months of 2009 versus those in effect during the comparable prior year period. Defense net
sales increased by $13,174,000 from $173,208,000 to $186,382,000, or 8%, 42% of which stemmed from an increase
in sales related to the US Department of the Army 40mm Systems program, with the balance attributable to an
increase in shipments of other products. Absorbent products net sales increased by $3,037,000 from $53,289,000 to
$56,326,000, or 6%, stemming primarily from an increase in unit shipments.

Housewares/small appliance gross profits increased $7,758,000 from $13,254,000 (18% of sales) to $21,012,000
(25% of sales), or 59%, 71% of which reflected lower commodity and freight costs, with the remaining increase
attributable to the increased sales mentioned above. Defense gross profits increased $8,658,000 from $36,766,000
(21% of sales) from the prior year's period to $45,424,000 (24% of sales). One third of the increase reflected the sales
increase noted above, with the remaining two thirds attributable to a more favorable mix of product shipments.
Absorbent products gross profits were $6,530,000 in the current period versus a loss of $439,000 in the prior period, a
favorable change of $6,969,000, primarily reflecting decreased commodity costs, augmented by higher production
levels/improved efficiency.

Selling and general expenses for the Housewares/small appliance segment increased $282,000, reflecting, in largest
part, partly offsetting adjustments to health and accident and self insurance accruals. Defense selling and general
expenses increased $394,000, reflecting increased staffing related primarily to the growth of the segment�s LAP (Load,
Assemble, and Pack) business. Absorbent selling and general expenses increased $375,000, primarily reflecting losses
on the write-off of equipment that was no longer used for operations.

The above items were responsible for the change in operating profit.

Other income decreased $535,000, due primarily to lower interest income resulting from decreased yields which were
offset in most part by an increased level of investments.

Earnings before provision for income taxes increased $21,799,000 from $40,533,000 to $62,332,000. The provision
for income taxes increased from $14,500,000 to $21,427,000, which resulted in an effective income tax rate decrease
from 36% to 34%, reflecting a decrease in the estimated effective income tax rate and the increase in the FIN 48 tax
reserve made in the prior period that was not repeated in the current period, both of which were partially offset by an
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increase in earnings subject to tax. Net earnings increased $14,872,000 from $26,033,000 to $40,905,000, or 57%.

Liquidity and Capital Resources

Net cash provided by operating activities was $26,508,000 and $9,026,000 for the nine months ended October 4, 2009
and September 28, 2008, respectively. The principal factors contributing to the increase can be found in the changes in
the components of working capital within the Consolidated Statements of Cash Flows. Of particular note during the
first nine months of 2009 were net earnings of $40,905,000, a decrease in accounts receivable levels stemming from
cash collections on customer sales, partially offset by an increase in inventory levels. Of particular note during the
first nine months of 2008 were net earnings of $26,033,000 and a decrease in accounts receivable

Edgar Filing: NATIONAL PRESTO INDUSTRIES INC - Form 10-Q

26



13

levels stemming from cash collections on customer sales, partially offset by an increase in inventory levels and a
decrease in payable levels.

Net cash provided by investing activities during the first nine months of 2009 was $15,536,000, as compared to
$2,528,000 used during the first nine months of 2008. The change in investing activity cash flow is attributable to an
increase in net maturities and sales of marketable securities. Effectively, fewer sales were required in 2009 to fund the
increased dividend paid, reflecting the increase in cash provided by operating activities. Additionally, fewer purchases
were made in 2009 as the yields on available marketable securities were relatively unattractive when compared to
yields in the previous year.

Cash flows from financing activities for the first nine months of 2009 and 2008 primarily differed as a result of the
$1.30 per share increase in the extra dividend paid during those periods.  

Working capital increased by $7,949,000 to $255,576,000 at October 4, 2009 for the reasons stated above. The
Company's current ratio was 5.9 to 1.0 at October 4, 2009 and 5.8 to 1.0 at December 31, 2008.

The Company expects to continue to evaluate acquisition opportunities that align with its business segments and will
make further acquisitions as well as continue to make capital investments in these segments if the appropriate return
on investment is projected.

The Company has substantial liquidity in the form of cash and short-term maturity marketable securities to meet all of
its anticipated capital requirements, to make dividend payments, and to fund growth through acquisitions and other
means. The bulk of its marketable securities are invested in the tax exempt variable rate demand notes described
above and in municipal bonds that are pre-refunded with escrowed U.S. Treasuries. The company intends to continue
its investment strategy of safety and short-term liquidity throughout its investment holdings. Comparative yields
during the first nine months of 2009 were lower than those in the first nine months of the preceding year, reflecting
the seven federal funds rate reductions made during 2008. The lower yields, which were offset in most part by an
increase in the Company�s investment holdings, served to decrease interest income. The interest rate environment is a
function of national and international monetary policies as well as the growth and inflation rates of the U.S. and
foreign economies and is not controllable by the Company.

Critical Accounting Policies

The preparation of the consolidated financial statements in accordance with accounting principles generally accepted
in the United States requires management to make certain estimates and assumptions that affect the amount of
reported assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and revenues and expenses during the periods reported. Actual results may differ from those estimates. The
Company reviewed the development and selection of the critical accounting policies and believes the following are
the most critical accounting policies that could have an effect on the Company�s reported results. These critical
accounting policies and estimates have been reviewed with the Audit Committee of the Board of Directors.

Inventories

New Housewares/small appliance product introductions are an important part of the Company�s sales to offset the
morbidity rate of other Housewares/small appliance products and/or the effect of lowered acceptance of seasonal
products due to weather conditions. New products entail unusual risks and have occasionally in the past resulted in
losses related to obsolete or excess inventory as a result of low or diminishing demand for a product. There were no
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such obsolescence issues that had a material effect during the current year and, accordingly, the Company did not
record a reserve for obsolete product. In the future should product demand issues arise, the Company may incur losses
related to the obsolescence of the related inventory. Inventory risk for the Company�s other segments is not deemed to
be significant, as products are largely built pursuant to customers� specific orders.

Product Liability

The Company is subject to product liability claims in the normal course of business. The Company does carry
insurance to limit its product liability claims in excess of a self-insured retention. The self-insured retention and
excess coverage vary from policy year to policy year. Moreover, there is typically a limit on all types of insurance
coverage. The limits also vary from policy year to policy year. The Company records an accrual for known claims,
including an estimate for related legal fees in the Company�s consolidated financial statements. It utilizes historical
trends and other analysis to assist in determining the appropriate accrual. Currently, there are no known claims that
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would have a material adverse impact on the Company beyond the reserve levels that have been accrued and recorded
on the Company�s books. An increase in the number or magnitude of claims could have a material impact on the
Company�s financial condition and results of operations.

Sales and Returns

Sales are recorded net of discounts and returns. The latter pertain primarily to warranty returns, returns of seasonal
items, and returns of those newly introduced products sold with a return privilege.  The calculation of warranty returns
is based in large part on historical data, while seasonal and new product returns are primarily developed using
customer provided information.

New Accounting Pronouncements

Please refer to Note H in the Notes to the Consolidated Financial Statements for information related to the effect of
adopting new accounting pronouncements on the Company's consolidated financial statements.

ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company's interest income on cash equivalents and marketable securities is affected by changes in interest rates
in the United States. Cash equivalents include money market funds. Based on the accounting profession�s
interpretation of cash equivalents in FASB ASC Topic 230, Statement of Cash Flows, the company�s seven-day
variable rate demand notes are classified as marketable securities rather than as cash equivalents. The demand notes
are highly liquid instruments with interest rates set every 7 days that can be tendered to the trustee or remarketer upon
7 days notice for payment of principal and accrued interest amounts. The 7-day tender feature of these variable rate
demand notes is further supported by an irrevocable letter of credit from highly rated U.S. banks. To the extent a bond
is not remarketed at par plus accrued interest, the difference is drawn from the bank�s letter of credit. The Company has
had no issues tendering these notes to the trustees or remarketers. Other than a failure of a major U.S. bank, there are
no risks of which the Company is aware that relate to these notes in the current market. The balance of the Company�s
investments is held primarily in fixed and variable rate municipal bonds with a weighted average life of 1.2 years.
Accordingly, changes in interest rates have not had a material effect on the Company, and the Company does not
anticipate that future exposure to interest rate market risk will be material. The Company uses sensitivity analysis to
determine its exposure to changes in interest rates.

The Company has no history of, and does not anticipate in the future, investing in derivative financial instruments,
i.e., instruments whose value changes in response to changes in underlying variables. Most transactions with
international customers are entered into in U.S. dollars, precluding the need for foreign currency cash flow hedges.
The Company�s manufacturing contracts with its foreign suppliers contain provisions to share the impact of
fluctuations in the exchange rate between the U.S. dollar and the Hong Kong dollar above and below a fixed range
contained in the contracts. All transactions with the foreign suppliers were within the exchange rate range specified in
the contracts during 2009 and 2008. There is no similar provision applicable to the Chinese Renminbi (RMB), which
until 2005 had been tied to the U.S. Dollar, and has since appreciated dramatically. Further appreciation of the RMB
vis-à-vis the U.S. Dollar is not expected to have any material impact on existing orders.
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ITEM 4.

CONTROLS AND PROCEDURES

The Company's management, including the Chief Executive Officer and Chief Financial Officer, have conducted an
evaluation of the effectiveness of the design and operation of the Company's disclosure controls and procedures
pursuant to Rule 13a-15 under the Securities Exchange Act of 1934 (the �1934 Act�) as of October 4, 2009. The
Company's Chief Executive Officer and Chief Financial Officer have concluded that the Company's disclosure
controls and procedures were effective as of that date.

There were no changes in internal controls over financial reporting during the quarter ended October 4, 2009 that have
materially affected, or are reasonably likely to materially affect, the Company�s internal control over financial
reporting.
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PART II - OTHER INFORMATION

Item 1.

Legal Proceedings

See Note E in the Notes to Consolidated Financial Statements set forth under Part I - Item 1 above.

Item 2.

Unregistered Sales of Equity Securities and Use of Proceeds

There were no purchases or sales of securities during the quarter ended October 4, 2009.

Item 6.

Exhibits

Exhibit 3(i) Restated Articles of Incorporation - incorporated by reference from Exhibit 3 (i) of the
Company's annual report on Form 10-K for the year ended December 31, 2005

Exhibit 3(ii) By-Laws - incorporated by reference from Exhibit 3 (ii) of the Company's current report on
Form 8-K dated July 6, 2007

Exhibit 9.1 Voting Trust Agreement - incorporated by reference from Exhibit 9 of the Company's
quarterly report on Form 10-Q for the quarter ended July 6, 1997

Exhibit 9.2 Voting Trust Agreement Amendment - incorporated by reference from Exhibit 9.2 of the
Company's annual report on Form 10-K for the year ended December 31, 2008

Exhibit 10.1 1988 Stock Option Plan - incorporated by reference from Exhibit 10.1 of the Company's
quarterly report on Form 10-Q for the quarter ended July 6, 1997

Exhibit 10.2 Form of Incentive Stock Option Agreement under the 1988 Stock Option Plan -
incorporated by reference from Exhibit 10.2 of the Company's quarterly report on
Form 10-Q for the quarter ended July 6, 1997

Exhibit 10.3 Form of Material Contract for Retired Executive Officer - incorporated by reference from
Exhibit 10.3 of the Company's annual report on Form 10-K for the year ended
December 31, 2006

Exhibit 11 Statement regarding computation of per share earnings
Exhibit 31.1 Certification of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley

Act of 2002
Exhibit 31.2 Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley

Act of 2002
Exhibit 32.1 Certification of the Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley

Act of 2002
Exhibit 32.2   
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Certification of the Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

NATIONAL PRESTO INDUSTRIES,
INC.   

/s/ M.J. COHEN
M.J. Cohen, Chair of the Board,

Chief Executive Officer, President

(Principal Executive Officer)

/s/ R. LIEBLE
R. Lieble, Director, Vice President,

Chief Financial Officer (Principal

Financial Officer), Treasurer, Secretary

Date: November 13, 2009
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