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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-Q
(Mark One)

þ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended October 31, 2009
OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from            to           
Commission File: 001-07982
RAVEN INDUSTRIES, INC.

(Exact name of registrant as specified in its charter)

South Dakota 46-0246171
(State of incorporation) (IRS Employer Identification No.)

205 East 6th Street, P.O. Box 5107, Sioux Falls, SD 57117-5107
(Address of principal executive offices)

(605) 336-2750
(Registrant�s telephone number including area code)

Not Applicable
(Former name, former address and former fiscal year, if changed since last report)

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. þ Yes o No
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, 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). þ
Yes o 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 the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting
company� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer þ Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). o
Yes þ No
As of November 30, 2009 there were 18,026,055 shares of common stock, $1 par value, of Raven Industries, Inc.
outstanding. There were no other classes of stock outstanding.
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PART I � FINANCIAL INFORMATION
RAVEN INDUSTRIES, INC.

CONSOLIDATED BALANCE SHEETS
(unaudited)

October
31,

January
31,

October
31,

(in thousands except share data) 2009 2009 2008
ASSETS
Current Assets
Cash and cash equivalents $ 43,262 $ 16,267 $ 31,194
Short-term investments 3,000 � �
Accounts receivable, net of allowances of $318, $613 and $614,
respectively 35,902 40,278 44,307
Inventories:
Materials 21,013 26,657 28,192
In process 3,517 3,258 3,901
Finished goods 6,231 6,062 8,400

Total inventories 30,761 35,977 40,493
Deferred income taxes 2,570 2,542 2,510
Prepaid expenses and other current assets 2,885 3,009 2,967

Total current assets 118,380 98,073 121,471

Property, plant and equipment 87,469 86,324 84,848
Accumulated depreciation (53,628) (50,444) (49,309)

Property, plant and equipment, net 33,841 35,880 35,539
Goodwill 7,829 7,450 7,328
Amortizable intangible assets, net 1,254 1,471 1,533
Other assets, net 1,316 1,541 2,044

TOTAL ASSETS $ 162,620 $ 144,415 $ 167,915

LIABILITIES AND SHAREHOLDERS� EQUITY
Current Liabilities
Accounts payable $ 10,568 $ 9,433 $ 11,365
Dividends payable � � 22,510
Accrued liabilities 12,598 13,281 14,178
Income taxes payable 460 � 797
Customer advances 1,073 608 576

Total current liabilities 24,699 23,322 49,426

Other liabilities 8,088 7,537 8,142
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Total liabilities 32,787 30,859 57,568

Commitments and contingencies

Shareholders� equity:
Common stock, $1 par value, authorized shares 100,000,000;
issued 32,469,598; 32,460,934 and 32,456,889, respectively 32,470 32,461 32,457
Paid in capital 5,223 4,531 4,241
Retained earnings 146,413 131,080 128,735
Accumulated other comprehensive income (loss) (911) (1,154) (1,724)

183,195 166,918 163,709
Less treasury stock, at cost, 14,448,683 shares 53,362 53,362 53,362

Total shareholders� equity 129,833 113,556 110,347

TOTAL LIABILITIES AND SHAREHOLDERS� EQUITY $ 162,620 $ 144,415 $ 167,915

The accompanying notes are an integral part of the unaudited consolidated financial information.
3
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RAVEN INDUSTRIES, INC.
CONSOLIDATED STATEMENTS OF INCOME

(unaudited)

Three Months Ended Nine months Ended
October
31,

October
31,

October
31,

October
31,

(in thousands except per share data) 2009 2008 2009 2008
Net sales $ 60,158 $ 75,538 $ 181,966 $ 219,982
Cost of goods sold 44,648 57,537 133,665 164,180

Gross profit 15,510 18,001 48,301 55,802

Selling, general and administrative expenses 4,391 5,630 13,763 16,478

Operating income 11,119 12,371 34,538 39,324

Other expense (income), net 3 (177) (103) (471)

Income before income taxes 11,116 12,548 34,641 39,795

Income taxes 3,823 4,163 11,913 13,713

Net income $ 7,293 $ 8,385 $ 22,728 $ 26,082

Net income per common share:
Basic $ 0.40 $ 0.47 $ 1.26 $ 1.44
Diluted $ 0.40 $ 0.46 $ 1.26 $ 1.44

Cash dividends paid per common share $ 0.14 $ 0.13 $ 0.41 $ 0.39
The accompanying notes are an integral part of the unaudited consolidated financial information.
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RAVEN INDUSTRIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

Nine months Ended
October
31, October 31,

(in thousands) 2009 2008
OPERATING ACTIVITIES:
Net income $ 22,728 $ 26,082
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 5,285 5,705
Provision for losses on accounts receivable, net of recoveries (169) 590
Deferred income taxes 171 21
Share-based compensation expense 728 737
Change in operating assets and liabilities:
Accounts receivable 4,732 (8,522)
Inventories 5,262 (4,026)
Prepaid expenses and other current assets (448) (417)
Operating liabilities 2,226 6,417
Other operating activities, net (10) (18)

Net cash provided by operating activities 40,505 26,569

INVESTING ACTIVITIES:
Capital expenditures (2,660) (5,639)
Purchase of short-term investments (3,250) (2,100)
Sale of short-term investments 250 3,600
Other investing activities, net (466) (323)

Net cash used in investing activities (6,126) (4,462)

FINANCING ACTIVITIES:
Dividends paid (7,387) (7,032)
Purchases of treasury stock � (5,180)
Other financing activities, net (36) 93

Net cash used in financing activities (7,423) (12,119)

Effect of exchange rate changes on cash 39 (66)

Net increase in cash and cash equivalents 26,995 9,922

Cash and cash equivalents:
Beginning of period 16,267 21,272
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End of period $ 43,262 $ 31,194

The accompanying notes are an integral part of the unaudited consolidated financial information.
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RAVEN INDUSTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
(1) Basis of Presentation and Description of Business
The accompanying unaudited consolidated financial information has been prepared by Raven Industries, Inc. (the
�company�) in accordance with accounting principles generally accepted in the United States of America for interim
financial information and the instructions to Form 10-Q and Article 10 of Regulation S-X of the Securities and
Exchange Commission (SEC). Accordingly, it does not include all of the information and notes required by
accounting principles generally accepted in the United States of America for complete financial statements. In the
opinion of management, all adjustments (consisting of normal recurring adjustments) considered necessary for a fair
statement of this financial information have been included. Financial results for the interim three and nine-month
periods ended October 31, 2009 are not necessarily indicative of the results that may be expected for the year ending
January 31, 2010. The January 31, 2009 consolidated balance sheet was derived from audited financial statements, but
does not include all disclosures required by accounting principles generally accepted in the United States of America.
This financial information should be read in conjunction with the consolidated financial statements and notes included
in the company�s Annual Report on Form 10-K for the year ended January 31, 2009.
(2) Operating Expenses
The primary types of operating expenses are classified in the income statement as follows:

Cost of Goods Sold Selling, General and Administrative Expenses
Direct material costs Personnel costs
Material acquisition and handling costs Professional service fees
Direct labor Advertising
Factory overhead including depreciation Promotions
Inventory obsolescence Information technology equipment depreciation
Product warranties Office supplies
Research and development
The company�s gross margins may not be comparable to industry peers due to variability in the classification of these
expenses across the industries in which the company operates.
The company�s research and development expense is comprised principally of labor and material costs related to
product development efforts in the Applied Technology segment. During the three and nine-month periods ended
October 31, 2009, $1.5 million and $4.4 million, respectively, were expended on research and development. During
the three and nine-month periods ended October 31, 2008, $1.7 million and $4.5 million, respectively, were expended
on research and development.
(3) Net Income Per Share
Basic net income per share is computed by dividing net income by the weighted-average common shares and stock
units outstanding. Diluted net income per share is computed by dividing net income by the weighted-average common
and common equivalent shares outstanding (which includes the shares issuable upon exercise of employee stock
options net of shares assumed purchased with the option proceeds) and stock units outstanding. Certain outstanding
options were excluded from the diluted net income per-share calculations because their effect would have been
anti-dilutive, as their exercise prices were greater than the average market price of the company�s common stock
during those periods. For the three and nine-month periods ended October 31, 2009, 317,900 and 318,408 shares were
excluded, respectively. For the three and nine-month periods ended October 31, 2008, 74,200 and 74,467 shares were
excluded, respectively. Details of the earnings per share computation are presented below:

6
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Three Months Ended Nine months Ended
October 31, October 31, October 31, October 31,

2009 2008 2009 2008

Numerator:
Net income (in thousands) $ 7,293 $ 8,385 $ 22,728 $ 26,082

Denominator:
Weighted average common shares
outstanding 18,020,915 18,003,044 18,017,901 18,037,823
Weighted average stock units outstanding 21,062 14,557 19,052 12,919

Denominator for basic calculation 18,041,977 18,017,601 18,036,953 18,050,742

Weighted average common shares
outstanding 18,020,915 18,003,044 18,017,901 18,037,823
Weighted average stock units outstanding 21,062 14,557 19,052 12,919
Dilutive impact of stock options 1,753 55,633 3,417 53,764

Denominator for diluted calculation 18,043,730 18,073,234 18,040,370 18,104,506

Net income per share � basic $ 0.40 $ 0.47 $ 1.26 $ 1.44
Net income per share � diluted $ 0.40 $ 0.46 $ 1.26 $ 1.44
(4) Segment Reporting
The company�s reportable segments are defined by their common technologies, production processes and inventories.
These segments are consistent with the company�s management reporting structure and reflect the organization of the
company into the three Raven divisions and the Aerostar subsidiary. Raven Canada and Raven GmbH are included in
the Applied Technology Division. The company measures the performance of its segments based on their operating
income exclusive of administrative and general expenses. Other income, interest expense and income taxes are not
allocated to individual operating segments. Intersegment transactions are eliminated in a separate caption entitled
�intersegment eliminations� to arrive at consolidated sales and operating income. Third quarter and nine-month
intersegment sales were primarily from Electronic Systems to Applied Technology. The results for these segments
follow:

Three Months Ended Nine months Ended
October
31,

October
31,

October
31,

October
31,

(in thousands) 2009 2008 2009 2008

Net sales
Applied Technology $ 20,953 $ 25,892 $ 68,959 $ 83,454
Engineered Films 18,674 26,829 47,049 75,338
Electronic Systems 15,671 17,915 49,737 45,933
Aerostar 5,923 5,444 18,326 17,010
Intersegment eliminations (1,063) (542) (2,105) (1,753)
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Consolidated net sales $ 60,158 $ 75,538 $ 181,966 $ 219,982

Operating income (loss)
Applied Technology $ 6,856 $ 8,022 $ 21,583 $ 28,628
Engineered Films 3,033 3,718 7,829 11,097
Electronic Systems 1,567 1,804 7,024 3,683
Aerostar 1,258 912 3,552 2,436
Intersegment eliminations 11 (8) 13 (11)

Total reportable segment income 12,725 14,448 40,001 45,833
Administrative and general expenses (1,606) (2,077) (5,463) (6,509)

Consolidated operating income $ 11,119 $ 12,371 $ 34,538 $ 39,324

(5) Financing Arrangements
Raven has an uncollateralized credit agreement providing a line of credit of $8.0 million with a maturity date of
September 1, 2010, bearing interest at the prime rate, with a minimum rate of 4% per annum. Letters of credit totaling
$1.3 million have been issued under the line, primarily to support self-insured workers compensation bonding
requirements. No borrowings were outstanding as of October 31, 2009, January 31, 2009 or October 31, 2008, and
$6.7 million was available at October 31, 2009.
(6) Dividends
The company announced on December 4, 2009, that its board of directors approved a quarterly cash dividend of 14
cents per share, payable January 15, 2010 to shareholders of record on December 24, 2009.
(7) Comprehensive Income
Comprehensive income consists of two components, net income and other comprehensive income. Other
comprehensive income refers to revenue, expenses, gains and losses that under U.S. generally accepted accounting
principles are recorded as an element of

7
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shareholders� equity but are excluded from net income. The components of total comprehensive income and
accumulated other comprehensive income (loss) follow:
Comprehensive income

Three Months Ended Nine months Ended
October
31,

October
31,

October
31,

October
31,

(in thousands) 2009 2008 2009 2008

Net income $ 7,293 $ 8,385 $ 22,728 $ 26,082
Other comprehensive income:
Foreign currency translation 26 (199) 180 (228)
Amortization of postretirement benefit plan actuarial
losses, net of income tax of $11, $20, $33 and $60,
respectively 21 36 63 110

Total other comprehensive income 47 (163) 243 (118)

Total comprehensive income $ 7,340 $ 8,222 $ 22,971 $ 25,964

Accumulated other comprehensive income (loss)

October
31,

January
31,

October
31,

(in thousands) 2009 2009 2008

Foreign currency translation $ 56 $ (124) $ (104)
Post-retirement benefits (967) (1,030) (1,620)

Total accumulated other comprehensive loss $ (911) $ (1,154) $ (1,724)

(8) Employee Retirement Benefits
The components of net periodic benefit cost for postretirement benefits are as follows:

Three Months Ended Nine months Ended
October
31,

October
31,

October
31,

October
31,

(in thousands) 2009 2008 2009 2008

Service cost $ 14 $ 17 $ 41 $ 51
Interest cost 83 91 249 270
Amortization of actuarial losses 32 56 96 170

Net periodic benefit cost $ 129 $ 164 $ 386 $ 491

(9) Product Warranty Costs
Accruals necessary for product warranties are estimated based upon historical warranty costs and average time elapsed
between purchases and returns for each division. Any warranty issues that are unusual in nature are accrued
individually. Changes in the carrying amount of accrued product warranty costs follow:
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Three Months Ended Nine months Ended
October
31,

October
31,

October
31,

October
31,

(in thousands) 2009 2008 2009 2008

Balance, beginning of period $ 1,106 $ 1,018 $ 1,004 $ 684
Accrual for warranties 541 688 1,781 1,999
Settlements made (in cash or in kind) (502) (704) (1,640) (1,681)

Balance, end of period $ 1,145 $ 1,002 $ 1,145 $ 1,002

(10) Recent
Accounting
Pronouncements

In June 2009, the Financial Accounting Standards Board (FASB) issued the Accounting Standards Codification
(Codification), which became the single source of authoritative generally accepted accounting principles (GAAP) in
the United States, other than rules and interpretive releases issued by the Securities and Exchange Commission (SEC).
The Codification is a reorganization of current GAAP into a topical format that eliminates the current GAAP
hierarchy and instead establishes two levels of guidance � authoritative and non-authoritative. All non-grandfathered,
non-SEC accounting literature that is not included in the Codification will become non-authoritative. The company
adopted the Codification in the third quarter of fiscal 2010 which resulted in no changes to the content of the
company�s financial statements or disclosures.
At the beginning of fiscal 2010, the company adopted FASB guidance that amends required disclosures about
derivative instruments and hedging activities. This guidance requires enhanced disclosures about (a) how and why
derivative instruments are used, (b) how derivative instruments and related hedged items are accounted for and
(c) how derivative instruments and related hedged items affect

8
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an entity�s financial position, financial performance and cash flows. The adoption of this guidance had no impact on
the company�s consolidated results of operations, financial condition or cash flows.
At the beginning of fiscal 2010, the company adopted FASB guidance that amends the factors that should be
considered in developing renewal or extension assumptions used in determining the useful life of recognized
intangible assets and apply to (1) intangible assets that are acquired individually or with a group of other assets, and
(2) intangible assets acquired in both business combinations and asset acquisitions. Entities estimating the useful life
of a recognized intangible asset must consider their historical experience in renewing or extending similar
arrangements or, in the absence of historical experience, must consider assumptions that market participants would
use about renewal or extension. As this guidance applies only to assets acquired in the future, the company is not able
to predict the impact, if any, on the company�s consolidated results of operations, financial condition or cash flows.
As of July 31, 2009, the company adopted FASB guidance which establishes 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, this guidance 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. The adoption of this guidance did not have a material impact
on the company�s consolidated results of operations, financial condition or cash flows. In accordance with this
guidance, the company has evaluated subsequent events through the date and time the financials were issued on
December 4, 2009.
In June 2009, the FASB amended its guidance on accounting for variable interest entities. This guidance alters the
approach to determining the primary beneficiary of a variable interest entity and requires companies to more
frequently assess whether they must consolidate variable interest entities. The guidance is effective for the first annual
reporting period beginning after November 15, 2009 and for interim periods within that first annual reporting period.
The company will adopt this guidance on February 1, 2010 and is currently assessing the potential impacts, if any, on
its financial statements and disclosures.
In October 2009, the FASB issued guidance on the accounting for multiple-deliverable revenue arrangements. This
guidance establishes a selling price hierarchy for determining the selling price of a deliverable; eliminates the residual
method of allocation and requires arrangement consideration be allocated at the inception of the arrangement to all
deliverables using the relative selling price method; and requires a vendor to determine its best estimate of selling
price in a manner consistent with that used to determine the selling price of the deliverable on a stand alone basis. This
guidance also expands the required disclosures related to a vendor�s multiple-deliverable revenue arrangements. The
guidance is effective beginning February 1, 2011 with early adoption permitted. The company has adopted the new
guidance prospectively from the beginning of the fiscal year and determined that there is no material impact on its
consolidated results of operations, financial condition, cash flows, or disclosures.

9

Edgar Filing: RAVEN INDUSTRIES INC - Form 10-Q

Table of Contents 14



Table of Contents

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS
This commentary should be read in conjunction with the company�s consolidated financial statements for the three and
nine-months ended October 31, 2009 and October 31, 2008, as well as the company�s consolidated financial statements
and related notes thereto and management�s discussion and analysis of financial condition and results of operations in
the company�s Form 10-K for the year ended January 31, 2009.
EXECUTIVE SUMMARY
Raven Industries, Inc. is an industrial manufacturer providing a variety of products to customers within the industrial,
agricultural, construction and military/aerospace markets, primarily in North America. The company operates in four
business segments: Applied Technology (formerly Flow Controls), Engineered Films, Electronic Systems and
Aerostar.
Seasonality
The Applied Technology segment is predominately focused on the agricultural market and quarterly financial results
have typically been impacted by the inherent seasonality of this market. Historically, Applied Technology�s first
quarter results are the strongest and the second quarter the weakest.
Snapshot
Consolidated financial highlights for the third quarter and first nine months of fiscal 2010 include the following:

Three Months Ended Nine months Ended
October
31,

October
31, % October 31, October 31, %

(dollars in thousands except per share data) 2009 2008 Change 2009 2008 Change

Net sales $60,158 $75,538 (20)% $181,966 $219,982 (17)%
Gross profit 15,510 18,001 (14)% 48,301 55,802 (13)%
Gross margins 25.8% 23.8% 26.5% 25.4%
Operating income 11,119 12,371 (10)% 34,538 39,324 (12)%
Net income 7,293 8,385 (13)% 22,728 26,082 (13)%
Diluted earnings per share 0.40 0.46 (13)% 1.26 1.44 (13)%

Operating cash flow 40,505 26,569 52%
Cash dividends 7,387 7,032 5%
Common stock repurchases � 5,180
The slump in global economic activity over the last half of fiscal 2009 continued through the first nine months of
2010, negatively impacting the company�s financial results. Third quarter consolidated results looked very similar to
the first six months of the year in terms of business activity and comparisons to prior year results. For the quarter,
sales and profits were down from the previous year�s third quarter, but improved profit margins reflect productivity
gains and reduced spending levels. Gross margins of 25.8% increased two full percentage points from 23.8%,
reflecting improvements in all of the operating segments for the quarter. Year-to-date sales and profit growth in
Electronic Systems and Aerostar partially offset sharp declines in Engineered Films and Applied Technology sales
and profits. Despite the overall lower sales and earnings levels, year-to-date net income as a percentage of sales
improved to 12.5% from 11.9% for last year�s nine-month period.
Applied Technology
Fiscal 2010 third quarter net sales of $21.0 million decreased $4.9 million (19%) and operating income of $6.9 million
fell $1.2 million (15%) compared to the third quarter of fiscal 2009. Year-to-date net sales of $69.0 million dropped
$14.5 million (17%) and operating income of $21.6 million decreased $7.0 million (25%) compared to last year�s
comparable period. Economic uncertainty has dampened grower sentiment resulting in lower sales volume and profits.
Growers anticipate lower farm income as commodity price declines have outpaced the drop in input costs.
Engineered Films
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Fiscal 2010 third quarter net sales of $18.7 million fell $8.2 million (30%) and operating income of $3.0 million
declined $685,000 (18%) versus the third quarter of fiscal 2009. Year-to-date net sales of $47.0 million dropped
$28.3 million (38%) and operating income of $7.8 million decreased $3.3 million (29%) compared to fiscal 2009�s
comparable period. The decline in sales and profitability was driven primarily by lower shipments of pit liners used in
the energy exploration market. Oil and gas drilling activity has decreased, reflecting lower oil prices and economic
uncertainty. Additionally, the continuation of a weak construction market
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resulted in reduced demand for construction films and depressed selling prices. Sequentially, gross margins improved
to 19.9% in the current quarter from 18.2% in the second quarter as a result of increased sales volume. First quarter
fiscal 2010 gross margins of 25.8% included $1.3 million of profit from one-time opportune purchases of prime grade
plastic resin.
Electronic Systems
Fiscal 2010 third quarter net sales of $15.7 million decreased $2.2 million (13%) and operating income of $1.6 million
fell $237,000 (13%) compared to last year�s third quarter. Quarterly results were negatively impacted by raw material
supply issues, which resulted in additional costs and time delays. Year-over-year net sales of $49.7 million grew
$3.8 million (8%) and operating income of $7.0 million increased $3.3 million (91%). Year-to-date results were
positively impacted by solid shipments of printed circuit boards for the aviation industry and secure communication
devices, along with production efficiencies.
Aerostar
Fiscal 2010 third quarter net sales of $5.9 million grew $479,000 (9%) and operating income of $1.3 million expanded
$346,000 (38%) compared to last year�s third quarter. Year-over-year net sales of $18.3 million were up $1.3 million
(8%) and operating income of $3.6 million improved $1.1 million (46%). The positive results reflect increased
shipments of MC-6 Army parachutes partially offset by a decline in protective wear shipments.
RESULTS OF OPERATIONS � SEGMENT ANALYSIS
Applied Technology
Applied Technology provides electronic and Global Positioning System (GPS) products designed to reduce operating
costs and improve yields for the agriculture market.

Three Months Ended Nine months Ended
October
31,

October
31, $ %

October
31,

October
31, $ %

(dollars in thousands) 2009 2008 Change Change 2009 2008 Change Change

Net sales $20,953 $25,892 $(4,939) (19)% $68,959 $83,454 $(14,495) (17)%
Gross profit 8,424 10,227 (1,803) (18)% 26,312 34,290 (7,978) (23)%
Gross margins 40.2% 39.5% 38.2% 41.1%
Operating income 6,856 8,022 (1,166) (15)% 21,583 28,628 (7,045) (25)%
Several factors contributed to the quarter-over-quarter and year-over-year declines in net sales and operating income:
� The government�s 2009 farm income projections are nearly 40% lower than 2008 actual levels. Farm

production costs have declined significantly from prior year levels; however, have been outpaced by the
decline in crop prices. Expectations of lower farm income and economic uncertainty have led grower and
custom spray applicators to defer purchases. These factors have negatively impacted substantially all of the
segment�s product categories.

� The decline in sales for the three and nine-month periods was comprised of a drop in volume partially offset by
a modest increase in selling prices.

� International sales of $13.3 million fell $1.6 million (11%) year-over-year. Net sales outside the U.S.
accounted for 19% of segment sales in fiscal 2010 versus 18% in fiscal 2009. Declines in some markets were
partially offset by expansion into regions not previously served.

� New product sales declined year-over-year due to the highly successful launch of Cruizer� at the beginning of
fiscal 2009. Cruizer� is a simple and affordable guidance system targeted at new entrants to the precision
agricultural market.

�
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Gross margins of 41.1% for last year�s nine-month period contracted to 38.2%, as decreased sales volume
yielded negative operating leverage partially offset by spending cuts and modest selling price increases.

� Year-to-date selling expense increased slightly to 6.9% of sales versus 6.8% in the prior year. Nine-month
selling expenses of $4.7 million decreased 16% year-over-year reflecting a more positive collection
environment and lower discretionary spending.

Engineered Films
Engineered Films produces rugged reinforced plastic sheeting for industrial, construction, geomembrane and
agricultural applications.

Three Months Ended Nine months Ended
October
31,

October
31, $ %

October
31,

October
31, $ %

(dollars in thousands) 2009 2008 Change Change 2009 2008 Change Change

Net sales $18,674 $26,829 $(8,155) (30)% $47,049 $75,338 $(28,289) (38)%
Gross profit 3,708 4,554 (846) (19)% 9,894 13,910 (4,016) (29)%
Gross margins 19.9% 17.0% 21.0% 18.5%
Operating income 3,033 3,718 (685) (18)% 7,829 11,097 (3,268) (29)%

11

Edgar Filing: RAVEN INDUSTRIES INC - Form 10-Q

Table of Contents 18



Table of Contents

The following factors contributed to the quarter-over-quarter and year-over-year change:
� The slump in global economic activity that began in the second half of fiscal 2009 has continued to negatively

impact financial results throughout fiscal 2010.

� Falling prices accounted for 35% of the year-over-year decline in sales. Lower selling prices reflect
competitive pricing pressures stemming from excess capacity and lower resin costs due to relatively low
natural gas prices.

� Weak sales volume accounted for 65% of the year-over-year drop in sales. Oil and gas drilling activity slowed
due to lower oil prices and uncertainty in forecasted demand resulting in a sharp decline in sales of pit liners to
the energy exploration market. Additionally, construction orders fell as market participants adapted to an
unclear economic outlook and the scarcity of credit.

� The expansion of gross margins in the current quarter and year-over-year reflects reduced spending levels.

� Year-to-date selling expense increased to 4.4% of sales versus 3.7% in the prior year. Selling expense of
$2.1 million decreased 27% year-over-year through reductions in personnel and promotional expenses,
however, sales dropped 38%.

Electronic Systems
Electronic Systems is a total-solutions provider of electronics manufacturing services, primarily to North American
original equipment manufacturers.

Three Months Ended Nine months Ended
October
31,

October
31, $ %

October
31,

October
31, $ %

(dollars in thousands) 2009 2008 Change Change 2009 2008 Change Change

Net sales $15,671 $17,915 $(2,244) (13)% $49,737 $45,933 $3,804 8%
Gross profit 1,871 2,092 (221) (11)% 7,908 4,517 3,391 75%
Gross margins 11.9% 11.7% 15.9% 9.8%
Operating income 1,567 1,804 (237) (13)% 7,024 3,683 3,341 91%
The relative quarter-over-quarter and year-over-year change is primarily the result of the following:
� The 8% increase in year-over-year sales is attributable to increased shipments of aviation electronics and

secure communication equipment to meet demand.

� The quarter-over-quarter drop in sales and profits reflects lower volume of aviation electronics shipments.
Third quarter scheduled deliveries were delayed due to supply issues which negatively impacted throughput
and resulted in additional costs. Operating income was reduced by approximately $500,000 as a result.

� Year-to-date gross margins expanded to 15.9% versus 9.8% in last year�s comparable period. Positive operating
leverage generated through increased sales volume has had a positive effect on results combined with favorable
product mix and cost controls, such as staff reduction and facility consolidation.

� Year-to-date selling expense of 1.8% of net sales was unchanged from the prior year. Selling expense of
$884,000 increased from one year ago in line with the growth in net sales.

Aerostar
Aerostar manufactures military parachutes, protective wear, custom shaped inflatable products, and high-altitude
aerostats for government and commercial research.
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Three Months Ended Nine months Ended
October
31,

October
31, $ %

October
31,

October
31, $ %

(dollars in thousands) 2009 2008 Change Change 2009 2008 Change Change

Net sales $5,923 $5,444 $479 9% $18,326 $17,010 $1,316 8%
Gross profit 1,496 1,136 360 32% 4,174 3,096 1,078 35%
Gross margins 25.3% 20.9% 22.8% 18.2%
Operating income 1,258 912 346 38% 3,552 2,436 1,116 46%
The quarter-over-quarter and year-over-year change is primarily due to the following:
� Parachute shipments increased quarter-over-quarter as a result of delays experienced in the prior year. There

were virtually no parachute shipments made during last year�s third quarter due to contract modifications.
12
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� Increased sales volume of MC-6 Army parachutes was partially offset by reduced protective wear shipments.
Protective wear sales have declined from last year at this time due to the completion of a relatively large
contract in January 2009. The improvement in fiscal 2010 gross margins is a reflection of parachute
manufacturing efficiencies.

� Year-to-date selling expense of 3.4% of sales fell from 3.9% in the prior year due to lower selling expense on
increased sales volume.

Corporate Expenses (administrative expenses, interest income and other, net and income taxes)

Three Months Ended Nine months Ended
October
31,

October
31,

October
31,

October
31,

(dollars in thousands) 2009 2008 2009 2008

Administrative expenses $1,606 $2,077 $5,463 $6,509
Administrative expenses as a % of sales 2.7% 2.7% 3.0% 3.0%
Other expense (income), net 3 (177) (103) (471)
Effective tax rate 34.4% 33.2% 34.4% 34.5%

Administrative expenses decreased 16% year-over-year and 23% quarter-over-quarter due primarily to lower
compensation expense.
�Other expense (income), net� consists mainly of interest income, bank fees and foreign currency transaction gain or
loss. Interest income declined year-over-year due to lower interest rates.
The lower effective tax rate in the quarter ended October 31, 2008 was attributable to reinstatement of the U.S.
research and development tax credit in October 2008.
OUTLOOK
Management responded promptly and decisively to control costs in response to the severe recession that began to
impact the company in the fall of 2008. Weak economic conditions are likely to persist for the foreseeable future.
Fourth quarter results may improve marginally from the weak results recorded one year earlier; however, full-year
results will fall short of last year�s record levels.
A strong cash position, solid balance sheet, commitment to quality and service, recent strategic investments and new
product offerings collectively position the company for future growth despite the challenging economic environment.
Applied Technology
The recognition of precision agricultural equipment as a pivotal tool for maximizing yields and reducing input costs
continues to widen. However, grower and custom spray applicator purchasing decisions have been impacted by lower
anticipated net farm income and uncertain global economic conditions. Fourth quarter net sales are likely to continue
to fall short of last year�s results.
In April 2009, the company announced an agreement with John Deere to distribute select Raven products through
John Deere dealers. The financial impact of the agreement is not expected to be material this year.
In July 2009, the company and SST Software, Inc. (�SST�) announced a strategic alliance to provide customers with
simple, more efficient ways to move and manage information in the precision agriculture market. These solutions
include integration of SST�s AgX� platform into Raven�s Viper Pro and Envizio Pro field computers. SST�s AgX�
platform is a standardized data structure and reference database that enables efficient in-field record keeping and
seamless communication between AgX� compliant software and devices. SST Software is a privately held agricultural
software development and information services provider with over 15 years of experience.
In November 2009, the company and SST announced that the companies would build on their strategic alliance, with
Raven buying a minority ownership position in SST.
In November 2009, the company purchased substantially all of the assets of Ranchview, Inc. a privately-held
Canadian corporation. Ranchview, a start-up company, develops products that use cellular networks instead of the
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traditional radio systems that are typically used to deliver RTK (Real Time Kinematic) corrections to GPS enabled
equipment. RTK corrections improve the accuracy of GPS equipment. The network can also be used to provide high
speed Internet access.
Engineered Films
The catalyst for long-term growth is the development of non-commodity specialized films. In the near-term,
year-over-year profit comparisons are favorable for the fourth quarter as the financial and economic turmoil in the
prior year negatively impacted profitability. However, the construction market continues to be hampered by bleak
industry conditions and the scarcity of credit. In
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addition, deliveries of pit liners to the energy exploration market remain depressed relative to last year�s record levels.
Recent increases in oil prices are encouraging but it is unlikely that drilling activity will return to prior year levels as
there is widespread uncertainty as to the sustainability of current prices. Management expects a profitable fourth
quarter in contrast to the operating loss reported for the final three months of fiscal 2009. Margins have improved as a
result of the segment�s reduced cost structure.
Electronic Systems
Electronic Systems fourth quarter sales and profits are anticipated to decline from last year�s fourth quarter as the
segment�s largest customer is expected to reduce its inventory levels by year-end. Sequentially, management is
cautious due to the impact of the recession on avionics sales and an expected decrease in secure communication
product deliveries.
Aerostar
Long-term results will be driven by Aerostar�s ability to succeed in the high-altitude research balloon and tethered
aerostat markets. The MC-6 Army parachute contract will wind down in the fourth quarter. Also, the previous year�s
fourth quarter included $3 million of parachute sales that were delayed from the third quarter. Consequently, fourth
quarter year-over-year comparisons are expected to be unfavorable, however, this may be partially offset by increased
sales of tethered aerostats.
In October 2009, Aerostar announced that it had been awarded a five-year, IDIQ (indefinite delivery, indefinite
quantity) contract for the production of US Army T-11 personnel parachutes. The first $12.2 million order of
parachutes is expected to ship next fiscal year, with additional orders anticipated in the following four fiscal years.
LIQUIDITY AND CAPITAL RESOURCES
The company�s liquidity and capital resources are strong despite the global economic recession. Management focuses
on the current cash balance and operating cash flows in considering liquidity as operating cash flows have historically
been the company�s primary source of liquidity. Management expects that current cash combined with the generation
of positive operating cash flows will be sufficient to fund the company�s operating, investing and financing activities.
The company�s cash needs are seasonal, with working capital demands strongest in the first quarter. Consequently, the
discussion of trends in operating cash flows focuses on the primary drivers of year-over-year variability in working
capital.
Cash, cash equivalents and short-term investments totaled $46.3 million at October 31, 2009, a $30.0 million increase
compared to cash, cash equivalents and short-term investments at January 31, 2009 of $16.3 million. The comparable
balances one year earlier totaled $31.2 million. In November 2008, the company paid a special cash dividend of
$22.5 million.
Operating Activities
Cash provided by operating activities was $40.5 million in the first three quarters of fiscal 2010 compared to
$26.6 million in the first three quarters of fiscal 2009. The company�s operating cash flows result primarily from cash
received from customers offset by cash payments for inventories, services and employee compensation. The increase
in operating cash flows is the result of variability in working capital. For the nine-month period, reduction in
inventories and accounts receivable have combined to generate $10.0 million in cash as compared with cash
consumed of $12.5 million during last year�s first nine-months. Inventory balances have declined significantly due to
improved management, lower sales and a drop in plastic resin costs. Additionally, accounts receivable have declined
which reflects the decrease in business activity. This was partially offset by year-over-year reductions in accounts
payable.
Investing Activities
Cash used in investing activities totaled $6.1 million in the first nine-months of fiscal 2010, compared to $4.5 million
in the first nine-months of fiscal 2009. The variance reflects a $4.5 million increase in net purchases of short-term
investments which was partially offset by a $3.0 million reduction in capital expenditures. Capital expenditures are
expected to be in the $3-4 million range for the current fiscal year. In addition, cash outlays for the SST and
Ranchview investments totaled $6.5 million in November 2009. Additional cash requirements for an earnout related to
the Ranchview acquisition will be funded through future sales of Ranchview products.
Financing Activities
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Financing activities consumed cash of $7.4 million for the nine-months ended October 31, 2009 compared with
$12.1 million used in last year�s comparable period. Cash used in financing activities is primarily for dividend
payments and repurchases of common stock. The quarterly per-share cash dividend was increased by 8 percent, to 14
cents per share in the second quarter. Dividends of $7.4 million or 41 cents per share were paid in the current year
compared to $7.0 million in the prior year. Treasury stock purchases totaled $5.2 million for the first nine-months of
last year. The share repurchase program was suspended in July 2008.

14

Edgar Filing: RAVEN INDUSTRIES INC - Form 10-Q

Table of Contents 24



Table of Contents

OFF-BALANCE SHEET ARRANGEMENTS AND CONTRACTUAL OBLIGATIONS
There have been no material changes since the fiscal year ended January 31, 2009.
NEW ACCOUNTING STANDARDS
In June 2009, the Financial Accounting Standards Board (FASB) issued the Accounting Standards Codification
(Codification), which became the single source of authoritative generally accepted accounting principles (GAAP) in
the United States, other than rules and interpretive releases issued by the Securities and Exchange Commission (SEC).
The Codification is a reorganization of current GAAP into a topical format that eliminates the current GAAP
hierarchy and instead establishes two levels of guidance � authoritative and non-authoritative. All non-grandfathered,
non-SEC accounting literature that is not included in the Codification will become non-authoritative. The company
adopted the Codification in the third quarter of fiscal 2010 which resulted in no changes to the content of the
company�s financial statements or disclosures.
At the beginning of fiscal 2010, the company adopted FASB guidance that amends required disclosures about
derivative instruments and hedging activities. This guidance requires enhanced disclosures about (a) how and why
derivative instruments are used, (b) how derivative instruments and related hedged items are accounted for and
(c) how derivative instruments and related hedged items affect an entity�s financial position, financial performance and
cash flows. The adoption of this guidance had no impact on the company�s consolidated results of operations, financial
condition or cash flows.
At the beginning of fiscal 2010, the company adopted FASB guidance that amends the factors that should be
considered in developing renewal or extension assumptions used in determining the useful life of recognized
intangible assets and apply to (1) intangible assets that are acquired individually or with a group of other assets, and
(2) intangible assets acquired in both business combinations and asset acquisitions. Entities estimating the useful life
of a recognized intangible asset must consider their historical experience in renewing or extending similar
arrangements or, in the absence of historical experience, must consider assumptions that market participants would
use about renewal or extension. As this guidance applies only to assets acquired in the future, the company is not able
to predict the impact, if any, on the company�s consolidated results of operations, financial condition or cash flows.
As of July 31, 2009, the company adopted FASB guidance which establishes 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, this guidance 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. The adoption of this guidance did not have a material impact
on the company�s consolidated results of operations, financial condition or cash flows. In accordance with this
guidance, the company has evaluated subsequent events through the date and time the financials were issued on
December 4, 2009.
In June 2009, the FASB amended its guidance on accounting for variable interest entities. This guidance alters the
approach to determining the primary beneficiary of a variable interest entity and requires companies to more
frequently assess whether they must consolidate variable interest entities. The guidance is effective for the first annual
reporting period beginning after November 15, 2009 and for interim periods within that first annual reporting period.
The company will adopt this guidance on February 1, 2010 and is currently assessing the potential impacts, if any, on
its financial statements and disclosures.
In October 2009, the FASB issued guidance on the accounting for multiple-deliverable revenue arrangements. This
guidance establishes a selling price hierarchy for determining the selling price of a deliverable; eliminates the residual
method of allocation and requires arrangement consideration be allocated at the inception of the arrangement to all
deliverables using the relative selling price method; and requires a vendor to determine its best estimate of selling
price in a manner consistent with that used to determine the selling price of the deliverable on a stand alone basis. This
guidance also expands the required disclosures related to a vendor�s multiple-deliverable revenue arrangements. The
guidance is effective beginning February 1, 2011 with early adoption permitted. The company has adopted the new
guidance prospectively from the beginning of the fiscal year and determined that there is no material impact on its
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS
The exposure to market risks pertains mainly to changes in interest rates on cash and cash equivalents and short-term
investments. The company has no debt. The company does not expect operating results or cash flows to be
significantly affected by changes in interest rates. Additionally, the company does not enter into derivatives or other
financial instruments for trading or speculative purposes. However, the company does utilize derivative financial
instruments to manage the economic impact of fluctuation in foreign currency exchange rates on those transactions
that are denominated in currency other than its functional currency, which is the U.S. dollar. The use of these financial
instruments had no material effect on the company�s financial condition, results of operations or cash flows.
The company�s subsidiaries that operate outside the United States use their local currency as the functional currency.
The functional currency is translated into U.S. dollars for balance sheet accounts using the period-end exchange rates,
and average exchange rates for the statement of income. Adjustments resulting from financial statement translations
are included as cumulative translation adjustments in accumulated other comprehensive income (loss) within
shareholders� equity. Foreign currency transaction gains or losses are recognized in the period incurred and are
included in �other expense (income), net� in the Consolidated Statements of Income. Foreign currency fluctuations had
no material effect on the company�s financial condition, results of operations or cash flows.
ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures
As of October 31, 2009, the end of the period covered by this report, management, including the Chief Executive
Officer (�CEO�) and the Chief Financial Officer (�CFO�) evaluated the effectiveness of disclosure controls and
procedures (as defined in the Exchange Act Rules 13a-15(e) and 15d-15(e)) as of such date. Based on that evaluation,
the CEO and CFO have concluded that the company�s disclosure controls and procedures were effective as of
October 31, 2009.
Changes in Internal Control over Financial Reporting
There were no changes in the company�s internal control over financial reporting that occurred during the quarter
ended October 31, 2009 that have materially affected, or are reasonably likely to materially affect, the company�s
internal control over financial reporting.
FORWARD-LOOKING STATEMENTS
Certain statements contained in this quarterly report on Form 10-Q are �forward-looking statements� within the
meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of
1934, as amended, including statements regarding the expectations, beliefs, intentions or strategies regarding the
future. Without limiting the foregoing, the words �anticipates,� �believes,� �expects,� �intends,� �may,� �plans� and similar
expressions are intended to identify forward-looking statements. The company intends that all forward-looking
statements be subject to the safe harbor provisions of the Private Securities Litigation Reform Act. Although
management believes that the expectations reflected in forward-looking statements are based on reasonable
assumptions, there is no assurance that these assumptions are correct or that these expectations will be achieved.
Assumptions involve important risks and uncertainties that could significantly affect results in the future. These risks
and uncertainties include, but are not limited to, those relating to weather conditions and commodity prices, which
could affect sales and profitability in some of the company�s primary markets, such as agriculture, construction, and
oil and gas well drilling; or changes in competition, raw material availability, technology or relationships with the
company�s largest customers-any of which could adversely affect any of the company�s product lines, as well as other
risks described in the company�s 10-K under Item 1A. This list is not exhaustive, and the company does not have an
obligation to revise any forward-looking statements to reflect events or circumstances after the date these statements
are made.
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RAVEN INDUSTRIES, INC.
PART II � OTHER INFORMATION

Item 1. Legal Proceedings:
The company is involved as a defendant in lawsuits, claims or disputes arising in the normal course of business. The
settlement of such claims cannot be determined at this time. Management believes that any liability resulting from
these claims will be substantially mitigated by insurance coverage. Accordingly, management does not believe the
ultimate outcome of these matters will be significant to its results of operations, financial position or cash flows.
Item 1A. Risk Factors: No material change.
Item 2. Changes in Securities:
Under a resolution from the Board of Directors dated March 15, 2008, the company was authorized to repurchase up
to $10 million of stock on the open market. No shares were repurchased during the first three quarters of fiscal 2010.
Approximately $5.1 million of the repurchase authorization remains open; however, the company temporarily
suspended the share repurchase program in July 2008.
Item 3. Defaults upon Senior Securities: None
Item 4. Submission of Matters to a Vote of Security Holders: None
Item 5. Other Information: None
Item 6. Exhibits Filed:
31.1 Certification of CEO Pursuant to Section 302 of Sarbanes-Oxley Act

31.2 Certification of CFO Pursuant to Section 302 of Sarbanes-Oxley Act

32.1 Certification of CEO Pursuant to Section 906 of Sarbanes-Oxley Act

32.2 Certification of CFO Pursuant to Section 906 of Sarbanes-Oxley Act
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.

RAVEN INDUSTRIES, INC.

/s/ Thomas Iacarella  
Thomas Iacarella 
Vice President and CFO, Secretary and
Treasurer
(Principal Financial and Accounting
Officer) 

Date: December 4, 2009
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