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Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date.

Class Outstanding at October 25, 2010
Common, no par value 12,762,422

Edgar Filing: ESCALADE INC - Form 10-Q

2



INDEX

Page No.

Part I. Financial Information:

Item 1 - Financial Statements:

Consolidated Condensed Balance Sheets as of October 2, 2010, October 3,
2009, and December 26, 2009 3

Consolidated Condensed Statements of Operations for the Three Months and
Nine Months Ended October 2, 2010 and October 3, 2009 4

Consolidated Condensed Statements of Comprehensive Income for the Three
Months and Nine Months Ended October 2, 2010 and October 3, 2009 4

Consolidated Condensed Statements of Cash Flows for the Nine Months
Ended October 2, 2010 and October 3, 2009 5

Notes to Consolidated Condensed Financial Statements 6

Item 2 - Management’s Discussion and Analysis of Financial Condition and Results of
Operations

11

Item 3 - Quantitative and Qualitative Disclosures about Market Risk 13

Item 4 - Controls and Procedures 14

Part II. Other Information

Item 2 - Issuer Purchases of Equity Securities 15

Item 6 - Exhibits 16

Signatures 16

2

Edgar Filing: ESCALADE INC - Form 10-Q

3



PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

ESCALADE, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS
(All amounts in thousands, except share information)

October 2,
2010

October 3,
2009

December 26,
2009

(Unaudited) (Unaudited) (Audited)
ASSETS
Current Assets:
Cash and cash equivalents $ 2,370 $ 5,735 $ 3,039
Time deposits 1,500 — 750
Receivables, less allowance of $1,469; $1,635; and
$1,485; respectively 23,726 22,007 23,488
Inventories 25,684 27,428 20,905
Prepaid expenses 1,783 1,944 1,617
Assets held for sale — 3,325 —
Deferred income tax benefit 246 1,966 1,999
Income tax receivable — 2,146 1,138
TOTAL CURRENT ASSETS 55,309 64,551 52,936

Property, plant and equipment, net 19,929 19,094 21,493
Intangible assets 16,020 17,446 17,181
Goodwill 25,788 26,325 26,215
Investments 10,346 9,176 9,156
Deferred income tax benefit 145 873 —
Other assets — 706 257

$ 127,537 $ 138,171 $ 127,238

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Notes payable $ 11,872 $ 36,577 $ 27,644
Current portion of long-term debt 2,000 — —
Trade accounts payable 3,229 3,765 1,578
Accrued liabilities 14,885 14,164 12,738
Deferred compensation — — 1,288
Income tax payable 987 — —
TOTAL CURRENT LIABILITIES 32,973 54,506 43,248

Other Liabilities:
Long-term debt 7,500 — —
Deferred income tax liability — — 1,226
Deferred compensation — 1,262 —
TOTAL LIABILITIES 40,473 55,768 44,474

Stockholders’ Equity:
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Preferred stock:
Authorized 1,000,000 shares; no par value, none
issued
Common stock:
Authorized 30,000,000 shares; no par value, issued
and outstanding - 12,762,422; 12,623,542; and
12,656,737; shares respectively 12,762 12,624 12,657
Retained earnings 69,365 64,019 65,341
Accumulated other comprehensive income 4,937 5,760 4,766

87,064 82,403 82,764
$ 127,537 $ 138,171 $ 127,238

See notes to Consolidated Condensed Financial Statements.

3

Edgar Filing: ESCALADE INC - Form 10-Q

5



ESCALADE, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS (UNAUDITED)
(All amounts in thousands, except per share amounts)

Three Months Ended Nine Months Ended
October 2, 2010 October 3, 2009 October 2, 2010 October 3, 2009

Net sales $ 28,565 $ 26,358 $ 89,471 $ 86,957

Costs, expenses and other
income:
Cost of products sold 19,369 18,558 59,813 60,233
Selling, general and
administrative expenses 6,469 6,571 21,398 23,342
Amortization 368 617 1,042 2,024
Operating income 2,359 612 7,218 1,358

Interest expense, net (223 ) (630 ) (1,005 ) (1,530 )
Other income 275 966 586 1,197
Income before income taxes 2,411 948 6,799 1,025

Provision for income tax 1,239 330 2,963 480

Net income $ 1,172 $ 618 $ 3,836 $ 545

Per share data:
Basic earnings per share $ 0.09 $ 0.05 $ 0.30 $ 0.04

Diluted earnings per share $ 0.09 $ 0.05 $ 0.29 $ 0.04

CONSOLIDATED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

Net income $1,172 $618 $3,836 $545

Realization of previously unrealized
(gains) losses on securities available for
sale, net of tax (benefit) of $0, $75, $0
and $0, respectively — (116 ) — —

Foreign currency translation adjustment 2,382 1,339 171 2,636

Comprehensive income $3,554 $1,841 $4,007 $$3,181

See notes to Consolidated Condensed Financial Statements.
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ESCALADE, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS (UNAUDITED)
(All amounts in thousands)

Nine Months Ended
October 2,
2010

October 3,
2009

Operating Activities:
Net income $ 3,836 $ 545
Depreciation and amortization 3,437 4,605
Loss (gain) on disposal of property and equipment (4 ) 20
Gain on disposal of Investments held for sale — (432 )
Stock-based compensation 128 362
Adjustments necessary to reconcile net income to net cash used by
operating activities (408 ) 6,333
Net cash provided by operating activities 6,989 11,433

Investing Activities:
Purchase of property and equipment (1,047 ) (1,594 )
Purchase of short-term time deposits (750 ) —
Proceeds from sale of property and equipment 4 268
Proceeds from sale of investments — 1,645
Net cash provided (used) by investing activities (1,793 ) 319

Financing Activities:
Net decrease in notes payable (5,773 ) (9,948 )
Principal payment on long-term debt (500 ) —
Proceeds from exercise of stock options 49 —
Stock option forfeiture (22 ) —
Director stock compensation 139 69
Net cash used by financing activities (6,107 ) (9,879 )
Effect of exchange rate changes on cash 242 245
Net increase (decrease) in cash and cash equivalents (669 ) 2,118
Cash and cash equivalents, beginning of period 3,039 3,617
Cash and cash equivalents, end of period $ 2,370 $ 5,735

See notes to Consolidated Condensed Financial Statements.
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ESCALADE, INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (UNAUDITED)

Note A - Summary of Significant Accounting Policies 

Presentation of Consolidated Condensed Financial Statements – The significant accounting policies followed by the
Company and its wholly owned subsidiaries for interim financial reporting are consistent with the accounting policies
followed for annual financial reporting. All adjustments that are of a normal recurring nature and are in the opinion of
management necessary for a fair statement of the results for the periods reported have been included in the
accompanying consolidated condensed financial statements. The consolidated condensed balance sheet of the
Company as of December 26, 2009 has been derived from the audited consolidated balance sheet of the Company as
of that date. Certain information and note disclosures normally included in the Company’s annual financial statements
prepared in accordance with accounting principles generally accepted in the United States of America have been
condensed or omitted. These consolidated condensed financial statements should be read in conjunction with the
consolidated financial statements and notes thereto included in the Company’s Form 10-K annual report for 2009 filed
with the Securities and Exchange Commission.

Note B - Seasonal Aspects 

The results of operations for the three and nine month periods ended October 2, 2010 and October 3, 2009 are not
necessarily indicative of the results to be expected for the full year.

Note C - Inventories 

In thousands October 2, 2010 October 3, 2009 December 26, 2009

Raw materials $ 6,525 $ 8,640 $ 6,357
Work in progress 3,224 2,468 1,142
Finished goods 15,935 16,320 13,406

$ 25,684 $ 27,428 $ 20,905

Note D - Equity Interest Investments 

The Company has a 50% interest in two joint ventures, Stiga Sports AB (Stiga) and Escalade International, Ltd. These
50% owned joint ventures are accounted for under the equity method of accounting. Stiga Sports AB, located in
Sweden, is a global sporting goods company producing table tennis equipment and game products. Escalade
International Ltd., located in the United Kingdom, is a sporting goods wholesaler, specializing in fitness and exercise
equipment and game tables. Financial information for these two entities reflected in the table below has been
translated from local currency to U.S. dollar using exchange rates in effect at the respective period-end for balance
sheet amounts and using average exchange rates for income statement amounts. Certain differences exist between U.S.
GAAP and local GAAP in Sweden and the United Kingdom, and the impact of these differences is not reflected in the
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summarized information included in the table below. The most significant difference relates to the accounting for
goodwill for Stiga which is amortized over eight years in Sweden but is not amortized for U.S. GAAP reporting
purposes. The effect on Stiga’s net assets resulting from the amortization of goodwill for the periods ended October 2,
2010 and October 3, 2009 are addbacks to Stiga’s consolidated financial information of $7.2 million and $5.4 million,
respectively. These net differences are comprised of cumulative goodwill adjustments of $10.1 million offset by the
related cumulative tax effect of $2.9 million as of October 2, 2010 and cumulative goodwill adjustments of $7.6
million offset by the related cumulative tax effect of $2.2 million as of October 3, 2009. The income statement impact
of these goodwill and tax adjustments and other individually insignificant U.S. GAAP adjustments for the periods
ended October 2, 2010, and October 3, 2009 are to increase Stiga’s net income by approximately $1.1 million and $1.1
million, respectively. In addition, Escalade has a 50% interest in a joint venture in Taiwan which is reporting no
income and for which its assets have no material impact on the Company’s financial reporting. Information regarding
this entity is considered immaterial and has not been included in the combined totals listed below.

6
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Summarized financial information for combined Stiga Sports AB and Escalade International, Ltd. balance sheets as of
October 2, 2010, October 3, 2009, and December 26, 2009 and statements of operations for the three and nine months
ended October 2, 2010, and October 3, 2009, of which Escalade, Incorporated is a 50% owner, is as follows:

In thousands
October 2,
2010

October 3,
2009

December 26,
2009

Current assets $ 19,350 $ 17,373 $ 19,113
Non-current assets 11,647 12,959 11,939
Total assets 30,997 30,332 31,052

Current liabilities 11,488 10,796 9,536
Non-current liabilities 7,280 9,482 9,864
Total liabilities 18,768 20,278 19,400

Net assets $ 12,229 $ 10,054 $ 11,652

Three Months Ended Nine Months Ended

October 2, 2010
October 3,
2009 October 2, 2010 October 3, 2009

Net Sales $ 10,366 $ 9,583 $ 23,709 $ 19,819
Gross Profit 3,969 4,580 9,835 8,859
Net Income (Loss) 363 522 (182 ) 102

Note E - Notes Payable 

On May 31, 2010 the Company entered into the Sixth Amendment to its Credit Agreement with its issuing bank, JP
Morgan Chase Bank, N.A. (Chase). The Sixth Amendment amends the Credit Agreement dated as of April 30, 2009,
which had a maturity date of May 31, 2010. The Amendment provides for a multi-year loan facility. As amended, the
Credit Agreement now makes available to the Company a senior revolving credit facility in the maximum principal
amount of up to $27 million with a maturity date of May 31, 2012 and a term loan in the principal amount of $10
million with a maturity date of May 31, 2015. The term loan agreement requires the Company to make repayment of
the principal balance in equal installments of $0.5 million per quarter beginning in September 2010. The Amendment
also provides a $2 million euro overdraft facility to replace the previous $1 million euro overdraft facility and the
revolving Euro credit facility. A portion of the credit facility not in excess of $5 million is available for the issuance of
commercial or standby letters of credit to be issued by Chase.

7
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Note F - Income Taxes 

The provision for income taxes was computed based on financial statement income. In accordance with Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 740, the Company has recorded the
following changes in uncertain tax positions:

Nine Months Ended

In thousands
October 2,
2010

October 3,
2009

Beginning Balance $536 $954
Additions for current year tax positions — 7
Additions for prior year tax positions — 291
Settlements (262 ) —
Reductions Settlements — —
Reductions for prior year tax positions (25 ) —
Ending Balance $249 $1,252

Note G - Fair Values of Financial Instruments 

The following methods were used to estimate the fair value of all financial instruments recognized in the
accompanying balance sheets at amounts other than fair values.

Cash and Cash Equivalents and Time Deposits

Fair values of cash and cash equivalents and time deposits approximate cost due to the short period of time to
maturity.

Notes Payable and Long-term Debt

As of October 2, 2010, the Company has $7.5 million of debt classified as long-term, which consists of the
non-current portion of the term loan described in Note F. The Company believes the carrying value of both short-term
and long-term debt adequately reflects the fair value of these instruments.

The following table presents estimated fair values of the Company’s financial instruments in accordance with FASB
ASC 480 at October 2, 2010 and October 3, 2009.

October 2, 2010 October 3, 2009

In thousands
Carrying
Amount Fair Value

Carrying
Amount Fair Value

Financial assets
Cash and cash equivalents $2,370 $2,370 $2,996 $2,996
Time deposits $1,500 $1,500 $— $—
Financial liabilities
Note payable and Long-term debt $21,372 $21,372 $36,577 $36,577

Note H - Stock Compensation
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The fair value of stock-based compensation is recognized in accordance with the provisions of FASB ASC 718, Stock
Compensation.

During the nine months ended October 2, 2010 and pursuant to the 2007 Incentive Plan, in lieu of director fees, the
Company awarded to certain directors 28,774 shares of common stock. In addition, the Company awarded 30,000
stock options to directors and 299,000 stock options to employees. The stock options awarded to directors vest at the
end of one year and have an exercise price equal to the market price on the date of grant. Director stock options are
subject to forfeiture, except for termination of services as a result of retirement, death or disability, if on the vesting
date the director no longer holds a position with the Company. The 2010 stock options awarded to employees have a
graded vesting of 25% per year over four years and are subject to forfeiture if on the vesting date the employee is no
longer employed. The Company utilizes the Black-Scholes option pricing model to determine the fair value of stock
options granted.

8
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For the three month and nine months ended October 2, 2010, the Company recognized stock based compensation
expense of $50 thousand and $267 thousand, respectively, compared to stock based compensation expense of $158
thousand and $431 thousand for the same periods last year. During the second quarter of 2010, the Company recorded
the impact of pre-vesting forfeitures of certain restricted stock units. The impact of these pre-vesting forfeitures was to
reduce stock compensation expense in the second quarter by $259 thousand. At October 2, 2010 and October 3, 2009,
respectively, there was $0.6 and $0.7 million in unrecognized stock-based compensation expense related to non-vested
stock awards.

Note I - Segment Information 

As of and for the Three Months
Ended October 2, 2010

In thousands
Sporting
Goods

Office
Products Corp. Total

Revenues from external customers $20,727 $7,838 $— $28,565
Operating income (loss) 2,979 187 (807 ) 2,359
Net income (loss) 1,656 (132 ) (352 ) 1,172

As of and for the Nine Months
Ended October 2, 2010

In thousands
Sporting
Goods

Office
Products Corp. Total

Revenues from external customers $63,255 $26,216 $— $89,471
Operating income (loss) 9,501 842 (3,125 ) 7,218
Net income (loss) 4,888 49 (1,101 ) 3,836
Total assets $69,105 $39,350 $19,082 $127,537

As of and for the Three Months
Ended October 3, 2009

In thousands
Sporting
Goods

Office
Products Corp. Total

Revenues from external customers $17,642 $8,716 $— $26,358
Operating income (loss) 942 222 (552 ) 612
Net income (loss) (233 ) (560 ) 1,411 618

As of and for the Nine Months
Ended October 3, 2009

In thousands
Sporting
Goods

Office
Products Corp. Total

Revenues from external customers $56,612 $30,345 $— $86,957
Operating income (loss) 3,154 1,722 (3,518 ) 1,358
Net income (loss) (33 ) 409 169 545
Total assets $72,254 $41,499 $24,418 $138,171
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Note J - Dividend Payment 

The Company has not declared a dividend to be paid in 2010.

Note K - Earnings Per Share

The shares used in computation of the Company’s basic and diluted earnings per common share are as follows:

Three Months Ended Nine Months Ended

All amounts in thousands
October 2,
2010

October 3,
2009

October 2,
2010

October 3,
2009

Weighted average common shares outstanding 12,740 12,624 12,712 12,620
Dilutive effect of stock options and restricted stock
units 569 385 484 163
Weighted average common shares outstanding,
assuming dilution 13,309 13,009 13,196 12,783

Stock options that are anti-dilutive as to earnings per share and unvested restricted stock units which have a market
condition for vesting that has not been achieved are ignored in the computation of dilutive earnings per share. The
number of stock options and restricted stock units that were excluded in 2010 and 2009 were 484,649 and 451,725,
respectively.

Note L - New Accounting Standards

With the exception of those discussed below, there have been no recent accounting pronouncements or changes in
accounting pronouncements during the nine months ended October 2, 2010, as compared to the recent accounting
pronouncements described in the Company’s Annual Report on Form 10-K for the fiscal year ended December 26,
2009, that are of significance, or potential significance to the Company.

In December 2009, FASB issued Accounting Standards Update 2009-17, Improvements to Financial Reporting by
Enterprises with Variable Interest Entities to incorporate the changes made by FASB Statement No. 167 into the
FASB Codification. The guidance in this update is effective for periods beginning after November 15, 2009 and thus
is effective for the Company’s first quarter reporting in 2010. The adoption of this standard did not have a material
impact on the Company’s consolidated financial statements.

In December 2009, FASB issued Accounting Standards Update 2010-02, Consolidation (Topic 810) – Accounting and
Reporting for Decreases in Ownership of a Subsidiary – A Scope Clarification, which expands the disclosure
requirements about deconsolidation of a subsidiary or derecognition of a group of assets. The guidance in this update
is effective for periods beginning in the first interim or annual reporting period ending on or after December 15, 2009
and thus is effective for the Company’s first quarter reporting in 2010. The adoption of this standard did not have a
material impact on the Company’s consolidated financial statements.

In July 2010, FASB issued Accounting Standards Update 2010-20, Receivables (Topic 310) – Disclosures about the
Credit Quality of Financing Receivables and the Allowance for Credit Losses, which is intended to provide additional
information to assist financial statement users in assessing an entity’s credit risk exposures and evaluating the
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adequacy of its allowance for credit losses. The guidance in this update is effective for periods ending on or after
December 15, 2010. The adoption of this standard is not expected to have a material impact on the Company’s
consolidated financial statements.

Note M - Commitments and Contingencies

The Company has been made aware of a potential financial obligation relating to an 8,600 square foot facility we are
sub-leasing in Spain. We are actively investigating the legitimacy of this claim and the potential recourse options
available to us should the claim be valid. At this time, Management is unable to estimate the potential exposure related
to this matter, if any, but does not believe this will create a material adverse impact on our consolidated financial
conditions.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Forward-Looking Statements

This report contains forward-looking statements relating to present or future trends or factors that are subject to risks
and uncertainties. These risks include, but are not limited to, the impact of competitive products and pricing, product
demand and market acceptance, Escalade’s ability to successfully integrate the operations of acquired assets and
businesses, new product development, the continuation and development of key customer and supplier relationships,
Escalade’s ability to control costs, general economic conditions, fluctuation in operating results, changes in the
securities market, Escalade’s ability to obtain financing and to maintain compliance with the terms of such financing,
and other risks detailed from time to time in Escalade’s filings with the Securities and Exchange Commission.
Escalade’s future financial performance could differ materially from the expectations of Management contained herein.
Escalade undertakes no obligation to release revisions to these forward-looking statements after the date of this report.

Overview

Escalade, Incorporated (“Escalade” or “Company”) manufactures and distributes products for two industries: Sporting
Goods and Office Products. Within these industries the Company has successfully built a market presence in niche
markets. This strategy is heavily dependent on expanding the customer base, barriers to entry, brand recognition and
excellent customer service. A key strategic advantage is the Company’s established relationships with major customers
that allow the Company to bring new products to the market in a cost effective manner while maintaining a diversified
product line and wide customer base. In addition to strategic customer relations, the Company has over 80 years of
manufacturing and import experience that enable it to be a low cost supplier.

A majority of the Company’s products are in markets that are experiencing low growth rates. Where the Company
enjoys a commanding market position, such as table tennis tables in the Sporting Goods segment and paper folding
machines in the Office Products segment, revenue growth is expected to be roughly equal to general growth/decline in
the economy. However, in markets that are fragmented and where the Company is not the dominant leader, such as
archery in the Sporting Goods segment and data security shredders in the Office Products segment, the Company
anticipates growth. To enhance growth, the Company has a strategy of promoting new product innovation and
development and brand marketing. In the Office Products segment, the Company’s strategic focus is increasingly upon
expanding its product and service offerings to assist businesses and governments with their document and information
high security needs to secure sensitive customer, employee and business information and to comply with new
information privacy laws, rules and regulations. The Company continues to extend the capabilities of its line of
shredders to include not only the secure destruction of paper but also the secure destruction and/or de-commissioning
of medical patient information, drug prescriptions and adhesive labels, pill and syrup vials, CDs, DVDs, and other
forms of magnetic, optical and solid state media. The Company is further exploring opportunities to provide secure
on-site and off-site document and data destruction and disposal services to meet the specific needs of its customers.

In addition, the Company will continue to investigate acquisition opportunities of companies or product lines that
complement or expand the Company’s product lines. A key objective is the acquisition of product lines with barriers to
entry that the Company can take to market through its established distribution channels or through new market
channels. Significant synergies are achieved through assimilation of acquired product lines into the existing company
structure. Management believes that key indicators in measuring the success of this strategy are revenue growth,
earnings growth and the expansion of channels of distribution.

11
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Results of Operations

Net sales for the third quarter and first nine months of 2010 were 8% and 3% higher, respectively, than same periods
in the prior year. The Company’s operating income for the third quarter and first nine months of fiscal 2010 was $2.4
million and $7.2 million, respectively, compared to operating income of $0.6 million and $1.4 million for the same
periods last year. Net sales for the third quarter of 2010, compared to the same period in 2009 were up 17% in the
Sporting Goods segment, while down 10% in the Office Product segment. The following schedule sets forth certain
consolidated statement of operations data as a percentage of net revenue:

Three Months Ended Nine Months Ended
October 2,
2010

October 3,
2009

October 2,
2010

October 3,
2009

Net revenue 100.0 % 100.0 % 100.0 % 100.0 %
Cost of products sold 67.8 % 70.4 % 66.9 % 69.3 %
Gross margin 32.2 % 29.6 % 33.1 % 30.7 %
Selling, administrative and
general expenses 22.6 % 24.9 % 23.8 % 26.8 %
Amortization 1.3 % 2.4 % 1.2 % 2.3 %
Operating income 8.3 % 2.3 % 8.1 % 1.6 %

Consolidated Revenue and Gross Margin

Revenues from the Sporting Goods business were up 17% and 12% for the third quarter and nine months of 2010
compared to the same periods last year. Increases in consumer spending, new product development and expanded
product placement are driving sales increases. Management believes improved sales in the Sporting Goods segment
will continue through the remainder of the year.

Compared to last year, revenues from the Office Products business declined 10.1% and 13.6% for the third quarter and
first nine months of 2010, respectively. Excluding the effects of changes in the currency exchange rates, revenues
declined 6.3% and 13.2%, for the third quarter and first nine months of 2010, respectively. Financial uncertainty in
several key markets in Europe, particularly Spain, Germany and the UK, has negatively impacted customer sentiment
and slowed recovery. North America experienced decreases in both government and commercial sales channels. The
sales decline in the third quarter of the year shows a slight improvement over the previous six months. Management is
cautiously optimistic this trend will continue to improve. The Company will continue with new product launches to
achieve future growth.

The overall gross margin ratios for the third quarter and first nine months of 2010 were 32.2% and 33.1%,
respectively, compared to 29.6% and 30.7%, respectively, for same periods last year. Management expects gross
margins for the remainder of 2010 will continue to exceed prior year.

Consolidated Selling, General and Administrative Expenses

Compared to the same periods last year, consolidated selling, general and administrative (“SG&A”) costs decreased
1.5% in the third quarter and 8.4% in the first nine months of 2010. During the quarter the Company increased focus
on strategic investments in product development and brand marketing and this focus will continue throughout the
year.

Provision for Income Taxes
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The effective tax rate in the first nine months of 2010 was 44% compared with 47% for the same period last year. The
decrease in the current year tax rate is due mainly to a reduction in the settlement accrued for prior year audits in
Germany offset by a decrease in the deferred tax asset relating to forfeitures of restricted stock units. Also affecting
the tax rate for both years are losses in certain foreign countries where a tax benefit is not expected to be realized. The
Company anticipates the effective tax rate for 2010 to be relatively unchanged for the remainder of the year.
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Financial Condition and Liquidity

Total bank debt at the end of the first nine months of 2010 was down $15.2 million or 41.5% from the same period
last year, and down $6.2 million or 7.8% from the latest year end. The following schedule summarizes the Company’s
total bank debt:

In thousands
October 2,
2010

October 3,
2009

December 26,
2009

Notes payable short-term $ 11,872 $ 36,577 $ 27,644
Current portion long-term debt 2,000 — —
Long term debt 7,500 — —
Total bank debt $ 21,372 $ 36,577 $ 27,644

The Company continues to improve its debt to equity ratio. As a percentage of stockholders’ equity, total bank debt
was 25%, 45% and 33% at October 2, 2010, October 3, 2009 and December 26, 2009, respectively.

During the first nine months of 2010, operating activities provided $7.0 million in cash primarily due to positive net
income. This cash was used to fund capital expenditures and to reduce debt.

The Company funds working capital requirements through operating cash flows and revolving credit agreements with
its bank. As a result of the successful reduction of existing outstanding debt during the prior year, the Company was
able to reduce its borrowing capacity commitment for 2010. Based on working capital requirements, the Company
expects to have access to adequate levels of revolving credit to meet growth needs.

The Company successfully completed negotiations with JP Morgan Chase Bank,N.A., its primary lender, regarding
amendment to its Senior Secured Revolving Credit Facility and finalized the agreement on May 31, 2010. The
Company is continuing to market the Reynosa facility through a national broker and is pursuing all viable offers of
purchase or lease; however the real estate market in this area continues to be soft. Implementation of a new ERP
system at the Office Products U.S. facility is on schedule with a targeted completion date of year end. Management
will evaluate the success of this project before committing to additional implementation sites. Should the Company
decide to abandon the Oracle system at all locations, the remaining book value of the Oracle system of approximately
$5.3 million ($3.5 million, net of tax) would be expensed over the estimated remaining economic life of the system.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company is exposed to financial market risks, including changes in currency exchange rates and interest rates. To
mitigate these risks, the Company has utilized derivative financial instruments among other strategies, but is not
currently utilizing any derivative financial instruments. The Company does not use derivative financial instruments for
speculative purposes.

Interest Rates
The Company’s exposure to market-rate risk for changes in interest rates relates primarily to its revolving variable rate
bank debt which is based on LIBOR interest rates and its overdraft facility which is based on EURIBOR interest rates.
A hypothetical 1% or 100 basis point change in interest rates would not have a significant effect on our consolidated
financial position or results of operation.
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Foreign Currency
The Company conducts business in various countries around the world and is therefore subject to risks associated with
fluctuating foreign exchange rates. This revenue is generated from the operations of the Company’s subsidiaries in
their respective countries and surrounding geographic areas and is primarily denominated in each subsidiary’s local
functional currency. These subsidiaries incur most of their expenses (other than inter-company expenses) in their local
functional currency and include the Euro, Great Britain Pound Sterling, Mexican Peso, Chinese Yuan, Swedish Krona
and South African Rand.

The geographic areas outside the United States in which the Company operates are generally not considered to be
highly inflationary. Nonetheless, the Company’s foreign operations are sensitive to fluctuations in currency exchange
rates arising from, among other things, certain inter-company transactions that are denominated in currencies other
than the respective functional currency. Operating results as well as assets and liabilities are also subject to the effect
of foreign currency translation when the operating results, assets and liabilities of our foreign subsidiaries are
translated into U.S. dollars in our consolidated financial statements.

The Company and its subsidiaries conduct substantially all their business in their respective functional currencies to
avoid the effects of cross-border transactions. To protect against reductions in value and the volatility of future cash
flows caused by changes in currency exchange rates, the Company carefully considers the use of transaction and
balance sheet hedging programs such as matching assets and liabilities in the same currency. Such programs reduce,
but do not entirely eliminate the impact of currency exchange rate changes. The Company has evaluated the use of
currency exchange hedging financial instruments but has determined that it would not use such instruments under the
current circumstances. Changes in currency exchange rates may be volatile and could affect the Company’s
performance.

Item 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Escalade maintains disclosure controls and procedures that are designed to ensure that information required to be
disclosed in the Company’s Exchange Act reports is recorded, processed, summarized and reported within the time
periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to the
Company’s management, including its Chief Executive Officer and Chief Financial Officer, as appropriate, to allow
timely decisions regarding required disclosure based closely on the definition of “disclosure controls and procedures” in
Rule 13a-14(c). In designing and evaluating the disclosure controls and procedures, Management recognized that any
controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of
achieving the desired control objectives, and Management necessarily was required to apply its judgment in
evaluating the cost-benefit relationship of possible controls and procedures. Also, the Company has investments in
certain unconsolidated entities. As the Company does not control or manage these entities, its disclosure controls and
procedures with respect to such entities are necessarily substantially more limited than those it maintains with respect
to its consolidated subsidiaries.

The Company carried out an evaluation, under the supervision and with the participation of the Company’s
management, including the Company’s Chief Executive Officer and the Company’s Chief Financial Officer, of the
effectiveness of the design and operation of the Company’s disclosure controls and procedures as of the end of the
period covered by this report. Based on the foregoing, the Company’s Chief Executive Officer and Chief Financial
Officer concluded that the Company’s disclosure controls and procedures were effective.

Changes in Internal Control over Financial Reporting
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Management of the Company has evaluated, with the participation of the Company’s Chief Executive Officer and
Chief Financial Officer, changes in the Company’s internal controls over financial reporting (as defined in Rule
13a-15(f) and 15d-15(f) of the Exchange Act) during the third quarter of 2010.
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There have been no changes to the Company’s internal control over financial reporting that occurred since the
beginning of the Company’s second quarter of 2010 that have materially affected, or are reasonably likely to materially
affect, the Company’s internal control over financial reporting.

PART II. OTHER INFORMATION

Item 1. Not Required.

Item 1A. Not Required.

Item 2. (c) ISSUER PURCHASES OF EQUITY SECURITIES

Period

(a) Total
Number of
Shares (or
Units)

Purchased

(b) Average
Price Paid
per Share (or

Unit)

(c) Total
Number of
Shares (or
Units)

Purchased as
Part of
Publicly

Announced
Plans or
Programs

(d) Maximum
Number (or
Approximate
Dollar Value)
of Shares (or
Units) that
May Yet Be
Purchased
Under the
Plans or
Programs

Shares purchases prior to 07/10/2010 under the
current repurchase program. 982,916 $8.84 982,916 $ 2,273,939
Third quarter purchases:
07/11/2010–08/07/2010 None None No Change No Change
08/08/2010-09/04/2010 None None No Change No Change
09/05/2010-10/02/2010 None None No Change No Change
Total share purchases under the current program 982,916 $8.84 982,916 $ 2,273,939

The Company has one stock repurchase program which was established in February 2003 by the Board of Directors
and which authorized management to expend up to $3,000,000 to repurchase shares on the open market as well as in
private negotiated transactions. The repurchase plan has no termination date. There have been no share repurchases
that were not part of a publicly announced program. In February 2008, the Board of Directors increased the remaining
amount on this plan to its original level of $3,000,000. Although authorized by the Board, the Company has agreed to
certain restrictions on the repurchase of shares as part of the April 30, 2009 Credit Agreement terms. The Sixth
Amendment contained no changes in these restrictions.
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Item 3. Not Required.

Item 5. Not Required.

Item 6. Exhibits

(a) Exhibits

Number Description

31.1 Chief Executive Officer Rule 13a-14(a)/15d-14(a) Certification.

31.2 Chief Financial Officer Rule 13a-14(a)/15d-14(a) Certification.

32.1 Chief Executive Officer Section 1350 Certification.

32.2 Chief Financial Officer Section 1350 Certification.

SIGNATURE

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.

ESCALADE, INCORPORATED

Date: November 2, 2010 /s/ Deborah Meinert
Vice President and Chief Financial Officer
(On behalf of the registrant and in her
capacities as Principal Financial Officer
and Principal Accounting Officer)
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