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Part I

 
ITEM 1—BUSINESS
 
General
 
ESCALADE, INCORPORATED (“ESCALADE” OR “COMPANY”) OPERATES IN TWO BUSINESS SEGMENTS: SPORTING GOODS AND INFORMATION SECURITY AND PRINT FINISHING (OR

“MARTIN YALE GROUP”). ESCALADE AND ITS PREDECESSORS HAVE MORE THAN 80 YEARS OF MANUFACTURING AND SELLING EXPERIENCE IN THESE TWO INDUSTRIES.
 
THE FOLLOWING TABLE PRESENTS THE PERCENTAGES CONTRIBUTED TO ESCALADE’S NET SALES BY EACH OF ITS BUSINESS SEGMENTS:
 
  2012   2011   2010  
SPORTING GOODS   76%  72%  71%
INFORMATION SECURITY AND PRINT FINISHING   24%  28%  29%
TOTAL NET SALES   100%  100%  100%

 
FOR ADDITIONAL SEGMENT INFORMATION,  SEE NOTE 13 – OPERATING SEGMENT AND GEOGRAPHIC INFORMATION IN THE CONSOLIDATED FINANCIAL STATEMENTS.
 
Sporting Goods
 
HEADQUARTERED IN EVANSVILLE,  INDIANA,  ESCALADE SPORTS MANUFACTURES,  IMPORTS,  AND DISTRIBUTES WIDELY RECOGNIZED SPORTING GOODS BRANDS IN FAMILY

RECREATION,  FITNESS,  TRAINING,  AND HUNTING PRODUCTS THROUGH TRADITIONAL DEPARTMENT STORES,  MASS MERCHANDISE RETAILERS,  AND SPORTING GOODS SPECIFIC

RETAILERS. ESCALADE IS THE WORLD’S LARGEST PRODUCER OF TABLE TENNIS TABLES. SOME OF THE COMPANY’S MOST RECOGNIZED BRANDS INCLUDE:
 
PRODUCT SEGMENT  BRAND NAMES

ARCHERY  BEAR ARCHERY®, TROPHY RIDGE®, WHISKER BISCUIT®, CAJUN ARCHERY®
TABLE TENNIS  STIGA®, PING-PONG®
BASKETBALL BACKBOARDS AND GOALS  GOALRILLA™, GOALIATH®, SILVERBACK®
PLAY SYSTEMS  WOODPLAY®, CHILDLIFE®
FITNESS  THE STEP®, USWEIGHT™
GAME TABLES (HOCKEY AND SOCCER)  HARVARD GAME®, ATOMIC®, ACCUDART®, REDLINE®
POOL TABLE ACCESSORIES  MOSCONI®, MIZERAK®
 
IN 2012, THE COMPANY HAS ONE CUSTOMER IN THE SPORTING GOODS SEGMENT,  DICK’S SPORTING GOODS,  WHICH ACCOUNTED FOR APPROXIMATELY 18% OF TOTAL

CONSOLIDATED GROSS REVENUES.
 
ESCALADE SPORTS MANUFACTURES IN THE U S A  AND MEXICO AND IMPORTS PRODUCT FROM ASIA,  WHERE THE COMPANY UTILIZES A NUMBER OF CONTRACT

MANUFACTURERS.
 
CERTAIN PRODUCTS PRODUCED BY ESCALADE SPORTS ARE SUBJECT TO REGULATION BY THE CONSUMER PRODUCT SAFETY COMMISSION.  THE COMPANY BELIEVES IT IS IN

MATERIAL COMPLIANCE WITH ALL APPLICABLE REGULATIONS.
 
Information Security and Print Finishing
 
MARTIN YALE GROUP HAS INCREASINGLY EXPANDED ITS FOCUS ON THE INFORMATION SECURITY REQUIREMENTS OF LARGER CORPORATE CUSTOMERS,  GOVERNMENTS,  AND

STRATEGIC BUSINESS PARTNERS. THE COMPANY IS PARTICULARLY FOCUSED ON ADDRESSING INFORMATION SECURITY ISSUES INCLUDING THE DECOMMISSIONING OR DESTRUCTION

OF DATA STORED ON OPTICAL,  SOLID STATE,  MAGNETIC,  AND TRADITIONAL MEDIA LIKE PAPER TO MEET THE INCREASINGLY STRICT SECURITY STANDARDS SET BY THE NATIONAL

SECURITY ADMINISTRATION,  NATIONAL INSTITUTE OF STANDARDS AND TECHNOLOGY, DEUTSCHES INSTITUT FUR NORMUNG (GERMAN INSTITUTE FOR STANDARDIZATION),
THE EUROPEAN UNION,  AND MANY OTHER GOVERNMENTS AND ORGANIZATIONS AROUND THE WORLD. MARTIN YALE GROUP CONTINUES TO FOCUS ON THE PRINT FINISHING

SECTOR WITH A PARTICULAR FOCUS ON DIGITAL PRINT APPLICATIONS.
  

3

Source: ESCALADE INC, 10-K, February 26, 2013 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



 

  
MARTIN YALE GROUP HAS A WORLDWIDE PRESENCE WITH MANUFACTURING FACILITIES IN INDIANA AND GERMANY AND JOINT VENTURE MANUFACTURING FACILITIES IN THE

CZECH REPUBLIC AND TAIWAN. MARTIN YALE GROUP HAS SALES OFFICES IN THE USA, GERMANY,  UNITED KINGDOM, FRANCE,  SPAIN,  CHINA, ITALY,  SOUTH AFRICA

AND SWEDEN.
 
MARTIN YALE GROUP PRODUCTS INCLUDE: SHREDDERS,  DISINTEGRATORS,  DEGAUSSERS,  PAPER FOLDERS,  LETTER OPENERS,  AND PAPER CUTTERS/TRIMMERS. THE KEY MARTIN

YALE GROUP BRANDS INCLUDE MARTIN YALE®, INTIMUS®, AND PAPERMONSTER®.
 
MARTIN YALE GROUP PRODUCTS AND SERVICES ARE SOLD DIRECTLY TO END-USERS AS WELL AS THROUGH RETAILERS,  WHOLESALERS,  CATALOGS,  SPECIALTY DEALERS,  AND

BUSINESS PARTNERS. NO SINGLE MARTIN YALE GROUP CUSTOMER ACCOUNTED FOR MORE THAN 10% OF INFORMATION SECURITY AND PRINT FINISHING SALES DURING 2012.
 
Marketing and Product Development
 
THE COMPANY MAKES A SUBSTANTIAL INVESTMENT IN PRODUCT DEVELOPMENT AND BRAND MARKETING TO DIFFERENTIATE ITS PRODUCT LINE FROM ITS COMPETITION. EACH

OPERATING SEGMENT CONDUCTS MARKET RESEARCH AND DEVELOPMENT EFFORTS TO DESIGN PRODUCTS WHICH SATISFY EXISTING AND EMERGING CONSUMER NEEDS. ON A

CONSOLIDATED BASIS,  THE COMPANY INCURRED RESEARCH AND DEVELOPMENT COSTS OF APPROXIMATELY $1.6 MILLION, $1.4 MILLION,  AND $1.9 MILLION IN 2012, 2011
AND 2010, RESPECTIVELY.
 
THE COMPANY ALSO MAKES INVESTMENTS IN BRAND MARKETING TO PROPERLY COMMUNICATE THE SPECIFIC ATTRIBUTES AND QUALITIES OF ITS PRODUCTS.  THE COMPANY

ADVERTISES DIRECTLY TO THE CONSUMER OR END-USER AS WELL AS THROUGH ITS RETAIL PARTNERS IN THE FORM OF ADVERTISING AND OTHER PROMOTIONAL ALLOWANCES.
 
Competition
 
ESCALADE IS SUBJECT TO COMPETITION WITH VARIOUS MANUFACTURERS IN EACH PRODUCT LINE PRODUCED OR SOLD BY ESCALADE. THE COMPANY IS NOT AWARE OF ANY OTHER

SINGLE COMPANY THAT IS ENGAGED IN BOTH THE SAME INDUSTRIES AS ESCALADE OR THAT PRODUCES THE SAME RANGE OF PRODUCTS AS ESCALADE WITHIN SUCH INDUSTRIES.
NONETHELESS,  COMPETITION EXISTS FOR MANY ESCALADE PRODUCTS WITHIN BOTH THE SPORTING GOODS AND INFORMATION SECURITY AND PRINT FINISHING INDUSTRIES.
SOME COMPETITORS ARE LARGER AND HAVE SUBSTANTIALLY GREATER RESOURCES THAN THE COMPANY. ESCALADE BELIEVES THAT ITS LONG-TERM SUCCESS DEPENDS ON ITS

ABILITY TO STRENGTHEN ITS RELATIONSHIP WITH EXISTING CUSTOMERS,  ATTRACT NEW CUSTOMERS AND DEVELOP NEW PRODUCTS THAT SATISFY THE QUALITY AND PRICE

REQUIREMENTS OF SPORTING GOODS AND INFORMATION SECURITY AND PRINT FINISHING CUSTOMERS.
 
Licenses, Trademarks and Brand Names
 
THE COMPANY HAS AN AGREEMENT AND CONTRACT WITH STIGA SPORTS AB, A 50% OWNED JOINT VENTURE,  FOR THE EXCLUSIVE RIGHT AND LICENSE TO DISTRIBUTE AND

PRODUCE TABLE TENNIS EQUIPMENT UNDER THE BRAND NAME STIGA® FOR THE UNITED STATES AND CANADA.  THE COMPANY ALSO OWNS SEVERAL REGISTERED

TRADEMARKS AND BRAND NAMES INCLUDING BUT NOT LIMITED TO PING-PONG®, BEAR ARCHERY®, GOALRILLA� ,  THE STEP®, AND WOOD PLAY® WHICH ARE USED IN THE

SPORTING GOODS BUSINESS SEGMENT AND INTIMUS® AND PAPERMONSTER® WHICH ARE USED IN THE INFORMATION SECURITY AND PRINT FINISHING BUSINESS SEGMENT.
 
Backlog and Seasonality
 
SALES ARE BASED PRIMARILY ON STANDARD PURCHASE ORDERS AND IN MOST CASES ORDERS ARE SHIPPED WITHIN THE SAME MONTH RECEIVED. UNSHIPPED ORDERS AT THE END

OF THE FISCAL YEAR (BACKLOG) WERE NOT MATERIAL AND THEREFORE ARE NOT AN INDICATOR OF FUTURE RESULTS. DUE TO DIVERSITY IN PRODUCT CATEGORIES,  SPORTING

GOODS REVENUES HAVE NOT BEEN SEASONAL AND ARE NOT EXPECTED TO BE SO IN THE FUTURE. DEMAND FOR INFORMATION SECURITY AND PRINT FINISHING HAS NOT BEEN

SEASONAL AND IS NOT EXPECTED TO BE SO IN THE FUTURE.
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Employees
 
THE NUMBER OF EMPLOYEES AT DECEMBER 29, 2012 AND DECEMBER 31, 2011 FOR EACH BUSINESS SEGMENT WERE AS FOLLOWS:

  2012  2011 
SPORTING GOODS         

USA   321   281 
MEXICO   103   105 
ASIA   8   6 

   432   392 
INFORMATION SECURITY AND PRINT FINISHING         

USA   79   90 
EUROPE   112   126 
ASIA   10   10 

   201   226 
TOTAL   633   618 

 
THE I.U.E./C.W.A. (UNITED ELECTRICAL COMMUNICATION WORKERS OF AMERICA, AFL-CIO) REPRESENTS HOURLY RATED EMPLOYEES AT THE ESCALADE SPORTS’
EVANSVILLE, INDIANA DISTRIBUTION CENTER. THERE ARE APPROXIMATELY 16 COVERED EMPLOYEES AT DECEMBER 29, 2012. A 1-YEAR LABOR CONTRACT WAS NEGOTIATED

AND RENEWED IN APRIL 2012; THE NEW AGREEMENT EXPIRES ON APRIL 30, 2013. MANAGEMENT BELIEVES IT HAS SATISFACTORY RELATIONS WITH ITS EMPLOYEES.
 
Sources of Supplies
 
RAW MATERIALS FOR ESCALADE'S VARIOUS PRODUCT LINES CONSIST OF WOOD,  STEEL,  PLASTICS,  FIBERGLASS AND PACKAGING. ESCALADE RELIES UPON SUPPLIERS IN VARIOUS

COUNTRIES AND UPON VARIOUS THIRD PARTY ASIAN MANUFACTURERS FOR CERTAIN OF ITS GAME TABLES AND NON-SECURITY PAPER SHREDDERS. THE COMPANY BELIEVES THAT

THESE SOURCES WILL CONTINUE TO PROVIDE ADEQUATE SUPPLIES AS NEEDED AND THAT ALL OTHER MATERIALS NEEDED FOR THE COMPANY’S VARIOUS OPERATIONS ARE

AVAILABLE IN ADEQUATE QUANTITIES FROM A VARIETY OF DOMESTIC AND FOREIGN SOURCES.
 
SEC Reports
 
THE COMPANY’S INTERNET SITE (WWW.ESCALADEINC.COM) MAKES AVAILABLE FREE OF CHARGE TO ALL INTERESTED PARTIES THE COMPANY’S ANNUAL REPORT ON FORM 10-K,
QUARTERLY REPORTS ON FORM 10-Q, AND CURRENT REPORTS ON FORM 8-K, AND ALL AMENDMENTS TO THOSE REPORTS,  AS WELL AS ALL OTHER REPORTS AND SCHEDULES

FILED ELECTRONICALLY WITH THE SECURITIES AND EXCHANGE COMMISSION (THE "COMMISSION") ,  AS SOON AS REASONABLY PRACTICABLE AFTER SUCH MATERIAL IS

ELECTRONICALLY FILED WITH OR FURNISHED TO THE COMMISSION. INTERESTED PARTIES MAY ALSO FIND REPORTS,  PROXY AND INFORMATION STATEMENTS AND OTHER

INFORMATION ON ISSUERS THAT FILE ELECTRONICALLY WITH THE COMMISSION AT THE COMMISSION'S INTERNET SITE (HTTP://WWW.SEC.GOV). 
 
ITEM 1A—RISK FACTORS
 
Sales declines and increased losses at Martin Yale Group could continue.
 
DECLINES IN OVERALL SALES IN INFORMATION SECURITY AND PRINT FINISHING AND INCREASES IN LOSSES BY OUR MARTIN YALE GROUP ARE DUE MAINLY TO HIGH

ORGANIZATIONAL COSTS AND QUALITY ISSUES. IN ADDITION,  CONTINUED WEAKNESS IN THE GLOBAL OFFICE PRODUCTS CHANNEL AND THE GOVERNMENT SALES CHANNEL

PRIMARILY IN THE UNITED STATES AND THE UNITED KINGDOM AND PROLONGED ECONOMIC WEAKNESS IN SPAIN AND CERTAIN OTHER EUROPEAN COUNTRIES CONTINUE TO

PROVIDE CHALLENGES. SALES IN INFORMATION SECURITY AND PRINT FINISHING MAY CONTINUE TO DECREASE. IMPROVING PROFITABILITY IN THE INFORMATION SECURITY AND

PRINT FINISHING SEGMENT WILL PROVE TO BE A CHALLENGE. THE COMPANY CANNOT PROVIDE ANY ASSURANCE THAT IT WILL BE ABLE TO MAINTAIN OR INCREASE SALES LEVELS

OR ACHIEVE PROFITABILITY IN THE FUTURE.
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If the Company would lose significant customers in the future, the Company may have difficulty in replacing such lost revenues.
 
THE COMPANY HAS ONE MAJOR CUSTOMER AND SEVERAL OTHER SIGNIFICANT CUSTOMERS AND HISTORICALLY HAS DERIVED SUBSTANTIAL REVENUES FROM THOSE CUSTOMERS.
THE COMPANY NEEDS TO CONTINUE TO EXPAND ITS CUSTOMER BASE TO MINIMIZE THE EFFECTS OF THE LOSS OF ANY SINGLE CUSTOMER IN THE FUTURE. IF SALES TO ONE OR

MORE SIGNIFICANT CUSTOMERS WOULD BE LOST OR MATERIALLY REDUCED,  THERE CAN BE NO ASSURANCE THAT THE COMPANY WILL BE ABLE TO REPLACE SUCH REVENUES,
WHICH LOSSES COULD HAVE A MATERIAL ADVERSE EFFECT ON THE COMPANY'S BUSINESS,  RESULTS OF OPERATIONS AND FINANCIAL CONDITION.
 
Markets are highly competitive and the Company may not continue to compete successfully.
 
THE MARKET FOR SPORTING GOODS AND INFORMATION SECURITY AND PRINT FINISHING PRODUCTS IS HIGHLY FRAGMENTED AND INTENSELY COMPETITIVE. ESCALADE COMPETES

WITH A VARIETY OF REGIONAL,  NATIONAL AND INTERNATIONAL MANUFACTURERS FOR CUSTOMERS,  EMPLOYEES,  PRODUCTS,  SERVICES AND OTHER IMPORTANT ASPECTS OF THE

BUSINESS. IN SPORTING GOODS,  THE COMPANY HAS HISTORICALLY SOLD A LARGE PERCENTAGE OF ITS SPORTING GOODS PRODUCTS TO MASS MERCHANDISERS AND HAS

INCREASINGLY ATTEMPTED TO EXPAND SALES TO SPECIALTY RETAILER AND DEALER MARKETS. SIMILARLY,  THE COMPANY HAS TRADITIONALLY SOLD INFORMATION SECURITY AND

PRINT FINISHING PRODUCTS TO OFFICE PRODUCTS RETAILERS,  SPECIALTY MACHINE DEALERS AND GOVERNMENT CHANNELS. IN ADDITION TO COMPETITION FOR SALES INTO THOSE

DISTRIBUTION CHANNELS,  VENDORS ALSO MUST COMPETE IN SPORTING GOODS WITH LARGE FORMAT SPORTING GOODS STORES,  TRADITIONAL SPORTING GOODS STORES AND CHAINS,
WAREHOUSE CLUBS,  DISCOUNT STORES AND DEPARTMENT STORES,  AND IN INFORMATION SECURITY AND PRINT FINISHING PRODUCTS WITH OFFICE SUPPLY SUPERSTORES,
COMPUTER AND ELECTRONICS SUPERSTORES,  CONTRACT STATIONERS,  AND OTHERS. COMPETITION FROM ON-LINE RETAILERS MAY ALSO IMPACT SALES. SOME OF THE CURRENT

AND POTENTIAL COMPETITORS ARE LARGER THAN ESCALADE AND HAVE SUBSTANTIALLY GREATER FINANCIAL RESOURCES THAT MAY BE DEVOTED TO SOURCING,  PROMOTING AND

SELLING THEIR PRODUCTS,  AND MAY DISCOUNT PRICES MORE HEAVILY THAN THE COMPANY CAN AFFORD.
 
If the Company is unable to predict or react to changes in consumer demand, it may lose customers and sales may decline.
 
SUCCESS DEPENDS IN PART ON THE ABILITY TO ANTICIPATE AND RESPOND IN A TIMELY MANNER TO CHANGING CONSUMER DEMAND AND PREFERENCES REGARDING SPORTING

GOODS AND INFORMATION SECURITY AND PRINT FINISHING PRODUCTS. PRODUCTS MUST APPEAL TO A BROAD RANGE OF CONSUMERS WHOSE PREFERENCES CANNOT BE PREDICTED

WITH CERTAINTY AND ARE SUBJECT TO CHANGE. THE COMPANY OFTEN MAKES COMMITMENTS TO MANUFACTURE PRODUCTS MONTHS IN ADVANCE OF THE PROPOSED DELIVERY

TO CUSTOMERS. IF ESCALADE MISJUDGES THE MARKET FOR PRODUCTS,  SALES MAY DECLINE SIGNIFICANTLY.  THE COMPANY MAY HAVE TO TAKE SIGNIFICANT INVENTORY

MARKDOWNS ON UNPOPULAR PRODUCTS THAT ARE OVERPRODUCED AND/OR MISS OPPORTUNITIES FOR OTHER PRODUCTS THAT MAY RISE IN POPULARITY,  BOTH OF WHICH COULD

HAVE A NEGATIVE IMPACT ON PROFITABILITY. A MAJOR SHIFT IN CONSUMER DEMAND AWAY FROM SPORTING GOODS OR INFORMATION SECURITY AND PRINT FINISHING PRODUCTS

COULD ALSO HAVE A MATERIAL ADVERSE EFFECT ON THE COMPANY’S BUSINESS,  RESULTS OF OPERATIONS AND FINANCIAL CONDITION.
 
Quarterly operating results are subject to fluctuation.
 
OPERATING RESULTS HAVE FLUCTUATED FROM QUARTER TO QUARTER IN THE PAST,  AND THE COMPANY EXPECTS THAT THEY WILL CONTINUE TO DO SO IN THE FUTURE. EARNINGS

MAY NOT RECOVER TO HISTORICAL LEVELS AND MAY FALL SHORT OF EITHER A PRIOR FISCAL PERIOD OR MARKET EXPECTATIONS. FACTORS THAT COULD CAUSE THESE QUARTERLY

FLUCTUATIONS INCLUDE THE FOLLOWING: INTERNATIONAL,  NATIONAL AND LOCAL GENERAL ECONOMIC AND MARKET CONDITIONS;  THE SIZE AND GROWTH OF THE OVERALL

SPORTING GOODS AND INFORMATION SECURITY AND PRINT FINISHING MARKETS; INTENSE COMPETITION AMONG MANUFACTURERS,  MARKETERS,  DISTRIBUTORS AND SELLERS OF

PRODUCTS;  DEMOGRAPHIC CHANGES;  CHANGES IN CONSUMER PREFERENCES;  POPULARITY OF PARTICULAR DESIGNS,  CATEGORIES OF PRODUCTS AND SPORTS;  SEASONAL DEMAND

FOR PRODUCTS;  THE SIZE,  TIMING AND MIX OF PURCHASES OF PRODUCTS;  FLUCTUATIONS AND DIFFICULTY IN FORECASTING OPERATING RESULTS;  ABILITY TO SUSTAIN,  MANAGE

OR FORECAST GROWTH AND INVENTORIES;  NEW PRODUCT DEVELOPMENT AND INTRODUCTION;  ABILITY TO SECURE AND PROTECT TRADEMARKS,  PATENTS AND OTHER

INTELLECTUAL PROPERTY;  PERFORMANCE AND RELIABILITY OF PRODUCTS;  CUSTOMER SERVICE;  THE LOSS OF SIGNIFICANT CUSTOMERS OR SUPPLIERS;  DEPENDENCE ON

DISTRIBUTORS; BUSINESS DISRUPTIONS; INCREASED COSTS OF FREIGHT AND TRANSPORTATION TO MEET DELIVERY DEADLINES; CHANGES IN BUSINESS STRATEGY OR DEVELOPMENT

PLANS;  GENERAL RISKS ASSOCIATED WITH DOING BUSINESS OUTSIDE THE UNITED STATES,  INCLUDING,  WITHOUT LIMITATION:  EXCHANGE RATES,  IMPORT DUTIES,  TARIFFS,
QUOTAS AND POLITICAL AND ECONOMIC INSTABILITY; CHANGES IN GOVERNMENT REGULATIONS; ANY LIABILITY AND OTHER CLAIMS ASSERTED AGAINST THE COMPANY; ABILITY TO

ATTRACT AND RETAIN QUALIFIED PERSONNEL;  AND OTHER FACTORS REFERENCED OR INCORPORATED BY REFERENCE IN THIS FORM 10-K AND ANY OTHER FILINGS WITH THE

SECURITIES AND EXCHANGE COMMISSION.
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Operating results may be impacted by changes in the economy that impact business and consumer spending.
 
IN GENERAL,  THE COMPANY’S SALES DEPEND ON DISCRETIONARY SPENDING BY CONSUMERS. THE ECONOMIC DOWNTURN EXPERIENCED IN BOTH THE UNITED STATES AND THE

GLOBAL ECONOMY HAS RESULTED IN REDUCED CONSUMER DEMAND AND REDUCED SELLING PRICE AND ADVERSELY IMPACTED SALES. A CONTINUANCE OF THIS ECONOMIC

DOWNTURN COULD RESULT IN DECLINES IN REVENUES AND IMPAIR GROWTH IN 2013. SEVERELY NEGATIVE ECONOMIC CONDITIONS COULD GREATLY IMPAIR THE ABILITY AND

WILLINGNESS OF CONSUMERS TO BUY PRODUCTS. OPERATING RESULTS ARE DIRECTLY IMPACTED BY THE HEALTH OF THE NORTH AMERICAN, EUROPEAN AND ASIAN ECONOMIES.
BUSINESS AND FINANCIAL PERFORMANCE MAY BE ADVERSELY AFFECTED BY CURRENT AND FUTURE ECONOMIC CONDITIONS,  INCLUDING UNEMPLOYMENT LEVELS,  ENERGY

COSTS,  INTEREST RATES,  RECESSION,  INFLATION,  THE IMPACT OF NATURAL DISASTERS AND TERRORIST ACTIVITIES,  AND OTHER MATTERS THAT INFLUENCE BUSINESS AND

CONSUMER SPENDING.
 
If national and global financial markets do not improve, potential disruptions in the credit markets may adversely affect business, including the
availability and cost of short-term funds for liquidity requirements and ability to meet long-term commitments, which could adversely affect results
of operations, cash flows and financial condition.
 
IF INTERNAL FUNDS ARE NOT AVAILABLE FROM OPERATIONS,  THE COMPANY MAY BE REQUIRED TO RELY ON THE BANKING CREDIT AND EQUITY MARKETS TO MEET FINANCIAL

COMMITMENTS AND SHORT-TERM LIQUIDITY NEEDS. DISRUPTIONS IN THE CAPITAL AND CREDIT MARKETS COULD ADVERSELY AFFECT THE COMPANY’S ABILITY TO BORROW

PURSUANT TO ITS CREDIT AGREEMENT WITH JP MORGAN CHASE BANK, N.A. (CHASE) OR TO BORROW FROM OTHER FINANCIAL INSTITUTIONS. ACCESS TO FUNDS UNDER THE

CREDIT AGREEMENT OR PURSUANT TO ARRANGEMENTS WITH OTHER FINANCIAL INSTITUTIONS IS DEPENDENT ON CHASE'S OR OTHER FINANCIAL INSTITUTIONS' ABILITY TO MEET

FUNDING COMMITMENTS. FINANCIAL INSTITUTIONS,  INCLUDING CHASE,  MAY NOT BE ABLE TO MEET THEIR FUNDING COMMITMENTS IF THEY EXPERIENCE SHORTAGES OF CAPITAL

AND LIQUIDITY OR IF THEY EXPERIENCE HIGH VOLUMES OF BORROWING REQUESTS FROM OTHER BORROWERS WITHIN A SHORT PERIOD OF TIME. THERE CAN BE NO ASSURANCE THAT

THE COMPANY WOULD BE ABLE TO REPLACE ITS CURRENT CREDIT AGREEMENT ON FAVORABLE TERMS,  IF AT ALL,  IN THE EVENT THAT REPLACEMENT WOULD BECOME NECESSARY

OR DESIRABLE.
 
LONGER TERM DISRUPTIONS IN THE CAPITAL AND CREDIT MARKETS AS A RESULT OF UNCERTAINTY,  CHANGING OR INCREASED REGULATION,  REDUCED ALTERNATIVES OR FAILURES

OF SIGNIFICANT FINANCIAL INSTITUTIONS COULD ADVERSELY AFFECT ACCESS TO THE LIQUIDITY NEEDED FOR BUSINESS. ANY DISRUPTION COULD REQUIRE THE COMPANY TO TAKE

MEASURES TO CONSERVE CASH UNTIL THE MARKETS STABILIZE OR UNTIL ALTERNATIVE CREDIT ARRANGEMENTS OR OTHER FUNDING FOR OUR BUSINESS NEEDS CAN BE ARRANGED.
SUCH MEASURES COULD INCLUDE DEFERRING CAPITAL EXPENDITURES AND REDUCING OR ELIMINATING FUTURE SHARE REPURCHASES,  DIVIDEND PAYMENTS OR OTHER

DISCRETIONARY USES OF CASH.
 
Current financial conditions in the United States and globally may have significant effects on customers and suppliers that would result in
material adverse effects on business, operating results and stock price.
 
CURRENT FINANCIAL CONDITIONS IN THE UNITED STATES AND GLOBALLY AND CONCERN THAT THE WORLDWIDE ECONOMY MAY ENTER INTO A PROLONGED RECESSIONARY PERIOD

MAY MATERIALLY ADVERSELY AFFECT CUSTOMERS' ACCESS TO CAPITAL OR WILLINGNESS TO SPEND CAPITAL ON PRODUCTS AND/OR THEIR LEVELS OF CASH LIQUIDITY WITH WHICH TO

PAY FOR PRODUCTS THAT THEY WILL ORDER OR HAVE ALREADY ORDERED FROM THE COMPANY. IN ADDITION,  CURRENT FINANCIAL CONDITIONS MAY MATERIALLY ADVERSELY

AFFECT SUPPLIERS'  ACCESS TO CAPITAL AND LIQUIDITY WITH WHICH TO MAINTAIN THEIR INVENTORIES,  PRODUCTION LEVELS AND/OR PRODUCT QUALITY COULD CAUSE THEM TO

RAISE PRICES,  LOWER PRODUCTION LEVELS OR RESULT IN THEIR CEASING OPERATIONS. CONTINUING ADVERSE ECONOMIC CONDITIONS IN THE COMPANY’S MARKETS WOULD ALSO

LIKELY NEGATIVELY IMPACT BUSINESS,  WHICH COULD RESULT IN: (1) REDUCED DEMAND FOR PRODUCTS; (2) INCREASED PRICE COMPETITION FOR PRODUCTS; (3) INCREASED RISK

OF EXCESS OR OBSOLETE INVENTORIES; (4) INCREASED RISK OF COLLECTABILITY OF CASH FROM CUSTOMERS; (5) INCREASED RISK IN POTENTIAL RESERVES FOR DOUBTFUL

ACCOUNTS AND WRITE-OFFS OF ACCOUNTS RECEIVABLE; (6) REDUCED REVENUES; AND (7) HIGHER OPERATING COSTS AS A PERCENTAGE OF REVENUES.
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ALL OF THE FOREGOING POTENTIAL CONSEQUENCES OF CURRENT FINANCIAL CONDITIONS ARE DIFFICULT TO FORECAST AND MITIGATE. AS A CONSEQUENCE,  OPERATING RESULTS

FOR A PARTICULAR PERIOD ARE DIFFICULT TO PREDICT,  AND,  THEREFORE,  PRIOR RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RESULTS TO BE EXPECTED IN FUTURE

PERIODS. ANY OF THE FOREGOING EFFECTS COULD HAVE A MATERIAL ADVERSE EFFECT ON THE COMPANY’S BUSINESS,  RESULTS OF OPERATIONS AND FINANCIAL CONDITION AND

COULD ADVERSELY AFFECT STOCK PRICE.
 
Negative economic conditions could prevent the Company from accurately forecasting demand for its products which could adversely affect its
operating results or market share.
 
THE CURRENT NEGATIVE ECONOMIC CONDITIONS AND MARKET INSTABILITY IN THE UNITED STATES AND GLOBALLY MAKES IT INCREASINGLY DIFFICULT FOR THE COMPANY,
CUSTOMERS AND SUPPLIERS TO ACCURATELY FORECAST FUTURE PRODUCT DEMAND TRENDS,  WHICH COULD CAUSE THE COMPANY TO PRODUCE EXCESS PRODUCTS THAT CAN

INCREASE INVENTORY CARRYING COSTS AND RESULT IN OBSOLETE INVENTORY. ALTERNATIVELY,  THIS FORECASTING DIFFICULTY COULD CAUSE A SHORTAGE OF PRODUCTS,  OR

MATERIALS USED IN PRODUCTS,  THAT COULD RESULT IN AN INABILITY TO SATISFY DEMAND FOR PRODUCTS AND A LOSS OF MARKET SHARE.
 
The Company may pursue strategic acquisitions, which could have an adverse impact on its business.
 
IN THE PAST,  THE COMPANY HAS MADE ACQUISITIONS OF COMPLEMENTARY COMPANIES OR BUSINESSES,  WHICH HAVE BEEN PART OF THE STRATEGIC PLAN AND MAY CONTINUE TO

PURSUE ACQUISITIONS IN THE FUTURE FROM TIME TO TIME. ACQUISITIONS MAY RESULT IN DIFFICULTIES IN ASSIMILATING ACQUIRED COMPANIES,  AND MAY RESULT IN THE

DIVERSION OF CAPITAL AND MANAGEMENT’S ATTENTION FROM OTHER BUSINESS ISSUES AND OPPORTUNITIES. THE COMPANY MAY NOT BE ABLE TO SUCCESSFULLY INTEGRATE

OPERATIONS THAT IT ACQUIRES,  INCLUDING PERSONNEL,  FINANCIAL SYSTEMS,  DISTRIBUTION,  AND OPERATING PROCEDURES. IF THE COMPANY FAILS TO SUCCESSFULLY INTEGRATE

ACQUISITIONS,  THE COMPANY’S BUSINESS COULD SUFFER. IN ADDITION,  THE INTEGRATION OF ANY ACQUIRED BUSINESS,  AND ITS FINANCIAL RESULTS,  MAY ADVERSELY AFFECT

OPERATING RESULTS. ESCALADE WILL CONSIDER ACQUISITIONS IN THE FUTURE,  BUT THE COMPANY CURRENTLY DOES NOT HAVE ANY AGREEMENTS WITH RESPECT TO ANY SUCH

ACQUISITIONS.
 
Growth may strain resources, which could adversely affect the Company’s business and financial performance.
 
BOTH THE SPORTING GOODS AND INFORMATION SECURITY AND PRINT FINISHING BUSINESSES HAVE GROWN IN THE PAST THROUGH STRATEGIC ACQUISITIONS. GROWTH PLACES

ADDITIONAL DEMANDS ON MANAGEMENT AND OPERATIONAL SYSTEMS. IF THE COMPANY IS NOT SUCCESSFUL IN CONTINUING TO SUPPORT OPERATIONAL AND FINANCIAL

SYSTEMS,  EXPANDING THE MANAGEMENT TEAM AND INCREASING AND EFFECTIVELY MANAGING CUSTOMERS AND SUPPLIERS,  GROWTH MAY RESULT IN OPERATIONAL

INEFFICIENCIES AND INEFFECTIVE MANAGEMENT OF THE COMPANY’S BUSINESS,  WHICH COULD ADVERSELY AFFECT ITS BUSINESS AND FINANCIAL PERFORMANCE.
 
The Company’s ability to expand business will be dependent upon the availability of adequate capital.
 
THE RATE OF EXPANSION WILL ALSO DEPEND ON THE AVAILABILITY OF ADEQUATE CAPITAL,  WHICH IN TURN WILL DEPEND IN LARGE PART ON CASH FLOW GENERATED BY THE

BUSINESS AND THE AVAILABILITY OF EQUITY AND DEBT CAPITAL. ESCALADE CAN MAKE NO ASSURANCES THAT IT WILL BE ABLE TO OBTAIN EQUITY OR DEBT CAPITAL ON

ACCEPTABLE TERMS OR AT ALL,  ESPECIALLY CONSIDERING THE CURRENT DISRUPTIONS IN THE CREDIT MARKETS.
 
Failure to improve operational efficiency and reduce administrative costs could have a material adverse effect on the Company’s liquidity, financial
position and results of operations.
     
THE COMPANY’S ABILITY TO IMPROVE PROFIT MARGINS IS LARGELY DEPENDENT ON THE SUCCESS OF ON-GOING INITIATIVES TO STREAMLINE INFRASTRUCTURE,  IMPROVE

OPERATIONAL EFFICIENCY AND THE REDUCTION OF ADMINISTRATIVE COSTS IN CERTAIN SEGMENTS OF THE COMPANY. FAILURE TO CONTINUE TO IMPLEMENT THESE INITIATIVES

SUCCESSFULLY,  OR THE FAILURE OF SUCH INITIATIVES TO RESULT IN IMPROVED PROFITABILITY,  COULD HAVE A MATERIAL ADVERSE EFFECT ON THE COMPANY’S LIQUIDITY,  RESULTS

OF OPERATIONS AND FINANCIAL POSITION.
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The Company’s business may be adversely affected by the actions of and risks associated with third-party suppliers.
 
THE RAW MATERIALS THAT THE COMPANY PURCHASES FOR MANUFACTURING OPERATIONS AND MANY OF THE PRODUCTS THAT IT SELLS ARE SOURCED FROM A WIDE VARIETY OF

THIRD-PARTY SUPPLIERS.  THE COMPANY CANNOT CONTROL THE SUPPLY,  DESIGN,  FUNCTION OR COST OF MANY OF THE PRODUCTS THAT ARE OFFERED FOR SALE AND ARE

DEPENDENT ON THE AVAILABILITY AND PRICING OF KEY MATERIALS AND PRODUCTS. DISRUPTIONS IN THE AVAILABILITY OF RAW MATERIALS USED IN PRODUCTION OF THESE

PRODUCTS MAY ADVERSELY AFFECT SALES AND RESULT IN CUSTOMER DISSATISFACTION. IN ADDITION,  GLOBAL SOURCING OF MANY OF THE PRODUCTS SOLD IS AN IMPORTANT

FACTOR IN THE COMPANY’S FINANCIAL PERFORMANCE.  THE ABILITY TO FIND QUALIFIED SUPPLIERS AND TO ACCESS PRODUCTS IN A TIMELY AND EFFICIENT MANNER IS A

SIGNIFICANT CHALLENGE,  ESPECIALLY WITH RESPECT TO GOODS SOURCED OUTSIDE THE UNITED STATES.  POLITICAL INSTABILITY,  FINANCIAL INSTABILITY OF SUPPLIERS,
MERCHANDISE QUALITY ISSUES,  TRADE RESTRICTIONS,  TARIFFS,  CURRENCY EXCHANGE RATES,  TRANSPORT CAPACITY AND COSTS,  INFLATION AND OTHER FACTORS RELATING TO

FOREIGN TRADE ARE BEYOND THE COMPANY’S CONTROL.
 
HISTORICALLY,  INSTABILITY IN THE POLITICAL AND ECONOMIC ENVIRONMENTS OF THE COUNTRIES IN WHICH THE COMPANY OR ITS SUPPLIERS OBTAIN PRODUCTS AND RAW

MATERIALS HAS NOT HAD A MATERIAL ADVERSE EFFECT ON OPERATIONS. HOWEVER,  THE COMPANY CANNOT PREDICT THE EFFECT THAT FUTURE CHANGES IN ECONOMIC OR

POLITICAL CONDITIONS IN SUCH FOREIGN COUNTRIES MAY HAVE ON OPERATIONS. IN THE EVENT OF DISRUPTIONS OR DELAYS IN SUPPLY DUE TO ECONOMIC OR POLITICAL CONDITIONS

IN FOREIGN COUNTRIES,  SUCH DISRUPTIONS OR DELAYS COULD ADVERSELY AFFECT RESULTS OF OPERATIONS UNLESS AND UNTIL ALTERNATIVE SUPPLY ARRANGEMENTS COULD BE

MADE. IN ADDITION,  PRODUCTS AND MATERIALS PURCHASED FROM ALTERNATIVE SOURCES MAY BE OF LESSER QUALITY OR MORE EXPENSIVE THAN THE PRODUCTS AND

MATERIALS CURRENTLY PURCHASED ABROAD.
 
Deterioration in relationships with suppliers or in the financial condition of suppliers could adversely affect liquidity, results of operations and
financial position.
 
ACCESS TO MATERIALS,  PARTS AND SUPPLIES IS DEPENDENT UPON CLOSE RELATIONSHIPS WITH SUPPLIERS AND THE ABILITY TO PURCHASE PRODUCTS FROM THE PRINCIPAL

SUPPLIERS ON COMPETITIVE TERMS. THE COMPANY DOES NOT ENTER INTO LONG-TERM SUPPLY CONTRACTS WITH THESE SUPPLIERS,  AND HAS NO CURRENT PLANS TO DO SO IN THE

FUTURE. THESE SUPPLIERS ARE NOT REQUIRED TO SELL TO THE COMPANY AND ARE FREE TO CHANGE THE PRICES AND OTHER TERMS. ANY DETERIORATION OR CHANGE IN THE

RELATIONSHIPS WITH OR IN THE FINANCIAL CONDITION OF THE COMPANY’S SIGNIFICANT SUPPLIERS COULD HAVE AN ADVERSE IMPACT ON ITS ABILITY TO PROCURE MATERIALS AND

PARTS NECESSARY TO PRODUCE PRODUCTS FOR SALE AND DISTRIBUTION. IF ANY OF THE SIGNIFICANT SUPPLIERS TERMINATED OR SIGNIFICANTLY CURTAILED ITS RELATIONSHIP

WITH THE COMPANY OR CEASED OPERATIONS,  THE COMPANY WOULD BE FORCED TO EXPAND RELATIONSHIPS WITH OTHER SUPPLIERS,  SEEK OUT NEW RELATIONSHIPS WITH NEW

SUPPLIERS OR RISK A LOSS IN MARKET SHARE DUE TO DIMINISHED PRODUCT OFFERINGS AND AVAILABILITY. ANY CHANGE IN ONE OR MORE OF THESE SUPPLIERS’ WILLINGNESS OR

ABILITY TO CONTINUE TO SUPPLY THE COMPANY WITH THEIR PRODUCTS COULD HAVE AN ADVERSE IMPACT ON THE COMPANY’S LIQUIDITY,  RESULTS OF OPERATIONS AND FINANCIAL

POSITION.
 
Escalade may be subject to product warranty claims that require the replacement or repair of the product sold. Such warranty claims could
adversely affect Escalade’s financial position and relationships with its customers.
 
THE COMPANY MANUFACTURES AND/OR DISTRIBUTES A VARIETY OF PRODUCTS IN BOTH ITS SPORTING GOODS AND INFORMATION SECURITY AND PRINT FINISHING BUSINESS

SEGMENTS. FROM TIME TO TIME,  SUCH PRODUCTS MAY CONTAIN MANUFACTURING DEFECTS OR DESIGN FLAWS THAT ARE NOT DETECTED PRIOR TO SALE,  PARTICULARLY AS TO

NEW PRODUCT INTRODUCTIONS OR UPON DESIGN CHANGES TO EXISTING PRODUCTS. THE FAILURE TO IDENTIFY AND CORRECT MANUFACTURING DEFECTS AND PRODUCT DESIGN

ISSUES PRIOR TO THE SALE OF THOSE PRODUCTS COULD RESULT IN PRODUCT WARRANTY CLAIMS THAT RESULT IN COSTS TO REPLACE OR REPAIR ANY SUCH DEFECTIVE PRODUCTS.
BECAUSE MANY OF THE COMPANY’S PRODUCTS ARE SOLD TO RETAILERS FOR BROAD CONSUMER DISTRIBUTION AND/OR TO CUSTOMERS WHO BUY IN LARGE QUANTITIES,  THE

COSTS ASSOCIATED WITH PRODUCT WARRANTY CLAIMS COULD HAVE A MATERIAL ADVERSE EFFECT ON THE COMPANY’S RESULTS OF OPERATIONS AND FINANCIAL POSITION.
PRODUCT WARRANTY CLAIMS ALSO COULD CAUSE CUSTOMER DISSATISFACTION THAT MAY HAVE A MATERIAL ADVERSE EFFECT ON THE COMPANY’S REPUTATION AND ON THE

COMPANY’S RELATIONSHIPS WITH ITS CUSTOMERS,  WHICH MAY RESULT IN LOST OR REDUCED SALES.
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Escalade may be subject to product liability claims and the Company’s insurance may not be sufficient to cover damages related to those claims.
     
THE COMPANY MAY BE SUBJECT TO LAWSUITS RESULTING FROM INJURIES ASSOCIATED WITH THE USE OF SPORTING GOODS EQUIPMENT AND INFORMATION SECURITY AND PRINT

FINISHING PRODUCTS THAT IT SELLS.  THE COMPANY MAY INCUR LOSSES RELATING TO THESE CLAIMS OR THE DEFENSE OF THESE CLAIMS.  THERE IS A RISK THAT CLAIMS OR

LIABILITIES WILL EXCEED THE COMPANY’S INSURANCE COVERAGE. IN ADDITION,  THE COMPANY MAY BE UNABLE TO RETAIN ADEQUATE LIABILITY INSURANCE IN THE FUTURE.
FURTHER,  THE COMPANY IS SUBJECT TO REGULATION BY THE CONSUMER PRODUCT SAFETY COMMISSION AND SIMILAR STATE REGULATORY AGENCIES. IF THE COMPANY FAILS

TO COMPLY WITH GOVERNMENT AND INDUSTRY SAFETY STANDARDS,  IT MAY BE SUBJECT TO CLAIMS,  LAWSUITS,  FINES,  PRODUCT RECALLS AND ADVERSE PUBLICITY THAT COULD

HAVE A MATERIAL ADVERSE EFFECT ON THE COMPANY’S BUSINESS,  RESULTS OF OPERATIONS AND FINANCIAL CONDITION.
 
Intellectual property rights are valuable, and any inability to protect them could reduce the value of products.
 
THE COMPANY OBTAINS PATENTS,  TRADEMARKS AND COPYRIGHTS FOR INTELLECTUAL PROPERTY,  WHICH REPRESENT IMPORTANT ASSETS TO THE COMPANY. IF THE COMPANY

FAILS TO ADEQUATELY PROTECT INTELLECTUAL PROPERTY THROUGH PATENTS,  TRADEMARKS AND COPYRIGHTS,  ITS INTELLECTUAL PROPERTY RIGHTS MAY BE MISAPPROPRIATED BY

OTHERS,  INVALIDATED OR CHALLENGED,  AND OUR COMPETITORS COULD DUPLICATE THE COMPANY’S PRODUCTS OR MAY OTHERWISE LIMIT ANY COMPETITIVE DESIGN OR

MANUFACTURING ADVANTAGES. THE COMPANY BELIEVES THAT SUCCESS IS LIKELY TO DEPEND UPON CONTINUED INNOVATION,  TECHNICAL EXPERTISE,  MARKETING SKILLS AND

CUSTOMER SUPPORT AND SERVICES RATHER THAN ON LEGAL PROTECTION OF INTELLECTUAL PROPERTY RIGHTS. HOWEVER,  THE COMPANY INTENDS TO AGGRESSIVELY ASSERT ITS

INTELLECTUAL PROPERTY RIGHTS WHEN NECESSARY.
 
The Company is subject to risks associated with laws and regulations related to health, safety and environmental protection.
 
PRODUCTS,  AND THE PRODUCTION AND DISTRIBUTION OF PRODUCTS,  ARE SUBJECT TO A VARIETY OF LAWS AND REGULATIONS RELATING TO HEALTH,  SAFETY AND

ENVIRONMENTAL PROTECTION. LAWS AND REGULATIONS RELATING TO HEALTH,  SAFETY AND ENVIRONMENTAL PROTECTION HAVE BEEN PASSED IN SEVERAL JURISDICTIONS IN WHICH

THE COMPANY OPERATES IN THE UNITED STATES AND ABROAD. ALTHOUGH THE COMPANY DOES NOT ANTICIPATE ANY MATERIAL ADVERSE EFFECTS BASED ON THE NATURE OF

OPERATIONS AND THE THRUST OF SUCH LAWS,  THERE IS NO ASSURANCE SUCH EXISTING LAWS OR FUTURE LAWS WILL NOT HAVE A MATERIAL ADVERSE EFFECT ON THE

COMPANY’S BUSINESS,  RESULTS OF OPERATIONS AND FINANCIAL CONDITION.
 
International operations expose the Company to the unique risks inherent in foreign operations.
 
THE COMPANY HAS OPERATIONS IN MEXICO, EUROPE, S. AFRICA AND ASIA. FOREIGN OPERATIONS ENCOUNTER RISKS SIMILAR TO THOSE FACED BY U.S. OPERATIONS,  AS WELL

AS RISKS INHERENT IN FOREIGN OPERATIONS,  SUCH AS LOCAL CUSTOMS AND REGULATORY CONSTRAINTS,  CONTROL OVER PRODUCT QUALITY AND CONTENT,  FOREIGN TRADE

POLICIES,  COMPETITIVE CONDITIONS,  FOREIGN CURRENCY FLUCTUATIONS AND UNSTABLE POLITICAL AND ECONOMIC CONDITIONS.  THE COMPANY’S INTERNATIONAL OPERATIONS

HEADQUARTERED IN GERMANY AND ITS BUSINESS RELATIONSHIPS IN ASIA FURTHER INCREASE ITS EXPOSURE TO THESE FOREIGN OPERATING RISKS,  WHICH COULD HAVE AN

ADVERSE IMPACT ON THE COMPANY’S INTERNATIONAL INCOME AND WORLDWIDE PROFITABILITY.
 
The Company could be adversely affected by changes in currency exchange rates and/or the value of the United States dollar.
 
THE COMPANY IS EXPOSED TO RISKS RELATED TO THE EFFECTS OF CHANGES IN FOREIGN CURRENCY EXCHANGE RATES AND THE VALUE OF THE UNITED STATES DOLLAR.
CHANGES IN CURRENCY EXCHANGE RATES AND THE VALUE OF THE UNITED STATES DOLLAR CAN HAVE A SIGNIFICANT IMPACT ON EARNINGS FROM INTERNATIONAL OPERATIONS.
WHILE THE COMPANY CAREFULLY WATCHES FLUCTUATIONS IN CURRENCY EXCHANGE RATES,  THESE TYPES OF CHANGES CAN HAVE MATERIAL ADVERSE EFFECTS ON THE

COMPANY’S BUSINESS,  RESULTS OF OPERATIONS AND FINANCIAL CONDITION.
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Failure to improve and maintain the quality of internal controls over financial reporting could materially and adversely affect the ability to provide
timely and accurate financial information, which could harm the Company’s reputation and share price.
 
MANAGEMENT IS RESPONSIBLE FOR ESTABLISHING AND MAINTAINING ADEQUATE INTERNAL CONTROLS OVER FINANCIAL REPORTING FOR THE COMPANY TO PROVIDE REASONABLE

ASSURANCE REGARDING THE RELIABILITY OF FINANCIAL REPORTING AND THE PREPARATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH GENERALLY ACCEPTED ACCOUNTING

PRINCIPLES. MANAGEMENT CANNOT BE CERTAIN THAT WEAKNESSES AND DEFICIENCIES IN INTERNAL CONTROLS WILL NOT ARISE OR BE IDENTIFIED OR THAT THE COMPANY WILL BE

ABLE TO CORRECT AND MAINTAIN ADEQUATE CONTROLS OVER FINANCIAL PROCESSES AND REPORTING IN THE FUTURE. ANY FAILURE TO MAINTAIN ADEQUATE CONTROLS OR TO

ADEQUATELY IMPLEMENT REQUIRED NEW OR IMPROVED CONTROLS COULD HARM OPERATING RESULTS OR CAUSE FAILURE TO MEET REPORTING OBLIGATIONS IN A TIMELY AND

ACCURATE MANNER. INEFFECTIVE INTERNAL CONTROLS OVER FINANCIAL REPORTING COULD ALSO CAUSE INVESTORS TO LOSE CONFIDENCE IN REPORTED FINANCIAL INFORMATION,
WHICH COULD ADVERSELY AFFECT THE TRADING PRICE OF THE COMPANY’S COMMON STOCK.
 
DISCLOSURE CONTROLS AND PROCEDURES ARE DESIGNED TO PROVIDE REASONABLE ASSURANCE OF ACHIEVING THEIR OBJECTIVES. HOWEVER,  MANAGEMENT,  INCLUDING THE

CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER,  DOES NOT EXPECT THAT DISCLOSURE CONTROLS AND PROCEDURES WILL PREVENT ALL ERRORS AND ALL FRAUD. A
CONTROL SYSTEM,  NO MATTER HOW WELL CONCEIVED AND OPERATED,  CAN PROVIDE ONLY REASONABLE,  NOT ABSOLUTE,  ASSURANCE THAT THE OBJECTIVES OF THE CONTROL

SYSTEM ARE MET. FURTHER,  THE DESIGN OF A CONTROL SYSTEM MUST REFLECT THE FACT THAT THERE ARE RESOURCE CONSTRAINTS,  AND THE BENEFITS OF CONTROLS MUST

BE CONSIDERED RELATIVE TO THEIR COSTS. BECAUSE OF INHERENT LIMITATIONS IN ALL CONTROL SYSTEMS,  NO EVALUATION OF CONTROLS CAN PROVIDE ABSOLUTE ASSURANCE

THAT ALL CONTROL ISSUES AND INSTANCES OF FRAUD,  IF ANY,  HAVE BEEN DETECTED.
 
Failure to effectively implement the Company’s global integrated information system could cause incorrect information or delays in getting
information which could adversely affect the performance of the Company.
 
THE COMPANY IS IN THE PROCESS OF CONVERTING ITS U.S. ENTERPRISE RISK PLANNING (ERP) SYSTEMS FROM LEGACY SYSTEMS TO EPICOR.  THE MARTIN YALE NORTH

AMERICA LOCATION WAS CONVERTED AT THE BEGINNING OF 2011; THE ESCALADE SPORTS NORTH CAROLINA LOCATION AT THE BEGINNING OF 2012 AND THE MARTIN YALE

INTERNATIONAL, GERMANY LOCATION AT THE BEGINNING OF THE THIRD QUARTER OF 2012. THE COMPANY INTENDS TO COMPLETE THE CONVERSION OF ITS REMAINING SPORTS

SITES OVER THE NEXT TWO YEARS. THERE CAN BE NO ASSURANCE THE COMPANY WILL HAVE THE NECESSARY FUNDS OR THE STAFF TO FULLY AVAIL ITSELF OF THE CONTROL

FEATURES INHERENT IN THE SYSTEM DESIGN.  WITHOUT SUCH UTILITY,  THE COMPANY MANAGEMENT IS FACED WITH CUMBERSOME AND TIME CONSUMING EFFORTS TO

MANUALLY CONSOLIDATE ITS FINANCIAL INFORMATION.
 
The preparation of the Company’s financial statements requires the use of estimates that may vary from actual results.
 
THE PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS IN CONFORMITY WITH ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNITED STATES REQUIRES

MANAGEMENT TO MAKE SIGNIFICANT ESTIMATES THAT MAY AFFECT FINANCIAL STATEMENTS. DUE TO THE INHERENT NATURE OF MAKING ESTIMATES,  ACTUAL RESULTS MAY

VARY SUBSTANTIALLY FROM SUCH ESTIMATES,  WHICH COULD MATERIALLY ADVERSELY AFFECT THE COMPANY’S BUSINESS,  RESULTS OF OPERATIONS AND FINANCIAL CONDITION.
FOR MORE INFORMATION ON THE COMPANY’S CRITICAL ACCOUNTING ESTIMATES,  PLEASE SEE THE CRITICAL ACCOUNTING ESTIMATES SECTION OF THIS FORM 10-K.
 
Changes in accounting standards could impact reported earnings and financial condition.
 
THE ACCOUNTING STANDARD SETTERS,  INCLUDING THE FINANCIAL ACCOUNTING STANDARDS BOARD,  THE INTERNATIONAL ACCOUNTING STANDARDS BOARD,  THE SECURITIES

AND EXCHANGE COMMISSION AND THE PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD,  PERIODICALLY CHANGE THE FINANCIAL ACCOUNTING AND REPORTING STANDARDS

THAT GOVERN THE PREPARATION OF THE COMPANY’S CONSOLIDATED FINANCIAL STATEMENTS.  THESE CHANGES CAN BE HARD TO PREDICT AND APPLY AND CAN MATERIALLY

AFFECT HOW THE COMPANY RECORDS AND REPORTS ITS FINANCIAL CONDITION AND RESULTS OF OPERATIONS. IN SOME CASES,  THE COMPANY COULD BE REQUIRED TO APPLY A

NEW OR REVISED STANDARD RETROSPECTIVELY,  WHICH MAY RESULT IN THE RESTATEMENT OF PRIOR PERIOD FINANCIAL STATEMENTS.
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Effective tax rate may fluctuate.
 
THE COMPANY IS A MULTI-NATIONAL,  MULTI-CHANNEL PROVIDER OF SPORTING GOODS AND INFORMATION SECURITY AND PRINT FINISHING PRODUCTS. AS A RESULT,  THE

COMPANY’S EFFECTIVE TAX RATE IS DERIVED FROM A COMBINATION OF APPLICABLE TAX RATES IN THE VARIOUS COUNTRIES,  STATES AND OTHER JURISDICTIONS IN WHICH THE

COMPANY OPERATES. THE EFFECTIVE TAX RATE MAY BE LOWER OR HIGHER THAN ITS TAX RATES HAVE BEEN IN THE PAST DUE TO NUMEROUS FACTORS,  INCLUDING THE SOURCES

OF INCOME,  ANY AGREEMENT WITH TAXING AUTHORITIES IN VARIOUS JURISDICTIONS,  THE TAX FILING POSITIONS TAKEN IN VARIOUS JURISDICTIONS AND CHANGES IN THE POLITICAL

ENVIRONMENT IN THE JURISDICTIONS IN WHICH THE COMPANY OPERATES. THE COMPANY BASES ESTIMATES OF AN EFFECTIVE TAX RATE AT ANY GIVEN POINT IN TIME UPON A

CALCULATED MIX OF THE TAX RATES APPLICABLE TO THE COMPANY AND TO ESTIMATES OF THE AMOUNT OF BUSINESS LIKELY TO BE DONE IN ANY GIVEN JURISDICTION. THE LOSS

OF ONE OR MORE AGREEMENTS WITH TAXING JURISDICTIONS,  A CHANGE IN THE MIX OF BUSINESS FROM YEAR TO YEAR AND FROM COUNTRY TO COUNTRY,  CHANGES IN RULES

RELATED TO ACCOUNTING FOR INCOME TAXES,  CHANGES IN TAX LAWS AND ANY OF THE MULTIPLE JURISDICTIONS IN WHICH THE COMPANY OPERATES,  OR ADVERSE OUTCOMES

FROM TAX AUDITS THAT THE COMPANY MAY BE SUBJECT TO IN ANY OF THE JURISDICTIONS IN WHICH THE COMPANY OPERATES,  COULD RESULT IN AN UNFAVORABLE CHANGE IN

THE EFFECTIVE TAX RATE WHICH COULD HAVE AN ADVERSE EFFECT ON THE COMPANY’S BUSINESS AND RESULTS OF OPERATIONS.
 
The market price of Escalade’s common stock is likely to be highly volatile as the stock market in general can be highly volatile.
 
THE PUBLIC TRADING OF ESCALADE’S COMMON STOCK IS BASED ON MANY FACTORS,  WHICH COULD CAUSE FLUCTUATION IN THE COMPANY’S STOCK PRICE. THESE FACTORS MAY

INCLUDE,  AMONG OTHER THINGS:
 

· GENERAL ECONOMIC AND MARKET CONDITIONS;
· ACTUAL OR ANTICIPATED VARIATIONS IN QUARTERLY OPERATING RESULTS;
· LACK OF RESEARCH COVERAGE BY SECURITIES ANALYSTS;
· RELATIVELY LOW MARKET CAPITALIZATION RESULTING IN LOW TRADING VOLUME IN THE COMPANY’S STOCK;
· IF SECURITIES ANALYSTS PROVIDE COVERAGE,  OUR INABILITY TO MEET OR EXCEED SECURITIES ANALYSTS' ESTIMATES OR EXPECTATIONS;
· CONDITIONS OR TRENDS IN THE COMPANY’S INDUSTRIES;
· CHANGES IN THE MARKET VALUATIONS OF OTHER COMPANIES IN THE COMPANY’S INDUSTRIES;
· ANNOUNCEMENTS BY THE COMPANY OR THE COMPANY’S COMPETITORS OF SIGNIFICANT ACQUISITIONS,  STRATEGIC PARTNERSHIPS,  DIVESTITURES,  JOINT VENTURES OR

OTHER STRATEGIC INITIATIVES;
· CAPITAL COMMITMENTS;
· ADDITIONS OR DEPARTURES OF KEY PERSONNEL;
· SALES AND REPURCHASES OF THE COMPANY’S COMMON STOCK; AND

· THE ABILITY TO MAINTAIN LISTING OF THE COMPANY’S COMMON STOCK ON THE NASDAQ GLOBAL MARKET.
 
MANY OF THESE FACTORS ARE BEYOND THE COMPANY’S CONTROL.  THESE FACTORS MAY CAUSE THE MARKET PRICE OF THE COMPANY’S COMMON STOCK TO DECLINE,
REGARDLESS OF OPERATING PERFORMANCE.
 
If we are unable to pay quarterly dividends at intended levels, our reputation and stock price may be harmed.
 
OUR QUARTERLY CASH DIVIDEND IS CURRENTLY $0.08 PER COMMON SHARE.  THE DIVIDEND PROGRAM REQUIRES THE USE OF A MODEST PORTION OF OUR CASH FLOW. OUR

ABILITY TO PAY DIVIDENDS WILL DEPEND ON OUR ABILITY TO GENERATE SUFFICIENT CASH FLOWS FROM OPERATIONS IN THE FUTURE. THIS ABILITY MAY BE SUBJECT TO CERTAIN

ECONOMIC,  FINANCIAL,  COMPETITIVE AND OTHER FACTORS THAT ARE BEYOND OUR CONTROL. OUR BOARD OF DIRECTORS (“BOARD”) MAY,  AT ITS DISCRETION,  DECREASE THE

INTENDED LEVEL OF DIVIDENDS OR ENTIRELY DISCONTINUE THE PAYMENT OF DIVIDENDS AT ANY TIME. ANY FAILURE TO PAY DIVIDENDS AFTER WE HAVE ANNOUNCED OUR

INTENTION TO DO SO MAY NEGATIVELY IMPACT OUR REPUTATION,  INVESTOR CONFIDENCE IN US AND NEGATIVELY IMPACT OUR STOCK PRICE.
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Information security may be compromised.
 
THROUGH SALES AND MARKETING ACTIVITIES,  THE COMPANY COLLECTS AND STORES CERTAIN INFORMATION THAT CUSTOMERS PROVIDE TO PURCHASE PRODUCTS OR SERVICES OR

OTHERWISE COMMUNICATE AND INTERACT WITH THE COMPANY. DESPITE INSTITUTED SAFEGUARDS FOR THE PROTECTION OF SUCH INFORMATION,  THE COMPANY CANNOT BE

CERTAIN THAT ALL OF ITS SYSTEMS ARE ENTIRELY FREE FROM VULNERABILITY TO ATTACK. COMPUTER HACKERS MAY ATTEMPT TO PENETRATE THE COMPANY’S NETWORK

SECURITY AND,  IF SUCCESSFUL,  MISAPPROPRIATE CONFIDENTIAL CUSTOMER OR BUSINESS INFORMATION. IN ADDITION,  AN EMPLOYEE,  A CONTRACTOR OR OTHER THIRD PARTY

WITH WHOM THE COMPANY DOES BUSINESS MAY ATTEMPT TO CIRCUMVENT THE COMPANY’S SECURITY MEASURES IN ORDER TO OBTAIN SUCH INFORMATION OR INADVERTENTLY

CAUSE A BREACH INVOLVING SUCH INFORMATION. LOSS OF CUSTOMER OR BUSINESS INFORMATION COULD DISRUPT OPERATIONS,  DAMAGE THE COMPANY’S REPUTATION,  AND

EXPOSE THE COMPANY TO CLAIMS FROM CUSTOMERS,  FINANCIAL INSTITUTIONS,  PAYMENT CARD ASSOCIATIONS AND OTHER PERSONS,  ANY OF WHICH COULD HAVE AN ADVERSE

EFFECT ON THE COMPANY’S BUSINESS,  RESULTS OF OPERATIONS AND FINANCIAL CONDITION. IN ADDITION,  COMPLIANCE WITH TOUGHER PRIVACY AND INFORMATION SECURITY

LAWS AND STANDARDS MAY RESULT IN SIGNIFICANT EXPENSE DUE TO INCREASED INVESTMENT IN TECHNOLOGY AND THE DEVELOPMENT OF NEW OPERATIONAL PROCESSES.
 
Terrorist attacks or acts of war may seriously harm the Company’s business.
 
AMONG THE CHIEF UNCERTAINTIES FACING THE NATION AND THE WORLD AND,  AS A RESULT,  THE BUSINESS IS THE INSTABILITY AND CONFLICT IN THE MIDDLE EAST.
OBVIOUSLY,  NO ONE CAN PREDICT WITH CERTAINTY WHAT THE OVERALL ECONOMIC IMPACT WILL BE AS A RESULT OF THESE CIRCUMSTANCES. TERRORIST ATTACKS MAY CAUSE

DAMAGE OR DISRUPTION TO THE COMPANY,  EMPLOYEES,  FACILITIES AND CUSTOMERS,  WHICH COULD SIGNIFICANTLY IMPACT NET SALES,  COSTS AND EXPENSES AND FINANCIAL

CONDITION. THE POTENTIAL FOR FUTURE TERRORIST ATTACKS,  THE NATIONAL AND INTERNATIONAL RESPONSES TO TERRORIST ATTACKS,  AND OTHER ACTS OF WAR AND HOSTILITY

MAY CAUSE GREATER UNCERTAINTY AND CAUSE BUSINESS TO SUFFER IN WAYS THE COMPANY CURRENTLY CANNOT PREDICT.
 
These risks are not exhaustive.
 
OTHER SECTIONS OF THIS FORM 10-K MAY INCLUDE ADDITIONAL FACTORS WHICH COULD ADVERSELY IMPACT THE COMPANY’S BUSINESS AND FINANCIAL PERFORMANCE.
MOREOVER,  THE COMPANY OPERATES IN A VERY COMPETITIVE AND RAPIDLY CHANGING ENVIRONMENT. NEW RISK FACTORS EMERGE FROM TIME TO TIME AND IT IS NOT POSSIBLE

FOR MANAGEMENT TO PREDICT ALL RISK FACTORS,  NOR CAN THE COMPANY ASSESS THE IMPACT OF ALL FACTORS ON BUSINESS OR THE EXTENT TO WHICH ANY FACTOR,  OR

COMBINATION OF FACTORS,  MAY CAUSE ACTUAL RESULTS TO DIFFER MATERIALLY FROM THOSE CONTAINED IN ANY FORWARD-LOOKING STATEMENTS. GIVEN THESE RISKS AND

UNCERTAINTIES,  INVESTORS SHOULD NOT PLACE UNDUE RELIANCE ON FORWARD-LOOKING STATEMENTS AS A PREDICTION OF ACTUAL RESULTS.
 
ITEM 1B—UNRESOLVED STAFF COMMENTS
 
NONE.
 
ITEM 2—PROPERTIES
 
AT DECEMBER 29, 2012, THE COMPANY OPERATED FROM THE FOLLOWING LOCATIONS:
 
 
Location

 Square
Footage

 Owned or
Leased

  
Use

       
SPORTING GOODS       

EVANSVILLE,  INDIANA, USA  359,000  OWNED  DISTRIBUTION; SALES AND MARKETING; ADMINISTRATION

OLNEY, ILLINOIS,  USA  108,500  LEASED  MANUFACTURING AND DISTRIBUTION

GAINESVILLE,  FLORIDA, USA  154,200  OWNED  MANUFACTURING AND DISTRIBUTION

ROSARITO, MEXICO  66,500  OWNED  MANUFACTURING AND DISTRIBUTION

ROSARITO, MEXICO  108,200  LEASED  MANUFACTURING

RALEIGH, N. CAROLINA, USA  69,800  LEASED  MANUFACTURING AND DISTRIBUTION

JACKSONVILLE,  FLORIDA, USA  2,500  LEASED  SALES AND MARKETING

SHANGHAI, CHINA  1,130  LEASED  SALES AND SOURCING 
       

INFORMATION SECURITY AND PRINT FINISHING   
WABASH, INDIANA,  USA  141,000  OWNED  MANUFACTURING AND DISTRIBUTION;  SALES AND MARKETING;

ADMINISTRATION

MARKDORF, GERMANY  70,300  OWNED  MANUFACTURING AND DISTRIBUTION;  SALES AND MARKETING;
ADMINISTRATION

PARIS, FRANCE  1,335  LEASED  DISTRIBUTION; SALES AND MARKETING

CRAWLEY, UK  8,300  LEASED  SALES AND MARKETING

BARCELONA, SPAIN

JOHANNESBURG, SOUTH AFRICA

 1,750
3,435

 LEASED

LEASED

 DISTRIBUTION; SALES AND MARKETING

DISTRIBUTION; SALES AND MARKETING

SOLLENTUNA,  SWEDEN  400  LEASED  SALES AND MARKETING

BEIJING, CHINA  9,300  LEASED  SALES AND MARKETING
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THE COMPANY BELIEVES THAT ITS FACILITIES ARE IN SATISFACTORY AND SUITABLE CONDITION FOR THEIR RESPECTIVE OPERATIONS. THE COMPANY ALSO BELIEVES THAT IT IS IN

MATERIAL COMPLIANCE WITH ALL APPLICABLE ENVIRONMENTAL REGULATIONS AND IS NOT SUBJECT TO ANY PROCEEDING BY ANY FEDERAL,  STATE OR LOCAL AUTHORITIES

REGARDING SUCH MATTERS. THE COMPANY PROVIDES REGULAR MAINTENANCE AND SERVICE ON ITS PLANTS AND MACHINERY AS REQUIRED.
 
ITEM 3—LEGAL PROCEEDINGS
 
THE COMPANY IS INVOLVED IN LITIGATION ARISING IN THE NORMAL COURSE OF ITS BUSINESS,  BUT THE COMPANY DOES NOT BELIEVE THAT THE DISPOSITION OR ULTIMATE

RESOLUTION OF SUCH CLAIMS OR LAWSUITS WILL HAVE A MATERIAL ADVERSE AFFECT ON THE BUSINESS OR FINANCIAL CONDITION OF THE COMPANY.
 
THE COMPANY IS NOT AWARE OF ANY PROBABLE OR LEVIED PENALTIES AGAINST THE COMPANY RELATING TO THE AMERICAN JOBS CREATION ACT.
 
ITEM 4—MINE SAFETY DISCLOSURES
NOT APPLICABLE.
 

Part II 
 
ITEM 5—MARKET FOR THE REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES
 
THE COMPANY'S COMMON STOCK IS TRADED UNDER THE SYMBOL “ESCA” ON THE NASDAQ GLOBAL MARKET. THE FOLLOWING TABLE SETS FORTH,  FOR THE CALENDAR

PERIODS INDICATED,  THE HIGH AND LOW SALES PRICES OF THE COMMON STOCK AS REPORTED BY THE NASDAQ GLOBAL MARKET:
 
Prices  High   Low  
       

2012         
FOURTH QUARTER ENDED DECEMBER 29, 2012  $ 5.54  $ 4.67 
THIRD QUARTER ENDED OCTOBER 6, 2012   6.09   5.05 
SECOND QUARTER ENDED JULY 14, 2012   6.10   5.15 
FIRST QUARTER ENDED MARCH 24, 2012   6.06   4.31 
         

2011         
FOURTH QUARTER ENDED DECEMBER 31, 2011  $ 5.60  $ 4.26 
THIRD QUARTER ENDED OCTOBER 1, 2011   6.22   4.30 
SECOND QUARTER ENDED JULY 9, 2011   6.43   5.00 
FIRST QUARTER ENDED MARCH 19, 2011   7.10   5.30 
         

2010         
FOURTH QUARTER ENDED DECEMBER 25, 2010  $ 6.65  $ 4.27 
THIRD QUARTER ENDED OCTOBER 2, 2010   5.80   4.14 
SECOND QUARTER ENDED JULY 10, 2010   5.52   2.46 
FIRST QUARTER ENDED MARCH 20, 2010   3.00   2.21 

 
THE CLOSING MARKET PRICE ON FEBRUARY 12, 2013 WAS $5.85 PER SHARE.
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DURING 2012, THE COMPANY’S BOARD OF DIRECTORS ADOPTED A DIVIDEND POLICY UNDER WHICH THE COMPANY INTENDS TO PAY QUARTERLY CASH DIVIDENDS ON ITS

COMMON STOCK. AT THE APRIL 2012 MEETING OF THE BOARD OF DIRECTORS,  THE COMPANY ESTABLISHED THE ANNUAL RATE TO BE $0.32 PER SHARE FOR 2012, OR $0.08
PER SHARE QUARTERLY. PRIOR TO APRIL 2012, DIVIDENDS WERE DETERMINED AND ISSUED BY THE BOARD OF DIRECTORS BASED ON PROFITABILITY AND CASH FLOWS FROM

OPERATIONS. DIVIDENDS ISSUED/DECLARED INTERMITTENTLY DURING 2011 AND 2012 ARE AS FOLLOWS:
 

RECORD DATE  PAYMENT DATE  AMOUNT PER COMMON SHARE 
AUGUST 25, 2011  SEPTEMBER 2, 2011  $ 0.25 
DECEMBER 22, 2011  JANUARY 5, 2012  $ 0.07 
APRIL 6, 2012  APRIL 16, 2012  $ 0.07 
JULY 2, 2012  JULY 9, 2012  $ 0.08 
OCTOBER 1, 2012  OCTOBER 8, 2012  $ 0.08 
DECEMBER 13, 2012  DECEMBER 20, 2012  $ 0.08 

 
THERE WERE APPROXIMATELY 168 HOLDERS OF RECORD OF THE COMPANY'S COMMON STOCK AT FEBRUARY 12, 2013. THE APPROXIMATE NUMBER OF STOCKHOLDERS,
INCLUDING THOSE HELD BY DEPOSITORY COMPANIES FOR CERTAIN BENEFICIAL OWNERS,  WAS 1,288.
 
SHAREHOLDER RETURN PERFORMANCE GRAPH
 
SET FORTH BELOW IS A LINE GRAPH COMPARING THE YEARLY PERCENTAGE CHANGE IN THE CUMULATIVE TOTAL SHAREHOLDER RETURN ON THE COMPANY’S COMMON STOCK WITH

THAT OF THE CUMULATIVE TOTAL RETURN ON THE NASDAQ US STOCK MARKET INDEX AND THE NASDAQ NON-FINANCIAL STOCKS INDEX FOR THE FIVE YEAR PERIOD

ENDED DECEMBER 31, 2012. THE FOLLOWING INFORMATION IS BASED ON AN INVESTMENT OF $100, ON DECEMBER 31, 2007, IN THE COMPANY’S COMMON STOCK,  THE

NASDAQ US STOCK MARKET INDEX AND THE NASDAQ NON-FINANCIAL STOCKS INDEX,  WITH DIVIDENDS REINVESTED.
 

COMPARISON OF FIVE YEAR CUMULATIVE TOTAL RETURN
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  2007   2008   2009   2010   2011   2012  
                   
ESCALADE COMMON STOCK   100   8   27   70   49   57 
NASDAQ US STOCK INDEX   100   61   88   104   105   124 
NASDAQ NON-FINANCIAL STOCK INDEX   100   5 9   89   105   105   123 
                         
THE ABOVE PERFORMANCE GRAPH DOES NOT CONSTITUTE SOLICITING MATERIAL AND SHOULD NOT BE DEEMED FILED OR INCORPORATED BY REFERENCE INTO ANY OTHER COMPANY

FILING UNDER THE SECURITIES ACT OF 1933 OR THE SECURITIES EXCHANGE ACT OF 1934, EXCEPT TO THE EXTENT THE COMPANY SPECIFICALLY INCORPORATES THE

PERFORMANCE GRAPH BY REFERENCE THEREIN.
 
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

SHARE PURCHASES PRIOR TO 10/6/2012 UNDER THE CURRENT

REPURCHASE PROGRAM.   982,916  $ 8.84   982,916  $ 2,273,939
                
FOURTH QUARTER PURCHASES:                
10/7/2012 – 11/3/2012   NONE   NONE   NONE   NO CHANGE

11/4/2012 – 12/1/2012   NONE   NONE   NONE   NO CHANGE

12/2/2012 – 12/29/2012   NONE   NONE   NONE   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 INITIALLY AUTHORIZED

MANAGEMENT TO EXPEND UP TO $3,000,000 TO REPURCHASE SHARES ON THE OPEN MARKET AS WELL AS IN PRIVATE NEGOTIATED TRANSACTIONS. IN EACH OF FEBRUARY 2005
AND 2006, AUGUST 2007 AND FEBRUARY 2008 THE BOARD OF DIRECTORS INCREASED THE REMAINING BALANCE ON THIS PLAN TO ITS ORIGINAL LEVEL OF $3,000,000. THE

REPURCHASE PLAN HAS NO TERMINATION DATE AND THERE HAVE BEEN NO SHARE REPURCHASES THAT WERE NOT PART OF A PUBLICLY ANNOUNCED PROGRAM.
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ITEM 6—SELECTED FINANCIAL DATA
(IN THOUSANDS,  EXCEPT PER SHARE DATA)
 

At and For Years Ended  
December 29,

2012   
DECEMBER 31,

2011   
DECEMBER 25,

2010   
DECEMBER 26,

2009   
DECEMBER 27,

2008  
Income Statement Data                     

NET REVENUE                     
SPORTING GOODS  $ 112,599  $ 96,971  $ 85,815  $ 76,807  $ 98,039 
INFORMATION SECURITY AND PRINT FINISHING   34,990   37,279   34,841   39,192   50,647 

TOTAL NET SALES   147,589   134,250   120,656   115,999   148,686 
NET INCOME (LOSS)   (4,930)   4,441   6,059   1,657   (7,496)
WEIGHTED-AVERAGE SHARES   13,244   12,849   12,726   12,632   12,684 
                     

Per Share Data                     
BASIC EARNINGS (LOSS) PER SHARE  $ (0.37)  $ 0.35  $ 0.48  $ 0.13  $ (0.59)
CASH DIVIDENDS  $ 0.31  $ 0.32  $ 0.10  $ —  $ 0.25 
                     

Balance Sheet Data                     
WORKING CAPITAL   32,656   29,496   24,132   9,688   4,842 
TOTAL ASSETS   125,740   130,115   127,553   127,238   147,701 
SHORT-TERM BANK DEBT   19,070   16,947   11,407   27,644   46,525 
LONG-TERM BANK DEBT   3,500   5,000   7,500   —   — 
TOTAL STOCKHOLDERS' EQUITY   80,457   87,565   87,030   82,764   78,790 

 
FISCAL YEAR 2012 WAS POSITIVELY IMPACTED BY INCREASED SALES IN THE SPORTING GOODS SEGMENT. NET INCOME WAS NEGATIVELY IMPACTED BY GOODWILL AND INTANGIBLE

ASSET IMPAIRMENT IN MARTIN YALE GROUP,  WHICH REDUCED NET INCOME BY $13.4 MILLION.
 
FISCAL YEAR 2011 WAS POSITIVELY IMPACTED BY INCREASED SALES IN THE SPORTING GOODS AND INFORMATION SECURITY AND PRINT FINISHING SEGMENTS. NET INCOME WAS

NEGATIVELY IMPACTED BY THE ACCELERATED WRITE-OFF OF THE ORACLE ERP SYSTEM,  WHICH REDUCED NET INCOME BY $2.7 MILLION.
 
FISCAL YEAR 2010 WAS POSITIVELY IMPACTED BY INCREASED SALES IN THE SPORTING GOODS SEGMENT,  AS WELL AS CONTINUED EFFORTS AT COST REDUCTION,  AND IMPROVED

MARGINS RESULTING FROM HIGHER SALES VOLUMES.
 
FISCAL YEAR 2009 WAS POSITIVELY IMPACTED BY SIGNIFICANT COST REDUCTIONS AND CONSOLIDATION OF CERTAIN MANUFACTURING AND DISTRIBUTIONS FACILITIES.
 
FISCAL YEAR 2008 WAS NEGATIVELY IMPACTED BY LOSS OF SALES TO SEARS,  A MAJOR SPORTING GOODS RETAILER,  IMPAIRMENT OF CERTAIN LONG-LIVED ASSETS AND A GENERAL

ECONOMIC DOWNTURN.
 
ITEM 7—MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL

CONDITION AND RESULTS OF OPERATIONS
 
THE FOLLOWING SECTION SHOULD BE READ IN CONJUNCTION WITH ITEM 1: BUSINESS; ITEM 1A: RISK FACTORS; ITEM 6: SELECTED FINANCIAL DATA; AND ITEM 8: FINANCIAL

STATEMENTS AND SUPPLEMENTARY DATA.
 
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,  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.
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Overview
 
ESCALADE, INCORPORATED (“ESCALADE” OR “COMPANY”) MANUFACTURES AND DISTRIBUTES PRODUCTS FOR TWO INDUSTRIES: SPORTING GOODS AND INFORMATION SECURITY

AND PRINT FINISHING. SPORTING GOODS HAS EXPANDED ITS PRODUCT OFFERINGS TO INCLUDE TEAM TRAINING PRODUCTS. INFORMATION SECURITY AND PRINT FINISHING HAS

INCREASINGLY FOCUSED ITS STRATEGY ON EXPANDING THE SECURITY SEGMENT OF ITS BUSINESS TO ASSIST BUSINESSES AND GOVERNMENTS WITH THEIR HIGH SECURITY NEEDS

FOR HANDLING SENSITIVE CUSTOMER,  EMPLOYEE AND BUSINESS DOCUMENTS AND INFORMATION,  IN ADDITION TO MARTIN YALE’S TRADITIONAL PRODUCT OFFERINGS.
 
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 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 SUBSTANTIAL 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 CURRENTLY 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 INFORMATION SECURITY AND PRINT FINISHING

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 INFORMATION SECURITY AND

PRINT FINISHING SEGMENT,  THE COMPANY ANTICIPATES GROWTH. TO ENHANCE INTERNAL GROWTH,  THE COMPANY HAS A STRATEGY OF ACQUIRING COMPANIES OR PRODUCT LINES

THAT COMPLEMENT OR EXPAND THE COMPANY’S EXISTING 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.  THE FOLLOWING TABLE SETS FORTH THE ANNUAL PERCENTAGE

CHANGE IN REVENUES AND NET INCOME (LOSS) OVER THE PAST THREE YEARS:
 

  2012   2011   2010  
          
NET REVENUE             

SPORTING GOODS   16.1%   13.0%   11.7%
INFORMATION SECURITY AND PRINT FINISHING   (6.1%)  7.0%   (11.1%)
TOTAL   9.9%   11.3%   4.0%

             
NET INCOME (LOSS)   (211.0%)  (26.7%)  265.6%

 
EXCLUDING THE IMPACT OF GOODWILL AND INTANGIBLE ASSET IMPAIRMENT IN 2012 AND ACCELERATED DEPRECIATION IN 2011, THE ANNUAL PERCENTAGE OF CHANGE IN NET

INCOME WOULD HAVE BEEN AN INCREASE OF 23.6% IN 2012 AND 18.0% IN 2011.
 
Results of Operations
 
THE FOLLOWING SCHEDULE SETS FORTH CERTAIN CONSOLIDATED STATEMENT OF OPERATIONS DATA AS A PERCENTAGE OF NET REVENUE FOR THE PERIODS INDICATED:
 

  2012   2011   2010  
NET REVENUE   100.0%   100.0%  100.0%
COST OF PRODUCTS SOLD   69.9%   68.9%  69.2%
GROSS MARGIN   30.1%   31.1%  30.8%
SELLING,  ADMINISTRATIVE AND GENERAL EXPENSES   21.3%   26.8%  22.9%
AMORTIZATION   1.5%   1.2%  1.1%
GOODWILL AND INTANGIBLE ASSET IMPAIRMENT CHARGES   9.1%   .0%  .0%
OPERATING INCOME (LOSS)   (1.8%)  3.1%  6.8%

 

18

Source: ESCALADE INC, 10-K, February 26, 2013 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



 

 
IN 2012, WITHOUT THE GOODWILL AND INTANGIBLE ASSET IMPAIRMENT,  OPERATING INCOME WOULD HAVE BEEN 7.3%. IN 2011, WITHOUT THE ACCELERATED DEPRECIATION

EXPENSE ON THE REPLACED ERP SYSTEM,  SELLING,  ADMINISTRATIVE AND GENERAL EXPENSES WOULD HAVE BEEN 23.5% AND OPERATING INCOME WOULD HAVE BEEN 6.4%.
 
Consolidated Revenue and Gross Margin
 
SALES GROWTH ACROSS MOST SALES CHANNELS OF THE SPORTING GOODS SEGMENT RESULTED IN AN OVERALL INCREASE OF 16.1% IN SPORTING GOODS NET REVENUES FOR

2012 COMPARED TO 2011. REVENUES FROM THE INFORMATION SECURITY AND PRINT FINISHING BUSINESS DECREASED 6.1% IN 2012 COMPARED TO 2011. APPROXIMATELY

2.7% OF THE DECREASE IN INFORMATION SECURITY AND PRINT FINISHING REVENUE IS DUE TO CHANGES IN FOREIGN EXCHANGE RATES.
 
THE OVERALL GROSS MARGIN PERCENTAGE IN 2012 WAS SLIGHTLY LOWER THAN 2011. THE GROSS MARGIN PERCENTAGE WAS UP APPROXIMATELY 0.9% IN THE SPORTING GOODS

SEGMENT AND DOWN APPROXIMATELY 5.1% IN THE INFORMATION SECURITY AND PRINT FINISHING SEGMENT. DECREASES IN GROSS MARGIN IN THE INFORMATION SECURITY

AND PRINT FINISHING SEGMENT WERE DUE MAINLY TO LEGACY QUALITY PROBLEMS IN CERTAIN PRODUCT LINES AND INCREASED COMPETITION AND LOWER MARKET DEMAND IN

THE CERTAIN CATEGORIES.
 
Consolidated Selling, General and Administrative Expenses
 
CONSOLIDATED SELLING,  GENERAL AND ADMINISTRATIVE EXPENSES (“SG&A”) WERE $31.4 MILLION IN 2012 COMPARED TO $35.9 MILLION IN 2011, A DECREASE OF $4.5
MILLION OR 12.5%. SGA IN 2011 INCLUDED $4.4 MILLION OF ACCELERATED DEPRECIATION EXPENSE RELATED TO THE REPLACEMENT OF THE COMPANY’S ORACLE ERP
SYSTEM. EXCLUDING ACCELERATED DEPRECIATION IN 2011, SGA FOR 2012 WAS $0.1 MILLION LESS THAN PRIOR YEAR. SG&A AS A PERCENT OF SALES IS 21.3% IN 2012
COMPARED WITH 26.8% IN 2011. WITHOUT THE EFFECTS OF THE ACCELERATED DEPRECIATION, SG&A AS A PERCENT OF SALES WOULD HAVE BEEN 23.5% IN 2011.
 
Other Income
 
OTHER INCOME DECREASED SLIGHTLY IN 2012 COMPARED TO 2011, FROM $3.4 MILLION TO $3.0 MILLION,  A DECREASE OF 10.8%. INCOME FROM THE NON-MARKETABLE EQUITY

INVESTMENTS WAS $3.0 MILLION IN 2012 COMPARED WITH $3.3 MILLION IN 2011.
 
Provision for Income Taxes
 
THE EFFECTIVE INCOME TAX RATE IN 2012 WAS IMPACTED BY THE GOODWILL AND INTANGIBLE ASSET IMPAIRMENT WRITE-DOWN WHICH IS NOT DEDUCTIBLE FOR INCOME TAX

PURPOSES. EXCLUDING THE EFFECT OF THE GOODWILL AND INTANGIBLE ASSET IMPAIRMENT,  THE EFFECTIVE TAX RATE FOR 2012 WOULD BE 33.2% COMPARED WITH 35.4% FOR

2011 AND 33.2% FOR 2010. THE EFFECTIVE TAX RATE FOR 2011 WAS HIGHER RELATIVE TO 2010 DUE TO VALUATION ALLOWANCES ON NET OPERATING LOSSES GENERATED IN

THE EUROPEAN SUBSIDIARIES.
 
Sporting Goods
 
NET REVENUES,  OPERATING INCOME,  AND NET INCOME FOR THE SPORTING GOODS BUSINESS SEGMENT FOR THE THREE YEARS ENDED DECEMBER 29, 2012 WERE AS FOLLOWS:
 

IN THOUSANDS  2012  2011  2010 
          

NET REVENUE  $ 112,599  $ 96,971  $ 85,815 
OPERATING INCOME   13,758   10,802   9,171 
NET INCOME   8,189   5,817   4,601 
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NET REVENUE INCREASED 16.1% IN 2012 COMPARED TO 2011 WITH GROWTH COMING FROM MOST SALES CHANNELS IN THE SPORTING GOODS SEGMENT.  THE COMPANY

CONTINUES TO AGGRESSIVELY PURSUE OPPORTUNITIES TO INCREASE REVENUE THROUGH INTRODUCTION OF NEW PRODUCTS,  EXPANSION OF PRODUCT DISTRIBUTION,  ACQUISITIONS,
AND INCREASED INVESTMENT IN CONSUMER MARKETING. SALES CHANNELS ARE PREDOMINATELY MASS MARKET RETAIL CUSTOMERS,  SPECIALTY RETAILERS,  AND DEALERS.
DURING THE YEAR,  THE COMPANY EXPANDED ITS PRODUCT OFFERINGS WITH THE ACQUISITION OF THE ASSETS OF CAJUN ARCHERY AND THE PATENT RIGHTS FOR RIGID AIR

TECHNOLOGY FROM BDZ HOLDINGS.
 
GROSS MARGIN AND PROFITABILITY INCREASED IN 2012 COMPARED WITH 2011. THE GROSS MARGIN RATIO IN 2012 IMPROVED TO 29.0% COMPARED TO 28.2% IN THE PRIOR

YEAR.  THE IMPROVEMENT IS DUE TO PRODUCT MIX,  CONTINUED FOCUS ON PRODUCTION EFFICIENCIES AND BETTER FACTORY ABSORPTION RESULTING FROM INCREASED SALES

VOLUME. AS A RESULT,  OPERATING INCOME AS A PERCENTAGE OF NET REVENUE INCREASED TO 12.2% IN 2012 COMPARED TO 11.1% IN 2011. MANAGEMENT ANTICIPATES

THAT WITH ADDITIONAL SALES GROWTH IN 2013, IMPROVEMENTS IN OPERATING INCOME WILL CONTINUE. NET INCOME FOR 2012 INCREASED FROM 2011 DUE PRIMARILY TO

INCREASED REVENUE.
 
Information Security and Print Finishing
 
NET REVENUE,  OPERATING INCOME (LOSS) AND NET LOSS FOR THE INFORMATION SECURITY AND PRINT FINISHING BUSINESS SEGMENT FOR THE THREE YEARS ENDED DECEMBER

29, 2012 WERE AS FOLLOWS:
 

IN THOUSANDS  2012  2011  2010 
          

NET REVENUE  $ 34,990  $ 37,279  $ 34,841 
OPERATING INCOME (LOSS)   (14,628)  71   926 
NET LOSS   (15,683)  (921)  (187)

 
SALES IN THE INFORMATION SECURITY AND PRINT FINISHING BUSINESS DECREASED 6.1% IN 2012 COMPARED TO 2011 DUE TO SIGNIFICANT DECLINES IN CERTAIN EXPORT AND

ASIAN COUNTRIES. THE COMPANY CONTINUES TO EVALUATE PRODUCT OFFERINGS AND MARKETS TO STABILIZE SALES AND INCREASE PROFITABILITY. EXCLUDING THE EFFECT OF

CHANGES IN FOREIGN EXCHANGE RATES, 2012 SALES WERE DOWN 3.4% FROM 2011. SALES ARE DIRECT TO END USERS,  INCLUDING GOVERNMENT AGENCIES,  AS WELL AS

THROUGH OFFICE PRODUCTS RETAILERS,  WHOLESALERS,  SPECIALTY DEALERS,  AND BUSINESS PARTNERS.
 
OPERATING INCOME IN THE INFORMATION SECURITY AND PRINT FINISHING SEGMENT WAS IMPACTED BY GOODWILL AND INTANGIBLE ASSET IMPAIRMENT CHARGES OF $13.4
MILLION. WITHOUT THIS IMPACT,  THE OPERATING INCOME FOR THIS SEGMENT WAS A LOSS OF $1.2 MILLION,  OR (3.6%) OF REVENUE IN 2012 COMPARED TO 0.2% OF REVENUE IN
2011. HIGH ORGANIZATIONAL COSTS AND LEGACY QUALITY ISSUES CONTRIBUTED TO LOSSES DURING THE YEAR. THE COMPANY IS FOCUSING ON COST SAVING INITIATIVES AND

QUALITY IMPROVEMENTS TO BRING PROFITABILITY TO THIS SEGMENT.
 
Financial Condition and Liquidity
 
THE CURRENT RATIO,  A BASIC MEASURE OF LIQUIDITY (CURRENT ASSETS DIVIDED BY CURRENT LIABILITIES) ,  HELD STEADY AT 1.9 IN 2012 COMPARED TO 1.9 IN 2011.
INVENTORY LEVELS INCREASED TO $30.9 MILLION IN 2012 COMPARED WITH $29.0 MILLION IN 2011 TO SUPPORT SALES GROWTH IN CERTAIN EXPANDED SPORTING GOODS

CATEGORIES. TOTAL CURRENT AND LONG-TERM DEBT INCREASED TO $22.6 MILLION UP FROM $21.9 MILLION IN 2011.
 
THE COMPANY’S DECREASE OF CASH WAS PRINCIPALLY A RESULT OF INCREASED PROFITS IN THE SPORTING GOODS SEGMENT OFFSET BY INCREASES IN ACCOUNTS RECEIVABLE

AND INVENTORY LEVELS,  PAYMENTS FOR CAPITAL PURCHASES AND ACQUISITIONS,  AND THE DISTRIBUTION OF SHAREHOLDER DIVIDENDS. THE COMPANY PAID $5.1 MILLION IN

DIVIDENDS IN 2012. TOTAL BANK DEBT FOR THE YEAR INCREASED BY $0.6 MILLION. TOTAL BANK DEBT AS A PERCENTAGE OF STOCKHOLDERS EQUITY INCREASED TO 28.1% IN

2012, UP FROM 25.1% IN 2011.
 
IN 2013, THE COMPANY EXPECTS CAPITAL EXPENDITURES TO BE APPROXIMATELY $5.5 MILLION WHICH INCLUDES $0.6 MILLION TO CONTINUE THE IMPLEMENTATION OF ITS

INTEGRATED INFORMATION SYSTEM AT ITS SPORTING GOODS LOCATIONS AND $2.4 MILLION TO ACQUIRE CURRENTLY LEASED PROPERTY IN ROSARITO, MEXICO. THE COMPANY

FULLY DEPRECIATED THE REMAINING BOOK VALUE OF ITS ORACLE ERP SYSTEM IN 2011. THIS ACCELERATION OF DEPRECIATION RESULTED IN ADDITIONAL PRE-TAX EXPENSE OF

$4.4 MILLION, ($2.7 MILLION NET OF TAX) IN 2011.
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THE COMPANY’S WORKING CAPITAL REQUIREMENTS ARE PRIMARILY FUNDED THROUGH CASH FLOWS FROM OPERATIONS AND REVOLVING CREDIT AGREEMENTS WITH ITS BANK.
DURING 2012, THE COMPANY’S MAXIMUM BORROWINGS UNDER ITS PRIMARY REVOLVING CREDIT LINES TOTALED $22.1 MILLION COMPARED TO $26.4 MILLION IN 2011. TOTAL

NOTES PAYABLE AS OF THE END OF FISCAL 2012 WAS $22.6 MILLION COMPARED WITH $21.9 MILLION AT THE END OF FISCAL 2011. THE OVERALL EFFECTIVE INTEREST RATE IN

2012 WAS 3.2% WHICH WAS UP SLIGHTLY FROM THE EFFECTIVE RATE OF 2.9% IN 2011. THE COMPANY’S CREDIT AGREEMENT WITH JPMORGAN CHASE BANK, N.A.
MATURES AS OF JULY 31, 2013 AND THE COMPANY HAS BEGUN PRELIMINARY DISCUSSION REGARDING RENEWAL OF THIS AGREEMENT.  THE COMPANY ALSO MAINTAINS A

MULTICURRENCY OVERDRAFT FACILITY WITH ITS BANK. THE TOTAL AMOUNT OUTSTANDING UNDER THE OVERDRAFT FACILITY AT THE END OF FISCAL 2012 WAS $2.5 MILLION

COMPARED WITH $2.2 MILLION AT THE END OF FISCAL 2011.
 
THE COMPANY HAS A LONG STANDING RELATIONSHIP WITH ITS LENDER AND HAS MET ALL FINANCIAL COVENANTS UNDER THE NEW AGREEMENT WHICH WAS LAST AMENDED AS

OF MAY 4, 2012. THE AMENDED TERMS OF THE AGREEMENT MODIFIED THE LOAN COVENANTS RELATING TO CAPITAL EXPENDITURES,  STOCK REPURCHASES,  AND ISSUANCE OF

COMMON STOCK. AS MENTIONED ABOVE,  THE COMPANY INCREASED ITS BANK DEBT IN 2012 BY APPROXIMATELY 3.1% TO $22.6 MILLION.
 
THE COMPANY EXPECTS IMPROVEMENTS IN ITS OVERALL SALES LEVELS FOR FISCAL YEAR 2013 COMPARED WITH 2012 AS A RESULT OF NEW PRODUCT OFFERINGS AND

EXPANDED CUSTOMER BASE.  THE COMPANY BELIEVES THAT CASH GENERATED FROM ITS PROJECTED 2013 OPERATIONS AND THE COMMITMENT OF BORROWINGS FROM ITS

PRIMARY LENDER WILL PROVIDE IT WITH SUFFICIENT CASH FLOWS FOR ITS OPERATIONS.
 
IT IS POSSIBLE THAT IF THE ECONOMIC CONDITIONS DETERIORATE,  THIS COULD HAVE ADVERSE EFFECTS ON THE COMPANY’S ABILITY TO OPERATE PROFITABLY DURING FISCAL YEAR

2013. TO THE EXTENT THAT OCCURS,  MANAGEMENT INTENDS TO PURSUE COST REDUCTIONS AND TO CONTINUE REALIGNING ITS INFRASTRUCTURE IN AN EFFORT TO MATCH THE

COMPANY’S OVERHEAD AND COST STRUCTURE WITH THE SALES LEVEL DICTATED BY CURRENT MARKET CONDITIONS.
 
New Accounting Pronouncements
 
REFER TO NOTE 1 TO THE CONSOLIDATED FINANCIAL STATEMENTS UNDER THE SUB-HEADING “NEW ACCOUNTING PRONOUNCEMENTS”.
 
Off Balance Sheet Financing Arrangements
 
THE COMPANY HAS NO FINANCING ARRANGEMENTS THAT ARE NOT RECORDED ON THE COMPANY’S BALANCE SHEET.
 
Contractual Obligations
 
THE FOLLOWING SCHEDULE SUMMARIZES THE COMPANY’S CONTRACTUAL OBLIGATIONS AS OF DECEMBER 29, 2012:
 
AMOUNTS IN THOUSANDS  PAYMENTS DUE BY PERIOD  

CONTRACTUAL OBLIGATIONS  TOTAL   
LESS THAN 1

YEAR   1 –3 YEARS   3 – 5 YEARS   
MORE THAN 5

YEARS  
                
DEBT  $ 20,118  $ 16,618  $ 3,500  $ —  $ — 
OVERDRAFT FACILITY   2,452   2,452   —   —   — 
FUTURE INTEREST PAYMENTS (1)   855   6 9 5   160   —   — 
OPERATING LEASES   2,425   915   1,188   322   — 
MINIMUM PAYMENTS UNDER ROYALTY AND LICENSE AGREEMENTS   2,225   350   750   750   375 
TOTAL  $ 28,075  $ 21,030  $ 5,598  $ 1,072  $ 375 
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NOTES:
(1) ASSUMES THAT THE COMPANY WILL NOT INCREASE BORROWINGS UNDER ITS LONG-TERM CREDIT AGREEMENTS AND THAT THE EFFECTIVE INTEREST RATE EXPERIENCED IN

2012 OF 3.2% WILL CONTINUE FOR THE LIFE OF THE AGREEMENTS.
 
Critical Accounting Estimates
 
THE METHODS,  ESTIMATES AND JUDGMENTS USED IN APPLYING THE COMPANY’S ACCOUNTING POLICIES HAVE A SIGNIFICANT IMPACT ON THE RESULTS REPORTED IN ITS FINANCIAL

STATEMENTS. SOME OF THESE ACCOUNTING POLICIES REQUIRE DIFFICULT AND SUBJECTIVE JUDGMENTS,  OFTEN AS A RESULT OF THE NEED TO MAKE ESTIMATES OF MATTERS

THAT ARE INHERENTLY UNCERTAIN. THE MOST CRITICAL ACCOUNTING ESTIMATES ARE DESCRIBED BELOW AND IN THE NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS.
 
Product Warranty
THE COMPANY PROVIDES LIMITED WARRANTIES ON CERTAIN OF ITS PRODUCTS FOR VARYING PERIODS. GENERALLY,  THE WARRANTY PERIODS RANGE FROM 90 DAYS TO ONE YEAR.
HOWEVER,  SOME PRODUCTS CARRY EXTENDED WARRANTIES OF SEVEN-YEAR,  TEN-YEAR,  AND LIFETIME WARRANTIES.  THE COMPANY RECORDS AN ACCRUED LIABILITY AND

EXPENSE FOR ESTIMATED FUTURE WARRANTY CLAIMS BASED UPON HISTORICAL EXPERIENCE AND MANAGEMENT’S ESTIMATE OF THE LEVEL OF FUTURE CLAIMS. CHANGES IN THE

ESTIMATED AMOUNTS RECOGNIZED IN PRIOR YEARS ARE RECORDED AS AN ADJUSTMENT TO THE ACCRUED LIABILITY AND EXPENSED IN THE CURRENT YEAR. TO THE EXTENT

THERE ARE PRODUCT DEFECTS IN CURRENT PRODUCTS THAT ARE UNKNOWN TO MANAGEMENT AND DO NOT FALL WITHIN HISTORICAL DEFECT RATES,  THE PRODUCT WARRANTY

RESERVE COULD BE UNDERSTATED AND THE COMPANY COULD BE REQUIRED TO ACCRUE ADDITIONAL PRODUCT WARRANTY COSTS THUS NEGATIVELY AFFECTING GROSS MARGIN.
 
Inventory Valuation Reserves
THE COMPANY EVALUATES INVENTORY FOR OBSOLESCENCE AND EXCESS QUANTITIES BASED ON DEMAND FORECASTS OVER SPECIFIED TIME FRAMES,  USUALLY ONE YEAR. THE

DEMAND FORECAST IS BASED ON HISTORICAL USAGE,  SALES FORECASTS AND CURRENT AS WELL AS ANTICIPATED MARKET CONDITIONS. ALL AMOUNTS IN EXCESS OF THE

DEMAND FORECAST ARE DEEMED TO BE POTENTIALLY EXCESS OR OBSOLETE AND A RESERVE IS ESTABLISHED BASED ON THE ANTICIPATED NET REALIZABLE VALUE.  TO THE

EXTENT THAT DEMAND FORECASTS ARE GREATER THAN ACTUAL DEMAND AND THE COMPANY FAILS TO REDUCE MANUFACTURING OUTPUT ACCORDINGLY,  THE COMPANY COULD

BE REQUIRED TO RECORD ADDITIONAL INVENTORY RESERVES WHICH WOULD HAVE A NEGATIVE IMPACT ON GROSS MARGIN.
 
Allowance for Doubtful Accounts
THE COMPANY PROVIDES AN ALLOWANCE FOR DOUBTFUL ACCOUNTS BASED UPON A REVIEW OF OUTSTANDING RECEIVABLES,  HISTORICAL COLLECTION INFORMATION AND EXISTING

ECONOMIC CONDITIONS. ACCOUNTS RECEIVABLE ARE ORDINARILY DUE BETWEEN 30 AND 6 0  DAYS AFTER THE ISSUANCE OF THE INVOICE. ACCOUNTS ARE CONSIDERED

DELINQUENT WHEN MORE THAN 90 DAYS PAST DUE. DELINQUENT RECEIVABLES ARE RESERVED OR WRITTEN OFF BASED ON INDIVIDUAL CREDIT EVALUATION AND SPECIFIC

CIRCUMSTANCES OF THE CUSTOMER. TO THE EXTENT THAT ACTUAL BAD DEBT LOSSES EXCEED THE ALLOWANCE RECORDED BY THE COMPANY,  ADDITIONAL RESERVES WOULD BE

REQUIRED WHICH WOULD INCREASE SELLING,  GENERAL AND ADMINISTRATIVE COSTS.
 
Customer Allowances
CUSTOMER ALLOWANCES ARE COMMON PRACTICE IN THE INDUSTRIES IN WHICH THE COMPANY OPERATES.  THESE AGREEMENTS ARE TYPICALLY IN THE FORM OF ADVERTISING

SUBSIDIES,  VOLUME REBATES AND CATALOG ALLOWANCES AND ARE ACCOUNTED FOR AS A REDUCTION TO GROSS SALES.  THE COMPANY REVIEWS SUCH ALLOWANCES ON AN

ONGOING BASIS AND ACCRUALS ARE ADJUSTED,  IF NECESSARY,  AS ADDITIONAL INFORMATION BECOMES AVAILABLE.
 
Impairment of Goodwill
THE COMPANY REVIEWS GOODWILL FOR IMPAIRMENT ANNUALLY AND WHENEVER EVENTS OR CHANGES IN CIRCUMSTANCES INDICATE THE CARRYING VALUE OF GOODWILL MAY NOT

BE RECOVERABLE,  IN ACCORDANCE WITH GUIDANCE IN FASB ASC 350, Intangibles – Goodwill and Other . MANAGEMENT DETERMINED THE ASSUMPTIONS AND INPUTS

UTILIZED IN THE EVALUATION OF THE FAIR VALUE OF THE COMPANY’S TWO SEPARATE REPORTING UNITS,  DISCUSSED BELOW. THE FIRST PHASE OF THE GOODWILL IMPAIRMENT TEST

REQUIRES THAT THE FAIR VALUE OF THE APPLICABLE REPORTING UNIT BE COMPARED WITH ITS RECORDED VALUE. THE COMPANY ESTABLISHES FAIR VALUE BY USING AN INCOME

APPROACH OR A COMBINATION OF A MARKET APPROACH AND AN INCOME APPROACH. THE MARKET APPROACH USES THE GUIDELINE-COMPANIES METHOD TO ESTIMATE THE FAIR

VALUE OF A REPORTING UNIT BASED ON REPORTED SALES OF PUBLICLY-HELD ENTITIES ENGAGED IN THE SAME OR A SIMILAR BUSINESS AS THE REPORTING UNIT.  THE INCOME

APPROACH USES THE DISCOUNTED CASH FLOW METHOD TO ESTIMATE THE FAIR VALUE OF A REPORTING UNIT BY CALCULATING THE PRESENT VALUE OF THE EXPECTED FUTURE

CASH FLOWS OF THE REPORTING UNIT.  THE DISCOUNT RATE IS BASED ON A WEIGHTED AVERAGE COST OF CAPITAL DETERMINED USING PUBLICLY-AVAILABLE INTEREST RATE

INFORMATION ON THE VALUATION DATE AND DATA REGARDING EQUITY,  SIZE AND COUNTRY-SPECIFIC RISK PREMIUMS/DECREMENTS COMPILED AND PUBLISHED BY A COMMERCIAL

SOURCE. THE COMPANY USES ASSUMPTIONS ABOUT EXPECTED FUTURE OPERATING PERFORMANCE IN DETERMINING ESTIMATES OF THOSE CASH FLOWS,  WHICH MAY DIFFER FROM

ACTUAL CASH FLOWS.
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IF THE IMPLIED FAIR VALUE OF A REPORTING UNIT IS LESS THAN THE RECORDED VALUE OF NET ASSETS,  MANAGEMENT PERFORMS A PHASE-TWO ANALYSIS THAT ALLOCATES THE

FAIR VALUE OF THE REPORTING UNIT CALCULATED IN PHASE ONE TO THE SPECIFIC TANGIBLE AND INTANGIBLE ASSETS AND LIABILITIES OF THE REPORTING UNIT AND RESULTS IN AN

IMPLIED FAIR VALUE OF GOODWILL. GOODWILL IS REDUCED BY ANY SHORTFALL OF IMPLIED GOODWILL TO ITS CURRENT CARRYING VALUE.
 
BEGINNING IN LATE 2009, AND CONTINUING GOING FORWARD,  TWO OF THE COMPANY’S REPORTING UNITS; MARTIN YALE NORTH AMERICA AND MARTIN YALE EUROPE,  WHICH

COMPRISE THE INFORMATION SECURITY AND PRINT FINISHING SEGMENT,  HAVE MIGRATED TO ONE REPORTING UNIT AS A RESULT OF CONSOLIDATION OF MANAGEMENT AND

INTERNAL REPORTING. DURING 2012, THE COMPANY HAD TWO REPORTING UNITS THAT REQUIRED SEPARATE GOODWILL IMPAIRMENT ANALYSIS.  THOSE REPORTING UNITS ARE

ESCALADE SPORTS AND MARTIN YALE GROUP. THESE REPORTING UNITS ARE IDENTICAL TO THE OPERATING SEGMENTS; SPORTING GOODS AND INFORMATION SECURITY AND

PRINT FINISHING,  RESPECTIVELY. SIGNIFICANT ASSUMPTIONS AND INPUTS USED IN EACH OF THE REPORTING UNITS GOODWILL IMPAIRMENT TESTING ARE AS FOLLOWS:
 
ESCALADE SPORTS – THE COMPANY APPRAISED THE FAIR VALUE OF THE INVESTED CAPITAL OF THE ESCALADE SPORTS REPORTING UNIT USING AN INCOME APPROACH.  THE

DISCOUNT RATE USED IN THE 2012 DISCOUNTED CASH FLOW CALCULATION WAS 11.2% COMPARED TO 12.5% FOR 2011. THE DECREASE IN THE DISCOUNT RATE IS A RESULT

OF DECREASES IN THE COST OF DEBT CAPITAL AND THE SIZE RISK PREMIUM IN 2012 COMPARED WITH 2011. PROJECTED REVENUES AND COSTS FOR 2013 AND BEYOND

REFLECTED THE COMPANY’S BEST ESTIMATE OF THE CURRENT GLOBAL ECONOMIC SITUATION,  DEMAND FOR EXISTING PRODUCTS,  THE STATUS OF NEW PRODUCTS AND PRODUCT

IMPROVEMENTS,  AND THE PROJECTED COST OF RAW MATERIALS AND MANUFACTURING THAT ARE DEEMED MATERIAL IN PROJECTING FUTURE OUTCOMES.
 
MARTIN YALE GROUP – DURING THE THIRD QUARTER OF FISCAL 2012, THE COMPANY DETERMINED THAT SUFFICIENT INDICATORS OF POTENTIAL IMPAIRMENT EXISTED TO

REQUIRE AN INTERIM GOODWILL IMPAIRMENT ANALYSIS FOR THE MARTIN YALE GROUP REPORTING UNIT. THESE INDICATORS INCLUDED LOWER THAN EXPECTED OPERATING PROFITS

AND CASH FLOWS FOR THE FIRST NINE MONTHS OF 2012, COUPLED WITH CONTINUED ECONOMIC WEAKNESS IN THE EUROPEAN AND ASIAN MARKETS.
 
THE COMPANY APPRAISED THE FAIR VALUE OF THE COMBINED TOTAL INVESTED CAPITAL OF MARTIN YALE NORTH AMERICA AND MARTIN YALE EUROPE,  AS A COMBINED

REPORTING UNIT. THE APPRAISAL STUDY UTILIZED A COMBINATION INCOME AND MARKET APPROACH. THE MARKET APPROACH WAS WEIGHTED 50% AND THE INCOME APPROACH

WAS WEIGHTED 50% TO ARRIVE AT THE FINAL FAIR VALUE DETERMINATION.  THE DISCOUNT RATE USED IN THE 2012 DISCOUNTED CASH FLOW CALCULATION WAS 11.2%
COMPARED TO 12.0% FOR 2011. THE DISCOUNT RATE WAS DEVELOPED IN ACCORDANCE WITH THE RISKINESS OF THE FUTURE REVENUES AND EXPENSES OF MARTIN YALE AND

ALSO REFLECTS MARKET PARTICIPANT RATES OF RETURN. THE METHODOLOGY USED IN 2012 IS CONSISTENT WITH THAT USED PREVIOUSLY. PROJECTED REVENUES AND COSTS FOR

2013 AND BEYOND REFLECT THE COMPANY’S BEST ESTIMATE OF THE CURRENT GLOBAL ECONOMIC SITUATION,  DEMAND FOR EXISTING PRODUCTS,  THE STATUS OF NEW

PRODUCTS AND PRODUCT IMPROVEMENTS,  AND THE PROJECTED COST OF RAW MATERIALS AND MANUFACTURING THAT ARE DEEMED MATERIAL IN PROJECTING FUTURE OUTCOMES.
 
THE COMPANY’S TESTING DETERMINED THAT GOODWILL OF THE ESCALADE SPORTS REPORTING UNIT WAS NOT IMPAIRED. THE TESTING OF THE MARTIN YALE GROUP REPORTING

UNIT RESULTED IN A GOODWILL IMPAIRMENT LOSS OF $13.2 MILLION IN THE THIRD QUARTER OF 2012. IN ADDITION,  THE COMPANY RECORDED AN INTANGIBLE ASSET IMPAIRMENT

FOR THIS SEGMENT RELATED TO OTHER INTANGIBLES FOR MARTIN YALE GROUP OF $0.2 MILLION. THE GOODWILL IMPAIRMENT LOSS REDUCES TO ZERO THE CARRYING VALUE OF

GOODWILL RECORDED AS PART OF VARIOUS ACQUISITIONS IN THE INFORMATION SECURITY AND PRINT FINISHING SEGMENT FOR PURCHASES FROM 2003 THROUGH 2008.
 
OF THE TOTAL RECORDED GOODWILL OF $12.0 MILLION AT DECEMBER 29, 2012, THE ENTIRE AMOUNT WAS ALLOCATED TO THE ESCALADE SPORTS REPORTING UNIT.  THE

RESULTS OF THE IMPAIRMENT TEST FOR THE ESCALADE SPORTS REPORTING UNIT INDICATED THAT THE FAIR VALUE OF INVESTED CAPITAL EXCEEDED THE CARRYING VALUE OF

INVESTED CAPITAL BY A SIGNIFICANT MARGIN AS OF DECEMBER 29, 2012.
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Long Lived Assets
THE COMPANY EVALUATES THE RECOVERABILITY OF CERTAIN LONG-LIVED ASSETS WHENEVER EVENTS OR CHANGES IN CIRCUMSTANCES INDICATE THAT THE CARRYING AMOUNT

MAY NOT BE RECOVERABLE. ESTIMATES OF FUTURE CASH FLOWS USED TO TEST RECOVERABILITY OF LONG-LIVED ASSETS INCLUDE SEPARATELY IDENTIFIABLE UNDISCOUNTED

CASH FLOWS EXPECTED TO ARISE FROM THE USE AND EVENTUAL DISPOSITION OF THE ASSETS. WHERE ESTIMATED FUTURE CASH FLOWS ARE LESS THAN THE CARRYING VALUE OF

THE ASSETS,  IMPAIRMENT LOSSES ARE RECOGNIZED BASED ON THE AMOUNT BY WHICH THE CARRYING VALUE EXCEEDS THE FAIR VALUE OF THE ASSETS.
 
THE COMPANY CONSOLIDATED ITS MEXICO OPERATIONS INTO ITS ROSARITO, MEXICO FACILITY DURING 2008 AND CEASED OPERATIONS AT ITS REYNOSA, MEXICO FACILITY IN

FEBRUARY 2009. DURING 2008, THE COMPANY RECORDED AN IMPAIRMENT LOSS OF $2.6 MILLION RELATED TO THE REYNOSA FACILITY AND SINCE 2009 THIS FACILITY HAD

BEEN LISTED AS IDLE. DURING 2011, THE COMPANY SOLD THE REYNOSA FACILITY AND RECORDED A PRE-TAX GAIN OF $380 THOUSAND AND A COMBINED MEXICO AND U.S.
TAX LIABILITY OF $474 THOUSAND FOR A NET LOSS OF $94 THOUSAND.
 
Non-Marketable Equity Method Investments
THE COMPANY HAS MINORITY EQUITY POSITIONS IN COMPANIES STRATEGICALLY RELATED TO THE COMPANY’S BUSINESS,  BUT DOES NOT HAVE CONTROL OVER THESE COMPANIES.
THE ACCOUNTING METHOD EMPLOYED IS DEPENDENT ON THE LEVEL OF OWNERSHIP AND DEGREE OF INFLUENCE THE COMPANY CAN EXERT ON OPERATIONS. WHERE THE EQUITY

INTEREST IS LESS THAN 20% AND THE DEGREE OF INFLUENCE IS NOT SIGNIFICANT,  THE COST METHOD OF ACCOUNTING IS EMPLOYED. WHERE THE EQUITY INTEREST IS GREATER

THAN 20% BUT NOT MORE THAN 50%, THE EQUITY METHOD OF ACCOUNTING IS UTILIZED. UNDER THE EQUITY METHOD,  THE COMPANY’S PROPORTIONATE SHARE OF NET

INCOME (LOSS) IS RECORDED IN OTHER INCOME ON THE CONSOLIDATED STATEMENTS OF OPERATIONS. THE PROPORTIONATE SHARE OF NET INCOME WAS $3.0 MILLION, $3.3 MILLION

AND $2.0 MILLION IN 2012, 2011 AND 2010, RESPECTIVELY. TOTAL CASH DIVIDENDS RECEIVED FROM THESE EQUITY INVESTMENTS AMOUNTED TO $444 THOUSAND, $323
THOUSAND,  AND $0 IN 2012, 2011 AND 2010, RESPECTIVELY. THE COMPANY CONSIDERS WHETHER THE FAIR VALUES OF ANY OF ITS EQUITY INVESTMENTS HAVE DECLINED

BELOW THEIR CARRYING VALUE WHENEVER ADVERSE EVENTS OR CHANGES IN CIRCUMSTANCES INDICATE THAT RECORDED VALUES MAY NOT BE RECOVERABLE. IF THE COMPANY

CONSIDERS ANY SUCH DECLINE TO BE OTHER THAN TEMPORARY (BASED ON VARIOUS FACTORS,  INCLUDING HISTORICAL FINANCIAL RESULTS,  PRODUCT DEVELOPMENT ACTIVITIES

AND OVERALL HEALTH OF THE INVESTMENTS’ INDUSTRY), A WRITE-DOWN IS RECORDED TO ESTIMATED FAIR VALUE.
 
DURING 2012 ONE EQUITY METHOD INVESTMENT,  ESCALADE INTERNATIONAL,  LTD.  PERFORMED BELOW EXPECTATIONS,  AND THIS ENTITY ENCOUNTERED UNEXPECTED

ATTRITION OF CERTAIN SIGNIFICANT CUSTOMERS AS OF THE END OF THE THIRD QUARTER 2012. DUE TO THESE EVENTS,  THE COMPANY EVALUATED THE ECONOMIC AND

STRATEGIC BENEFITS OF CONTINUING TO HOLD THIS INVESTMENT. BASED ON THE REVIEW PERFORMED AS OF OCTOBER 6, 2012, THE COMPANY DETERMINED THAT THE FAIR

VALUE OF THIS INVESTMENT WAS LESS THAN ITS CARRYING VALUE AND THAT THIS IMPAIRMENT WAS OTHER THAN TEMPORARY. AS A RESULT,  THE COMPANY RECOGNIZED OTHER

THAN TEMPORARY IMPAIRMENT OF $0.4 MILLION ($0.2 MILLION,  NET OF TAXES). THERE WAS NO IMPAIRMENT LOSS RECOGNIZED ON EQUITY METHOD INVESTMENTS IN 2011 OR

2010.
 
Effect of Inflation
 
THE COMPANY CANNOT ACCURATELY DETERMINE THE PRECISE EFFECTS OF INFLATION. THE COMPANY ATTEMPTS TO PASS ON INCREASED COSTS AND EXPENSES THROUGH PRICE

INCREASES WHEN NECESSARY. THE COMPANY IS WORKING ON REDUCING EXPENSES;  IMPROVING MANUFACTURING TECHNOLOGIES;  AND REDESIGNING PRODUCTS TO KEEP THESE

COSTS UNDER CONTROL.
 
Capital Expenditures
 
AS OF DECEMBER 29, 2012, THE COMPANY HAD NO MATERIAL COMMITMENTS FOR CAPITAL EXPENDITURES. HOWEVER,  THE COMPANY EXPECTS TO CONTINUE THE ROLL-OUT OF

THE EPICOR ERP SYSTEM WHICH IS EXPECTED TO COST $0.6 MILLION IN 2013. DURING 2011, THE COMPANY IMPLEMENTED A REPLACEMENT OF THE ORACLE ERP SYSTEM AT

ITS REMAINING SPORTING GOODS FACILITY. THIS NEW SYSTEM WENT LIVE AS OF JANUARY 1, 2012 AT AN APPROXIMATE COST OF $0.5 MILLION. IN ADDITION,  DURING 2011
THE COMPANY BEGAN AN IMPLEMENTATION OF EPICOR AT ITS MARTIN YALE GERMANY FACILITY. THE SYSTEM WENT LIVE AT THE BEGINNING OF THE THIRD QUARTER OF 2012
AT A TOTAL COST OF $0.5 MILLION. THE COMPANY HAS DEVELOPED A ROLL-OUT STRATEGY FOR ITS REMAINING SPORTING GOODS LOCATIONS AND IS CURRENTLY EVALUATING THE

APPROACH FOR ITS REMAINING MARTIN YALE EUROPEAN LOCATIONS.
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ITEM 7A — QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 
THE COMPANY IS EXPOSED TO FINANCIAL MARKET RISKS,  INCLUDING CHANGES IN CURRENCY EXCHANGE RATES,  INTEREST RATES AND MARKETABLE EQUITY SECURITY PRICES.
THE COMPANY ATTEMPTS TO MINIMIZE THESE RISKS THROUGH REGULAR OPERATING AND FINANCING ACTIVITIES AND,  WHEN CONSIDERED APPROPRIATE,  THROUGH THE USE OF

DERIVATIVE FINANCIAL INSTRUMENTS. DURING FISCAL 2012, THERE WERE NO DERIVATIVES IN USE. THE COMPANY DOES NOT PURCHASE,  HOLD OR SELL DERIVATIVE FINANCIAL

INSTRUMENTS FOR TRADING OR 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 BOTH

LIBOR AND 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.
 
Foreign Currency
THE COMPANY CONDUCTS BUSINESS IN VARIOUS COUNTRIES AROUND THE WORLD AND IS THEREFORE SUBJECT TO RISKS ASSOCIATED WITH FLUCTUATING FOREIGN EXCHANGE

RATES. APPROXIMATELY 16% OF CONSOLIDATED REVENUE IS DERIVED FROM SALES OUTSIDE OF THE U.S. 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, SOUTH AFRICA RAND, SWEDISH KRONA, MEXICAN PESO AND CHINESE YUAN.
 
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 UNREALIZED EFFECT OF FOREIGN CURRENCY TRANSLATION IN 2012 RESULTED IN A $0.8 MILLION GAIN

THAT WAS RECORDED IN STOCKHOLDERS’  EQUITY AS AN INCREASE OF OTHER COMPREHENSIVE INCOME,  COMPARED TO A $0 .6  MILLION LOSS THAT WAS RECORDED IN

STOCKHOLDERS’ EQUITY AS A DECREASE IN OTHER COMPREHENSIVE INCOME IN 2011, AND A $0.8 MILLION LOSS IN 2010. AT DECEMBER 29, 2012, A HYPOTHETICAL CHANGE

OF 10% IN FOREIGN CURRENCY EXCHANGE RATES WOULD CAUSE A $2.1 MILLION CHANGE TO STOCKHOLDERS’ EQUITY ON OUR CONSOLIDATED BALANCE SHEET AND A $909
THOUSAND CHANGE TO NET INCOME IN OUR CONSOLIDATED STATEMENT OF OPERATIONS.
 
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. HISTORICAL TRENDS

IN CURRENCY EXCHANGES INDICATE THAT IT IS REASONABLY POSSIBLE THAT ADVERSE CHANGES IN EXCHANGE RATES OF 20% FOR THE EURO COULD BE EXPERIENCED IN THE

NEAR TERM. A HYPOTHETICAL ADVERSE CHANGE OF 20% WOULD HAVE RESULTED IN A DECLINE OF 2.3% IN NET REVENUES AND A 37% DECREASE IN NET INCOME IN 2012.
 
ITEM 8 — FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
 
THE FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA REQUIRED BY ITEM 8 ARE SET FORTH IN PART IV, ITEM 15.
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ITEM 9 — CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
 
NONE.
 
ITEM 9A —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,  COULD 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 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.
 
Management’s Report on Internal Control over Financial Reporting
 
ESCALADE’S MANAGEMENT IS RESPONSIBLE FOR ESTABLISHING AND MAINTAINING ADEQUATE INTERNAL CONTROL OVER FINANCIAL REPORTING FOR THE COMPANY. ESCALADE’S

INTERNAL CONTROL SYSTEM WAS DESIGNED TO PROVIDE REASONABLE ASSURANCE REGARDING THE RELIABILITY OF FINANCIAL REPORTING AND THE PREPARATION OF FINANCIAL

STATEMENTS FOR EXTERNAL PURPOSES IN ACCORDANCE WITH GENERALLY ACCEPTED ACCOUNTING PRINCIPLES. INTERNAL CONTROL OVER FINANCIAL REPORTING OF THE COMPANY

INCLUDES THOSE POLICIES AND PROCEDURES THAT:
 

(1) PERTAIN TO THE MAINTENANCE OF RECORDS THAT IN REASONABLE DETAIL ACCURATELY AND FAIRLY REFLECT THE TRANSACTIONS OF THE COMPANY;
 
(2) PROVIDE REASONABLE ASSURANCE THAT TRANSACTIONS ARE RECORDED AS NECESSARY TO PERMIT PREPARATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES,  AND THAT RECEIPTS AND EXPENDITURES OF THE COMPANY ARE BEING MADE ONLY IN ACCORDANCE WITH AUTHORIZATIONS OF

MANAGEMENT AND DIRECTORS OF THE COMPANY; AND

 
(3) PROVIDE REASONABLE ASSURANCE REGARDING PREVENTION OR TIMELY DETECTION OF UNAUTHORIZED ACQUISITION,  USE OR DISPOSITION OF THE COMPANY’S

ASSETS THAT COULD HAVE A MATERIAL EFFECT ON THE COMPANY’S FINANCIAL STATEMENTS.
 
ALL INTERNAL CONTROL SYSTEMS,  NO MATTER HOW WELL DESIGNED,  HAVE INHERENT LIMITATIONS,  INCLUDING THE POSSIBILITY OF HUMAN ERROR OR CIRCUMVENTION THROUGH

COLLUSION OR IMPROPER OVERRIDING OF CONTROLS.  THEREFORE,  EVEN THOSE INTERNAL CONTROL SYSTEMS DETERMINED TO BE EFFECTIVE CAN PROVIDE ONLY REASONABLE

ASSURANCE WITH RESPECT TO FINANCIAL STATEMENT PREPARATION. FURTHER,  BECAUSE OF CHANGES IN CONDITIONS,  THE EFFECTIVENESS OF INTERNAL CONTROL MAY VARY

OVER TIME.
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THE MANAGEMENT OF ESCALADE ASSESSED THE EFFECTIVENESS OF THE COMPANY’S INTERNAL CONTROL OVER FINANCIAL REPORTING AS OF DECEMBER 29, 2012. IN MAKING

ITS ASSESSMENT OF INTERNAL CONTROL OVER FINANCIAL REPORTING,  MANAGEMENT USED THE CRITERIA SET FORTH BY THE COMMITTEE OF SPONSORING ORGANIZATIONS OF THE

TREADWAY COMMISSION (COSO) IN Internal Control – Integrated Framework  AND IMPLEMENTED A PROCESS TO MONITOR AND ASSESS BOTH THE DESIGN AND

OPERATING EFFECTIVENESS OF THE COMPANY’S INTERNAL CONTROLS.  BASED ON THIS ASSESSMENT,  MANAGEMENT BELIEVES THAT,  AS OF DECEMBER 29, 2012, THE

COMPANY’S INTERNAL CONTROL OVER FINANCIAL REPORTING WAS EFFECTIVE.
 
THIS ANNUAL REPORT ON FORM 10-K DOES NOT INCLUDE AN ATTESTATION REPORT OF THE COMPANY’S REGISTERED PUBLIC ACCOUNTING FIRM REGARDING INTERNAL CONTROL

OVER FINANCIAL REPORTING. MANAGEMENT’S REPORT REGARDING INTERNAL CONTROL OVER FINANCIAL REPORTING IS NOT SUBJECT TO ATTESTATION BY THE COMPANY’S

REGISTERED PUBLIC ACCOUNTING FIRM PURSUANT TO RULES OF THE SECURITIES AND EXCHANGE COMMISSION THAT PERMIT THE COMPANY TO PROVIDE ONLY MANAGEMENT’S

REPORT IN THIS ANNUAL REPORT ON FORM 10-K. IN ADDITION,  THIS REPORT BY MANAGEMENT REGARDING INTERNAL CONTROL OVER FINANCIAL REPORTING IS SPECIFICALLY NOT

INCORPORATED BY REFERENCE INTO THIS ANNUAL REPORT ON FORM 10-K OR INTO ANY OTHER FILING BY THE COMPANY UNDER THE SECURITIES ACT OF 1933, AS AMENDED,
OR THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED.
 

/S/ Robert J. Keller, Chief Executive Officer /s/ Deborah J. Meinert, Chief Financial Officer
  
Changes in Internal Control over Financial Reporting
 
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 FOURTH QUARTER OF

2012. IN CONNECTION WITH SUCH EVALUATION,  THERE HAVE BEEN NO CHANGES TO THE COMPANY’S INTERNAL CONTROL OVER FINANCIAL REPORTING THAT OCCURRED SINCE THE

BEGINNING OF THE COMPANY’S FOURTH QUARTER OF 2012 THAT HAVE MATERIALLY AFFECTED,  OR ARE REASONABLY LIKELY TO MATERIALLY AFFECT,  THE COMPANY’S INTERNAL

CONTROL OVER FINANCIAL REPORTING.
 
ITEM 9B — OTHER INFORMATION
 
NONE.
 

Part III
 

ITEM 10 — DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
 
INFORMATION REQUIRED UNDER THIS ITEM WITH RESPECT TO DIRECTORS AND EXECUTIVE OFFICERS IS CONTAINED IN THE REGISTRANT'S PROXY STATEMENT RELATING TO ITS

ANNUAL MEETING OF STOCKHOLDERS SCHEDULED TO BE HELD ON APRIL 26, 2013 UNDER THE CAPTIONS “CERTAIN BENEFICIAL OWNERS,” “ELECTION OF DIRECTORS,”
“EXECUTIVE OFFICERS OF THE REGISTRANT,” “BOARD OF DIRECTORS,  ITS COMMITTEES,  MEETINGS AND FUNCTIONS, ”  AND “BENEFICIAL OWNERSHIP REPORTING

COMPLIANCE” AND IS INCORPORATED HEREIN BY REFERENCE.
 
ITEM 11— EXECUTIVE COMPENSATION
 
INFORMATION REQUIRED UNDER THIS ITEM IS CONTAINED IN THE REGISTRANT'S PROXY STATEMENT RELATING TO ITS ANNUAL MEETING OF STOCKHOLDERS SCHEDULED TO BE HELD

ON APRIL 26, 2013 UNDER THE CAPTIONS “COMPENSATION DISCUSSION AND ANALYSIS,” “COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION,” “REPORT

OF COMPENSATION COMMITTEE”  AND “EXECUTIVE COMPENSATION”  AND IS INCORPORATED HEREIN BY REFERENCE,  EXCEPT THAT THE INFORMATION REQUIRED BY ITEM

407(E)(5) OF REGULATION S-K WHICH APPEARS UNDER THE CAPTION “REPORT OF COMPENSATION COMMITTEE” IS SPECIFICALLY NOT INCORPORATED BY REFERENCE INTO THIS

FORM 10-K OR INTO ANY OTHER FILING BY THE REGISTRANT UNDER THE SECURITIES ACT OF 1933 OR THE SECURITIES EXCHANGE ACT OF 1934.
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ITEM 12—SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS
 
EXCEPT FOR THE INFORMATION REQUIRED BY ITEM 201(D)  OF REGULATION S-K, WHICH IS INCLUDED BELOW,  INFORMATION REQUIRED BY THIS ITEM IS CONTAINED IN THE

REGISTRANT’S PROXY STATEMENT RELATING TO ITS ANNUAL MEETING OF STOCKHOLDERS SCHEDULED TO BE HELD ON APRIL 26, 2013 UNDER THE CAPTIONS “CERTAIN

BENEFICIAL OWNERS” AND “ELECTION OF DIRECTORS” AND IS INCORPORATED HEREIN BY REFERENCE.
 

Equity Compensation Plan Information
 

PLAN CATEGORY  

NUMBER OF

SECURITIES TO BE ISSUED

UPON EXERCISE OF

OUTSTANDING OPTIONS,
WARRANTS AND RIGHTS   

WEIGHTED-AVERAGE

EXERCISE PRICE 
OF OUTSTANDING OPTIONS,

WARRANTS

AND RIGHTS   

NUMBER OF

SECURITIES REMAINING 
AVAILABLE FOR FUTURE

ISSUANCE  
          
EQUITY COMPENSATION PLANS APPROVED BY SECURITY

HOLDERS (1)   692,875  $ 4.49   1,401,516 
EQUITY COMPENSATION PLANS NOT APPROVED BY SECURITY

HOLDERS   —   —   — 
TOTAL   692,875       1,401,516 

 
(1) THESE PLANS INCLUDE THE COMPANY’S 1997 INCENTIVE STOCK OPTION PLAN,  THE 1997 DIRECTOR STOCK OPTION PLAN,  THE ESCALADE, INCORPORATED 2007
INCENTIVE PLAN,  AN ADDITIONAL 1,500,000 SHARES ADDED UNDER AN AMENDMENT TO THE ESCALADE 2007 INCENTIVE PLAN WHICH WAS APPROVED AT ESCALADE’S 2012
ANNUAL MEETING OF STOCKHOLDERS,  AND A SPECIAL GRANT OF 10,000 OPTIONS TO DIRECTORS APPROVED AT THE 2006 ANNUAL SHAREHOLDERS MEETING.
 
ITEM 13—CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE
 
THE INFORMATION REQUIRED BY ITEM 407(A)  OF REGULATION S -K IS CONTAINED IN THE REGISTRANT’S PROXY STATEMENT RELATING TO ITS ANNUAL MEETING OF

STOCKHOLDERS TO BE HELD ON APRIL 26, 2013 UNDER THE CAPTIONS “ELECTION OF DIRECTORS”  AND “BOARD OF DIRECTORS,  ITS COMMITTEES,  MEETINGS AND

FUNCTIONS”  AND IS INCORPORATED HEREIN BY REFERENCE.  THE INFORMATION REQUIRED BY ITEM 404 OF REGULATION S-K IS CONTAINED IN THE REGISTRANT’S PROXY

STATEMENT RELATING TO ITS ANNUAL MEETING OF STOCKHOLDERS SCHEDULED TO BE HELD ON APRIL 26, 2013 UNDER THE CAPTION “CERTAIN RELATIONSHIPS AND RELATED

PERSON TRANSACTIONS” AND IS INCORPORATED HEREIN BY REFERENCE.
 
ITEM 14 — PRINCIPAL ACCOUNTING FEES AND SERVICES

 
THE INFORMATION REQUIRED BY THIS ITEM IS CONTAINED IN THE REGISTRANT’S PROXY STATEMENT RELATING TO ITS ANNUAL MEETING OF STOCKHOLDERS SCHEDULED TO BE

HELD ON APRIL 26, 2013 UNDER THE CAPTION “PRINCIPAL ACCOUNTING FIRM FEES” AND IS INCORPORATED HEREIN BY REFERENCE.
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Part IV

 
ITEM 15—EXHIBITS, FINANCIAL STATEMENT SCHEDULES
 
(A) Documents filed as a part of this report:
 

(1) Financial StatementS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

 
CONSOLIDATED FINANCIAL STATEMENTS OF ESCALADE, INCORPORATED AND SUBSIDIARIES:

CONSOLIDATED BALANCE SHEETS—DECEMBER 29, 2012 AND DECEMBER 31, 2011
CONSOLIDATED STATEMENTS OF OPERATIONS—FISCAL YEARS ENDED DECEMBER 29, 2012, DECEMBER 31, 2011, AND DECEMBER 25, 2010
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)—FISCAL YEARS ENDED DECEMBER 29, 2012, DECEMBER 31, 2011, AND

DECEMBER 25, 2010
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY—FISCAL YEARS ENDED DECEMBER 29, 2012, DECEMBER 31, 2011, AND DECEMBER 25,

2010
CONSOLIDATED STATEMENTS OF CASH FLOWS—FISCAL YEARS ENDED DECEMBER 29, 2012, DECEMBER 31, 2011, AND DECEMBER 25, 2010
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

 
ALL OTHER SCHEDULES ARE OMITTED BECAUSE OF THE ABSENCE OF CONDITIONS UNDER WHICH THEY ARE REQUIRED OR BECAUSE THE REQUIRED INFORMATION IS
GIVEN IN THE CONSOLIDATED FINANCIAL STATEMENTS OR NOTES THERETO.
 

(3) Exhibits
3.1 ARTICLES OF INCORPORATION OF ESCALADE, INCORPORATED (B)
3.2 AMENDED BY-LAWS OF ESCALADE, INCORPORATED (N)
4.1 FORM OF ESCALADE, INCORPORATED'S COMMON STOCK CERTIFICATE (A)
10.1 LICENSING AGREEMENT BETWEEN SWEDEN TABLE TENNIS AB AND INDIAN INDUSTRIES, INC. DATED JANUARY 1, 1995 (C)
10.2 CREDIT AGREEMENT DATED AS OF APRIL 30, 2009 AMONG ESCALADE, INCORPORATED AND JPMORGAN CHASE BANK, N.A. (WITHOUT

EXHIBITS AND SCHEDULES,  WHICH ESCALADE HAS DETERMINED ARE NOT MATERIAL) (H)
10.3 PLEDGE AND SECURITY AGREEMENT DATED AS OF APRIL 30, 2009 BY AND BETWEEN ESCALADE, INCORPORATED AND JPMORGAN CHASE

BANK, N.A. (WITHOUT EXHIBITS AND SCHEDULES,  WHICH ESCALADE HAS DETERMINED ARE NOT MATERIAL) (H)
10.4 FORM OF PLEDGE AND SECURITY AGREEMENT DATED AS OF APRIL 30, 2009 WITH JPMORGAN CHASE BANK, N.A. (G) (I)
10.5 FORM OF UNLIMITED CONTINUING GUARANTY DATED AS OF APRIL 30, 2009 IN FAVOR OF JPMORGAN CHASE BANK, N.A. (H) (I)
10.6 FIRST AMENDMENT DATED AS OF JULY 29, 2009 TO CREDIT AGREEMENT BY AND BETWEEN ESCALADE, INCORPORATED AND JPMORGAN

CHASE BANK, N.A. (J)
10.7 SECOND AMENDMENT DATED AS OF SEPTEMBER 30, 2009 TO CREDIT AGREEMENT BY AND BETWEEN ESCALADE, INCORPORATED AND

JPMORGAN CHASE BANK, N.A. (K)
10.8 THIRD AMENDMENT DATED AS OF OCTOBER 30, 2009 TO CREDIT AGREEMENT BY AND BETWEEN ESCALADE, INCORPORATED AND JPMORGAN

CHASE BANK, N.A. (L)
10.9 LOAN AGREEMENT DATED SEPTEMBER 1, 1998 BETWEEN MARTIN YALE INDUSTRIES, INC. AND CITY OF WABASH, INDIANA (E)
10.10 TRUST INDENTURE BETWEEN THE CITY OF WABASH, INDIANA AND BANK ONE TRUST COMPANY, NA AS TRUSTEE DATED SEPTEMBER 1,

1998 RELATING TO THE ADJUSTABLE RATE ECONOMIC DEVELOPMENT REVENUE REFUNDING BONDS, SERIES 1998 (MARTIN YALE

INDUSTRIES, INC. PROJECT) (E)
10.11 FOURTH AMENDMENT DATED AS OF MARCH 1, 2010 TO CREDIT AGREEMENT BY AND BETWEEN ESCALADE, INCORPORATED AND JPMORGAN

CHASE BANK, N.A. (M)
10.12 FIFTH AMENDMENT DATED AS OF APRIL 15, 2010 TO CREDIT AGREEMENT BY AND BETWEEN ESCALADE, INCORPORATED AND JPMORGAN

CHASE BANK, N.A. (O)
10.13 SIXTH AMENDMENT TO CREDIT AGREEMENT DATED AS OF MAY 31, 2010 BY AND BETWEEN ESCALADE, INCORPORATED AND JPMORGAN

CHASE BANK, N.A. (P)
10.14 OVERDRAFT FACILITY BY AND BETWEEN ESCALADE, INCORPORATED AND JPMORGAN CHASE BANK, N.A., LONDON BRANCH (P)
10.15 SEVENTH AMENDMENT TO CREDIT AGREEMENT DATED AS OF APRIL 14, 2011 BY AND BETWEEN ESCALADE, INCORPORATED AND JPMORGAN

CHASE BANK, N.A. (R)
10.16 EIGHTH AMENDMENT TO CREDIT AGREEMENT DATED AS OF MAY 4, 2012 BY AND BETWEEN ESCALADE, INCORPORATED AND JPMORGAN

CHASE BANK, N.A. (S)
 

(4) Executive Compensation Plans and Arrangements
10.17 INCENTIVE COMPENSATION PLAN FOR ESCALADE, INCORPORATED AND ITS SUBSIDIARIES (A)
10.18 1997 DIRECTOR STOCK COMPENSATION AND OPTION PLAN (D)
10.19 1997 INCENTIVE STOCK OPTION PLAN (D)
10.20 1997 DIRECTOR STOCK COMPENSATION AND OPTION PLAN CERTIFICATE (F)
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10.21 1997 INCENTIVE STOCK OPTION PLAN CERTIFICATE (F)
10.22 FORM OF RESTRICTED STOCK UNIT AGREEMENT UTILIZED IN RESTRICTED STOCK UNIT GRANTS PURSUANT TO THE ESCALADE INCORPORATED

2007 INCENTIVE PLAN (G)
10.23 ESCALADE, INCORPORATED SCHEDULE OF DIRECTORS COMPENSATION

10.24 ESCALADE, INCORPORATED SCHEDULE OF EXECUTIVE OFFICERS COMPENSATION

10.25 FORM OF STOCK OPTION AWARD AGREEMENT UTILIZED IN STOCK OPTION GRANTS TO EMPLOYEES PURSUANT TO THE ESCALADE, INCORPORATED

2007 INCENTIVE PLAN (Q)
10.26 FORM OF STOCK OPTION AWARD AGREEMENT UTILIZED IN STOCK OPTION GRANTS TO DIRECTORS PURSUANT TO THE ESCALADE, INCORPORATED

2007 INCENTIVE PLAN (Q)
10.27 ESCALADE INCORPORATED 2007 INCENTIVE PLAN,  AS AMENDED,  INCORPORATED BY REFERENCE HEREIN FROM ANNEX 1 AND 2 TO THE

REGISTRANT’S 2012 DEFINITIVE PROXY STATEMENT (T)
10.28 EXECUTIVE SEVERANCE AGREEMENT,  DATED SEPTEMBER 14, 2012 BETWEEN ROBERT KELLER AND ESCALADE, INC. (U)

 
21 SUBSIDIARIES OF THE REGISTRANT

23.1 CONSENT OF BKD, LLP
23.2 CONSENT OF FALK GMBH & CO KG
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

 
(A) INCORPORATED BY REFERENCE FROM THE COMPANY’S FORM S-2 REGISTRATION STATEMENT, FILE NO. 33-16279, AS DECLARED EFFECTIVE BY THE

SECURITIES AND EXCHANGE COMMISSION ON SEPTEMBER 2, 1987
(B) INCORPORATED BY REFERENCE FROM THE COMPANY'S 2007 FIRST QUARTER REPORT ON FORM 10-Q
(C) INCORPORATED BY REFERENCE FROM THE COMPANY'S 1995 ANNUAL REPORT ON FORM 10-K
(D) INCORPORATED BY REFERENCE FROM THE COMPANY'S 1997 PROXY STATEMENT

(E) INCORPORATED BY REFERENCE FROM THE COMPANY'S 1998 THIRD QUARTER REPORT ON FORM 10-Q
(F) INCORPORATED BY REFERENCE FROM THE COMPANY'S 2004 ANNUAL REPORT ON FORM 10-K
(G) INCORPORATED BY REFERENCE FROM THE COMPANY'S FORM 8-K FILED ON FEBRUARY 29, 2008
(H) INCORPORATED BY REFERENCE FROM THE COMPANY'S FORM 8-K FILED ON MAY 6, 2009
(I) EACH OF ESCALADE’S ELEVEN DOMESTIC SUBSIDIARIES HAS ENTERED INTO THE IDENTICAL FORM OF PLEDGE AND SECURITY AGREEMENT AND FORM OF

UNLIMITED CONTINUING GUARANTY. THOSE ELEVEN DOMESTIC SUBSIDIARIES ARE: INDIAN INDUSTRIES, INC.; HARVARD SPORTS, INC.; MARTIN YALE

INDUSTRIES, INC.; U.S. WEIGHT, INC.; BEAR ARCHERY, INC.; ESCALADE SPORTS PLAYGROUND, INC.; SCHLEICHER & CO. AMERICA, INC.; OLYMPIA

BUSINESS SYSTEMS, INC.; EIM COMPANY, INC.; SOP SERVICES, INC.; AND ESCALADE INSURANCE, INC.
(J) INCORPORATED BY REFERENCE FROM THE COMPANY’S FORM 8-K FILED ON JULY 30, 2009
(K) INCORPORATED BY REFERENCE FROM THE COMPANY’S FORM 8-K FILED ON SEPTEMBER 30, 2009
(L) INCORPORATED BY REFERENCE FROM THE COMPANY'S 2009 THIRD QUARTER REPORT ON FORM 10-Q
(M) INCORPORATED BY REFERENCE FROM THE COMPANY’S FORM 8-K FILED ON MARCH 2, 2010
(N) INCORPORATED BY REFERENCE FROM THE COMPANY’S 2010 SECOND QUARTER REPORT ON FORM 10-Q FILED ON AUGUST 2, 2010
(O) INCORPORATED BY REFERENCE FROM THE COMPANY’S 2010 FIRST QUARTER REPORT ON FORM 10-Q FILED ON APRIL 16, 2010
(P) INCORPORATED BY REFERENCE FROM THE COMPANY’S FORM 8-K FILED ON JUNE 4, 2010
(Q) INCORPORATED BY REFERENCE FROM THE COMPANY’S 2009 ANNUAL REPORT ON FORM 10-K FILED ON MARCH 5, 2010
(R) INCORPORATED BY REFERENCE FROM THE COMPANY’S FORM 8-K FILED ON APRIL 20, 2011
(S) INCORPORATED BY REFERENCE FROM THE COMPANY’S FORM 8-K FILED ON MAY 7, 2012
(T) INCORPORATED BY REFERENCE FROM THE COMPANY’S 2012 PROXY STATEMENT

(U) INCORPORATED BY REFERENCE FROM THE COMPANY’S FORM 8-K FILED ON SEPTEMBER 19, 2012
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Reports of Independent Registered Public Accounting Firms

 
AUDIT COMMITTEE, BOARD OF DIRECTORS AND STOCKHOLDERS

ESCALADE, INCORPORATED

EVANSVILLE, INDIANA

 
WE HAVE AUDITED THE ACCOMPANYING CONSOLIDATED BALANCE SHEETS OF ESCALADE, INCORPORATED (COMPANY) AS OF DECEMBER 29, 2012 AND DECEMBER 31, 2011,
AND THE RELATED CONSOLIDATED STATEMENTS OF OPERATIONS,  COMPREHENSIVE INCOME (LOSS), STOCKHOLDERS’ EQUITY AND CASH FLOWS FOR EACH OF THE YEARS IN THE

THREE-YEAR PERIOD ENDED DECEMBER 31, 2012. THE COMPANY'S MANAGEMENT IS RESPONSIBLE FOR THESE FINANCIAL STATEMENTS. OUR RESPONSIBILITY IS TO EXPRESS AN

OPINION ON THESE FINANCIAL STATEMENTS BASED ON OUR AUDITS. WE DID NOT AUDIT THE 2012, 2011 AND 2010 FINANCIAL STATEMENTS (CONSISTING OF THE BALANCE

SHEET AND RELATED STATEMENT OF OPERATIONS) OF MARTIN YALE INTERNATIONAL, GMBH, A WHOLLY-OWNED SUBSIDIARY,  WHICH STATEMENTS WERE PRESENTED ON THE

BASIS OF ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN GERMANY AND REFLECT TOTAL ASSETS OF $13,194, $16,146 AND $14,913 AND NET SALES OF $15,226,
$20,366 AND $16,880 (DOLLARS IN THOUSANDS) FOR 2012, 2011 AND 2010, RESPECTIVELY,  INCLUDED IN THE RELATED CONSOLIDATED FINANCIAL STATEMENT AMOUNTS

AS OF AND FOR THE YEARS ENDED DECEMBER 29, 2012, DECEMBER 31, 2011, AND DECEMBER 25, 2010. THOSE BALANCE SHEETS AND STATEMENTS OF OPERATIONS FOR

MARTIN YALE INTERNATIONAL, GMBH, ARE BASED SOLELY ON THE REPORTS OF THE OTHER ACCOUNTANTS.
 
OUR AUDITS ALSO INCLUDED AUDITING THE ADJUSTMENTS TO CONVERT THE BALANCE SHEETS AND STATEMENTS OF OPERATIONS OF MARTIN YALE INTERNATIONAL, GMBH
INTO ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNITED STATES OF AMERICA FOR PURPOSES OF CONSOLIDATION. OUR AUDITS ALSO INCLUDED AUDITING THE

AMOUNTS REFLECTED IN THE CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS), CASH FLOWS AND STOCKHOLDERS’ EQUITY FOR MARTIN YALE INTERNATIONAL,
GMBH.
 
WE CONDUCTED OUR AUDITS IN ACCORDANCE WITH THE STANDARDS OF THE PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD (UNITED STATES). THOSE STANDARDS

REQUIRE THAT WE PLAN AND PERFORM THE AUDITS TO OBTAIN REASONABLE ASSURANCE ABOUT WHETHER THE FINANCIAL STATEMENTS ARE FREE OF MATERIAL MISSTATEMENT.
THE COMPANY IS NOT REQUIRED TO HAVE,  NOR WERE WE ENGAGED TO PERFORM,  AN AUDIT OF ITS INTERNAL CONTROL OVER FINANCIAL REPORTING. OUR AUDITS INCLUDED

CONSIDERATION OF INTERNAL CONTROL OVER FINANCIAL REPORTING AS A BASIS FOR DESIGNING AUDITING PROCEDURES THAT ARE APPROPRIATE IN THE CIRCUMSTANCES,  BUT NOT

FOR THE PURPOSE OF EXPRESSING AN OPINION ON THE EFFECTIVENESS OF THE COMPANY'S INTERNAL CONTROL OVER FINANCIAL REPORTING. ACCORDINGLY,  WE EXPRESS NO SUCH

OPINION. OUR AUDITS ALSO INCLUDED EXAMINING,  ON A TEST BASIS,  EVIDENCE SUPPORTING THE AMOUNTS AND DISCLOSURES IN THE FINANCIAL STATEMENTS,  ASSESSING THE

ACCOUNTING PRINCIPLES USED AND SIGNIFICANT ESTIMATES MADE BY MANAGEMENT AND EVALUATING THE OVERALL FINANCIAL STATEMENT PRESENTATION. WE BELIEVE THAT

OUR AUDITS PROVIDE A REASONABLE BASIS FOR OUR OPINION.
 
IN OUR OPINION,  THE CONSOLIDATED FINANCIAL STATEMENTS REFERRED TO ABOVE PRESENT FAIRLY,  IN ALL MATERIAL RESPECTS,  THE FINANCIAL POSITION OF THE COMPANY AS

OF DECEMBER 29, 2012 AND DECEMBER 31, 2011, AND THE RESULTS OF ITS OPERATIONS AND ITS CASH FLOWS FOR EACH OF THE YEARS IN THE THREE-YEAR PERIOD ENDED

DECEMBER 29, 2012, IN CONFORMITY WITH ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNITED STATES OF AMERICA.
 
/S/ BKD, LLP  
EVANSVILLE, INDIANA  
FEBRUARY 26, 2013  
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FALK & Co
 

Reports of Independent Registered Public Accounting Firm
 

TO THE STOCKHOLDERS AND BOARD OF DIRECTORS OF

MARTIN YALE INTERNATIONAL GMBH,
MARKDORF/GERMANY

 
WE HAVE AUDITED THE ACCOMPANYING BALANCE SHEET OF MARTIN YALE INTERNATIONAL GMBH, MARKDORF/GERMANY (THE COMPANY) AS OF DECEMBER 31, 2012 AND

DECEMBER 31, 2011 AND THE RELATED STATEMENT OF INCOME FOR EACH OF THE THREE YEARS IN THE THREE-YEAR PERIOD ENDED DECEMBER 31, 2012. THE FINANCIAL

STATEMENTS ARE THE RESPONSIBILITY OF THE COMPANY’S MANAGEMENT. OUR RESPONSIBILITY IS TO EXPRESS AN OPINION ON THESE FINANCIAL STATEMENTS BASED ON OUR

AUDIT.
 
WE CONDUCTED OUR AUDIT IN ACCORDANCE WITH THE STANDARDS OF THE PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD (UNITED STATES). THOSE STANDARDS REQUIRE

THAT WE PLAN AND PERFORM THE AUDIT TO OBTAIN REASONABLE ASSURANCE ABOUT WHETHER THE FINANCIAL STATEMENTS ARE FREE OF MATERIAL MISSTATEMENT. AN AUDIT

INCLUDES EXAMINING,  ON A TEST BASIS,  EVIDENCE SUPPORTING THE AMOUNTS AND DISCLOSURES IN THE FINANCIAL STATEMENTS. AN AUDIT ALSO INCLUDES ASSESSING THE

ACCOUNTING PRINCIPLES USED AND SIGNIFICANT ESTIMATES MADE BY MANAGEMENT,  AS WELL AS EVALUATING THE OVERALL FINANCIAL STATEMENT PRESENTATION. WE BELIEVE

THAT OUR AUDIT PROVIDES A REASONABLE BASIS FOR OUR OPINION.
 
IN OUR OPINION,  BASED ON OUR AUDIT,  THE FINANCIAL STATEMENTS REFERRED TO ABOVE PRESENT FAIRLY,  IN ALL MATERIAL RESPECTS,  THE FINANCIAL POSITION OF THE

COMPANY AS OF DECEMBER 31, 2012 AND DECEMBER 31, 2011 AND THE RESULT OF ITS OPERATIONS FOR EACH OF THE THREE YEARS IN THE THREE-YEAR PERIOD ENDED

DECEMBER 31, 2012, IN CONFORMITY WITH ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN GERMANY.
 
/S/ FALK GMBH & CO KG  
WIRTSCHAFTSPRÜFUNGSGESELLSCHAFT  
STEUERBERATUNGSGESELLSCHAFT  
 
HEIDELBERG/GERMANY,
FEBRUARY 26, 2013
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Escalade, Incorporated and Subsidiaries

Consolidated Balance Sheets
 

ALL AMOUNTS IN THOUSANDS EXCEPT SHARE INFORMATION  
DECEMBER 29, 

2012   
DECEMBER 31, 

2011  
       
Assets         

CURRENT ASSETS         
CASH AND CASH EQUIVALENTS  $ 2,544  $ 3,821 
TIME DEPOSITS   1,200   950 
RECEIVABLES,  LESS ALLOWANCES OF $1,096 AND $938   33,496   26,914 
INVENTORIES   30,864   29,035 
PREPAID EXPENSES   1,308   1,102 
DEFERRED INCOME TAX BENEFIT   1,553   1,478 
PREPAID INCOME TAX   —   846 

TOTAL CURRENT ASSETS   70,965   64,146 
         

PROPERTY,  PLANT AND EQUIPMENT,  NET   12,281   11,915 
INTANGIBLE ASSETS   12,919   14,064 
GOODWILL   12,017   25,285 
INVESTMENTS   17,487   14,397 
OTHER ASSETS   71   308 

TOTAL ASSETS  $ 125,740  $ 130,115 
         
Liabilities and Stockholders' Equity         

CURRENT LIABILITIES         
NOTES PAYABLE—BANK  $ 17,070  $ 14,947 
CURRENT PORTION OF LONG-TERM DEBT   2,000   2,000 
TRADE ACCOUNTS PAYABLE   3,946   3,293 
ACCRUED LIABILITIES   15,274   14,410 
INCOME TAX PAYABLE   19   — 

TOTAL CURRENT LIABILITIES   38,309   34,650 
         

LONG-TERM DEBT   3,500   5,000 
DEFERRED INCOME TAX LIABILITY   3,474   2,900 

TOTAL LIABILITIES   45,283   42,550 
         
COMMITMENTS AND CONTINGENCIES   —   — 
         
STOCKHOLDERS' EQUITY         

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: 2012 —13,427,339 SHARES, 2011—12,883,948 SHARES   13,427   12,884 

RETAINED EARNINGS   62,937   71,348 
ACCUMULATED OTHER COMPREHENSIVE INCOME   4,093   3,333 

TOTAL STOCKHOLDERS’ EQUITY   80,457   87,565 
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY  $ 125,740  $ 130,115 

 
SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.
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Escalade, Incorporated and Subsidiaries
Consolidated Statements of Operations

 
  YEARS ENDED  

ALL AMOUNTS IN THOUSANDS EXCEPT PER SHARE DATA  
DECEMBER 29, 

2012   
DECEMBER 31, 

2011   
DECEMBER 25, 

2010  
          
NET SALES  $ 147,589  $ 134,250  $ 120,656 
             
COSTS, EXPENSES AND OTHER INCOME             

COST OF PRODUCTS SOLD   103,174   92,541   83,475 
SELLING,  ADMINISTRATIVE AND GENERAL EXPENSES   31,370   35,942   27,704 
GOODWILL AND INTANGIBLE ASSET IMPAIRMENT CHARGES   13,384   —   — 
AMORTIZATION   2,246   1,596   1,288 
             

OPERATING INCOME (LOSS)   (2,585)   4,171   8,189 
             
INTEREST EXPENSE   (602)   (693)   (1,163)
OTHER INCOME   3,031   3,397   2,050 
EQUITY METHOD INVESTMENT IMPAIRMENT   (382)   —   — 

             
INCOME (LOSS) BEFORE INCOME TAXES   (538)   6,875   9,076 
             
PROVISION FOR INCOME TAXES   4,392   2,434   3,017 
             
Net Income (Loss)  $ (4,930)  $ 4,441  $ 6,059 
             
EARNINGS PER SHARE DATA             

BASIC EARNINGS (LOSS) PER SHARE  $ (0.37)  $ 0.35  $ 0.48 
DILUTED EARNINGS (LOSS) PER SHARE  $ (0.37)  $ 0.33  $ 0.46 

 
Consolidated Statements of Comprehensive Income (Loss)

 
  YEARS ENDED  

ALL AMOUNTS IN THOUSANDS EXCEPT PER SHARE DATA  
DECEMBER 29, 

2012   
DECEMBER 31, 

2011   
DECEMBER 25, 

2010  
          
NET INCOME (LOSS)  $ (4,930)  $ 4,441  $ 6,059 
             
FOREIGN CURRENCY TRANSLATION ADJUSTMENT   760   (588)   (845)

             
COMPREHENSIVE INCOME (LOSS)   (4,170)   3,853   5,214 
 
SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.
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Escalade, Incorporated and Subsidiaries

Consolidated Statements of Stockholders’ Equity
 
        Accumulated     
        Other     
  Common Stock   Retained   Comprehensive    
ALL AMOUNTS IN THOUSANDS  Shares   Amount   Earnings   Income   Total  
                
Balances at December 26, 2009   12,657  $ 12,657  $ 65,341  $ 4,766  $ 82,764 

                     
COMPREHENSIVE LOSS               (845)   (845)
NET INCOME           6,059       6,059 
EXPENSE OF STOCK OPTIONS           177       177 
EXERCISE OF STOCK OPTIONS   75   75   (17)       58 
SETTLEMENT OF RESTRICTED STOCK UNITS   12   12   (12)       — 
STOCK OPTION FORFEITURE           (32)       (32)
DIVIDENDS DECLARED           (1,285)       (1,285)
STOCK ISSUED TO DIRECTORS AS COMPENSATION   36   36   98       134 
                     

Balances at December 25, 2010   12,780  $ 12,780  $ 70,329  $ 3,921  $ 87,030 
                     
COMPREHENSIVE LOSS               (588)   (588)
NET INCOME           4,441       4,441 
EXPENSE OF STOCK OPTIONS           548       548 
EXERCISE OF STOCK OPTIONS   57   57   6 9       126 
SETTLEMENT OF RESTRICTED STOCK UNITS   20   20   (20)       — 
DIVIDENDS DECLARED           (4,138)       (4,138)
STOCK ISSUED TO DIRECTORS AS COMPENSATION   27   27   119       146 
                     

Balances at December 31, 2011   12,884  $ 12,884  $ 71,348  $ 3,333  $ 87,565 
                     

COMPREHENSIVE INCOME               760   760 
NET LOSS           (4,930)       (4,930)
EXPENSE OF STOCK OPTIONS           574       574 
EXERCISE OF STOCK OPTIONS   504   504   (63)       441 
SETTLEMENT OF RESTRICTED STOCK UNITS   3   3   (3)       — 
DIVIDENDS DECLARED           (4,150)       (4,150)
STOCK ISSUED TO DIRECTORS AS COMPENSATION   36   36   161       197 
                     

Balances at December 29, 2012   13,427  $ 13,427  $ 62,937  $ 4,093  $ 80,457 
 
SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.
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Escalade, Incorporated and Subsidiaries
Consolidated Statements of Cash Flows

 
  YEARS ENDED  

ALL AMOUNTS IN THOUSANDS  
DECEMBER 29, 

2012   
DECEMBER 31, 

2011   
DECEMBER 25, 

2010  
Operating Activities             

NET INCOME (LOSS)  $ (4,930)  $ 4,441  $ 6,059 
ADJUSTMENTS TO RECONCILE NET INCOME (LOSS) TO NET CASH

PROVIDED BY OPERATING ACTIVITIES             
DEPRECIATION AND AMORTIZATION   4,322   8,772   4,330 
GOODWILL AND INTANGIBLE ASSET IMPAIRMENT CHARGES   13,384   —   — 
EQUITY METHOD INVESTMENT IMPAIRMENT CHARGES   382   —   — 
PROVISION FOR DOUBTFUL ACCOUNTS   151   (271)   (247)
STOCK OPTION EXPENSE   574   548   177 
EQUITY IN NET INCOME OF JOINT VENTURE INVESTMENTS   (2,998)   (3,328)   (1,963)
DEFERRED INCOME TAXES   503   863   1,401 
LOSS (GAIN) ON DISPOSALS OF ASSETS   6 6   (355)   (1)
             
CHANGES IN             

ACCOUNTS RECEIVABLE   (6,691)   (1,148)   (1,752)
INVENTORIES   (1,731)   (6,302)   (2,411)
PREPAIDS   42   (249)   435 
OTHER ASSETS   278   405   (16)
INCOME TAX PAYABLE   863   288   (55)
ACCOUNTS PAYABLE AND ACCRUED EXPENSES   2,343   (1,083)   2,895 

NET CASH PROVIDED BY OPERATING ACTIVITIES   6,558   2,581   8,852 
             

Investing Activities             
PURCHASE OF PROPERTY AND EQUIPMENT   (2,423)   (2,375)   (1,778)
ACQUISITIONS   (1,250)   —   — 
(PURCHASE) SALE OF SHORT-TERM TIME DEPOSITS   (250)   300   (500)
PROCEEDS FROM SALE OF PROPERTY AND EQUIPMENT   16   3,428   13 

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES   (3,907)   1,353   (2,265)
             

Financing Activities             
NET INCREASE (DECREASE) IN NOTES PAYABLE—BANK   1,920   3,293   (8,237)
NET INCREASE IN OVERDRAFT FACILITY   203   662   1,406 
PROCEEDS FROM EXERCISE OF STOCK OPTIONS   441   126   58 
STOCK OPTION FORFEITURE   —   —   (32)
REDUCTION OF LONG-TERM DEBT   (1,500)   (2,500)   (500)
CASH DIVIDENDS PAID   (5,076)   (3,212)   (1,285)
DIRECTORS COMPENSATION   197   146   134 

NET CASH USED IN FINANCING ACTIVITIES   (3,815)   (1,485)   (8,456)
             

Effect of Exchange Rate Changes on Cash and Cash Equivalents   (113)   (164)   366 
Increase (Decrease) in Cash and Cash Equivalents   (1,277)   2,285   (1,503)
Cash and Cash Equivalents, Beginning of Year   3,821   1,536   3,039 
Cash and Cash Equivalents, End of Year  $ 2,544  $ 3,821  $ 1,536 
Supplemental Cash Flows Information             

INTEREST PAID  $ 640  $ 683  $ 1,161 
INCOME TAXES PAID  $ 3,364  $ 1,316  $ 1,832 
DIVIDENDS PAYABLE   -  $ 926   - 

 
SEE NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.
 

37

Source: ESCALADE INC, 10-K, February 26, 2013 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



 

 
Note 1 — Nature of Operations and Summary of Significant Accounting Policies
 
Nature of Operations
ESCALADE, INCORPORATED AND ITS WHOLLY-OWNED SUBSIDIARIES (THE “COMPANY”) ARE ENGAGED IN THE MANUFACTURE AND SALE OF SPORTING GOODS AND INFORMATION

SECURITY AND PRINT FINISHING PRODUCTS.  THE COMPANY IS HEADQUARTERED IN EVANSVILLE, INDIANA AND HAS MANUFACTURING FACILITIES IN THE UNITED STATES OF

AMERICA, MEXICO AND GERMANY. THE COMPANY SELLS PRODUCTS TO CUSTOMERS THROUGHOUT THE WORLD.
 
Principles of Consolidation
THE CONSOLIDATED FINANCIAL STATEMENTS INCLUDE THE ACCOUNTS OF ESCALADE, INCORPORATED AND ITS WHOLLY-OWNED SUBSIDIARIES. ALL MATERIAL INTER-COMPANY

ACCOUNTS AND TRANSACTIONS HAVE BEEN ELIMINATED.
 
Basis of Presentation
THE CONSOLIDATED FINANCIAL STATEMENTS HAVE BEEN PREPARED IN ACCORDANCE WITH ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE UNITED STATES OF AMERICA

(GAAP). THE BOOKS AND RECORDS OF SUBSIDIARIES LOCATED IN FOREIGN COUNTRIES ARE MAINTAINED ACCORDING TO GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN THOSE

COUNTRIES. UPON CONSOLIDATION,  THE COMPANY EVALUATES THE DIFFERENCES IN ACCOUNTING PRINCIPLES AND DETERMINES WHETHER ADJUSTMENTS ARE NECESSARY TO

CONVERT THE FOREIGN FINANCIAL STATEMENTS TO THE ACCOUNTING PRINCIPLES UPON WHICH THE CONSOLIDATED FINANCIAL STATEMENTS ARE BASED. AS A RESULT OF THIS

EVALUATION NO MATERIAL ADJUSTMENTS WERE IDENTIFIED.
 
Fiscal Year End
THE COMPANY’S FISCAL YEAR IS A 52 OR 53 WEEK PERIOD ENDING ON THE LAST SATURDAY IN DECEMBER. FISCAL YEAR 2012 WAS 52 WEEKS LONG,  ENDING ON DECEMBER

29, 2012. FISCAL YEAR 2011 WAS 53 WEEKS LONG,  ENDING ON DECEMBER 31, 2011. FISCAL YEAR 2010 WAS 52 WEEKS LONG,  ENDING ON DECEMBER 25, 2010.
 
Cash and Cash Equivalents
HIGHLY LIQUID FINANCIAL INSTRUMENTS WITH INSIGNIFICANT INTEREST RATE RISK AND WITH ORIGINAL MATURITIES OF THREE MONTHS OR LESS ARE CLASSIFIED AS CASH AND

CASH EQUIVALENTS.
 
Accounts Receivable
REVENUE FROM THE SALE OF THE COMPANY’S PRODUCTS IS RECOGNIZED AS PRODUCTS ARE SHIPPED TO CUSTOMERS AND ACCOUNTS RECEIVABLE ARE STATED AT THE AMOUNT

BILLED TO CUSTOMERS. INTEREST AND LATE CHARGES BILLED TO CUSTOMERS ARE NOT MATERIAL AND,  BECAUSE COLLECTION IS UNCERTAIN,  ARE NOT RECOGNIZED UNTIL

COLLECTED AND ARE THEREFORE NOT INCLUDED IN ACCOUNTS RECEIVABLE. THE COMPANY PROVIDES AN ALLOWANCE FOR DOUBTFUL ACCOUNTS WHICH IS DESCRIBED IN NOTE 2
– CERTAIN SIGNIFICANT ESTIMATES.
 
Inventories
INVENTORY COST IS COMPUTED ON A CURRENTLY ADJUSTED STANDARD COST BASIS (WHICH APPROXIMATES ACTUAL COST ON A CURRENT AVERAGE OR FIRST-IN,  FIRST-OUT

BASIS). WORK IN PROCESS AND FINISHED GOODS INVENTORY ARE DETERMINED TO BE SALEABLE BASED ON A DEMAND FORECAST WITHIN A SPECIFIC TIME HORIZON,  GENERALLY

ONE YEAR OR LESS. INVENTORY IN EXCESS OF SALEABLE AMOUNTS IS RESERVED,  AND THE REMAINING INVENTORY IS VALUED AT THE LOWER COST OR MARKET. THIS INVENTORY

VALUATION RESERVE TOTALED $2.1 MILLION AND $1.6 MILLION AT FISCAL YEAR-END 2012 AND 2011, RESPECTIVELY. INVENTORIES,  NET OF THE VALUATION RESERVE,  AT

FISCAL YEAR-ENDS WERE AS FOLLOWS:
 
IN THOUSANDS  2012  2011 
       

RAW MATERIALS  $ 8,330  $ 7,865 
WORK IN PROCESS   4,247   3,751 
FINISHED GOODS   18,287   17,419 
  $ 30,864  $ 29,035 

 
Property, Plant and Equipment
PROPERTY,  PLANT AND EQUIPMENT ARE RECORDED AT COST. DEPRECIATION AND AMORTIZATION ARE COMPUTED FOR FINANCIAL REPORTING PURPOSES PRINCIPALLY USING THE

STRAIGHT-LINE METHOD OVER THE FOLLOWING ESTIMATED USEFUL LIVES:  BUILDINGS, 20-30 YEARS;  LEASEHOLD IMPROVEMENTS,  TERM OF THE LEASE;  MACHINERY AND

EQUIPMENT, 5-15 YEARS; AND TOOLING,  DIES AND MOLDS, 2-4 YEARS. PROPERTY,  PLANT AND EQUIPMENT CONSIST OF THE FOLLOWING:
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IN THOUSANDS  2012   2011  
       

LAND  $ 1,805  $ 1,783 
BUILDINGS AND LEASEHOLD IMPROVEMENTS   17,719   17,542 
MACHINERY AND EQUIPMENT   24,267   22,890 
TOTAL COST   43,791   42,215 
ACCUMULATED DEPRECIATION AND AMORTIZATION   (31,510)   (30,300)
  $ 12,281  $ 11,915 

 
THE COMPANY EVALUATES THE RECOVERABILITY OF CERTAIN LONG-LIVED ASSETS WHENEVER EVENTS OR CHANGES IN CIRCUMSTANCES INDICATE THAT THE CARRYING AMOUNT

MAY NOT BE RECOVERABLE. ESTIMATES OF FUTURE CASH FLOWS USED TO TEST RECOVERABILITY OF LONG-LIVED ASSETS INCLUDE SEPARATELY IDENTIFIABLE UNDISCOUNTED

CASH FLOWS EXPECTED TO ARISE FROM THE USE AND EVENTUAL DISPOSITION OF THE ASSETS. WHERE ESTIMATED FUTURE CASH FLOWS ARE LESS THAN THE CARRYING VALUE OF

THE ASSETS,  IMPAIRMENT LOSSES ARE RECOGNIZED BASED ON THE AMOUNT BY WHICH THE CARRYING VALUE EXCEEDS THE FAIR VALUE OF THE ASSETS. NO ASSET IMPAIRMENT

WAS RECOGNIZED DURING THE YEARS ENDED 2012, 2011, OR 2010.
 
Investments
INVESTMENTS ARE COMPOSED OF THE FOLLOWING:
 
IN THOUSANDS  2012  2011 
       

NON-MARKETABLE EQUITY INVESTMENTS (EQUITY METHOD)  $ 17,487  $ 14,397 
 
Non-Marketable Equity Investments: THE COMPANY HAS MINORITY EQUITY POSITIONS IN COMPANIES STRATEGICALLY RELATED TO THE COMPANY’S BUSINESS,  BUT DOES

NOT HAVE CONTROL OVER THESE COMPANIES. THE ACCOUNTING METHOD EMPLOYED IS DEPENDENT ON THE LEVEL OF OWNERSHIP AND DEGREE OF INFLUENCE THE COMPANY CAN

EXERT ON OPERATIONS.  WHERE THE EQUITY INTEREST IS LESS THAN 20% AND THE DEGREE OF INFLUENCE IS NOT SIGNIFICANT,  THE COST METHOD OF ACCOUNTING IS

EMPLOYED. WHERE THE EQUITY INTEREST IS GREATER THAN 20% BUT NOT MORE THAN 50%, THE EQUITY METHOD OF ACCOUNTING IS UTILIZED. UNDER THE EQUITY METHOD,
THE COMPANY’S PROPORTIONATE SHARE OF NET INCOME (LOSS) IS RECORDED IN OTHER INCOME ON THE CONSOLIDATED STATEMENT OF OPERATIONS. THE PROPORTIONATE SHARE

OF NET INCOME WAS $3.0 MILLION, $3.3 MILLION AND $2.0 MILLION IN 2012, 2011 AND 2010, RESPECTIVELY.  TOTAL CASH DIVIDENDS RECEIVED FROM THESE EQUITY

INVESTMENTS AMOUNTED TO $444 THOUSAND, $323 THOUSAND,  AND $0 IN 2012, 2011 AND 2010, RESPECTIVELY. THE COMPANY CONSIDERS WHETHER THE FAIR VALUE OF

ANY OF ITS EQUITY INVESTMENTS HAVE DECLINED BELOW THEIR CARRYING VALUE WHENEVER ADVERSE EVENTS OR CHANGES IN CIRCUMSTANCES INDICATE THAT RECORDED

VALUES MAY NOT BE RECOVERABLE. IF THE COMPANY CONSIDERED ANY SUCH DECLINE TO BE OTHER THAN TEMPORARY (BASED ON VARIOUS FACTORS,  INCLUDING HISTORICAL

FINANCIAL RESULTS,  PRODUCT DEVELOPMENT ACTIVITIES AND OVERALL HEALTH OF THE INVESTMENTS’ INDUSTRY), A WRITE-DOWN IS RECORDED TO ESTIMATED FAIR VALUE.
 
DURING 2012 ONE EQUITY METHOD INVESTMENT,  ESCALADE INTERNATIONAL,  LTD.  PERFORMED BELOW EXPECTATIONS,  AND THIS ENTITY ENCOUNTERED UNEXPECTED

ATTRITION OF CERTAIN SIGNIFICANT CUSTOMERS AS OF THE END OF THE THIRD QUARTER 2012. DUE TO THESE EVENTS,  THE COMPANY EVALUATED THE ECONOMIC AND

STRATEGIC BENEFITS OF CONTINUING TO HOLD THIS INVESTMENT. BASED ON THE REVIEW PERFORMED AS OF OCTOBER 6, 2012, THE COMPANY DETERMINED THAT THE FAIR

VALUE OF THIS INVESTMENT WAS LESS THAN ITS CARRYING VALUE AND THAT THIS IMPAIRMENT WAS OTHER THAN TEMPORARY. AS A RESULT,  THE COMPANY RECOGNIZED OTHER

THAN TEMPORARY IMPAIRMENT OF $0.4 MILLION ($0.2 MILLION,  NET OF TAXES). THERE WAS NO IMPAIRMENT LOSS RECOGNIZED ON EQUITY METHOD INVESTMENTS IN 2011 OR

2010.
 
Goodwill and Intangible Assets
GOODWILL REPRESENTS THE EXCESS OF THE PURCHASE PRICE OVER FAIR VALUE OF NET TANGIBLE AND IDENTIFIABLE INTANGIBLE ASSETS OF ACQUIRED BUSINESSES. INTANGIBLE

ASSETS CONSIST OF PATENTS,  CONSULTING AGREEMENTS,  NON-COMPETE AGREEMENTS,  CUSTOMER LISTS,  AND TRADEMARKS. GOODWILL AND TRADEMARKS ARE DEEMED TO

HAVE INDEFINITE LIVES AND ARE NOT AMORTIZED,  BUT ARE SUBJECT TO IMPAIRMENT TESTING ANNUALLY IN ACCORDANCE WITH GUIDANCE INCLUDED IN FASB ASC 350,
Intangibles – Goodwill and Other . OTHER INTANGIBLE ASSETS ARE AMORTIZED USING THE STRAIGHT-LINE METHOD OVER THE FOLLOWING LIVES: CONSULTING AGREEMENTS,
THE LIFE OF THE AGREEMENT; NON-COMPETE AGREEMENTS,  THE LESSER OF THE TERM OR 5 YEARS; AND PATENTS,  THE LESSER OF THE REMAINING LIFE OR 5 TO 9 YEARS.
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THE COMPANY REVIEWS GOODWILL FOR IMPAIRMENT ANNUALLY AND WHENEVER EVENTS OR CHANGES IN CIRCUMSTANCES INDICATE THE CARRYING VALUE OF GOODWILL MAY NOT

BE RECOVERABLE. THE GOODWILL IMPAIRMENT TEST INVOLVES A TWO-STEP PROCESS. IN THE FIRST STEP,  THE COMPANY COMPARES THE FAIR VALUE OF EACH REPORTING UNIT TO

ITS CARRYING VALUE. IF THE FAIR VALUE OF THE REPORTING UNIT EXCEEDS ITS CARRYING VALUE,  GOODWILL IS NOT IMPAIRED AND NO FURTHER TESTING IS REQUIRED. IF THE FAIR

VALUE OF THE REPORTING UNIT IS LESS THAN THE CARRYING VALUE,  THE COMPANY MUST PERFORM THE SECOND STEP OF THE IMPAIRMENT TEST TO MEASURE THE AMOUNT OF

IMPAIRMENT LOSS. IN THE SECOND STEP,  THE REPORTING UNIT’S FAIR VALUE IS ALLOCATED TO ALL OF THE ASSETS AND LIABILITIES OF THE REPORTING UNIT,  INCLUDING ANY

UNRECOGNIZED INTANGIBLE ASSETS,  IN A HYPOTHETICAL ANALYSIS THAT CALCULATES THE IMPLIED FAIR VALUE OF GOODWILL IN THE SAME MANNER AS IF THE REPORTING UNIT

WAS BEING ACQUIRED IN A BUSINESS COMBINATION. IF THE IMPLIED FAIR VALUE OF THE REPORTING UNIT’S GOODWILL IS LESS THAN THE CARRYING VALUE,  THE DIFFERENCE IS

RECORDED AS AN IMPAIRMENT LOSS.
 
DURING THE THIRD QUARTER OF FISCAL 2012, THE COMPANY DETERMINED THAT SUFFICIENT INDICATORS OF POTENTIAL IMPAIRMENT EXISTED TO REQUIRE AN INTERIM GOODWILL

IMPAIRMENT ANALYSIS FOR THE MARTIN YALE GROUP REPORTING UNIT,  WHICH COMPRISES THE INFORMATION SECURITY AND PRINT FINISHING OPERATING SEGMENT.  THESE

INDICATORS INCLUDED LOWER THAN EXPECTED OPERATING PROFITS AND CASH FLOWS FOR THE FIRST NINE MONTHS OF 2012, COUPLED WITH CONTINUED ECONOMIC WEAKNESS IN

THE EUROPEAN AND ASIAN MARKETS.
 
BASED ON THIS CONTINUING TREND,  THE EARNINGS FORECAST FOR THE NEXT FIVE YEARS WAS REVISED RESULTING IN A GOODWILL IMPAIRMENT LOSS OF $13.2 MILLION IN THE

THIRD QUARTER. IN ADDITION,  THE COMPANY RECORDED AN INTANGIBLE ASSET IMPAIRMENT FOR THIS SEGMENT RELATED TO OTHER INTANGIBLES OF $0.2 MILLION.  THE

GOODWILL IMPAIRMENT LOSS REDUCES TO ZERO THE CARRYING VALUE OF GOODWILL RECORDED AS PART OF VARIOUS ACQUISITIONS IN THE INFORMATION SECURITY AND PRINT

FINISHING SEGMENT FOR PURCHASES FROM 2003 THROUGH 2008. NO IMPAIRMENT WAS RECOGNIZED ON GOODWILL OR INTANGIBLE ASSETS IN 2011 OR 2010.
 
Employee Incentive Plan 
DURING 2007, THE COMPANY REPLACED TWO STOCK-BASED COMPENSATION PLANS WITH A NEW INCENTIVE PLAN MORE FULLY EXPLAINED IN NOTE 10. THE COMPANY

ACCOUNTS FOR THIS PLAN UNDER THE RECOGNITION AND MEASUREMENT PRINCIPLES OF FASB ASC 505, Equity Based Payments .
 
Foreign Currency Translation
THE FUNCTIONAL CURRENCY FOR THE FOREIGN OPERATIONS OF ESCALADE IS THE LOCAL CURRENCY.  THE TRANSLATION OF FOREIGN CURRENCIES INTO U.S. DOLLARS IS

PERFORMED FOR BALANCE SHEET ACCOUNTS USING EXCHANGE RATES IN EFFECT AT THE BALANCE SHEET DATES AND FOR REVENUE AND EXPENSE ACCOUNTS USING A WEIGHTED

AVERAGE EXCHANGE RATE DURING THE YEAR. THE GAINS OR LOSSES RESULTING FROM THE TRANSLATION ARE INCLUDED IN ACCUMULATED OTHER COMPREHENSIVE INCOME IN

THE CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND ARE EXCLUDED FROM NET INCOME (LOSS). GAINS OR LOSSES RESULTING FROM FOREIGN CURRENCY

TRANSACTIONS ARE INCLUDED IN SELLING,  GENERAL AND ADMINISTRATIVE EXPENSE IN THE CONSOLIDATED STATEMENTS OF OPERATIONS AND WERE INSIGNIFICANT IN FISCAL

YEARS 2012, 2011, AND 2010.
 
Cost of Products Sold
COST OF PRODUCTS SOLD IS COMPRISED OF THOSE COSTS DIRECTLY ASSOCIATED WITH OR ALLOCATED TO THE PRODUCTS SOLD AND INCLUDE MATERIALS,  LABOR AND FACTORY

OVERHEAD.
 
Other Income
THE COMPONENTS OF OTHER INCOME ARE AS FOLLOWS:
 
IN THOUSANDS  2012  2011  2010 
          

INCOME FROM NON-MARKETABLE EQUITY INVESTMENTS ACCOUNTED FOR ON THE EQUITY

METHOD  $ 2,998  $ 3,328  $ 1,963 
ROYALTY INCOME FROM PATENTS   29   6 6   79 
OTHER   4   3   8 
  $ 3,031  $ 3,397  $ 2,050 

 
Provision for Income Taxes
INCOME TAX IN THE CONSOLIDATED STATEMENT OF OPERATIONS INCLUDES DEFERRED INCOME TAX PROVISIONS OR BENEFITS FOR ALL SIGNIFICANT TEMPORARY DIFFERENCES IN

RECOGNIZING INCOME AND EXPENSES FOR FINANCIAL REPORTING AND INCOME TAX PURPOSES. A VALUATION ALLOWANCE IS ESTABLISHED IF IT IS MORE LIKELY THAN NOT THAT A

DEFERRED TAX ASSET WILL NOT BE REALIZED.
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Research and Development
RESEARCH AND DEVELOPMENT COSTS ARE CHARGED TO EXPENSE AS INCURRED. RESEARCH AND DEVELOPMENT COSTS INCURRED DURING 2012, 2011 AND 2010 WERE

APPROXIMATELY $1.6 MILLION, $1.4 MILLION,  AND $1.9 MILLION,  RESPECTIVELY.
 
Reclassifications
CERTAIN RECLASSIFICATIONS HAVE BEEN MADE TO PRIOR YEAR FINANCIAL STATEMENTS TO CONFORM TO THE CURRENT YEAR FINANCIAL STATEMENT PRESENTATION.  THESE

RECLASSIFICATIONS HAD NO EFFECT ON NET EARNINGS.
 
New Accounting Pronouncements
IN JULY 2012, FASB ISSUED ACCOUNTING STANDARDS UPDATE 2012-02, Intangibles – Goodwill and Other ,  TO REDUCE THE COST AND COMPLEXITY OF PERFORMING

IMPAIRMENT TESTING FOR INDEFINITE-LIVED INTANGIBLE ASSETS BY SIMPLIFYING HOW AN ENTITY TESTS THOSE ASSETS FOR IMPAIRMENT AND IMPROVING THE CONSISTENCY IN

IMPAIRMENT TESTING GUIDANCE AMONG LONG-LIVED ASSET CATEGORIES. AN ORGANIZATION ELECTING TO PERFORM A QUALITATIVE ASSESSMENT IS NO LONGER REQUIRED TO

CALCULATE THE FAIR VALUE OF AN INDEFINITE-LIVED INTANGIBLE ASSET UNLESS THE ORGANIZATION DETERMINES,  BASED ON A QUALITATIVE ASSESSMENT,  THAT IT IS “MORE

LIKELY THAN NOT” THAT THE ASSET IS IMPAIRED.  THE GUIDANCE IS EFFECTIVE FOR IMPAIRMENT TESTING FOR FISCAL YEARS BEGINNING AFTER SEPTEMBER 15, 2012. THE

ADOPTION OF THIS STANDARD IS NOT EXPECTED TO HAVE A MATERIAL IMPACT ON THE COMPANY’S CONSOLIDATED FINANCIAL STATEMENTS.
 
IN FEBRUARY 2013, FASB ISSUED ACCOUNTING STANDARDS UPDATE 2013-02, Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive
Income. THE STANDARD REQUIRES THAT COMPANIES PRESENT INFORMATION ABOUT RECLASSIFICATION ADJUSTMENTS FROM ACCUMULATED OTHER COMPREHENSIVE INCOME IN

THE FINANCIAL STATEMENTS IN A SINGLE NOTE OR ON THE FACE OF THE FINANCIAL STATEMENTS. THE GUIDANCE IS EFFECTIVE FOR PUBLIC ENTITIES FOR ANNUAL AND INTERIM

REPORTING PERIODS BEGINNING AFTER DECEMBER 15, 2012. THE ADOPTION OF THIS STANDARD IS NOT EXPECTED TO HAVE A MATERIAL IMPACT ON THE COMPANY’S

CONSOLIDATED FINANCIAL STATEMENTS.
 
Note 2 — Certain Significant Estimates
 
THE PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS IN CONFORMITY WITH GAAP REQUIRES MANAGEMENT TO MAKE ESTIMATES AND ASSUMPTIONS. THESE ESTIMATES

AND ASSUMPTIONS AFFECT THE REPORTED AMOUNTS OF ASSETS AND LIABILITIES; THE DISCLOSURE OF CONTINGENT ASSETS AND LIABILITIES AT THE DATE OF THE CONSOLIDATED

FINANCIAL STATEMENTS;  AND THE REPORTED AMOUNTS OF REVENUES AND EXPENSES DURING THE REPORTING PERIOD. THESE ESTIMATES AND JUDGMENTS ARE EVALUATED ON

AN ONGOING BASIS AND ARE BASED ON EXPERIENCE;  CURRENT AND EXPECTED FUTURE CONDITIONS;  THIRD PARTY EVALUATIONS;  AND VARIOUS OTHER ASSUMPTIONS BELIEVED

REASONABLE UNDER THE CIRCUMSTANCES.  THE RESULTS OF THESE ESTIMATES FORM THE BASIS FOR MAKING JUDGMENTS ABOUT THE CARRYING VALUES OF ASSETS AND

LIABILITIES AS WELL AS IDENTIFYING AND ASSESSING THE ACCOUNTING TREATMENT WITH RESPECT TO COMMITMENTS AND LIABILITIES. ACTUAL RESULTS MAY DIFFER FROM THE

ESTIMATES AND ASSUMPTIONS USED IN THE FINANCIAL STATEMENTS AND RELATED NOTES.
 
LISTED BELOW ARE CERTAIN SIGNIFICANT ESTIMATES AND ASSUMPTIONS RELATED TO THE PREPARATION OF THE CONSOLIDATED FINANCIAL STATEMENTS:
 
Goodwill
IN EVALUATING THE RECOVERABILITY OF GOODWILL,  IT IS NECESSARY TO ESTIMATE THE FAIR VALUES OF THE REPORTING UNITS. IN MAKING THIS ASSESSMENT,  THE COMPANY

ESTIMATES THE FAIR MARKET VALUES OF THE REPORTING UNITS USING A DISCOUNTED CASH FLOW MODEL AND COMPARABLE MARKET VALUE DATA FOR SIMILAR ENTITIES. KEY

ASSUMPTIONS AND ESTIMATES USED IN THE CASH FLOW MODEL INCLUDE DISCOUNT RATE,  INTERNAL SALES GROWTH,  MARGINS,  CAPITAL EXPENDITURE REQUIREMENTS,  AND

WORKING CAPITAL REQUIREMENTS. RECENT PERFORMANCE OF THE REPORTING UNITS IS AN IMPORTANT FACTOR,  BUT NOT THE ONLY FACTOR,  IN THE ASSESSMENT. THERE ARE

INHERENT ASSUMPTIONS AND JUDGMENTS REQUIRED IN THE ANALYSIS OF GOODWILL IMPAIRMENT.
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Product Warranty
THE COMPANY PROVIDES LIMITED WARRANTIES ON CERTAIN OF ITS PRODUCTS,  FOR VARYING PERIODS. GENERALLY,  THE WARRANTY PERIODS RANGE FROM 90 DAYS TO ONE

YEAR. HOWEVER,  SOME PRODUCTS CARRY EXTENDED WARRANTIES OF SEVEN-YEAR,  TEN-YEAR,  AND LIFETIME WARRANTIES. THE COMPANY RECORDS AN ACCRUED LIABILITY

AND REDUCTION IN SALES FOR ESTIMATED FUTURE WARRANTY CLAIMS BASED UPON HISTORICAL EXPERIENCE AND MANAGEMENT’S ESTIMATE OF THE LEVEL OF FUTURE CLAIMS.
CHANGES IN THE ESTIMATED AMOUNTS RECOGNIZED IN PRIOR YEARS ARE RECORDED AS AN ADJUSTMENT TO THE ACCRUED LIABILITY AND SALES IN THE CURRENT YEAR. A
RECONCILIATION OF THE LIABILITY IS AS FOLLOWS:
 
IN THOUSANDS  2012   2011   2010  
          

BEGINNING BALANCE  $ 869  $ 6 5 6  $ 737 
ADDITIONS   1,524   1,087   357 
DEDUCTIONS   (1,085)   (874)   (438)
ENDING BALANCE  $ 1,308  $ 869  $ 6 5 6 

 
Inventory Valuation Reserves
THE COMPANY EVALUATES INVENTORY FOR OBSOLESCENCE AND EXCESS QUANTITIES BASED ON DEMAND FORECASTS BASED ON SPECIFIED TIME FRAMES;  USUALLY ONE YEAR.
THE DEMAND FORECAST IS BASED ON HISTORICAL USAGE,  SALES FORECASTS AND CURRENT AS WELL AS ANTICIPATED MARKET CONDITIONS. ALL AMOUNTS IN EXCESS OF THE

DEMAND FORECAST ARE DEEMED TO BE EXCESS OR OBSOLETE AND A RESERVE IS ESTABLISHED BASED ON THE ANTICIPATED NET REALIZABLE VALUE. A RECONCILIATION OF THE

RESERVE IS AS FOLLOWS:
 
IN THOUSANDS  2012   2011   2010  
          

BEGINNING BALANCE  $ 1,556  $ 1,839  $ 3,152 
ADDITIONS   929   458   189 
DEDUCTIONS   (385)   (741)   (1,502)
ENDING BALANCE  $ 2,100  $ 1,556  $ 1,839 

 
Allowance for Doubtful Accounts
THE COMPANY PROVIDES AN ALLOWANCE FOR DOUBTFUL ACCOUNTS BASED UPON A REVIEW OF OUTSTANDING RECEIVABLES,  HISTORICAL COLLECTION INFORMATION AND EXISTING

ECONOMIC CONDITIONS. ACCOUNTS RECEIVABLE ARE ORDINARILY DUE BETWEEN 30 AND 6 0  DAYS AFTER THE ISSUANCE OF THE INVOICE. ACCOUNTS ARE CONSIDERED

DELINQUENT WHEN MORE THAN 90 DAYS PAST DUE. DELINQUENT RECEIVABLES ARE RESERVED OR WRITTEN OFF BASED ON INDIVIDUAL CREDIT EVALUATION AND SPECIFIC

CIRCUMSTANCES OF THE CUSTOMER. A RECONCILIATION OF THE ALLOWANCE IS AS FOLLOWS:
 
IN THOUSANDS  2012   2011   2010  
          

BEGINNING BALANCE  $ 938  $ 1,204  $ 1,485 
ADDITIONS   450   1,125   654 
DEDUCTIONS   (292)   (1,391)   (935)
ENDING BALANCE  $ 1,096  $ 938  $ 1,204 

 
Customer Allowances
CUSTOMER ALLOWANCES ARE COMMON PRACTICE IN THE INDUSTRIES IN WHICH THE COMPANY OPERATES.  THESE AGREEMENTS ARE TYPICALLY IN THE FORM OF ADVERTISING

SUBSIDIES,  VOLUME REBATES AND CATALOG ALLOWANCES AND ARE ACCOUNTED FOR AS A REDUCTION TO GROSS SALES.  THE COMPANY REVIEWS SUCH ALLOWANCES ON AN

ONGOING BASIS AND ACCRUALS ARE ADJUSTED,  IF NECESSARY,  AS ADDITIONAL INFORMATION BECOMES AVAILABLE. A RECONCILIATION OF THE LIABILITY IS AS FOLLOWS:
 
IN THOUSANDS  2012   2011   2010  
          

BEGINNING BALANCE  $ 2,605  $ 2,398  $ 2,749 
ADDITIONS   6,712   5,762   5,046 
DEDUCTIONS   (6,636)   (5,555)   (5,397)
ENDING BALANCE  $ 2,681  $ 2,605  $ 2,398 
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Note 3 — Accrued Liabilities
 
ACCRUED LIABILITIES CONSIST OF THE FOLLOWING:
 
IN THOUSANDS  2012   2011  
       

EMPLOYEE COMPENSATION  $ 5,972  $ 4,737 
CUSTOMER RELATED ALLOWANCES AND ACCRUALS   4,695   4,551 
OTHER ACCRUED ITEMS   4,607   5,122 

  $ 15,274  $ 14,410 
 
Note 4 — Operating Leases
 
THE COMPANY LEASES WAREHOUSE AND OFFICE SPACE UNDER NON-CANCELABLE OPERATING LEASES THAT EXPIRE AT VARIOUS DATES THROUGH 2017. TERMS OF THE LEASES,
INCLUDING RENEWALS,  TAXES,  UTILITIES,  AND MAINTENANCE,  VARY BY LEASE. TOTAL RENTAL EXPENSE INCLUDED IN THE RESULTS OF OPERATIONS RELATING TO ALL LEASES

WAS $1.5 MILLION IN 2012, 2011, AND 2010.
 
AT DECEMBER 29, 2012, MINIMUM RENTAL PAYMENTS UNDER NON-CANCELABLE LEASES WITH TERMS OF MORE THAN ONE YEAR WERE AS FOLLOWS:
 

IN THOUSANDS  AMOUNT  
    
2013  $ 915 
2014   664 
2015   524 
2016   317 
2017   5 
  $ 2,425 

 
Note 5 — Acquired Intangible Assets and Goodwill
 
THE CARRYING BASIS AND ACCUMULATED AMORTIZATION OF RECOGNIZED INTANGIBLE ASSETS ARE SUMMARIZED IN THE FOLLOWING TABLE:
 
  2012   2011  

IN THOUSANDS  

GROSS

CARRYING

AMOUNT   
ACCUMULATED 
AMORTIZATION   

GROSS

CARRYING

AMOUNT   
ACCUMULATED

AMORTIZATION  
             

PATENTS  $ 23,306  $ 15,487  $ 22,369  $ 13,372 
CONSULTING AGREEMENTS   976   976   976   976 
NON-COMPETE AGREEMENTS   2,347   2,174   2,197   2,121 
CUSTOMER LIST   1,989   1,820   1,801   1,710 
TRADEMARKS   4,880   122   5,022   122 
  $ 33,498  $ 20,579  $ 32,365  $ 18,301 

 
AMORTIZATION EXPENSE WAS $2.2 MILLION, $1.6 MILLION AND $1.3 MILLION FOR 2012, 2011 AND 2010, RESPECTIVELY.
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ESTIMATED FUTURE AMORTIZATION EXPENSE FOR EACH REPORTING SEGMENT IS SUMMARIZED IN THE FOLLOWING TABLE:
 
IN THOUSANDS  2013  2014  2015  2016  2017  THEREAFTER 
                   

SPORTING GOODS  $ 2,276  $ 2,140  $ 2,134  $ 943  $ 180  $ 320 
INFORMATION SECURITY AND PRINT FINISHING   18   —   —   —   —   — 
                         
  $ 2,294  $ 2,140  $ 2,134  $ 943  $ 180  $ 320 

 
ALL GOODWILL IS ALLOCATED TO THE OPERATING SEGMENTS OF THE BUSINESS. THE CHANGES IN THE CARRYING AMOUNT OF GOODWILL WERE:
 
     INFORMATION SECURITY    
IN THOUSANDS  SPORTING GOODS   AND PRINT FINISHING   TOTAL  
          

BALANCE AT DECEMBER 25, 2010  $ 12,017  $ 13,380  $ 25,397 
FOREIGN CURRENCY TRANSLATION ADJUSTMENT   —   (112)   (112)
BALANCE AT DECEMBER 31, 2011   12,017   13,268   25,285 
IMPAIRMENT LOSSES   —   (13,187)   (13,187)
FOREIGN CURRENCY TRANSLATION ADJUSTMENT   —   (81)   (81)
BALANCE AT DECEMBER 29, 2012  $ 12,017  $ —  $ 12,017 

 
THE COMPANY REVIEWS GOODWILL FOR IMPAIRMENT ANNUALLY AND WHENEVER EVENTS OR CHANGES IN CIRCUMSTANCES INDICATE THE CARRYING VALUE OF GOODWILL MAY NOT

BE RECOVERABLE. THE GOODWILL IMPAIRMENT TEST INVOLVES A TWO-STEP PROCESS. IN THE FIRST STEP,  THE COMPANY COMPARES THE FAIR VALUE OF EACH REPORTING UNIT TO

ITS CARRYING VALUE. IF THE FAIR VALUE OF THE REPORTING UNIT EXCEEDS ITS CARRYING VALUE,  GOODWILL IS NOT IMPAIRED AND NO FURTHER TESTING IS REQUIRED. IF THE FAIR

VALUE OF THE REPORTING UNIT IS LESS THAN THE CARRYING VALUE,  THE COMPANY MUST PERFORM THE SECOND STEP OF THE IMPAIRMENT TEST TO MEASURE THE AMOUNT OF

IMPAIRMENT LOSS. IN THE SECOND STEP,  THE REPORTING UNIT’S FAIR VALUE IS ALLOCATED TO ALL OF THE ASSETS AND LIABILITIES OF THE REPORTING UNIT,  INCLUDING ANY

UNRECOGNIZED INTANGIBLE ASSETS,  IN A HYPOTHETICAL ANALYSIS THAT CALCULATES THE IMPLIED FAIR VALUE OF GOODWILL IN THE SAME MANNER AS IF THE REPORTING UNIT

WAS BEING ACQUIRED IN A BUSINESS COMBINATION. IF THE IMPLIED FAIR VALUE OF THE REPORTING UNIT’S GOODWILL IS LESS THAN THE CARRYING VALUE,  THE DIFFERENCE IS
RECORDED AS AN IMPAIRMENT LOSS.
 
DURING THE THIRD QUARTER OF FISCAL 2012, THE COMPANY DETERMINED THAT SUFFICIENT INDICATORS OF POTENTIAL IMPAIRMENT EXISTED TO REQUIRE AN INTERIM GOODWILL

IMPAIRMENT ANALYSIS FOR THE MARTIN YALE GROUP REPORTING UNIT,  WHICH COMPRISES THE INFORMATION SECURITY AND PRINT FINISHING OPERATING SEGMENT. THESE

INDICATORS INCLUDED LOWER THAN EXPECTED OPERATING PROFITS AND CASH FLOWS FOR THE FIRST NINE MONTHS OF 2012, COUPLED WITH CONTINUED ECONOMIC WEAKNESS IN
THE EUROPEAN AND ASIAN MARKETS.
 
BASED ON THIS CONTINUING TREND,  THE EARNINGS FORECAST FOR THE NEXT FIVE YEARS WAS REVISED RESULTING IN A GOODWILL IMPAIRMENT LOSS OF $13.2 MILLION IN THE

QUARTER. IN ADDITION,  THE COMPANY RECORDED AN INTANGIBLE ASSET IMPAIRMENT FOR THIS SEGMENT RELATED TO OTHER INTANGIBLES OF $0.2 MILLION.
 
THE GOODWILL IMPAIRMENT LOSS REDUCES TO ZERO THE CARRYING VALUE OF GOODWILL RECORDED AS PART OF VARIOUS INTERNATIONAL ACQUISITIONS IN THE INFORMATION

SECURITY AND PRINT FINISHING SEGMENT FOR PURCHASES FROM 2003 THROUGH 2008.
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Note 6 — Equity Interest Investments
 
THE COMPANY HAS A 50% INTEREST IN A JOINT VENTURE, STIGA SPORTS AB (STIGA). THE JOINT VENTURE IS ACCOUNTED FOR UNDER THE EQUITY METHOD OF ACCOUNTING.
STIGA,  LOCATED IN SWEDEN,  IS A GLOBAL SPORTING GOODS COMPANY PRODUCING TABLE TENNIS EQUIPMENT AND GAME PRODUCTS. FINANCIAL INFORMATION FOR STIGA

REFLECTED IN THE TABLE BELOW HAS BEEN TRANSLATED FROM LOCAL CURRENCY TO U.S. DOLLARS USING EXCHANGE RATES IN EFFECT AT THE RESPECTIVE YEAR-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 IMPACT OF THESE DIFFERENCES IS NOT REFLECTED IN THE SUMMARIZED INFORMATION REFLECTED 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 YEARS ENDED 2012 AND 2011 ARE ADDBACKS OF $11.4 MILLION

AND $9.3 MILLION,  RESPECTIVELY. THESE NET DIFFERENCES ARE COMPRISED OF CUMULATIVE GOODWILL ADJUSTMENTS OF $16.0 MILLION OFFSET BY THE RELATED CUMULATIVE

TAX EFFECT OF $4.6 MILLION AS OF DECEMBER 29, 2012 AND CUMULATIVE GOODWILL ADJUSTMENTS OF $13.0 MILLION OFFSET BY THE RELATED CUMULATIVE TAX EFFECT OF

$3.7 MILLION AS OF DECEMBER 31, 2011. THE INCOME STATEMENT IMPACT OF THESE GOODWILL AND TAX ADJUSTMENTS AND OTHER INDIVIDUALLY INSIGNIFICANT U.S.
GAAP ADJUSTMENTS FOR THE YEARS ENDED DECEMBER 29, 2012, DECEMBER 31, 2011, AND DECEMBER 25, 2010 ARE TO INCREASE TOTAL STIGA NET INCOME BY

APPROXIMATELY $1.7 MILLION, $1.6 MILLION,  AND $1.7 MILLION,  RESPECTIVELY.
 
IN ADDITION,  THE COMPANY HAS A 50% INTEREST IN TWO JOINT VENTURES, ESCALADE INTERNATIONAL, LTD. IN THE UNITED KINGDOM AND NEOTERIC INDUSTRIES INC. IN
TAIWAN. THE INCOME AND ASSETS OF NEOTERIC HAVE NO MATERIAL IMPACT ON THE COMPANY’S FINANCIAL REPORTING. ESCALADE INTERNATIONAL LTD. IS A SPORTING GOODS

WHOLESALER,  SPECIALIZING IN FITNESS EQUIPMENT. THE COMPANY’S 50% PORTION OF NET INCOME (LOSS) FOR ESCALADE INTERNATIONAL FOR THE YEARS ENDED DECEMBER

29, 2012, DECEMBER 31, 2011, AND DECEMBER 25, 2010 WAS ($137) THOUSAND, ($103) THOUSAND,  AND $87 THOUSAND RESPECTIVELY,  AND IS INCLUDED IN OTHER

INCOME ON THE COMPANY’S STATEMENTS OF OPERATIONS. ADDITIONAL INFORMATION REGARDING THESE ENTITIES IS CONSIDERED IMMATERIAL AND HAS NOT BEEN INCLUDED IN

THE COMBINED TOTALS LISTED BELOW.
 
DURING 2012, ESCALADE INTERNATIONAL,  LTD.  PERFORMED BELOW EXPECTATIONS,  AND THE ENTITY ENCOUNTERED UNEXPECTED ATTRITION OF CERTAIN SIGNIFICANT

CUSTOMERS THROUGH THE END OF THE THIRD QUARTER 2012. DUE TO THESE EVENTS,  THE COMPANY EVALUATED THE ECONOMIC AND STRATEGIC BENEFITS OF CONTINUING TO

HOLD THIS INVESTMENT. BASED ON THE REVIEW AS OF OCTOBER 6, 2012, THE COMPANY DETERMINED THAT THE FAIR VALUE OF THIS INVESTMENT WAS LESS THAN ITS

CARRYING VALUE AND THAT THIS IMPAIRMENT WAS OTHER THAN TEMPORARY. AS A RESULT,  THE COMPANY RECOGNIZED OTHER THAN TEMPORARY IMPAIRMENT OF $0.4 MILLION

($0.2 MILLION,  NET OF TAXES).
 
IN ACCORDANCE WITH RULE 8-03(B)(3) OF REGULATION S-X, SUMMARIZED FINANCIAL INFORMATION FOR STIGA SPORTS AB BALANCE SHEETS AS OF DECEMBER 31, 2012
AND 2011, AND STATEMENTS OF OPERATIONS FOR THE YEARS ENDED DECEMBER 31, 2012, 2011 AND 2010 IS AS FOLLOWS:
 

IN THOUSANDS  2012   2011  
       
CURRENT ASSETS  $ 28,538  $ 23,451 
NON-CURRENT ASSETS   8,065   9,460 
TOTAL ASSETS   36,603   32,911 
         
CURRENT LIABILITIES   10,850   10,033 
NON-CURRENT LIABILITIES   4,487   6,334 
TOTAL LIABILITIES   15,337   16,367 
         
NET ASSETS  $ 21,266  $ 16,544 

 
  2012   2011   2010  
          
NET SALES  $ 41,957  $ 45,588  $ 30,826 
GROSS PROFIT   20,756   21,746   13,953 
NET INCOME   4,534   5,223   2,044 
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Note 7 — Borrowings
 
ON MAY 4, 2012 THE COMPANY ENTERED INTO THE EIGHTH AMENDMENT TO ITS CREDIT AGREEMENT WITH ITS ISSUING BANK, JP MORGAN CHASE BANK, N.A. (CHASE).
THE EIGHTH AMENDMENT AMENDS THE CREDIT AGREEMENT ORIGINALLY DATED AS OF APRIL 30, 2009. THE EIGHTH AMENDMENT NOW MAKES AVAILABLE TO THE COMPANY A
SENIOR REVOLVING CREDIT FACILITY IN THE MAXIMUM PRINCIPAL AMOUNT OF UP TO $22 MILLION WITH A MATURITY DATE OF JULY 31, 2013 AND A TERM LOAN IN THE PRINCIPAL

AMOUNT OF $8.5 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. 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.  THE CREDIT AGREEMENT AMENDMENT ALSO PROVIDES A EURO 2.0 MILLION

(APPROXIMATELY $2.6 MILLION)  OVERDRAFT FACILITY. AS OF DECEMBER 29, 2012 AND DECEMBER 31, 2011, THE TOTAL AMOUNT OUTSTANDING ON THE OVERDRAFT

FACILITY WAS $2.5 MILLION AND $2.2 MILLION,  RESPECTIVELY.
 
THE EIGHTH AMENDMENT MODIFIED THE LOAN COVENANTS RELATING TO CAPITAL EXPENDITURES,  STOCK REPURCHASES,  AND ISSUANCE OF COMMON STOCK.  THE COMPANY

NOW MAY INCUR CAPITAL EXPENDITURES OF UP TO $7,500,000 FOR FISCAL YEAR 2012, AND UP TO $4,000,000 FOR FISCAL YEAR 2013; REPURCHASE SHARES OF ESCALADE

COMMON STOCK FOR AN AGGREGATE AMOUNT OF UP TO $1,000,000; AND ISSUE UP TO 2,500,000 SHARES OF ITS COMMON STOCK PURSUANT TO THE ESCALADE 2007
INCENTIVE PLAN,  AS AMENDED AT ESCALADE’S 2012 ANNUAL MEETING OF STOCKHOLDERS TO INCREASE THE TOTAL NUMBER OF SHARES AVAILABLE FOR GRANT THEREUNDER

FROM 1,000,000 TO 2,500,000 SHARES.
 
Short-Term Debt
SHORT-TERM DEBT AT FISCAL YEAR-ENDS WAS AS FOLLOWS:
 
IN THOUSANDS  2012   2011  
       

SENIOR SECURED REVOLVING CREDIT FACILITY OF $22.0 MILLION WITH A MATURITY OF JULY 31, 2013. THE LOAN BEARS AN

INTEREST RATE OF THE ALTERNATIVE BASE RATE PLUS OR MINUS THE APPLICABLE ABR SPREAD,  OR LIBOR PLUS THE

APPLICABLE LIBOR SPREAD,  DETERMINED QUARTERLY AND BASED ON THE COMPANY’S LEVERAGE RATIO. SECURED BY

SUBSTANTIALLY ALL ASSETS OF THE COMPANY. THE INTEREST RATES AT DECEMBER 29, 2012 RANGED BETWEEN

2.2% AND 3.0%.  $ 11,918  $ 10,000 
EURO OVERDRAFT FACILITY OF APPROXIMATELY $2.6 MILLION PAYABLE ON DEMAND. THE FACILITY BEARS AN INTEREST RATE

OF LIBOR PLUS 2.5%.   2,452   2,247 
SHORT-TERM DEBT   4,700   4,700 
  $ 19,070  $ 16,947 

 
THE WEIGHTED AVERAGE INTEREST RATE ON SHORT-TERM DEBT OUTSTANDING AT DECEMBER 29, 2012 AND DECEMBER 31, 2011 WAS 2.14% AND 2.03%, RESPECTIVELY.
 
Long-Term Debt
LONG-TERM DEBT AT FISCAL YEAR-ENDS WAS AS FOLLOWS:
 
IN THOUSANDS  2012  2011 
       

REVOLVING TERM LOAN OF $10.0 MILLION,  EXECUTED ON MAY 31, 2010 WITH A TERM OF 5 YEARS,  WITH PAYMENTS OF

$0.5 MILLION QUARTERLY BEGINNING WITH THE CALENDAR QUARTER ENDED SEPTEMBER 30, 2010. THE LOAN BEARS

AN INTEREST RATE OF ALTERNATIVE BASE RATE PLUS OR MINUS THE APPLICABLE ABR SPREAD,  OR LIBOR PLUS THE

APPLICABLE LIBOR SPREAD,  DETERMINED QUARTERLY. THE INTEREST RATE AT DECEMBER 29, 2012, WAS

2.4617%.  $ 5,500  $ 7,000 
         
MORTGAGE PAYABLE (WABASH, INDIANA ADJUSTABLE RATE ECONOMIC DEVELOPMENT REVENUE REFUNDING BONDS),

ANNUAL INSTALLMENTS ARE OPTIONAL,  INTEREST VARIES WITH SHORT-TERM RATES AND IS ADJUSTABLE WEEKLY BASED

ON MARKET CONDITIONS,  MAXIMUM RATE IS 10.00%, RATE AT DECEMBER 29, 2012 IS 0.40%, DUE SEPTEMBER

2028, SECURED BY PLANT FACILITY,  MACHINERY AND EQUIPMENT,  AND A STAND-BY LETTER OF CREDIT   2,700   2,700 
         
   8,200   9,700 
PORTION CLASSIFIED AS SHORT-TERM DEBT   (4,700)   (4,700)

  $ 3,500  $ 5,000 
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MATURITIES OF LONG-TERM DEBT OUTSTANDING AT DECEMBER 29, 2012 ARE AS FOLLOWS: $4.7 MILLION IN 2013, $2.0 MILLION IN 2014, AND $1.5 MILLION IN 2015.
 
Note 8 — Earnings Per Share
 
THE SHARES USED IN THE COMPUTATION OF THE COMPANY’S BASIC AND DILUTED EARNINGS PER COMMON SHARE ARE AS FOLLOWS:
 
IN THOUSANDS  2012  2011  2010 
          

WEIGHTED AVERAGE COMMON SHARES OUTSTANDING   13,244   12,849   12,726 
DILUTIVE EFFECT OF STOCK OPTIONS   160   562   515 
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING,  ASSUMING DILUTION   13,404   13,411   13,241 
             
NUMBER OF ANTI-DILUTIVE STOCK OPTIONS   451   —   — 

 
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING,  ASSUMING DILUTION,  INCLUDES THE INCREMENTAL SHARES THAT WOULD BE ISSUED UPON THE ASSUMED EXERCISE OF

STOCK OPTIONS OUTSTANDING.
 
Note 9 — Employee Benefit Plans
 
THE COMPANY HAS AN EMPLOYEE PROFIT-SHARING SALARY REDUCTION PLAN,  PURSUANT TO THE PROVISIONS OF SECTION 401(K) OF THE INTERNAL REVENUE CODE,  FOR NON-
UNION EMPLOYEES. THE COMPANY'S CONTRIBUTION IS A MATCHING PERCENTAGE OF THE EMPLOYEE CONTRIBUTION AS DETERMINED BY THE BOARD OF DIRECTORS ANNUALLY.
THE COMPANY'S EXPENSE FOR THE PLAN WAS $0.48 MILLION, $0.33 MILLION AND $0.18 MILLION FOR 2012, 2011 AND 2010, RESPECTIVELY.
 
Note 10 — Stock Compensation Plans
 
IN APRIL 2007, SHAREHOLDERS APPROVED THE ESCALADE,  INCORPORATED 2007 INCENTIVE PLAN (“2007 INCENTIVE PLAN”), WHICH IS AN INCENTIVE PLAN FOR KEY

EMPLOYEES,  DIRECTORS AND CONSULTANTS WITH VARIOUS EQUITY-BASED INCENTIVES AS DESCRIBED IN THE PLAN DOCUMENT. THE 2007 INCENTIVE PLAN IS A REPLACEMENT

FOR THE 1997 INCENTIVE STOCK OPTION PLAN AND THE 1997 DIRECTOR STOCK COMPENSATION AND OPTION PLAN WHICH EXPIRED AT THE END OF APRIL 2007. ALL OPTIONS

ISSUED AND OUTSTANDING UNDER THE EXPIRED PLANS WILL REMAIN IN EFFECT UNTIL EXERCISED,  EXPIRED OR FORFEITED.
 

47

Source: ESCALADE INC, 10-K, February 26, 2013 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



 

 
THE 2007 INCENTIVE PLAN IS ADMINISTERED BY THE BOARD OF DIRECTORS OR A COMMITTEE THEREOF,  WHICH IS AUTHORIZED TO DETERMINE,  AMONG OTHER THINGS,  THE KEY

EMPLOYEES,  DIRECTORS OR CONSULTANTS WHO WILL RECEIVE AWARDS UNDER THE PLAN,  THE AMOUNT AND TYPE OF AWARD,  EXERCISE PRICES OR PERFORMANCE CRITERIA,  IF
APPLICABLE,  AND VESTING SCHEDULES. UNDER THE ORIGINAL TERMS OF THE PLAN AND SUBJECT TO VARIOUS RESTRICTIONS CONTAINED IN THE PLAN DOCUMENT,  THE TOTAL

NUMBER OF SHARES OF COMMON STOCK WHICH MAY BE ISSUED PURSUANT TO AWARDS UNDER THE PLAN MAY NOT EXCEED 1,481,491 SHARES. IN 2012, THE STOCKHOLDERS

APPROVED AN AMENDMENT TO THE ESCALADE, INCORPORATED 2007 INCENTIVE PLAN TO PROVIDE AN ADDITIONAL 1,500,000 SHARES OF COMMON STOCK. BANK APPROVAL OF

THIS AMENDMENT WAS OBTAINED AS PART OF THE EIGHTH AMENDMENT TO THE CREDIT AGREEMENT.
 
Restricted Stock Units
IN 2009, 2008, AND 2007, THE COMPANY GRANTED RESTRICTED STOCK UNITS TO CERTAIN OFFICERS AND DIRECTORS OF THE COMPANY AT FAIR MARKET VALUE ON THE DATE

OF GRANT. THE RESTRICTED STOCK UNITS GRANTED TO EMPLOYEES OF THE COMPANY VEST OVER THREE TO FOUR YEARS AND ARE DEPENDENT ON CERTAIN MARKET CRITERIA.
THE RESTRICTED STOCK UNITS GRANTED TO DIRECTORS VEST IMMEDIATELY OR WITHIN TWO YEARS. ALL RESTRICTED STOCK UNITS ARE PAYABLE IN SHARES OF THE COMPANY’S

COMMON STOCK UPON VESTING,  SUBJECT TO THE DEFERRAL ELECTION ARRANGEMENT,  AND ARE SUBJECT TO FORFEITURE IF ON THE VESTING DATE THE EMPLOYEE IS NOT

EMPLOYED OR THE DIRECTOR NO LONGER HOLDS A POSITION WITH THE COMPANY.
 
THE COMPANY ISSUED NO RESTRICTED STOCK UNITS TO EMPLOYEES OR DIRECTORS IN 2010, 2011 AND 2012. THE FOLLOWING TABLE PRESENTS A SUMMARY OF NON-VESTED

RESTRICTED STOCK UNITS GRANTED TO DIRECTORS AS OF DECEMBER 29, 2012:
 

  
NUMBER OF 

SHARES  
    

VESTED BUT UNSETTLED   50,397 
     
OUTSTANDING RESTRICTED STOCK UNITS AS OF DECEMBER 29, 2012   50,397 
 
WHEN VESTING IS DEPENDENT ON CERTAIN MARKET CRITERIA,  THE FAIR VALUE OF RESTRICTED STOCK UNITS IS DETERMINED BY THE USE OF MONTE CARLO TECHNIQUES. THE

MARKET PRICE OF THE COMPANY’S STOCK ON THE GRANT DATE IS USED TO VALUE RESTRICTED STOCK UNITS WHERE VESTING IS NOT CONTINGENT ON MARKET CRITERIA. IN

2012, 2011, AND 2010 THE COMPANY RECOGNIZED $0, $35 THOUSAND,  AND $(47) THOUSAND RESPECTIVELY IN COMPENSATION EXPENSE RELATED TO RESTRICTED STOCK

UNITS AND AS OF DECEMBER 29, 2012 AND DECEMBER 31, 2011, THERE WAS $0  AND $0  RESPECTIVELY,  OF UNRECOGNIZED COMPENSATION EXPENSE RELATED TO

RESTRICTED STOCK UNITS.
 
Stock Options
 
TOTAL COMPENSATION EXPENSE RECORDED IN THE STATEMENTS OF OPERATIONS FOR 2012, 2011 AND 2010 RELATING TO STOCK OPTIONS WAS $574 THOUSAND, $513
THOUSAND AND $224 THOUSAND,  RESPECTIVELY. AS OF DECEMBER 29, 2012, THERE WERE $1.0 MILLION OF TOTAL UNRECOGNIZED COMPENSATION COSTS RELATED TO STOCK

OPTIONS. THESE COSTS ARE EXPECTED TO BE RECOGNIZED OVER A WEIGHTED AVERAGE PERIOD OF 2.5 YEARS.
 
AT THE MARCH 1, 2012 MEETING OF THE BOARD OF DIRECTORS,  THE BOARD VOTED TO APPROVE DIRECTOR STOCK OPTIONS OF 37,500, AND EMPLOYEE INCENTIVE STOCK

OPTIONS OF 200,000. THE DIRECTOR AND EMPLOYEE OPTIONS HAVE A ONE YEAR VESTING AND FOUR YEAR-TIERED VESTING,  RESPECTIVELY,  AND ALL OPTIONS EXPIRE IN FIVE

YEARS.  THE 2012 EMPLOYEE AWARDS WERE CONDITIONED UPON STOCKHOLDER APPROVAL OF THE AMENDMENT TO THE ESCALADE, INCORPORATED 2007 INCENTIVE PLAN,
WHICH WAS OBTAINED AT THE APRIL 2012 SHAREHOLDER MEETING,  AND BANK APPROVAL,  WHICH WAS OBTAINED WITH THE EIGHTH AMENDMENT TO THE CREDIT AGREEMENT.
THE FOLLOWING TABLE SUMMARIZES OPTION ACTIVITY FOR EACH OF THE THREE YEARS ENDED 2012:
 

  INCENTIVE STOCK OPTIONS   DIRECTOR STOCK OPTIONS  
  GRANTED   OUTSTANDING   GRANTED   OUTSTANDING  

             
2012   200,000   607,875   37,500   85,000 
2011   200,000   915,625   37,500   69,024 
2010   299,000   877,500   30,000   51,524 
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THE FAIR VALUE OF EACH OPTION GRANT AWARD IS ESTIMATED ON THE GRANT DATE USING THE BLACK-SCHOLES-MERTON OPTION VALUATION MODEL USING THE FOLLOWING

ASSUMPTIONS:
 
  2012  2011  2010
       
RISK-FREE INTEREST RATES  0.84%  1.51%  1.36%
DIVIDEND YIELDS  5.50%  1.84%  0%

VOLATILITY FACTORS OF EXPECTED MARKET PRICE OF COMMON STOCK  
95.56% TO

110.39%  
109.71% TO

122.17%  
97.64% TO

116.63%
WEIGHTED AVERAGE EXPECTED LIFE OF THE OPTIONS  1-4 YEARS  1-4 YEARS  1-4 YEARS

 
THE FOLLOWING TABLE SUMMARIZES STOCK OPTION TRANSACTIONS FOR THE THREE YEARS ENDED 2012:
 
  2012  2011  2010
     OPTION     OPTION     OPTION

  SHARES   PRICE  SHARES   PRICE  SHARES   PRICE

                
OUTSTANDING AT BEGINNING OF YEAR

  984,649  
$0.64 TO

$9.35   929,024  
$0.64 TO

$11.26   842,600  
$0.64 TO

$13.40
                   
ISSUED DURING YEAR

  237,500  
$5.28 TO

$5.66   237,500  $6.07   329,000  $2.56
                   
CANCELED OR EXPIRED   (25,024)     (125,625)     (167,576)   
                   
EXERCISED DURING YEAR

  (504,250)  
$0.64 TO

$2.56   (56,250)  
$0.64 TO

$2.56   (75,000)  
$0.64 TO

$0.89
                   
OUTSTANDING AT END OF YEAR

  692,875  
$0.64 TO

$6.07   984,649  
$0.64 TO

$9.35   929,024  
$0.64 TO

$11.26
                   
EXERCISABLE AT END OF YEAR   192,625     69,399     87,524   
                   
WEIGHTED-AVERAGE FAIR VALUE OF OPTIONS GRANTED DURING THE

YEAR  $ 3.12    $ 4.03    $ 1.80   
 
THE TOTAL INTRINSIC VALUE OF OPTIONS EXERCISED WAS $2.4 MILLION, $185 THOUSAND,  AND $267 THOUSAND FOR 2012, 2011 AND 2010, RESPECTIVELY.
 
THE FOLLOWING TABLE SUMMARIZES INFORMATION ABOUT STOCK OPTIONS OUTSTANDING AT DECEMBER 29, 2012:
 

   OPTIONS OUTSTANDING   OPTIONS EXERCISABLE  
      WEIGHTED-AVERAGE          

RANGE OF   NUMBER OF   REMAINING  WEIGHTED-AVERAGE   NUMBER OF   WEIGHTED-AVERAGE  
EXERCISE PRICES   SHARES   CONTRACTUAL LIFE  EXERCISE PRICE   SHARES   EXERCISE PRICE  

                
$ 0.64    33,000  1.3 YEARS $ 0.64   33,000  $ 0.64 
$ 2.56    208,875  2.2 YEARS $ 2.56   76,625  $ 2.56 

$5.28 - $5.66    231,500  4.2 YEARS $ 5.29   —   — 
$ 6.07    219,500  3.2 YEARS $ 6.07   83,000  $ 6.07 

     692,875         192,625     
 
DURING THE YEAR ENDED DECEMBER 29, 2012, THE FOLLOWING ACTIVITY OCCURRED UNDER THE COMPANY’S STOCK OPTION PLAN:
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NUMBER OF 

OPTIONS   

WEIGHTED 
AVERAGE GRANT- 
DATE FAIR VALUE  

       
NONVESTED BALANCE,  BEGINNING OF YEAR   915,250  $ 1.63 

GRANTED   237,500  $ 3.12 
VESTED   (634,000) $ 1.04 
FORFEITED   (18,500) $ 3.55 

         
NONVESTED BALANCE,  END OF YEAR   500,250  $ 3.02 
 
Note 11 — Other Comprehensive Income (Loss)
 
THE COMPONENTS OF OTHER COMPREHENSIVE INCOME (LOSS) WERE AS FOLLOWS:
 
IN THOUSANDS  2012  2011  2010 

CHANGE IN FOREIGN CURRENCY TRANSLATION ADJUSTMENT  $ 760  $ (588)  $ (845)
 
THE COMPONENTS OF ACCUMULATED OTHER COMPREHENSIVE INCOME,  NET OF TAX,  WERE AS FOLLOWS:
 
IN THOUSANDS  2012  2011  2010 

FOREIGN CURRENCY TRANSLATION ADJUSTMENT  $ 4,093  $ 3,333  $ 3,921 
 
Note 12 — Provision for Taxes
 
INCOME BEFORE TAXES AND THE PROVISION FOR TAXES CONSISTED OF THE FOLLOWING:
 
IN THOUSANDS  2012   2011   2010  
          

INCOME (LOSS) BEFORE TAXES:             
UNITED STATES OF AMERICA (USA)  $ 11,104  $ 8,481  $ 10,919 
NON USA   (11,642)   (1,605)   (1,843)
  $ (538)  $ 6,875  $ 9,076 

PROVISION FOR TAXES:             
CURRENT             

FEDERAL  $ 3,671  $ 9 6 5  $ 118 
STATE   303   38   180 
INTERNATIONAL   83   568   (194)

   4,057   1,571   104 
DEFERRED             

FEDERAL   397   163   2,802 
STATE   15   621   5 9 

INTERNATIONAL   (77)   79   52 
   335   863   2,913 
  $ 4,392  $ 2,434  $ 3,017 

 
THE COMPANY HAS NOT PROVIDED FOR USA DEFERRED TAXES OR FOREIGN WITHHOLDING TAXES ON UNDISTRIBUTED EARNINGS FOR NON-USA SUBSIDIARIES WHERE THE

COMPANY INTENDS TO REINVEST THESE EARNINGS INDEFINITELY IN OPERATIONS OUTSIDE THE USA.
 
THE PROVISION FOR INCOME TAXES WAS COMPUTED BASED ON FINANCIAL STATEMENT INCOME. A RECONCILIATION OF THE PROVISION FOR INCOME TAXES TO THE AMOUNT

COMPUTED USING THE STATUTORY RATE FOLLOWS:
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IN THOUSANDS  2012   2011   2010  
          
INCOME TAX AT STATUTORY RATE  $ (188)  $ 2,338  $ 3,086 
INCREASE (DECREASE) IN INCOME TAX RESULTING FROM             

STATE TAX EXPENSE,  NET OF FEDERAL EFFECT   509   394   375 
FEDERAL TRUE-UPS   (113)   113   112 
FEDERAL TAX CREDITS   (247)   (159)   — 
EFFECT OF FOREIGN TAX RATES   (94)   (370)   (195)
TAX AUDIT SETTLEMENT   —   —   (135)
VALUATION ALLOWANCES (STATE AND FOREIGN)   39   448   (77)
GOODWILL IMPAIRMENT (WORLDWIDE)   4,684   —   — 
CAPTIVE INSURANCE EARNINGS   (379)   (301)   (334)
INCENTIVE STOCK OPTIONS   152   115   5 9 
UNCERTAIN TAX POSITIONS   —   (174)   82 
OTHER   29   30   44 

RECORDED PROVISION FOR INCOME TAXES  $ 4,392  $ 2,434  $ 3,017 
 
THE PROVISION FOR INCOME TAXES WAS COMPUTED BASED ON FINANCIAL STATEMENT INCOME. IN ACCORDANCE WITH FASB ASC 740, THE COMPANY HAS RECORDED THE

FOLLOWING CHANGES IN UNCERTAIN TAX POSITIONS:
 
IN THOUSANDS  2012   2011  
BALANCE,  BEGINNING OF YEAR  $ 46  $ 220 

ADDITIONS FOR CURRENT YEAR TAX POSITIONS   —   — 
ADDITIONS FOR PRIOR YEAR TAX POSITIONS   —   — 
SETTLEMENTS   —   — 
REDUCTIONS SETTLEMENTS   —   — 
REDUCTIONS FOR PRIOR YEAR TAX POSITIONS   (46)   (174)

BALANCE,  END OF YEAR  $ —  $ 46 
 
INTEREST COSTS AND PENALTIES RELATED TO INCOME TAXES ARE CLASSIFIED AS INTEREST EXPENSE AND SELLING,  GENERAL AND ADMINISTRATIVE COSTS,  RESPECTIVELY IN THE

COMPANY’S FINANCIAL STATEMENTS.  THE COMPANY AND ITS SUBSIDIARIES FILE INCOME TAX RETURNS IN THE U.S. FEDERAL JURISDICTION,  AND MULTIPLE STATE AND

FOREIGN JURISDICTIONS. THE COMPANY IS SUBJECT TO FUTURE EXAMINATIONS BY FEDERAL,  STATE AND OTHER TAX AUTHORITIES FOR ALL YEARS AFTER 2008.
 
THE COMPONENTS OF THE NET DEFERRED TAX LIABILITIES ARE AS FOLLOWS:
 
IN THOUSANDS  2012   2011  
ASSETS         

EMPLOYEE BENEFITS  $ 5 9  $ 5 5 
VALUATION RESERVES   1,728   1,584 
PROPERTY AND EQUIPMENT   233   356 
STOCK BASED COMPENSATION   178   132 
FEDERAL AND STATE CREDITS   865   1,046 
NET OPERATING LOSS CARRY FORWARD   7,606   7,132 

TOTAL ASSETS   10,669   10,305 
         
LIABILITIES         

UNREALIZED EQUITY INVESTMENT INCOME   (2,555)   (2,027)
GOODWILL AND INTANGIBLE ASSETS   (2,668)   (2,535)
PREPAID INSURANCE   (103)   (90)

TOTAL LIABILITIES   (5,326)   (4,652)
         
VALUATION ALLOWANCE         

BEGINNING BALANCE   (7,075)   (6,626)
INCREASE DURING PERIOD   (189)   (449)
ENDING BALANCE   (7,264)   (7,075)

  $ (1,921)  $ (1,422)
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DEFERRED TAX ASSETS (LIABILITIES) ARE INCLUDED IN THE CONSOLIDATED BALANCE SHEETS AS FOLLOWS:
 
IN THOUSANDS  2012  2011 

DEFERRED INCOME TAX ASSET - CURRENT  $ 1,553  $ 1,478 
DEFERRED INCOME TAX ASSET (LIABILITY) – LONG-TERM   (3,474)   (2,900)

  $ (1,921)  $ (1,422)
 
THE COMPANY HAS STATE UNUSED NET OPERATING LOSSES OF APPROXIMATELY $2.2 MILLION. ALL OPERATING LOSS CARRY-FORWARDS EXPIRE IN VARIOUS AMOUNTS THROUGH

2029. IN ADDITION,  THE COMPANY HAS FOREIGN UNUSED NET OPERATING LOSS CARRY-FORWARDS OF APPROXIMATELY $24.4 MILLION OF WHICH AN ESTIMATED $22.9 MILLION

HAS BEEN RESERVED AS THE COMPANY DOES NOT EXPECT TO BE ABLE TO UTILIZE THESE CARRYFORWARDS.
 
Note 13 — Operating Segment and Geographic Information
 
THE FOLLOWING TABLE PRESENTS CERTAIN OPERATING SEGMENT INFORMATION.
 
IN THOUSANDS  2012   2011   2010  
          
Sporting Goods             
NET REVENUE  $ 112,599  $ 96,971  $ 85,815 
OPERATING INCOME   13,758   10,802   9,171 
INTEREST EXPENSE   273   686   1,655 
PROVISION FOR TAXES   5,324   4,365   2,993 
NET INCOME   8,189   5,817   4,601 
IDENTIFIABLE ASSETS   77,902   69,324   68,047 
NON-MARKETABLE EQUITY INVESTMENTS (EQUITY METHOD)   —   —   — 
DEPRECIATION & AMORTIZATION   3,398   2,623   2,461 
CAPITAL EXPENDITURES   2,065   1,595   517 
             
Information Security and Print Finishing             
NET REVENUE   34,990   37,279   34,841 
OPERATING INCOME (LOSS)   (14,628)   71   926 
INTEREST EXPENSE   515   445   203 
PROVISION FOR TAXES   543   551   913 
NET LOSS   (15,683)   (921)   (187)
IDENTIFIABLE ASSETS   25,578   40,396   37,713 
NON-MARKETABLE EQUITY INVESTMENTS (EQUITY METHOD)   323   318   321 
DEPRECIATION & AMORTIZATION   924   974   1,114 
CAPITAL EXPENDITURES   358   780   1,261 
             
All Other             
NET REVENUE   —   —   — 
OPERATING LOSS   (1,715)   (6,702)   (1,908)
INTEREST EXPENSE   (186)   (438)   (695)
BENEFIT FOR TAXES   (1,475)   (2,482)   (889)
NET INCOME (LOSS)   2,564   (455)   1,645 
IDENTIFIABLE ASSETS   22,260   20,395   21,793 
NON-MARKETABLE EQUITY INVESTMENTS (EQUITY METHOD)   17,164   14,079   11,303 
DEPRECIATION & AMORTIZATION   —   5,175   755 
CAPITAL EXPENDITURES   —   —   — 
             
Total             
NET REVENUE   147,589   134,250   120,656 
OPERATING INCOME (LOSS)   (2,585)   4,171   8,189 
INTEREST EXPENSE   602   693   1,163 
PROVISION FOR TAXES   4,392   2,434   3,017 
NET INCOME (LOSS)   (4,930)   4,441   6,059 
IDENTIFIABLE ASSETS   125,740   130,115   127,553 
NON-MARKETABLE EQUITY INVESTMENTS (EQUITY METHOD)   17,487   14,397   11,624 
DEPRECIATION & AMORTIZATION   4,322   8,772   4,330 
CAPITAL EXPENDITURES   2,423   2,375   1,778 
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EACH OPERATING SEGMENT IS INDIVIDUALLY MANAGED AND HAS SEPARATE FINANCIAL RESULTS THAT ARE REVIEWED BY THE COMPANY’S MANAGEMENT. EACH SEGMENT

CONTAINS CLOSELY RELATED PRODUCTS THAT ARE UNIQUE TO THE PARTICULAR SEGMENT.  THERE WERE NO CHANGES TO THE COMPOSITION OF SEGMENTS IN 2012. THE

ACCOUNTING POLICIES OF THE REPORTABLE SEGMENTS ARE THE SAME AS THOSE DESCRIBED IN THE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES.
 
THE SPORTING GOODS SEGMENT CONSISTS OF HOME ENTERTAINMENT PRODUCTS SUCH AS TABLE TENNIS TABLES AND ACCESSORIES;  BASKETBALL GOALS;  POOL TABLES AND

ACCESSORIES;  OUTDOOR PLAYSETS;  SOCCER AND HOCKEY TABLES;  ARCHERY EQUIPMENT AND ACCESSORIES;  AND FITNESS,  ARCADE AND DARTING PRODUCTS. CUSTOMERS

INCLUDE RETAILERS,  DEALERS AND WHOLESALERS LOCATED THROUGHOUT THE UNITED STATES AND EUROPE.
 
THE INFORMATION SECURITY AND PRINT FINISHING SEGMENT CONSISTS OF PRODUCTS SUCH AS HIGH-SECURITY DATA SHREDDERS,  DISINTEGRATORS AND DEGUASSERS,  AND

OFFICE MACHINERY USED IN THE OFFICE AND GRAPHIC ARTS ENVIRONMENT. OFFICE ENVIRONMENT PRODUCTS INCLUDE FOLDING MACHINES; AND PAPER TRIMMERS AND CUTTERS.
CUSTOMERS INCLUDE END-USERS,  AS WELL AS,  RETAILERS,  WHOLESALERS,  CATALOGS,  SPECIALTY DEALERS AND BUSINESS PARTNERS.
 
ALL OTHER SEGMENTS CONSIST OF GENERAL AND ADMINISTRATIVE EXPENSES NOT SPECIFICALLY RELATED TO THE OPERATING BUSINESS SEGMENTS AND INCLUDES INVESTMENT

INCOME FROM EQUITY INVESTMENTS.
 
INTEREST EXPENSE IS ALLOCATED TO OPERATING SEGMENTS BASED ON WORKING CAPITAL USAGE AND THE PROVISION FOR TAXES IS ALLOCATED BASED ON A COMBINED FEDERAL

AND STATE STATUTORY RATE OF 39.4% ADJUSTED FOR ACTUAL TAXES ON FOREIGN INCOME. PERMANENT TAX ADJUSTMENTS AND TIMING DIFFERENCES ARE INCLUDED IN THE

ALL OTHER SEGMENT.
 
IDENTIFIABLE ASSETS ARE PRINCIPALLY THOSE ASSETS USED IN EACH SEGMENT.  THE ASSETS IN THE ALL OTHER SEGMENT ARE PRINCIPALLY CASH AND CASH EQUIVALENTS;
DEFERRED TAX ASSETS; AND INVESTMENTS.
 
THE COMPANY HAS ONE CUSTOMER IN 2012 IN THE SPORTING GOODS SEGMENT WHO ACCOUNTED FOR 18% OF CONSOLIDATED TOTAL REVENUES AND ONE CUSTOMER IN 2011
AND 2010 WHO ACCOUNTED FOR 16% AND 15% OF CONSOLIDATED TOTAL REVENUES,  RESPECTIVELY.  NO OTHER CUSTOMERS ACCOUNTED FOR 10% OR MORE OF

CONSOLIDATED REVENUES. WITHIN THE SPORTING GOODS SEGMENT,  THIS CUSTOMER ACCOUNTED FOR 23%, 22% AND 21% OF TOTAL REVENUES IN 2012, 2011 AND 2010,
RESPECTIVELY.
 
AS OF DECEMBER 29, 2012, APPROXIMATELY 16 EMPLOYEES OF THE COMPANY'S LABOR FORCE WERE COVERED BY A COLLECTIVE BARGAINING AGREEMENT THAT EXPIRES APRIL

30, 2013.
 
RAW MATERIALS FOR ESCALADE’S VARIOUS PRODUCT LINES CONSIST OF WOOD,  TEMPERED GLASS,  PARTICLE BOARD,  STANDARD GRADES OF STEEL AND STEEL TUBING,
ENGINEERING PLASTICS,  FIBERGLASS AND PACKAGING MATERIALS. ESCALADE RELIES UPON DOMESTIC, MEXICO,  AND ASIAN SUPPLIERS FOR THESE MATERIALS AND UPON VARIOUS

ASIAN MANUFACTURERS FOR CERTAIN OF ITS GAME ROOM PRODUCT NEEDS AND OTHER ITEMS.
 
REVENUES BY GEOGRAPHIC REGION/COUNTRY WERE AS FOLLOWS:
IN THOUSANDS  2012   2011   2010  
          

NORTH AMERICA  $ 127,013  $ 112,907  $ 100,921 
EUROPE   13,220   12,240   11,486 
OTHER   7,356   9,103   8,249 
  $ 147,589  $ 134,250  $ 120,656 

 
REVENUES ARE ATTRIBUTED TO COUNTRY BASED ON LOCATION OF CUSTOMER AND ARE FOR CONTINUING OPERATIONS.
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IDENTIFIED ASSETS BY GEOGRAPHIC REGION/COUNTRY WERE AS FOLLOWS:
IN THOUSANDS  2012   2011   2010  
          

NORTH AMERICA  $ 110,977  $ 105,717  $ 103,277 
EUROPE   14,763   24,398   24,276 
  $ 125,740  $ 130,115  $ 127,553 

 
Note 14 — Summary of Quarterly Results
 
IN THOUSANDS,  EXCEPT PER SHARE DATA (UNAUDITED)  MARCH 24   JULY 14   OCTOBER 6   DECEMBER 29  
             
2012                 

NET SALES  $ 30,565  $ 42,029  $ 34,206  $ 40,789 
OPERATING INCOME (LOSS)   2,742   2,689   (10,387)   2,371 
NET INCOME (LOSS)   1,576   1,087   (11,503)   3,910 
BASIC EARNINGS (LOSS) PER SHARE  $ 0.12  $ 0.08  $ (0.86)  $ 0.29 

 
IN THOUSANDS,  EXCEPT PER SHARE DATA (UNAUDITED)  MARCH 19  JULY 9  OCTOBER 1  DECEMBER 31 
             
2011                 

NET SALES  $ 27,998  $ 40,850  $ 28,734  $ 36,668 
OPERATING INCOME (LOSS)   2,067   2,717   (855)   242 
NET INCOME (LOSS)   1,203   1,485   (380)   2,133 
BASIC EARNINGS (LOSS) PER SHARE  $ 0.09  $ 0.12  $ (0.03)  $ 0.17 

 
Note 15 — Acquisitions
 
ALL OF THE COMPANY’S ACQUISITIONS HAVE BEEN ACCOUNTED FOR USING THE PURCHASE METHOD OF ACCOUNTING.
 
2012
IN NOVEMBER 2012, THE COMPANY ACQUIRED THE BOWFISHING ASSETS OF CAJUN ARCHERY,  WHICH IS AN ARCHERY COMPANY LOCATED IN UTAH. THE TOTAL PRICE OF $600
THOUSAND WAS PAID IN CASH AND WAS COMPOSED OF CUSTOMER LISTS,  UNPATENTED TECHNOLOGY,  FIXED ASSETS AND OTHER ASSETS.
 
IN DECEMBER 2012, THE COMPANY ACQUIRED THE NORTH AMERICAN PATENT RIGHTS FOR RIGID AIR TECHNOLOGY FROM BDZ HOLDINGS,  WHICH IS A HOLDING COMPANY

LOCATED IN UNITED KINGDOM. THE TOTAL PRICE OF $650 THOUSAND WAS ALLOCATED TO INTANGIBLE ASSETS.
 
Note 16 — Commitments and Contingencies
 
THE COMPANY HAS OBTAINED A LETTER OF CREDIT FOR THE BENEFIT OF A CERTAIN MORTGAGE HOLDER. AT DECEMBER 29, 2012, THE BALANCE OF THE LETTER OF CREDIT

WAS $2.7 MILLION. IT IS TO BE USED IN THE EVENT OF A DEFAULT IN EITHER INTEREST OR PRINCIPAL PAYMENTS.
 
THE COMPANY IS INVOLVED IN LITIGATION ARISING IN THE NORMAL COURSE OF ITS BUSINESS. THE COMPANY DOES NOT BELIEVE THAT THE DISPOSITION OR ULTIMATE RESOLUTION

OF EXISTING CLAIMS OR LAWSUITS WILL HAVE A MATERIAL ADVERSE EFFECT ON THE BUSINESS OR FINANCIAL CONDITION OF THE COMPANY.
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THE COMPANY HAS ENTERED INTO VARIOUS AGREEMENTS WHEREBY IT IS REQUIRED TO MAKE ROYALTY AND LICENSE PAYMENTS. AT DECEMBER 29, 2012, THE COMPANY HAD

FUTURE ESTIMATED MINIMUM NON-CANCELABLE ROYALTY AND LICENSE PAYMENTS AS FOLLOWS:
 

IN THOUSANDS  AMOUNT 
    
2013  $ 350 
2014   375 
2015   375 
2016   375 
2017   375 
THEREAFTER   375 
  $ 2,225 

 
Note 17 -– 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

 
THE COMPANY BELIEVES THE CARRYING VALUE OF SHORT-TERM DEBT,  INCLUDING CURRENT PORTION OF LONG-TERM DEBT,  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 825 AT DECEMBER 29, 2012
AND DECEMBER 31, 2011.
 

  Fair Value Measurements Using  
        Significant     
     Quoted Prices in   Other     
     Active Markets   Observable   Significant  

2012     for Identical   Inputs (Level   Unobservable  
In Thousands  Fair Value   Assets (Level 1)   2)   Inputs (Level 3)  
FINANCIAL ASSETS                 

CASH AND CASH EQUIVALENTS  $ 2,544  $ 2,544  $ —  $ — 
TIME DEPOSITS  $ 1,200  $ 1,200  $ —  $ — 

                 
FINANCIAL LIABILITIES                 

NOTE PAYABLE AND SHORT-TERM DEBT  $ 17,070  $ —  $ 17,070  $ — 
CURRENT PORTION OF LONG-TERM DEBT  $ 2,000  $ —  $ 2,000  $ — 
LONG-TERM DEBT  $ 3,500  $ —  $ 3,500  $ — 
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  Fair Value Measurements Using  
        Significant     
     Quoted Prices in   Other     
     Active Markets   Observable   Significant  

2011     for Identical   Inputs (Level   Unobservable  
In Thousands  Fair Value   Assets (Level 1)   2)   Inputs (Level 3)  
FINANCIAL ASSETS                 

CASH AND CASH EQUIVALENTS  $ 3,821  $ 3,821  $ —  $ — 
TIME DEPOSITS  $ 950  $ 950  $ —  $ — 

                 
FINANCIAL LIABILITIES                 

NOTE PAYABLE AND SHORT-TERM DEBT  $ 14,947  $ —  $ 14,947  $ — 
CURRENT PORTION OF LONG-TERM DEBT  $ 2,000  $ —  $ 2,000  $ — 
LONG-TERM DEBT  $ 5,000  $ —  $ 5,000  $ — 

 
THE OUTSTANDING BALANCE OF THE EURO OVERDRAFT FACILITY IS INCLUDED IN NOTES PAYABLE AND SHORT-TERM DEBT. FOR THE PERIODS ENDED DECEMBER 29, 2012 AND

DECEMBER 31, 2011, THE BALANCE OF THE EURO OVERDRAFT FACILITY WAS $2.5 MILLION AND $2.2 MILLION,  RESPECTIVELY.
 
FOLLOWING IS A DESCRIPTION OF THE VALUATION METHODOLOGIES AND INPUTS USED FOR ASSETS MEASURED AT FAIR VALUE ON A NONRECURRING BASIS AND RECOGNIZED IN THE

ACCOMPANYING BALANCE SHEET,  AS WELL AS THE GENERAL CLASSIFICATION OF SUCH ASSETS PURSUANT TO THE VALUATION HIERARCHY.
 
GOODWILL AND OTHER INTANGIBLE ASSETS

 
FOR PURPOSES OF THE INTERIM IMPAIRMENT TEST,  THE FAIR VALUE OF THE MARTIN YALE GROUP REPORTING UNIT WAS DETERMINED USING A COMBINATION OF TWO METHODS;
ONE BASED ON MARKET EARNINGS MULTIPLES OF PEER COMPANIES IDENTIFIED FOR THE BUSINESS UNIT (THE MARKET APPROACH), AND A DISCOUNTED CASH FLOW MODEL WITH

ESTIMATES OF CASH FLOWS BASED ON INTERNAL FORECASTS OF REVENUES AND EXPENSES OVER A FIVE YEAR PERIOD PLUS A TERMINAL VALUE PERIOD (THE INCOME APPROACH).
THE MARKET APPROACH ESTIMATES FAIR VALUE BY APPLYING EARNINGS AND REVENUE MARKET MULTIPLES TO THE REPORTING UNIT’S OPERATING PERFORMANCE FOR THE

TRAILING TWELVE-MONTH PERIOD. THE MARKET MULTIPLES ARE DERIVED FROM COMPARABLE PUBLICLY TRADED COMPANIES WITH OPERATING AND INVESTMENT CHARACTERISTICS

SIMILAR TO THOSE OF THE MARTIN YALE GROUP REPORTING UNIT. THE INCOME APPROACH ESTIMATES FAIR VALUE BY DISCOUNTING THE REPORTING UNIT’S ESTIMATED FUTURE

CASH FLOWS USING A WEIGHTED-AVERAGE COST OF CAPITAL THAT REFLECTS CURRENT MARKET CONDITIONS AND THE RISK PROFILE OF THE BUSINESS UNIT.
 
TO ARRIVE AT THE MARTIN YALE GROUP REPORTING UNIT’S FUTURE CASH FLOWS,  THE COMPANY USED ESTIMATES OF ECONOMIC AND MARKET INFORMATION,  INCLUDING

GROWTH RATES IN REVENUES,  COSTS,  AND ESTIMATES OF FUTURE EXPECTED CHANGES IN OPERATING MARGINS,  TAX RATES,  AND CASH EXPENDITURES. OTHER SIGNIFICANT

ESTIMATES AND ASSUMPTIONS INCLUDE TERMINAL VALUE GROWTH RATES,  FUTURE ESTIMATES OF CAPITAL EXPENDITURES,  AND CHANGES IN FUTURE WORKING CAPITAL

REQUIREMENTS. UNDER THE INCOME APPROACH,  THE COMPANY APPLIED A RISK-ADJUSTED DISCOUNT RATE OF 11.2% TO THE FUTURE CASH FLOWS FROM THE MARTIN YALE

GROUP REPORTING UNIT. IN ADDITION TO THE EARNINGS MULTIPLES AND THE DISCOUNT RATES DISCLOSED ABOVE,  CERTAIN OTHER JUDGMENTS AND ESTIMATES WERE USED TO

PREPARE THE GOODWILL IMPAIRMENT TEST.
 
THE FAIR VALUES OF THE INTANGIBLE ASSETS FOR THE MARTIN YALE GROUP REPORTING UNIT WERE ESTIMATED CONSIDERING ESTIMATED ROYALTY SAVINGS,  DISCOUNTED CASH

FLOWS AND AVERAGE ATTRITION RATES ASSOCIATED WITH THESE ASSETS.
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AS A RESULT OF THE IMPAIRMENT TESTS PERFORMED,  THE GOODWILL OF THE MARTIN YALE GROUP REPORTING UNIT WAS WRITTEN DOWN TO THE IMPLIED FAIR VALUE OF ZERO

FROM ITS CARRYING VALUE OF $13.2 MILLION AS OF OCTOBER 6, 2012. THE INTANGIBLE ASSETS OF THIS REPORTING UNIT WERE WRITTEN DOWN TO THEIR ESTIMATED FAIR

VALUE OF $1.7 MILLION FROM THEIR CARRYING VALUE OF $1.9 MILLION AS OF OCTOBER 6, 2012.
 
BECAUSE OF THE SIGNIFICANCE OF THE UNOBSERVABLE INPUTS AND MANAGEMENT JUDGMENT USED IN THE GOODWILL AND INTANGIBLE ASSET IMPAIRMENT ANALYSES,  THESE

MEASUREMENTS WERE CLASSIFIED IN LEVEL THREE OF THE VALUATION HIERARCHY.
 
EQUITY METHOD INVESTMENTS

 
FOR PURPOSES OF THE IMPAIRMENT ANALYSIS OF THE EQUITY METHOD INVESTMENT IN ESCALADE INTERNATIONAL, LTD,  THE COMPANY CONSIDERED THE IMPACT OF ATTRITION

OF CERTAIN SIGNIFICANT CUSTOMERS ON FUTURE CASH FLOWS OF THIS ENTITY AS WELL AS EXPECTATIONS REGARDING FUTURE DIVESTITURE OF THE INVESTMENT. BASED ON

CONSIDERATION OF CASH FLOWS RELATED TO THE POTENTIAL DIVESTITURE,  THE COMPANY HAS DETERMINED THAT OTHER THAN TEMPORARY IMPAIRMENT IN THE AMOUNT OF $0.4
MILLION ($0.2 MILLION,  NET OF TAX) IS APPROPRIATE. CONSEQUENTLY,  THE INVESTMENT WAS WRITTEN DOWN TO ITS ESTIMATED FAIR VALUE OF $0.5 MILLION FROM ITS

CARRYING VALUE OF $0.9 MILLION AS OF OCTOBER 6, 2012. BECAUSE OF THE SIGNIFICANCE OF THE UNOBSERVABLE INPUTS AND MANAGEMENT JUDGMENT USED IN THE

EQUITY METHOD IMPAIRMENT ANALYSIS,  THIS MEASUREMENT WAS CLASSIFIED IN LEVEL THREE OF THE VALUATION HIERARCHY.
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Signatures

 
PURSUANT TO THE REQUIREMENTS OF SECTION 13 OR 15(D) 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
 
BY:  
  
/S/ ROBERT J. KELLER FEBRUARY 26, 2013
ROBERT J. KELLER  
PRESIDENT AND CHIEF EXECUTIVE OFFICER  
 
PURSUANT TO THE REQUIREMENTS OF THE SECURITIES EXCHANGE ACT OF 1934, THIS REPORT HAS BEEN SIGNED BELOW BY THE FOLLOWING PERSONS ON BEHALF OF THE

REGISTRANT AND IN THE CAPACITIES AND ON THE DATES INDICATED.
 
/S/ ROBERT E. GRIFFIN  CHAIRMAN AND DIRECTOR FEBRUARY 26, 2013
ROBERT E. GRIFFIN    
    
/S/ EDWARD E. WILLIAMS  DIRECTOR FEBRUARY 26, 2013
EDWARD E. WILLIAMS    
    
/S/ RICHARD D. WHITE  DIRECTOR FEBRUARY 26, 2013
RICHARD D. WHITE    
    
/S/ GEORGE SAVITSKY  DIRECTOR FEBRUARY 26, 2013
GEORGE SAVITSKY    
    
/S/ RICHARD BAALMANN, JR.  DIRECTOR FEBRUARY 26, 2013
RICHARD BAALMANN, JR.    
    
/S/ PATRICK GRIFFIN  DIRECTOR FEBRUARY 26, 2013
PATRICK GRIFFIN    
    
/S/ ROBERT J. KELLER  DIRECTOR AND PRESIDENT AND CHIEF FEBRUARY 26, 2013
ROBERT J. KELLER  EXECUTIVE OFFICER (PRINCIPAL EXECUTIVE OFFICER)  
    
/S/ DEBORAH J. MEINERT  VICE PRESIDENT AND CHIEF FINANCIAL FEBRUARY 26, 2013
DEBORAH J. MEINERT  OFFICER (PRINCIPAL FINANCIAL AND ACCOUNTING OFFICER)  
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Exhibit 10.26

 
Escalade, Incorporated

Schedule of Director Compensation
 

Each independent director of Escalade, Incorporated currently is entitled to receive an annual cash retainer of $35,000. Each member of the Audit Committee is
entitled to receive an additional annual fee of $5,000 except for the Audit Committee Chairman who is entitled to receive $15,000. Each member of the
Compensation Committee is entitled to receive an additional annual fee of $3,000 except for the Compensation Committee Chairman who is entitled to receive
$10,000. Members of the Audit Committee and Compensation Committee receive additional fees of $1,000 per committee meeting attended in excess of six and
four meetings respectively. Mr. Robert Griffin, the Chairman of the Board, is entitled to receive an annual cash retainer of $90,000. All independent directors
and Mr. R. Griffin are entitled to receive an additional fee of $1,000 per board meeting attended in excess of eight meetings per year. In 2012, each of the
independent directors and Mr. R. Griffin received an annual stock option award of 7,500 shares with a one year vesting.
 
Under the terms of the Escalade, Incorporated 2007 Incentive Plan, directors can elect to receive some or all of the fees earned in shares of the Company’s
common stock or in the form of RSU’s which vest after one year. In 2012, there were 36,059 shares of common stock issued pursuant to the plan. In 2012,
directors R. Griffin and White opted to receive 100% of the fees they were entitled to in the form of common stock. Director Baalmann received a combination
of cash and stock. Director Williams received his first quarter payment in cash, and beginning with the second quarter elected to receive all fees in the form of
common stock. Director Savitsky received his fees in cash .
 
Directors Keller and Patrick Griffin are full-time employees of the Company and receive no board fees in connection with their service on the Company’s
Board of Directors.
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Exhibit 10.27

 
Escalade, Incorporated

Schedule of Executive Officer Compensation
 
Compensation for the executive officers of Escalade, Incorporated consists of a base salary, bonuses and long-term incentives in the form of stock option
grants or restricted stock unit grants.
 
Base Salary
In general, base salaries are set at the beginning of each year based upon changes in the employee’s level of responsibility, individual performance reviews
conducted by the Company’s Compensation Committee and changes in the cost of living.
 
Bonuses
The Company’s Compensation Committee has established a profit incentive plan that provides for the payment of cash bonuses if certain performance targets
are achieved. Under the plan, the Compensation Committee establishes target performance levels early in each fiscal year, subject to potential changes that the
Committee may determine appropriate. Virtually all employees are eligible to participate in the profit incentive plan. In conjunction with the completion of the
Company’s annual audited financial statements, the bonus pool is finalized based on actual results achieved. Allocation of the bonus pool to individual
executive officers is determined at the Compensation Committee’s discretion based upon a review of the overall Company’s performance relative to budget, the
Company’s strategic position, and individual executive officer’s performance relative to budget. There are no pre-defined methods for allocating the bonus pool
to any of the Company’s executive officers.
 
Long-Term Incentives
Under the terms of the Escalade, Incorporated 2007 Incentive Plan, executive officers of the Company are eligible to receive long term incentive compensation in
various forms including stock options and restricted stock units. The Company’s Compensation Committee has full discretion over the form, amount and
timing of these grants which historically have been annual grants. In its determination of annual grants, the Compensation Committee considers performance
of both the individual and the Company.
 
Additional Benefits
Executive officers are eligible to participate in the Company’s 401(k) retirement plan and receive Company matching contributions in accordance with the plan
terms. The Company also pays group term life insurance benefits on behalf of executive officers.
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Exhibit 21

 
ESCALADE, INCORPORATED AND SUBSIDIARIES

 
List of Subsidiaries at December 29, 2012

 
  State of or Other  Percent of Voting  
  Jurisdiction of  Securities Owned  
  Incorporation  by Parent  

Parent       
Escalade, Incorporated  Indiana, USA     

       
Subsidiaries (1)       

Indian Industries, Inc.  Indiana, USA   100%
U.S. Weight, Inc.  Illinois, USA   100%
Harvard Sports, Inc.  California, USA   100%
Harvard California, S. DE R.L. C.V.  B.C. Mexico   100%
Bear Archery, Inc.  Florida, USA   100%
Escalade Sports Playground, Inc.  North Carolina, USA   100%
Escalade Sports (Shanghai) Co., Ltd.  China   100%
Martin Yale Industries, Inc.  Indiana, USA   100%
Olympia Business Systems  Delaware, USA   100%
Martin Yale International, GmbH  Germany   100%
Martin Yale International Ltd  England   100%
Martin Yale Iberica, S.L.  Spain   100%
Martin Yale Africa Quality Office and Graphics Products Ltd  South Africa   100%
Martin Yale Nordic AB  Sweden   100%
Martin Yale Italia, S.R.L.  Italy   100%
Martin Yale International Trading (Beijing) Limited  China   100%
EIM Company, Inc.  Nevada, USA   100%
SOP Services, Inc.  Nevada, USA   100%
Escalade Insurance, Inc.  Nevada, USA   100%
Stiga Sports AB  Sweden   50%

 
(1) Each subsidiary Company so designated has been included in Consolidated Financial Statements for all periods following its acquisition. See Notes to
Consolidated Financial Statements.
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Exhibit 23.1

 
Independent Registered Public Accounting Firm Consent

 
We consent to the incorporation by reference in the registration statement of Escalade, Incorporated (Company) on Form S-8 (File Nos. 33-16279, 333-52475,
333-52477, 333-142756, 333-142757 and 333-183322) of our report dated February 26, 2013, on our audits of the consolidated financial statements of the
Company as of December 29, 2012, and December 31, 2011, and for each of the three years in the period ended December 29, 2012, which report is
included in this Annual Report on Form 10-K.
 
/s/ BKD, LLP  
BKD, LLP  
Evansville, Indiana  
February 26, 2013  
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Exhibit 23.2

 
Independent Registered Public Accounting Firm Consent

 
We consent to the incorporation by reference in the registration statement of Escalade, Incorporated (Company) on Form S-8 (File Nos. 33-16279, 333-52475,
333-52477, 333-142756, 333-142757 and 333-183322) of our report dated February 26, 2013, on our audits of the financial statements of Martin Yale
International GmbH as of December 31, 2012 and December 31, 2011 and for each of the three years in the period ended December 31, 2012, which report is
included in this Annual Report on Form 10-K.
 
/s/ FALK GmbH & Co KG  
Wirtschaftsprüfungsgesellschaft  
Steuerberatungsgesellschaft  
Heidelberg/Germany,  
February 26, 2013  
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Exhibit 31.1

 
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

 
I, Robert J. Keller, certify that:
 
1. I have reviewed this annual report on Form 10-K of Escalade, Incorporated;
2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this annual
report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15-15(f)) for the
registrant and we have:

 
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 
b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 
c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this annual report based on such evaluation; and
 
d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

 
5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of

registrant’s board of directors (or persons performing the equivalent functions):
 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.
 

Date: February 26, 2013
 
 /s/ Robert J. Keller
 Robert J. Keller
 Chief Executive Officer
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Exhibit 31.2

 
CERTIFICATION OF CHIEF FINANCIAL OFFICER

 
I, Deborah J. Meinert, certify that:
 
1. I have reviewed this annual report on Form 10-K of Escalade, Incorporated;
2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this annual
report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15-15(f)) for the
registrant and we have:

 
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 
b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 
c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this annual report based on such evaluation; and
 
d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

 
5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of

registrant’s board of directors (or persons performing the equivalent functions):
 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 
b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.
 

Date: February 26, 2013
 
 /s/ Deborah J. Meinert
 Deborah J. Meinert
 Chief Financial Officer
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Exhibit 32.1

 
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

In connection with the Annual Report of Escalade, Incorporated (the “Company”) on Form 10-K for the period ending December 29, 2012 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Robert J. Keller, Chief Executive Officer of the Company, certify, pursuant to 18
U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:
 

(1) The Report fully complies with the requirements of section 13(a) or 15 (d) of the Securities Exchange Act of 1934; and
 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
 

/s/ Robert J. Keller  
Robert J. Keller  
Chief Executive Officer  
February 26, 2013  
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Exhibit 32.2

 
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

In connection with the Annual Report of Escalade, Incorporated (the “Company”) on Form 10-K for the period ending December 29, 2012 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Deborah J. Meinert, Chief Financial Officer of the Company, certify, pursuant to 18
U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:
 

(1) The Report fully complies with the requirements of section 13(a) or 15 (d) of the Securities Exchange Act of 1934; and
 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
 

/s/ Deborah J. Meinert  
  
Deborah J. Meinert  
Chief Financial Officer  
February 26, 2013  
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