

















On April 30, 2009, the Company had no material exposure
to changes in interest rates for its debt agreements.

The Company does not currently use commodity or interest
rate derivatives or similar financial instruments to manage its

commodity price or interest rate risks.

For additional discussion of risks that could affect the
Company and its business, see “Forward-Looking Statements”
above and “Risk Factors” in the Company’s most recent annual
report on Form 10-K filed with the SEC.

OFF-BALANCE SHEET
ARRANGEMENTS

As of April 30, 2009 and 2008, the Company had no off-
balance sheet arrangements other than operating leases.

CRITICAL ACCOUNTING POLICIES

Management has chosen accounting policies that are necessary
to give reasonable assurance that the Company’s operational
results and financial position are accurately and fairly reported.
The significant accounting policies of the Company are disclosed
in Note A to the Consolidated Financial Statements. The following
discussion addresses the accounting policies that management
believes have the greatest potential impact on the presentation of
the financial condition and operating results of the Company for
the periods being reported and that require the most judgment.

Management has reviewed these critical accounting policies and

estimates with the Audit Committee of the Board of Directors.

LONG-LIVED ASSET IMPAIRMENT. The Company reviews its
long-lived assets for impairment whenever events or changes
in circumstances indicate that the related carrying amounts
may not be recoverable. For purposes of assessing if impair-
ment exists, assets are grouped at the lowest level for which
there are identifiable cash flows that are largely independent
of the cash flows of other groups of assets. To determine
whether an impairment has occurred, the Company compares
estimates of the future undiscounted net cash flows of groups
of assets to their carrying values. The Company has not recog-

nized impairments of long-lived assets in the last three years.

REVENUE RECOGNITION. The Company utilizes signed sales
agreements that provide for transfer of title to the customer
upon delivery. The Company’s network of third-party carriers
does not currently have the technology to provide detailed
information regarding the delivery date for all orders. As a
result, the Company must estimate the amount of sales that
have been transferred to third-party carriers but not delivered
to customers. The estimate is calculated using a lag factor
determined by analyzing the actual difference between ship-
ment date and delivery date of orders over the past 12 months.
Revenue is only recognized on those shipments which the
Company believes have been delivered to the customer.
Management believes that likely changes in the estimate are
immaterial to the overall results of the fiscal year.

The Company recognizes revenue based on the invoice price
less allowances for sales returns, cash discounts, and other
deductions as required under current U.S. generally accepted
accounting principles. Collection is reasonably assured as
determined through an analysis of accounts receivable data,
including historical product return, and the evaluation of each
customer’s ability to pay. Allowances for sales returns are
based on the historical relationship between shipments and
returns. The Company believes that historical experience is an
accurate reflection of future returns.

SELF INSURANCE. The Company is self-insured for certain costs
related to employee medical coverage and workers compensa-
tion liability. The Company maintains stop-loss coverage with
third-party insurers to limit total exposure. The Company estab-
lishes a liability at the balance sheet date based on estimates for
a variety of factors that influence the Company’s ultimate cost. In
the event that actual experience is substantially different from
the estimates, the financial results for the period could be
impacted. The Company believes that the methodologies used
to estimate all factors related to employee medical coverage and
workers’ compensation are an accurate reflection of the liability

as of the date of the balance sheet.

PENSIONS. The Company has two non-contributory defined
benefit pension plans covering substantially all of the
Company’s employees.
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The estimated cost, benefits, and pension obligation of the
non-contributory defined benefit pension plans are determined
using various assumptions. The most significant assumptions
are the long-term expected rate of return on plan assets, the
discount rate used to determine the present value of the pen-
sion obligations, and the future rate of compensation level
increases. The Company determines the discount rate by refer-
encing the AON Yield Curve. The Company believes that using
ayield curve approach more accurately reflects changes in the
present value of liabilities over time since each cash flow is
discounted at the rate at which it could effectively be settled.
The long-term expected rate of return on plan assets reflects
the current mix of the plan assets invested in equities

and bonds. The future rate of compensation levels reflects

expected salary trends.

The following is a summary of the potential impact of a hypo-
thetical 1% change in actuarial assumptions for the discount
rate, rate of compensation, expected return on plan assets,

and consumer price index.

IMPACT OF 1%  IMPACT OF 1%

(in millions) INCREASE DECREASE
(decrease) increase
Effect on annual pension expense $ 1.5 $ 21
Effect on projected pension

benefit obligation $8.8 $10.7

Pension expense for fiscal 2009 and the assumptions used in
that calculation are presented in Note H of the Consolidated
Financial Statements. At April 30, 2009, the discount rate was
7.16% compared to 6.68% at April 30, 2008. The expected
return on plan assets is 8.0%, which is consistent with fiscal
2008. The assumed rate of increase in compensation levels is
4.0% for the year ended April 30, 2009, unchanged from the
prior fiscal year.

The performance of the Company’s pension plans is largely
dependent on the assumptions used to measure the obliga-
tions of the plans and to estimate future performance of the
plans’ invested assets. Over the past two measurement
periods, the material deviations between results based

on assumptions and the actual plan performance has been as
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a result of the changes to the discount rate used to measure
the plans benefit obligations and the actual return on plan
assets. Under accounting guidelines, the discount rate is to be
set to market at each annual measurement date. From the fis-
cal 2007 to fiscal 2008 measurement dates, the discount rate
increased from 5.76% to 6.68%, which was the primary driver
in an actuarial gain of $12.6 million. From the fiscal 2008 to
fiscal 2009 measurement dates, the discount rate increased
from 6.68% to 7.16%, which was the primary driver in the
actuarial gain of $8.1 million.

The Company strives to balance expected long-term returns
and short-term volatility of pension plan assets. Favorable
and unfavorable differences between the assumed and actual
returns on plan assets are generally amortized over a period
no longer than the average future working lifetime of the
active participants. The actual rates of return on plan assets
realized, net of investment manager fees were (16.8)%, 1.5%,
and 10.0% for fiscal years 2009, 2008, and 2007, respectively.

The fair value of plan assets at April 30, 2009 was $67.3 mil-
lion compared to $77.6 million at April 30, 2008. The
Company’s projected benefit obligation exceeded plan assets
by $12.9 million in fiscal 2009 and $3.3 million in fiscal 2008.
The Company’s $9.6 million increase in its net under-funded
position during 2009 was driven primarily by the Company’s
$13.6 million loss in value of plan assets. The Company
expects its pension expense for fiscal 2009 to increase from
$4.2 million in fiscal 2009 to $5.0 million in fiscal 2010, due
primarily to amortization of unrecognized actuarial losses.
The Company made contributions of $5.6 million to its pen-
sion plans in fiscal 2009. Under the requirements of the
Pension Protection Act of 2006, the Company in fiscal 2010 is
not required to make a mandatory contribution to the pension
plans. During fiscal 2010, the Company plans to make a volun-

tary contribution in a similar amount to fiscal 2009.

PROMOTIONAL DISPLAYS. The Company invests in promo-
tional displays in retail stores to demonstrate product fea-
tures, product specifications, quality specifications, and serve
as a training tool for designers. The investment is carried at
cost less applicable amortization. Amortization is provided by



the straight-line method on an individual display basis over
the estimated period of economic benefit, approximately

30 months. The Company believes that the estimated period
of economic benefit provides an accurate reflection of the
value of displays as of the date of the balance sheet based

on historical experience.

PRODUCT WARRANTY. The Company estimates outstanding
warranty costs based on the historical relationship between
warranty claims and revenues. The warranty accrual is
reviewed monthly to verify that it properly reflects the
Company’s remaining obligation based on anticipated expen-
ditures over the balance of the obligation period. Adjustments
are made when actual warranty claim experience differs from
estimates. Warranty claims are generally made within three
months of the original shipment date.

STOCK-BASED COMPENSATION EXPENSE. The calculation
of stock-based compensation expense involves estimates that
require management’s judgment. These estimates include the
fair value of each of the stock option awards granted, which

is estimated on the date of grant using a Black-Scholes

option pricing model. There are two significant inputs into the
Black-Scholes option pricing model: expected volatility and
expected term. The Company estimates expected volatility
based on the historical volatility of the Company’s stock over
a term equal to the expected term of the option granted. The
expected term of stock option awards granted is derived from
historical exercise experience under the Company’s stock
option plans and represents the period of time that stock
option awards granted are expected to be outstanding. The
assumptions used in calculating the fair value of share-based
payment awards represent management’s best estimates, but
these estimates involve inherent uncertainties and the appli-
cation of significant management judgment. As a result, if
factors change and the Company uses different assumptions,
stock-based compensation expense could be materially differ-
ent in the future. In addition, the Company is required to esti-
mate the expected forfeiture rate, and only recognize expense
for those shares expected to vest. If the Company’s actual for-
feiture rate is materially different from its estimate, the stock-

based compensation expense could be significantly different

from what the Company has recorded in the current period.
See Note G to the Consolidated Financial Statements for fur-

ther discussion on stock-based compensation.

RECENT ACCOUNTING
PRONOUNCEMENTS

In September 2006, the Financial Accounting Standards Board
(FASB) issued Statement of Financial Accounting Standards
(SFAS) No. 157, “Fair Value Measurements” (SFAS 157).

SFAS 157 establishes a common definition for fair value to be
applied to generally accepted accounting principles guidance
requiring use of fair value, establishes a framework for meas-
uring fair value, and expands disclosure about such fair value
measurements. SFAS 157 is effective for fiscal years beginning
after November 15, 2007. The FASB, on February 12, 2008,
issued FASB Staff Position (FSP) SFAS 157-2, “Effective Date
of FASB Statement No.157.” This FSP permits a delay in the
effective date of SFAS 157 to fiscal years beginning after
November 15, 2008, for non-financial assets and non-financial
liabilities, except for items that are recognized or disclosed

at fair value on the financial statements on a recurring basis
(at least annually). On February 14, 2008, the FASB issued
FSP SFAS 157-1, “Application of FASB Statement No. 147

to FASB Statement No. 13 and Other Accounting Pronouncements
that Address Fair Value Measurements for Purposes of Lease
Classification or Measurement under Statement 13, to exclude
SFAS No. 13, “Accounting for Leases” and its related interpre-
tive accounting pronouncements from the scope of SFAS 157.
SFAS 157 was adopted by the Company on May 1, 2008,

for financial assets and financial liabilities. The adoption

of SFAS 157, as it relates to the Company’s financial assets
and financial liabilities, did not have a material effect on the
Company’s results of operations or financial position. The
Company is currently evaluating the expected impact, if any,

on its non-financial assets and non-financial liabilities.

In February 2007, the FASB issued SFAS No. 159, “The Fair
Value Options for Financial Assets and Financial Liabilities—
including an amendment of FASB Statement No. 115,

(SFAS 159). SFAS 159 permits entities to choose to measure

many financial instruments and certain other items at fair
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value. The objective is to expand the use of fair value meas-
urements in accounting for financial instruments. SFAS 159
was adopted by the Company on May 1, 2008. The Company
did not elect the fair-value option for existing assets or liabili-
ties upon adoption. Therefore, there was no impact of the
provisions of SFAS 159 on the Company’s results of operations
or its financial position.

In December 2007, the FASB issued SFAS No. 141 (revised 2007),
“Business Combinations” (SFAS 141R) and SFAS No. 160,
“Noncontrolling Interests in Consolidated Financial Statements—
an amendment of ARB No.51, (SFAS 160). SFAS 141R requires
the acquiring entity in a business combination to recognize the
assets acquired and liabilities assumed. Further, SFAS 141R also
changes the accounting for acquired in-process research and
development assets, contingent consideration, partial acquisitions,
and transaction costs. Under SFAS 160, all entities are required to
report noncontrolling (minority) interests in subsidiaries as equity
in the consolidated financial statements. In addition, transactions
between an entity and noncontrolling interests will be treated as
equity transactions. SFAS 141R and SFAS 160 are both effective
for the Company beginning May 1, 2009. The adoption of these
pronouncements is not expected to have a significant impact on

the Company’s consolidated financial statements.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about
Derivative Instruments and Hedging Activities—an amendment
of FASB Statement No.133;" (SFAS 161). SFAS 161 is intended to
improve financial reporting by requiring enhanced disclosures for
derivative instruments and hedging activities to enable investors
to better understand how derivative instruments are accounted
for under SFAS No. 133, “Accounting for Derivative Instruments
and Hedging Activities,” and their effects on an entity’s financial
position, financial performance, and cash flows. SFAS 161 is effec-
tive for the Company beginning May 1, 2009. The adoption of
SFAS 161 is not expected to have an impact on the Company’s
consolidated financial statements.

In December 2008, the FASB issued FSP SFAS No. 132R-1,
“Employers’ Disclosures about Postretirement Benefit Plan
Assets,” (SFAS 132R-1). FSP SFAS 132R-1 requires companies
to disclose how pension plan asset investment allocations are
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made, the major categories of plan assets, the inputs and
valuation techniques used to measure the fair value of plan
assets and significant concentrations of risk within plan
assets. FSP SFAS 132R-1 is effective for financial statements
issued for fiscal years ending after December 15, 2009. The
adoption of FSP SFAS 132R-1 is not expected to have a signifi-
cant impact on the Company’s results of operations or its
financial position.

LEGAL MATTERS

The Company is involved in suits and claims in the normal course
of business, including product liability and general liability claims,
in addition to claims pending before the Equal Employment
Opportunity Commission. On at least a quarterly basis, the
Company consults with its legal counsel to ascertain the reason-
able likelihood that such claims may result in a loss. As required
by SFAS No. 5, “Accounting for Contingencies” (SFAS 5), the
Company categorizes the various suits and claims into three cate-
gories according to their likelihood for resulting in potential loss;
those that are probable (i.e., more likely than not), those that are
reasonably possible, and those that are deemed to be remote.
The Company accounts for these loss contingencies in accordance
with SFAS 5. Where losses are deemed to be probable and
estimable, accruals are made. Where losses are deemed to be
reasonably possible or remote, a range of loss estimates is deter-
mined. Where no loss estimate range can be made, the Company
and its counsel perform a worst case estimate. In determining
these loss range estimates, the Company considers known values

of similar claims and consultation with independent counsel.

The Company believes that the aggregate range of loss stem-
ming from the various suits and asserted and unasserted
claims which were deemed to be either probable or reason-

ably possible was not material as of April 30, 2009.

DIVIDENDS DECLARED

On May 28, 20009, the Board of Directors approved a $.09 per
share cash dividend on its common stock. The cash dividend
was paid on June 30, 2009, to shareholders of record on

June 16, 20009.



CONSOLIDATED BALANCE SHEETS

APRIL 30
(in thousands, except share and per share data) 2009 2008
ASSETS
Current Assets
Cash and cash equivalents $ 82,821 $ 56,932
Customer receivables, net 26,944 27,744
Inventories 32,684 46,981
Prepaid expenses and other 1,789 3,006
Deferred income taxes 9,300 8,725
Total Current Assets 153,538 143,388
Property, plant and equipment, net 132,928 150,840
Promotional displays, net 12,793 15,506
Prepaid pension asset — 2,632
Deferred income taxes 1,393 —
Other assets 3,085 2,433
TOTAL ASSETS $ 303,737 $ 314,799
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities
Accounts payable $ 15,070 $ 19,708
Current maturities of long-term debt 859 864
Accrued compensation and related expenses 24,909 21,151
Accrued marketing expenses 7,080 5,401
Other accrued expenses 10,249 8,910
Total Current Liabilities 58,167 56,034
Long-term debt, less current maturities 26,475 26,043
Deferred income taxes — 8,071
Defined benefit pension and postretirement benefits liabilities 12,900 6,617
Other long-term liabilities 2,513 3,400
Shareholders’ Equity
Preferred stock, $1.00 par value; 2,000,000 shares authorized, none issued — —
Common stock, no par value; 40,000,000 shares authorized; issued and
outstanding shares: at April 30, 2009: 14,094,449; at April 30, 2008: 14,150,290 82,293 76,409
Retained earnings 136,074 146,288
Accumulated other comprehensive loss
Defined benefit pension and postretirement plans (14,685) (8,063)
Total Shareholders’ Equity 203,682 214,634
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 303,737 $314,799

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS

YEARS ENDED APRIL 30

(in thousands, except share and per share data) 2009 2008 2007
Net sales $545,934 $602,426 $760,925
Cost of sales and distribution 456,444 499,299 605,106
Gross Profit 89,490 103,127 155,819
Selling and marketing expenses 60,033 71,875 71,009
General and administrative expenses 26,875 26,870 35,402
Restructuring charges 9,743 — —
Operating Income (Loss) (7,161) 4,382 49,408
Interest expense 716 805 910
Other income (1,726) (2,108) (2,680)
Income (Loss) Before Income Taxes 6,151) 5,685 51,178
Income tax expense (benefit) 2,917) 1,414 18,617
Net Income (Loss) $ (3,234) $ 4271 $ 32,561
SHARE INFORMATION
Earnings (loss) per share
Basic $ (023 $ 030 $ 208
Diluted 0.23) 0.29 2.04
Cash dividends per share 0.36 033 0.21

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF
SHAREHOLDERS” EQUITY AND COMPREHENSIVE INCOME (LOSS)

ACCUMULATED
OTHER TOTAL
COMMON STOCK RETAINED COMPREHENSIVE ~ SHAREHOLDERS’
(in thousands, except share and per share data) SHARES AMOUNT EARNINGS INCOME (LOSS) EQUITY
Balance, May 1, 2006 15,958,496 $53,195 $194,071 $ (5,605) $241,661
Comprehensive Income:
Net income 32,561 32,561
Other comprehensive income, net of tax:
Change in derivative financial instrument 4 4
Change in minimum pension liability 773) 773)
Total Comprehensive Income 31,792
Effect of SFAS 158 adoption (7,385) (7,385)
Stock-based compensation 6,287 6,287
Cash dividends (3,297) (3,297)
Exercise of stock options 682,538 17,780 17,780
Stock repurchases (1,782,222) (7,077) (55,829) (62,906)
Employee benefit plan contributions 61,127 2,165 2,165
Balance, April 30, 2007 14,919,939 $72,350 $167,506 $(13,759) $226,097
Comprehensive Income:
Net income 4,271 4,271
Other comprehensive income, net of tax:
Change in pension and postretirement benefits 5,696 5,696
Total Comprehensive Income 9,967
Stock-based compensation 5,277 5,277
Cash dividends (4,771) (4,771)
Exercise of stock options 44,716 1,024 1,024
Stock repurchases (888,846) (3,990) (20,718) (24,708)
Employee benefit plan contributions 74,481 1,748 1,748
Balance, April 30, 2008 14,150,290 $76,409 $146,288 $ (8,063) $214,634
Comprehensive Loss:
Net loss (3,234) (3,234)
Other comprehensive loss, net of tax:
Change in pension and postretirement benefits (6,622) (6,622)
Total Comprehensive Loss (9,856)
Stock-based compensation 4,877 4,877
Cash dividends (5,060) (5,060)
Exercise of stock options 8,400 152 152
Stock repurchases (140,214) (549) (1,908) (2,457)
Employee benefit plan contributions 75,973 1,404 12) 1,392
Balance, April 30, 2009 14,094,449 $82,293 $136,074 $ (14,685) $ 203,682

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED APRIL 30

(in thousands) 2009 2008 2007
OPERATING ACTIVITIES
Net income (loss) $ (3,234) $ 4,271 $ 32,561
Adjustments to reconcile net income (loss) to net cash provided
by operating activities:
Depreciation and amortization 35,100 35,204 35,909
Net loss on disposal of property, plant and equipment 271 517 178
Stock-based compensation expense 4,877 5277 6,287
Deferred income taxes (5,715) (5,631) 1,225
Tax deficit/(benefit) from stock-based compensation 219 492 (1,718
Other non-cash items 2,310 1,184 309
Changes in operating assets and liabilities:
Customer receivables 1,269 9,449 18,636
Inventories 9,976 7,961 11,572
Prepaid expenses and other assets 417) (414) (1,096)
Accounts payable (4,638) (5,896) (8,725)
Accrued compensation, marketing, and other accrued expenses 8,621 (3,894) (7,029)
Other (1,827) (881) (1,630)
Net Cash Provided by Operating Activities 46,812 47,639 86,479
INVESTING ACTIVITIES
Payments to acquire property, plant and equipment (4,824) (8,252) (14,681)
Proceeds from sales of property, plant and equipment 64 6 7
Investment in promotional displays (9,005) (10,784) (13,472)
Net Cash Used in Investing Activities (13,765) (19,030) (28,146)
FINANCING ACTIVITIES
Payments of long-term debt (864) (855) (1,456)
Proceeds from long-term debt 1,290 — —
Tax deficit/ (benefit) from stock-based compensation (219 (492) 1,718
Proceeds from issuance of common stock and other 152 1,099 17,769
Repurchase of common stock (2,457) (24,783) (62,897)
Payment of dividends (5,060) (4,771) (3,297)
Net Cash Used In Financing Activities (7,158) (29,802 (48,163)
Net Increase/(Decrease) in Cash and Cash Equivalents 25,889 (1,193) 10,170
Cash and Cash Equivalents, Beginning of Year 56,932 58,125 47,955
Cash and Cash Equivalents, End of Year $ 82,821 $ 56,932 $ 58,125

See notes to consolidated financial statements.
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notes

to consolidated financial statements

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company manufactures and distributes kitchen cabinets
and vanities for the remodeling and new home construction
markets. The Company’s products are sold across the United
States through a network of independent distributors and
directly to home centers and major builders.

The following is a description of the Company’s significant
accounting policies:

PRINCIPLES OF CONSOLIDATION AND BASIS OF

PRESENTATION: The consolidated financial statements include
the accounts of the Company and its wholly-owned subsidiary.
Significant inter-company accounts and transactions have been

eliminated in consolidation.

REVENUE RECOGNITION: The Company recognizes revenue
when product is delivered to the customer and title has
passed. Revenue is based on invoice price less allowances
for sales returns, cash discounts, and other deductions.

COST OF SALES AND DISTRIBUTION: The cost of sales and
distribution includes all costs associated with the manufacture
and distribution of the Company’s products including the costs
of shipping and handling.

ADVERTISING COSTS: Advertising costs are expensed as
incurred. Advertising expenses for fiscal years 2009, 2008, and
2007 were $15.1 million, $17.5 million, and $15.5 million,
respectively.

CASH AND CASH EQUIVALENTS: Cash in excess of operating
requirements is invested in money market accounts which are
carried at cost (which approximates fair value). The Company
considers all highly liquid short-term investments with an
original maturity of three months or less when purchased

to be cash equivalents. Cash equivalents were $82.0 million
and $55.8 million at April 30, 2009 and 2008, respectively.

INVENTORIES: Inventories are stated at lower of cost or
market. Inventory costs are determined by the last-in, first-out
(LIFO) method.

The LIFO cost reserve is determined in the aggregate for inven-
tory and is applied as a reduction to inventories determined
on the first-in, first-out method (FIFO). FIFO inventory cost

approximates replacement cost.

PROPERTY, PLANT AND EQUIPMENT: Property, plant and
equipment is stated on the basis of cost less accumulated
depreciation. Depreciation is provided by the straight-line
method over the estimated useful lives of the related assets,
which range from 15 to 30 years for buildings and improve-
ments and 3 to 10 years for machinery and equipment. Assets
under capital leases are amortized over the shorter of their
estimated useful lives or the term of the related lease.

IMPAIRMENT OF LONG-LIVED ASSETS: The Company reviews
its long-lived assets for impairment when events or changes
in circumstances indicate that the carrying amount of an asset
may not be recoverable. During fiscal years 2009, 2008, and
2007, the Company concluded no impairment existed.

PROMOTIONAL DISPLAYS: The Company invests in promo-
tional displays in retail stores to demonstrate product features,
product specifications, and quality specifications and serve

as a training tool for retail kitchen designers. The Company
invests in these long-lived productive assets to provide the afore-
mentioned benefits. The Company’s investment in promotional
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displays is carried at cost less applicable amortization.
Amortization is provided by the straight-line method on an
individual display basis over 30 months (the estimated period
of benefit). Promotional display amortization expense for fiscal
years 2009, 2008, and 2007 was $11.7 million, $12.8 million,
and $12.7 million, respectively.

FAIR VALUE OF FINANCIAL INSTRUMENTS: The carrying
amounts of the Company’s cash and cash equivalents,
customer receivables, accounts payable, and long-term debt

approximate fair value.

INCOME TAXES: The Company accounts for deferred income
taxes utilizing the asset and liability method, whereby deferred
tax assets and liabilities are recognized based on the tax effects
of temporary differences between the financial statement
amounts and the tax basis of assets and liabilities, using enacted
tax rates in effect for the year in which these items are expected
to reverse. At each reporting date, the Company evaluates the
need for a valuation allowance to reduce deferred tax assets.

PENSIONS AND POSTRETIREMENT BENEFITS: The Company
has two non-contributory defined benefit pension plans covering
substantially all of the Company’s employees. Effective April 30,
2007, the Company adopted the recognition and disclosure
provisions of Statement of Financial Accounting Standards
(SFAS) No.158, “Employers Accounting for Defined Benefit
Pension and Other Postretirement Plans—an amendment

of FASB Statements No. 87, 88, 106, and 132R” (SFAS 158).
SFAS 158 requires the Company to recognize in its consolidated
balance sheets the overfunded or underfunded status of its
defined benefit pension plans and postretirement plan meas-
ured as the difference between the fair value of plan assets and
the benefit obligation. The Company must also recognize as a
component of other comprehensive income, net of tax, the actu-
arial gains and losses and the prior service costs, credits and
transition costs that arise during the period. The adoption of
SFAS 158 had no impact on years prior to fiscal 2007 and had

no effect on the calculation of pension expense.
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STOCK-BASED COMPENSATION: The Company recognizes
stock-based compensation expense based on the provisions
SFAS No.123R, “Share-Based Payment,” (SFAS 123R).

RECENT ACCOUNTING PRONOUNCEMENTS: In September
2006, the Financial Accounting Standards Board (FASB) issued
SFAS No. 157, “Fair Value Measurements” (SFAS 157). SFAS 157
establishes a common definition for fair value to be applied to
generally accepted accounting principles guidance requiring
use of fair value, establishes a framework for measuring fair
value, and expands disclosure about such fair value measure-
ments. SFAS 157 is effective for fiscal years beginning after
November 15, 2007. The FASB, on February 12, 2008, issued
FASB Staff Position (FSP) SFAS 157-2, “Effective Date of

FASB Statement No. 157 This FSP permits a delay in the
effective date of SFAS 157 to fiscal years beginning after
November 15, 2008, for non-financial assets and non-financial
liabilities, except for items that are recognized or disclosed

at fair value on the financial statements on a recurring basis
(at least annually). On February 14, 2008, the FASB issued

FSP SFAS 157-1, “Application of FASB Statement No. 147 to
FASB Statement No. 13 and Other Accounting Pronouncements
that Address Fair Value Measurements for Purposes of Lease
Classification or Measurement under Statement 13" to exclude
SFAS No. 13, “Accounting for Leases” and its related interpretive
accounting pronouncements from the scope of SFAS 157.

SFAS 157 was adopted by the Company on May 1, 2008, for
financial assets and financial liabilities. The adoption of

SFAS 157, as it relates to the Company’s financial assets and
financial liabilities, did not have a material effect on the
Company’s results of operations or financial position. The
Company is currently evaluating the expected impact, if any, on
its non-financial assets and non-financial liabilities.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value
Options for Financial Assets and Financial Liabilities—including
an amendment of FASB Statement No.115. (SFAS 159). SFAS 159
permits entities to choose to measure many financial instruments
and certain other items at fair value. The objective is to expand
the use of fair value measurements in accounting for financial

instruments. SFAS 159 was adopted by the Company on May 1,



2008. The Company did not elect the fair-value option for existing
assets or liabilities upon adoption. Therefore, there was no impact
of the provisions of SFAS 159 on the Company’s results of opera-
tions or its financial position.

In December 2007, the FASB issued SFAS No. 141 (revised
2007), “Business Combinations” (SFAS 141R) and

SFAS No. 160, “Noncontrolling Interests in Consolidated
Financial Statements—an amendment of ARB No.51;

(SFAS 160). SFAS 141R requires the acquiring entity in a busi-
ness combination to recognize the assets acquired and liabili-
ties assumed. Further, SFAS 141R also changes the accounting
for acquired in-process research and development assets, con-
tingent consideration, partial acquisitions, and transaction
costs. Under SFAS 160, all entities are required to report non-
controlling (minority) interests in subsidiaries as equity in the
consolidated financial statements. In addition, transactions
between an entity and noncontrolling interests will be treated
as equity transactions. SFAS 141R and SFAS 160 are both effec-
tive for the Company beginning May 1, 2009. The adoption of
these pronouncements is not expected to have a significant

impact on the Company’s consolidated financial statements.

In March 2008, the FASB issued SFAS No. 161, “Disclosures
about Derivative Instruments and Hedging Activities—an
amendment of FASB Statement No. 133, (SFAS 161). SFAS 161
is intended to improve financial reporting by requiring
enhanced disclosures for derivative instruments and hedging
activities to enable investors to better understand how deriva-
tive instruments are accounted for under SFAS No. 133,
“Accounting for Derivative Instruments and Hedging Activities;
and their effects on an entity’s financial position, financial
performance, and cash flows. SFAS 161 is effective for the
Company beginning May 1, 2009. The adoption of SFAS 161

is not expected to have an impact on the Company’s consoli-
dated financial statements.

In December 2008, the FASB issued FSP SFAS No.132R-1,
“Employers’ Disclosures about Postretirement Benefit Plan
Assets,” (SFAS 132R-1). FSP SFAS 132R-1 requires companies

to disclose how pension plan asset investment allocations

are made, the major categories of plan assets, the inputs and
valuation techniques used to measure the fair value of plan
assets and significant concentrations of risk within plan assets.
FSP SFAS 132R-1 is effective for financial statements issued for
fiscal years ending after December 15, 2009. The adoption of
FSP SFAS 132R-1 is not expected to have a significant impact
on the Company’s results of operations or its financial position.

USE OF ESTIMATES: The preparation of consolidated financial
statements in conformity with U.S. generally accepted account-
ing principles requires management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities

at the date of the consolidated financial statements and the
reported amounts of revenues and expenses during the report-

ing period. Actual results could differ from those estimates.

NOTE B—CUSTOMER RECEIVABLES

The components of customer receivables were:

APRIL 30
(in thousands) 2009 2008
Gross customer receivables $ 29,672 $ 32,336
Less:
Allowance for doubtful accounts (536) (1,298)
Allowance for returns and discounts 2,192 (3,294)
Net customer receivables $ 26,944 $27,744
The components of inventories were:
APRIL 30
(in thousands) 2009 2008
Raw materials $ 11,012 $ 13,062
Work-in-process 22,961 35,185
Finished goods 8,853 11,440
Total FIFO inventories 42,826 59,687
Reserve to adjust inventories
to LIFO value (10,142) (12,706)
Total LIFO inventories $ 32,684 $ 46,981

After tax earnings were impacted by $291,000, $136,000,
and $71,000 in fiscal years 2009, 2008, and 2007, respec-
tively, as a result of liquidation of LIFO based inventories.
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NOTE D—PROPERTY, PLANT AND EQUIPMENT

The components of property, plant and equipment were:

APRIL 30

(in thousands) 2009 2008
Land $ 6,654 $ 3,149
Buildings and improvements 88,990 88,482
Buildings and improvements—capital leases 20,356 20,356
Machinery and equipment 185,373 183,524
Machinery and equipment—capital leases 29,342 29,773
Construction in progress 568 4,162

331,283 329,446
Less accumulated amortization and depreciation (198,355) (178,606)
Total $ 132,928 $ 150,840

Amortization and depreciation expense on property, plant and equipment amounted to $22.4 million, $22.3 million, and

$23.1 million, in fiscal years 2009, 2008, and 2007, respectively.

NOTE E—LOANS PAYABLE AND LONG-TERM DEBT

Maturities of long-term debt are as follows:

FISCAL YEARS ENDING APRIL 30

2015 AND TOTAL
(in thousands) 2010 2011 2012 2013 2014 THEREAFTER OUTSTANDING
Term credit facility $ — $ — $ — $10,000 $ — $ - $10,000
Economic development loans — — — — — 3,524 3,524
Term loans 366 390 415 413 348 3,182 5,114
Capital lease obligations 493 503 512 523 534 6,131 8,696
Total $859 $893 $927 $10,936 $882 $12,837 $27,334
Less current maturities $ 859
Total long-term debt $ 26,475

The Company amended its primary credit facility in June 20009.
The amended facility provides a $10 million term loan that
expires in December 2012, and a $25 million revolving line of
credit that is secured by the Company’s inventories and
receivables and expires in December 2011. The amended
credit facility also requires the Company to maintain a mini-
mum of $35 million in cash on hand and contains certain
other limitations on the Company’s ability to increase its divi-
dend and repurchase its stock. Prior to its amendment, the
Company’s credit facility was unsecured, matured in
December 2012, and was a $40 million revolving line of credit.
Borrowings under the credit facility bear interest at the
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London InterBank Offered Rate (LIBOR) (1.25% at April 30,
2009) plus a spread ranging from 0.50% to 1.25% at April 30,
2009 (0.675% at April 30, 2009), based on the ratio of Total
Funded Indebtedness to earnings, before deduction of inter-
est and taxes, plus depreciation, amortization, and non-cash
employee compensation (Consolidated EBITDA). Funded
indebtedness is the total of senior debt, letter of credit obliga-
tions, stockholder debt, subordinated debt, the value of all
capitalized and synthetic leases, and funded indebtedness

of other persons secured or guaranteed by the Company. The



Company incurs a fee for amounts not used under the revolv-
ing credit facility. The non-usage fee is included in interest
expense and was $72,998, $56,235, and $50,498 for 2009,
2008, and 2007, respectively, or 0.2% of the amount not bor-
rowed. There were no amounts outstanding under the revolv-
ing credit facility at April 30, 2009 and 2008.

In 2009, the Company entered into a loan agreement with

the Board of County Commissioners of Garrett County as part
of the Company’s capital investment in land located in Garrett
County, Maryland. This loan agreement is secured by a Deed
of Trust on the property and bears interest at a fixed rate of
3%. The agreement defers principal and interest during the
term of the obligation and forgives any outstanding balance at
December 31, 2019, if the Company complies with certain
employment levels. The outstanding balance as of April 30,
2009 was $1,290,000.

In 2005, the Company entered into two separate loan agree-
ments that were amended in 2008 with the Maryland Economic
Development Corporation and the County Commissioners of
Allegany County as part of the Company’s capital investment and
operations at the Allegany County, Maryland site. The balances of
these loan agreements were $1,484,000 and $750,000 for both
years ended April 30, 2009 and 2008 and expire at December 31,
2016, bearing interest at a fixed rate of 3%. These loan agree-
ments are secured by mortgages on the manufacturing facility
constructed in Allegany County, Maryland. These loan agreements
defer principal and interest during the term of the obligation and
forgive any outstanding balance at December 31, 2016, if the
Company complies with certain employment levels at the facility.

In 2002, the Company entered into a loan agreement with

the Perry, Harlan, Leslie, Breathitt Regional Industrial Authority
(ak.a. Coalfields Regional Industrial Authority, Inc.) as part of
the Company’s capital investment and operations at the Hazard,
Kentucky site. This debt facility is a $6 million term loan, which
expires November 13, 2017, bearing interest at a fixed rate of
2%. It is secured by a mortgage on the manufacturing facility

constructed in Hazard, Kentucky. The loan requires annual debt

service payments consisting of principal and interest with a
fixed balloon payment of $1.6 million at loan expiration. The
outstanding amounts owed as of April 30, 2009 and 2008 were
$4,723,000 and $4,975,000, respectively.

In 2001, the Company entered into a loan agreement with the
West Virginia Economic Development Authority as part of the
Company’s capital investment at the Moorefield, West Virginia
site. This debt facility is a $1 million term loan which expires
January 12, 2013, bearing interest at a fixed rate of 5.9%. It

is secured by a Deed of Trust on the Moorefield, West Virginia
site. The loan requires quarterly debt service of principal and
interest. The balances outstanding at April 30, 2009 and 2008
were $391,000 and $520,000, respectively.

In 2004, the Company entered into a lease agreement with
the West Virginia Economic Development Authority as part
of the Company’s capital investment and operations at the
South Branch plant located in Hardy County, West Virginia.
This capital lease agreement is a $10 million term obligation,
which expires July 1, 2024, bearing interest at a fixed rate of
2%. The outstanding amounts owed as of April 30, 2009 and
2008 were $8,696,000 and $9,178,000, respectively.

Certain of the Company’s loan agreements limit the amount and
type of indebtedness the Company can incur and require the
Company to maintain specified financial ratios measured on

a quarterly basis. In addition to the assets previously discussed,
certain of the Company’s property, plant and equipment are
pledged as collateral under term loan agreements and capital
lease arrangements. The Company was in compliance with all

covenants contained in its loan agreements at April 30, 20009.

Interest paid during fiscal years 2009, 2008, and 2007 was
$721,000, $986,000, and $1,026,000, respectively.

Interest capitalized during fiscal years 2009, 2008, and 2007
was $49,000, $219,000, and $178,000, respectively.
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NOTE F—EARNINGS (LOSS) PER SHARE

The following table summarizes the computations of basic and diluted earnings per share:

FISCAL YEARS ENDED APRIL 30

(in thousands, except per share amounts) 2009 2008 2007
Numerator used in basic and diluted earnings per common share:
Net income (loss) $(3,234) $ 4,271 $ 32,561
Denominator:
Denominator for basic earings per common share—weighted-average shares 14,055 14,472 15,690
Effect of dilutive securities:
Stock options — 68 286
Denominator for diluted earnings per common share—weighted-average shares
and assumed conversions 14,055 14,540 15,976
Net income (loss) per share
Basic $ (0.23) $ 030 $ 208
Diluted $ (0.23) $ 029 $ 204

Dilutive securities have not been considered in the calculation of net loss per share for fiscal year ended April 30, 2009 as the

effect would be anti-dilutive.

NOTE G—STOCK-BASED COMPENSATION

The Company has stock-based compensation plans as
described below. Total compensation expense related to
stock-based awards granted under these plans for the fiscal

years ended April 30, 2009, 2008, and 2007, was $4.9 million,

$5.3 million, and $6.3 million, respectively. The Company rec-
ognizes stock-based compensation costs net of an estimated
forfeiture rate for those shares expected to vest on a straight-

line basis over the requisite service period of the award. The

Company estimated the forfeiture rate for options granted dur-

ing fiscal years 2009, 2008, and 2007, based on its historical

experience.

STOCK OPTION PLANS

At April 30, 2009, the Company had stock option awards out-
standing under five different plans: (1) 1999 stock option plan
for employees, (2) 2004 stock incentive plan for employees,
(3) 2000 stock option plan for non-employee directors,

(4) 2005 stock option plan for non-employee directors, and
(5) 2006 non-employee directors equity ownership plan.

Stock options granted and outstanding under each of the plans
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vest evenly over a three-year period and have contractual terms
ranging from four years to ten years. The exercise price of all stock
options granted is equal to the fair market value of the Company’s
common stock on the option grant date. No new option grants will
be made under the 2000 and 2005 plans for non-employee
directors. As of April 30, 2009, there were 1,281,528 shares of
common stock available for future stock options under the

1999 stock option plan for employees, the 2004 stock incentive
plan for employees, and 2006 non-employee directors equity
ownership plan.

METHODOLOGY ASSUMPTIONS

For purposes of valuing stock option grants, the Company has
identified two employee groups and one non-employee director
group, based upon observed option exercise patterns.

The Company uses the Black-Scholes option-pricing model

to value the Company’s stock options for each of the three
groups. Using this option-pricing model, the fair value of each
stock option award is estimated on the date of grant. The fair
value of the Company’s stock option awards is expensed on a
straight-line basis over the vesting period of the stock options.



The expected volatility assumption is based on the historical incorporates the contractual term of an option grant, which is
volatility of the Company’s stock over a term equal to the generally ten years for employees and from four years to ten
expected term of the option granted. The expected term of stock  years for non-employee directors, as well as the vesting period
option awards granted is derived from the Company’s historical of an award. The risk-free interest rate is based on the implied
exercise experience and represents the period of time that stock  vield on a U.S. Treasury constant maturity with a remaining term
option awards granted are expected to be outstanding for each equal to the expected term of the option granted.

of the three identified groups. The expected term assumption

The weighted-average assumptions and valuation of the Company’s stock options were as follows:

FISCAL YEARS ENDED APRIL 30

2009 2008 2007
Weighted-average fair value of grants $12.07 $11.45 $14.48
Expected volatility 61.7% 29.7% 43.0%
Expected term in years 5.4 53 5.2
Risk-free interest rate 3.47% 5.01% 4.96%
Expected dividend yield 1.5% 0.7% 0.4%

STOCK OPTION ACTIVITY
The following table presents a summary of the Company’s stock options activity for the fiscal years ended April 30, 2009, 2008,
and 2007 (remaining contractual term [in years] and exercise prices are weighted-averages):

REMAINING AGGREGATE
NUMBER CONTRACTUAL EXERCISE INTRINSIC VALUE

OF OPTIONS TERM PRICE (in thousands)
Outstanding at April 30, 2006 2,034,211 6.7 $24.96 $ 18,859
Granted 521,888 8.1 33.07 764
Exercised (682,538) - 19.42 11,290
Cancelled or expired (87,529) — 30.52 370
Outstanding at April 30, 2007 1,786,032 6.5 $29.17 $ 10,019
Granted 426,600 9.2 33.73 —
Exercised (44,716) — 22.89 307
Cancelled or expired (150,149) — 3434 8
Outstanding at April 30, 2008 2,017,767 6.3 $29.88 $ 398
Granted 447,600 9.1 $23.82 $ —
Exercised (8,400) — 16.62 31
Cancelled or expired (128,198) — 29.40 5
Outstanding at April 30, 2009 2,328,769 6.1 $28.79 $ 629
Vested and expected to vest in the future at April 30, 2009 2,270,641 6.0 $28.81 $ 629
Exercisable at April 30, 2009 1,542,329 5.0 $28.95 $ 625

Available for grant at April 30, 2009 1,281,528
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The aggregate intrinsic value in the previous table represents
the total pre-tax intrinsic value (the difference between the
Company’s closing stock price on the last trading day of fiscal
2009 and the exercise price, multiplied by the number of
in-the-money options) that would have been received by the
option holders had all option holders exercised their options
on April 30, 2009. This amount changes based on the fair
market value of the Company’s common stock. The total fair
value of options vested for the fiscal years ended April 30,
2009, 2008, and 2007 was $4.9 million, $6.1 million, and
$5.9 million, respectively.

As of April 30, 2009, there was $5.0 million of total unrecog-
nized compensation expense related to unvested stock
options granted under the Company’s stock-based compensa-
tion plans. This expense is expected to be recognized over a
weighted-average period of 1.7 years.

Cash received from option exercises for the fiscal years ended
April 30, 2009, 2008, and 2007, was an aggregate of
$140,000, $1.0 million, and $13.2 million, respectively. The
actual tax benefit realized for the tax deduction from option
exercises of stock option awards totaled $12,000, $75,000
and $4.5 million for the fiscal years ended April 30, 2009,
2008, and 2007, respectively.

The following table summarizes information about stock options outstanding at April 30, 2009 (remaining lives [in years] and

exercise prices are weighted-averages):

OPTIONS OUTSTANDING

OPTIONS EXERCISABLE

OPTION PRICE

PER SHARE OPTIONS REMAINING LIFE _ EXERCISE PRICE OPTIONS EXERCISE PRICE
$9.28-$14.93 77,200 19 $13.96 77,200 $13.96
$18.91-$24.21 630,900 7.0 2345 220,500 22.79
$26.78-$28.97 491,702 5.6 27.94 491,702 27.94
$30.06-$34.87 1,088,378 6.2 32.90 713,209 32.56
$36.87-$44.59 40,589 33 39.89 39,718 39.93

2,328,769 1,542,329

For the years ended April 30, 2009, 2008, and 2007 stock-based compensation expense was allocated as follows (in thousands):

2009 2008 2007
Cost of sales and distribution $1,102 $ 1,211 $ 1,256
Selling and marketing expenses 1,195 1,256 1,238
General and administrative expenses 2,580 2,810 3,793
Stock-based compensation expense, before income taxes 4,877 5,277 6,287
Less:
Income tax benefit 1,902 2,144 2,375
Total stock-based compensation expense, net of taxes $2,975 $ 3,133 $ 3912
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NOTE H—EMPLOYEE BENEFIT AND RETIREMENT PLANS

EMPLOYEE STOCK OWNERSHIP PLAN

In fiscal 1990, the Company instituted the American Woodmark
Investment Savings Stock Ownership Plan. Under this plan, all
employees who are 18 years old and have been employed by
the Company for six consecutive months are eligible to receive
company stock through a profit-sharing contribution and a
401 (k) matching contribution based upon the employee’s con-

tribution to the plan.

Profit-sharing contributions in the form of company stock
are 3% of after-tax earnings, calculated on a quarterly basis

and are distributed equally to all employees eligible to partici-
pate in the plan. The Company recognized expenses for profit-

sharing contributions of $5,000, $196,000, and $977,000,
in fiscal years 2009, 2008, and 2007, respectively.

The Company matches 401 (k) contributions in the form
of company stock at 50% of an employee’s contribution to
the plan up to 4% of base salary for an effective maximum

Company contribution of 2% of base salary. The expense for

401 (k) matching contributions for this plan was $1,505,000,
$1,613,000, and $1,592,000, in fiscal years 2009, 2008, and
2007, respectively.

PENSION BENEFITS AND POSTRETIREMENT BENEFITS
The Company has two defined benefit pension plans
covering virtually all of the Company’s employees. These
plans provide defined benefits based on years of service

and final average salary.

Included in accumulated other comprehensive loss at April 30,
2009 is $24.1 million ($14.7 million net of tax) related to net
unrecognized actuarial losses and unrecognized prior service
costs that have not yet been recognized in net periodic pen-
sion or benefit costs. The Company expects to recognize

$1.3 million ($0.8 million net of tax) in net actuarial losses and
prior service costs in net periodic pension and benefit costs
during fiscal 2010.

In fiscal 2009, the Company recognized curtailments in its
pension plans due to employee terminations. In connection
with these curtailments, the Company recorded a pre-tax
curtailment loss of $122,000.
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The Company uses an April 30 measurement date for its benefit plans. The following provides a reconciliation of benefit

obligations, plan assets, and funded status of the Company’s non-contributory defined benefit pension plans as of April 30.

PENSION BENEFITS

(in thousands) 2009 2008
CHANGE IN BENEFIT OBLIGATION

Benefit obligation at beginning of year $ 80,880 $ 84,947
Service cost 4,428 5,568
Interest cost 5,330 4,842
Actuarial gains (8,124) (12,624)
Benefits paid (2,355) (1,853)
Benefit obligation at end of year $ 80,159 $80,880
CHANGE IN PLAN ASSETS

Fair value of plan assets at beginning of year $ 77,629 $70,933
Actual return on plan assets (13,586) 959
Company contributions 5,571 7,590
Benefits paid (2,355) (1,853)
Fair value of plan assets at end of year $ 67,259 $ 77,629
Funded status of the plans $(12,900) $ (3.251)
Unamortized prior service cost 585 836
Unrecognized net actuarial loss 23,488 12,216
Prepaid benefit cost $ 11,173 $ 9,801

PENSION BENEFITS

(in thousands) 2009 2008
AMOUNTS RECOGNIZED IN THE CONSOLIDATED BALANCE SHEETS
Prepaid pension asset $ - $ 2,632
Accrued benefit liability (12,900) (5,884)
Accumulated other comprehensive loss 24,073 13,053
Net amount recognized $ 11,173 $ 9,801

PENSION BENEFITS
(in thousands) 2009 2008 2007
COMPONENTS OF NET PERIODIC BENEFIT COST
Service cost $ 4,428 $ 5,568 $ 4,942
Interest cost 5,330 4,842 4,333
Expected return on plan assets (6,124) (5,604) (4,298)
Amortization of prior service cost 129 147 144
Curtailment loss 122 — —
Recognized net actuarial loss 315 1,030 868
Benefit cost $ 4,200 $ 5,983 $5,989
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ACTUARIAL ASSUMPTIONS: The discount rate at April 30 was used to measure the year-end benefit obligations and the earnings
effects for the subsequent year. Actuarial assumptions used to determine benefit obligations and earnings effects for principal

pension plans follow:

FISCAL YEARS ENDED APRIL 30

2009 2008
WEIGHTED-AVERAGE ASSUMPTIONS
TO DETERMINE BENEFIT OBLIGATIONS
Discount rate 7.16% 6.68%
Rate of compensation increase 4.0% 4.0%

FISCAL YEARS ENDED APRIL 30

2009 2008 2007
WEIGHTED-AVERAGE ASSUMPTIONS
TO DETERMINE NET PERIODIC BENEFIT COST
Discount rate 6.68% 5.76% 6.10%
Expected return on plan assets 8.0% 8.0% 8.0%
Rate of compensation increase 4.0% 4.0% 4.0%

In fiscal years 2009 and 2008, the Company determined

the discount rate by referencing the AON Yield Curve. The
Company believes that using a yield curve approach more
accurately reflects changes in the present value of liabilities
over time since each cash flow is discounted at the rate at
which it could effectively be settled. Prior to fiscal 2008, the
discount rate was based on Moody’s Aa corporate bond rate
as of April 30.

The Company amortizes experience gains and losses, as well
as the effects of changes in actuarial assumptions and plan
provisions, over a period no longer than the average future

working lifetime of the active participants.

The Company funds the pension plans in amounts sufficient
to meet minimum funding requirements set forth in employee
benefit and tax laws plus additional amounts the Company

deems appropriate.

The Company’s pension plans’ weighted-average asset allocations
at April 30, 2009 and 2008, by asset category are as follows:

PLAN ASSET ALLOCATION

2009 2009 2008
APRIL 30 TARGET ACTUAL ACTUAL
Equity Funds 50.0% 41.9% 50.8%
Fixed Income Funds 50.0% 58.1% 49.2%
Total 100.0% 100.0% 100.0%

During a period of uncertainty in the equity and fixed income
markets, the Pension Committee may suspend the Target
Asset Allocation and manage the investment mix as it sees
reasonable, prudent, and in the best interest of the Plans to
better protect the value of the Plan assets. With the stock mar-
ket decreasing during fiscal 2009, the Company decided to
not rebalance the funds to the target asset allocations.
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Within the broad categories outlined in the preceding table, ESTIMATED FUTURE BENEFIT PAYMENTS: The following

the Company has targeted the following specific allocations: benefit payments, which reflect expected future service, are
26% Capital Preservation, 32% Bond, 18% Large Capital expected to be paid:
Growth, 16% Large Capital Value, 5% Small Capital, and FISCAL YEAR BENEFIT PAYMENTS (in thousands)
3% International. 2010 $ 2,466

2011 2,678
CONTRIBUTIONS: Under the requirements of the Pension 2012 2.850
Protection Act of 2006, the Company is not required to make a 2013 3,182
mandatory contribution to the pension plans during fiscal 2010. 2014 3,564

Years 2015-2019 $23,052

The Company contributed $5.6 million to the pension plans in

fiscal 2009 and plans to make a voluntary contribution in a sim-  The Company previously provided retiree health care insurance

ilar amount during fiscal 2010. benefits for a small number of retirees. During fiscal 2009, the
Company settled its retiree medical benefits plan and recog-
nized a $608,000 gain on settlement of the plan. The gain was
recorded as a reduction of general and administrative expenses.

NOTE |—INCOME TAXES

Income tax expense was comprised of the following:
FISCAL YEARS ENDED APRIL 30

(in thousands) [ 2009 | 2008 2007
CURRENT EXPENSE
Federal $ 2,250 $ 5442 $14,646
State 548 1,603 2,746
Total current expense 2,798 7,045 17,392
DEFERRED EXPENSE (BENEFIT)
Federal (4,955) (4,613) 803
State (760) (1,018) 422
Total deferred expense (benefit) (5,715) (5,631) 1,225
Total expense from continuing operations $(2,917) $ 1,414 $18,617
Other comprehensive income (loss) (4,324) 3,576 (5,120)

Total comprehensive income tax expense (benefit) $(7,241) $ 4,990 $13,497
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The Company’s effective income tax rate varied from the federal statutory rate as follows:

FISCAL YEARS ENDED APRIL 30

2009 2008 2007
Federal statutory rate 35.0% 35.0% 35.0%
Effect of:

Tax-free interest 3.1% -9.7% -1.6%
General business credits 5.1 -7.0 -1.2
Meals and entertainment -5.2 6.8 0.9
Domestic production deduction 2.7 -5.8 -0.8
Other 3.2 -1.2 0.1

Total 8.9% -16.9% -2.6%

Effective federal income tax rate 43.9% 18.1% 32.4%
State income taxes, net of federal tax effect 3.5 6.8 4.0

Effective income tax rate 47.4% 24.9% 36.4%

Income taxes paid were $1,494,000, $6,458,000, and $15,560,000 for fiscal years 2009, 2008, and 2007, respectively.

The significant components of deferred tax assets and liabilities were as follows:

APRIL 30
(in thousands) 2009 2008
Deferred tax assets:
Pension and postretirement benefits $ 4,276 $ 48
Accounts receivable 4,089 4,918
Product liability 799 937
Employee benefits 10,683 7,342
Other 590 589
Total 20,437 13,834
Deferred tax liabilities:
Depreciation 8,929 12,374
Inventory 815 806
Total 9,744 13,180
Net deferred tax asset $ 10,693 $ 654

Management believes it is more likely than not that the Company will realize its gross deferred tax assets due to expected future

income and reversal of taxable temporary differences.

NOTE J—ACCOUNTING FOR UNCERTAINTY IN INCOME TAXES

The Company adopted the provisions of FASB Interpretation
No. 48, “Accounting for Uncertainty in Income Taxes—an inter-
pretation of FASB Statement No.109,” (FIN 48), effective May 1,
2007. On April 30, 2008, the Company had approximately
$458,000 of unrecognized tax benefits accrued. Of this

amount, approximately $298,000 would affect the effective tax
rate if recognized. The liability for unrecognized tax benefits at

April 30, 2009 was $298,000, including $193,000 which would
affect the effective tax rate if recognized. It is reasonably possi-
ble that the amount of liability for unrecognized tax benefits
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will significantly change in the next twelve months; however,
the Company is not able to reasonably estimate the amount of
the change at this time, and does not expect the change to

have a material impact on the Company’s financial statements.

A reconciliation of the beginning and ending amounts of gross
unrecognized tax benefits is as follows:

GROSS UNRECOGNIZED
TAX BENEFITS

(in thousands)

Balance at April 30, 2008 $ 458

Additions based on tax positions
related to the current year 15

Additions for tax positions of prior years 109
Reductions for tax positions

related to prior years (274)
Expiration of the statute of limitations (10)
Balance at April 30, 2009 $298

Consistent with prior policy, the Company classifies interest on
underpayments of income tax as “Interest Expense” and classifies
penalties in connection with underpayments of tax as “Other
Expense” As of April 30, 2008, the Company had liabilities of
$64,000 and $167,000, for interest and penalties, respectively.
As of April 30, 2009, the Company had liabilities of $55,000 and
$56,000, for interest and penalties, respectively. During the year
ended April 30, 2009, the Company recognized $111,000 as
other income from reversal of penalties, and a reduction to inter-
est expense of $9,000.

With minor exceptions, the Company is currently open to audit
by the tax authorities for tax years ending April 30, 2006
through April 30, 2008. The Company is currently not under
federal audit. The Company is under audit by the State of
West Virginia for fiscal tax years 2006 and 2007.

NOTE K—
COMMITMENTS AND CONTINGENCIES

LEGAL MATTERS

The Company is involved in suits and claims in the normal
course of business, including product liability and general lia-
bility claims, in addition to claims pending before the Equal
Employment Opportunity Commission. On at least a quarterly
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basis, the Company consults with its legal counsel to ascertain
the reasonable likelihood that such claims may result in a
loss. As required by SFAS No. 5, “Accounting for
Contingencies,” (SFAS 5), the Company categorizes the various
suits and claims into three categories according to their likeli-
hood for resulting in potential loss: those that are probable
(i.e., more likely than not), those that are reasonably possible,
and those that are deemed to be remote. The Company
accounts for these loss contingencies in accordance with
SFAS 5. Where losses are deemed to be probable and
estimable, accruals are made. Where losses are deemed to be
reasonably possible or remote, a range of loss estimates is
determined. Where no loss estimate range can be made, the
Company and its counsel perform a worst-case estimate. In
determining these loss range estimates, the Company consid-
ers known values of similar claims and consultation with inde-
pendent counsel.

The Company believes that the aggregate range of loss stem-
ming from the various suits and asserted and unasserted
claims which were deemed to be either probable or reason-
ably possible were not material as of April 30, 2009.

PRODUCT WARRANTY

The Company estimates outstanding warranty costs based

on the historical relationship between warranty claims and
revenues. The warranty accrual is reviewed monthly to verify
that it properly reflects the remaining obligation based on the
anticipated expenditures over the balance of the obligation
period. Adjustments are made when actual warranty claim
experience differs from estimates. Warranty claims are gener-

ally made within three months of the original shipment date.

The following is a reconciliation of the Company’s warranty

liahility:

(in thousands) 2009 2008

PRODUCT WARRANTY RESERVE

Beginning balance $ 2,428 $ 3,105

Accrual for warranties 8,487 11,103

Settlements (8,867) (11,780)
Ending balance at fiscal year end $ 2,048 $ 2,428




LEASE AGREEMENTS

The Company leases certain office buildings, manufacturing
buildings, service centers, and equipment. Total rental expenses
under operating leases amounted to approximately $8,207,000,
$8,872,000, and $9,484,000, in fiscal years 2009, 2008, and
2007, respectively. Minimum rental commitments as of April 30,
2009, under noncancelable leases are as follows:

OPERATING CAPITAL
FISCAL YEAR (in thousands) (in thousands)
2010 $ 4,495 $ 662
2011 3,596 662
2012 2,224 662
2013 1,799 662
2014 1,713 662
2015 (and thereafter) 4,350 6,789
$18,177 $10,099
Less amounts representing
interest (2%) (1,403)
Total obligations under capital leases $ 8,696

RELATED PARTIES

During fiscal 1985, prior to becoming a publicly held corpora-
tion, the Company entered into an agreement with a partner-
ship formed by certain former executive officers, including
one current member of the Board of Directors, of the
Company to lease an office building constructed and owned
by the partnership. The Company has subsequently renewed
this lease in accordance with company policy and procedures
which includes approval by the Board of Directors. As of
April 30, 2009, the Company is in the fourth year of the latest
five-year renewal period. Under this agreement, rental
expense was $454,000, $445,000, and $437,000, in fiscal
years 2009, 2008, and 2007, respectively. Rent during the
remaining term of approximately $454,000 annually (included
in the preceding table) is subject to adjustment based upon
changes in the Consumer Price Index.

NOTE L—CREDIT CONCENTRATION

Credit is extended to customers based on an evaluation of the
customer’s financial condition and generally collateral is not
required. The Company’s customers operate in the new home

construction and home remodeling markets.

The Company maintains an allowance for bad debt based upon
management’s evaluation and judgment of potential net loss.
The allowance is estimated based upon historical experience,
the effects of current developments and economic conditions,
and of customers’ current and anticipated financial condition.
Estimates and assumptions are periodically reviewed and
updated. Any resulting adjustments to the allowance are
reflected in current operating results.

At April 30, 2009, the Company’s two largest customers,
Customers A and B represented 33.5% and 34.8% of the
Company’s gross customer receivables, respectively. At April 30,
2008, Customers A and B represented 20.9% and 39.7% of the

Company’s gross customer receivables, respectively.

The following table summarizes the percentage of sales to the

Company’s two largest customers for the last three fiscal years:

PERCENT OF ANNUAL GROSS SALES

2009 2008 2007
Customer A 40.7 36.6 35.5
Customer B 33.7 32.8 30.0

NOTE M—RESTRUCTURING CHARGES

In the fourth quarter of fiscal 2009, the Company announced
a restructuring plan that committed to the closing of two

of the Company’s manufacturing plants, which are located

in Berryville, Virginia, and Moorefield, West Virginia, and sus-
pending operations in a third manufacturing plant located

in Tahlequah, Oklahoma by August 2009. This initiative
impacted approximately 600 employees. The continuing
housing slump led to the decision to reduce production
capacity. These initiatives are intended to increase the
Company’s utilization rates and decrease overhead costs
within the Company’s manufacturing operations. In addition
to these initiatives, the Company made other staffing reductions
during the fourth quarter of fiscal 2009. The Company expects

to incur total pre-tax exit costs of $16.7 million related
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to this shut-down initiative and staffing reductions, including Below is the summary of the restructuring reserve balance as
severance and separation costs of $8.4 million, pension of April 30, 2009:

curtailments of $0.1 million, and $8.2 million for equipment,
2009 RESTRUCTURING PLAN

inventory, and facilities-related expenses.

Restructuring reserve balance as of April 30, 2008 $ -
During fiscal 2009, the Company recognized $5.7 million Additions 5,689
of the severance and separation costs and $0.1 million Payments (549)
Reserve balance as of April 30, 2009 $ 5,140

of pension curtailments pertaining to the aforementioned

plant closure initiative and staffing reductions. In addition, ] ) )
i . , In fiscal 2008, the Company closed its Ham Lake, Minnesota
the Company also recognized a charge of $0.5 million relating ) ) o
) - . plant and made headcount reductions across its remaining
to equipment, $0.1 million facilities-related expenses, and ) o
. ] ] . manufacturing plants. During fiscal 2008, the Company recog-
$3.3 million relating to inventory at the facilities that were ) - ] )
, o nized $1.5 million for severance and separation costs, equip-
closed. The total costs provided during fiscal 2009 aggregated ) o )
. o ) ment, inventory and facilities related expenses in cost of sales
$9.7 million and are recognized in restructuring charges. o o )
) o and distribution. During fiscal 2009, the Company recognized
The Company expects to incur most of the remaining costs B ;. ] o
. , an additional $0.4 million of equipment and facilities-related
related to the closure of the plants during the first half ) o
i expenses in cost of sales and distribution.
of fiscal 2010.
] , . The Minnesota plant is being marketed for sale by the Company
A reserve for restructuring charges in the amount of $5.1 million . i
o ) ) and the plant’s net book value of $1.4 million, which the
is included in the Company’s consolidated balance sheet as ) ) o )
Company believes is fully recoverable, is included in Other

of April 30, 2009 which relates to employee termination costs. .
Assets at April 30, 2009 and 2008.

NOTE N—QUARTERLY FINANCIAL DATA (UNAUDITED)

FISCAL 2009 7/31/08 10/31/08 1/31/09 4/30/09

(in thousands, except share amounts)

Net sales $ 139,153 $134,939 $ 131,153 $140,689
Gross profit 22,060 19,468 20,385 27,577
Income (loss) before income taxes 211 761) (336) (5,265)
Net income (loss) 156 (481) 23 (2,932
Earnings (loss) per share

Basic $ 001 $ (0.03) $ — $ (021

Diluted $ 001 $ (0.03) $ — $ (0.21)
FISCAL 2008 7/31/07 10/31/07 1/31/08 4/30/08
(in thousands, except share amounts)
Net sales $166,056 $160,231 $132,837 $143,302
Gross profit 34,309 27,709 17,712 23,397
Income (loss) before income taxes 7,935 1,674 (4,413) 489
Net income 5,104 1,152 (2,021) 36
Earnings (loss) per share

Basic $ 034 $ 008 $ (0.14) $ —

Diluted $ 0.34 $ 008 $ (014 $ —
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report of independent registered public

accounting firm

THE BOARD OF DIRECTORS AND SHAREHOLDERS AMERICAN WOODMARK CORPORATION:

We have audited the accompanying consolidated balance
sheets of American Woodmark Corporation (the Company),

as of April 30, 2009 and 2008, and the related consolidated
statements of operations, shareholders’ equity and comprehen-
sive income (loss), and cash flows for each of the years in the
three-year period ended April 30, 2009. These consolidated
financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on
these consolidated financial statements based on our audits.

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 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 sig-
nificant estimates made by management, as well as 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 American Woodmark Corporation as of April 30,
2009 and 2008, and the results of their operations and their
cash flows for each of the years in the three-year period

ended April 30, 2009, in conformity with U.S. generally
accepted accounting principles.

As discussed in Note A to the consolidated financial statements,
the Company adopted Statement of Financial Accounting
Standards No.158 “Employers Accounting for Defined Benefit
Pension and Other Postretirement Plans,” as of April 30, 2007.
Also, as discussed in Note | to the consolidated financial state-
ments, effective May 1, 2007, the Company adopted Financial
Accounting Standards Board (FASB) Interpretation No. 48,
“Accounting for Uncertainty in Income Taxes—an interpretation
of FASB Statement No.109”

We also have audited, in accordance with the standards of the
Public Company Accounting Oversight Board (United States),
the Company’s internal control over financial reporting as

of April 30, 2009, based on criteria established in Internal
Control—Integrated Framework issued by the Committee

of Sponsoring Organizations of the Treadway Commission
(COS0), and our report dated June 25, 2009 expressed an
unqualified opinion on the effectiveness of the Company’s

internal control over financial reporting.

KPM LLP

Roanoke, Virginia
June 25, 2009
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managements

report

MANAGEMENT'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING

Management has responsibility for establishing and maintaining
adequate internal control over financial reporting. Internal control
over financial reporting is a process designed to provide reason-
able assurance regarding the reliability of financial reporting and
the preparation of financial statements for external reporting pur-
poses in accordance with U.S. generally accepted accounting
principles. Because of its inherent limitations, internal control
over financial reporting may not prevent or detect misstatements.
Management has assessed the effectiveness of the Company’s
internal control over financial reporting as of April 30, 2009. In
making its assessment, Management has utilized the criteria set
forth by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) in Internal Control—Integrated
Framework. Management concluded that based on its assess-
ment, American Woodmark Corporation’s internal control over
financial reporting was effective as of April 30, 2009. The
Company’s internal control over financial reporting as of April 30,
2009, has been audited by KPMG LLP, an independent registered
public accounting firm, as stated in their report, which appears in
this Annual Report to Shareholders.

E [ Kent B. Guichard

President and Chief Executive Officer

Jonathan H. Wolk
Vice President and Chief Financial Officer
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report of independent registered public

accounting firm

THE BOARD OF DIRECTORS AND SHAREHOLDERS AMERICAN WOODMARK CORPORATION:

We have audited American Woodmark Corporation’s (the
Company’s) internal control over financial reporting as of April 30,
2009, based on criteria established in Internal Control—
Integrated Framework, issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). The Company’s
management is responsible for maintaining effective internal control
over financial reporting and for its assessment of the effectiveness
of internal control over financial reporting, included in the accom-
panying Management’s Report on Internal Control over Financial
Reporting. Our responsibility is to express an opinion on the Com-
pany’s internal control over financial reporting 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 effective internal
control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of inter-
nal control over financial reporting, assessing the risk that a mate-
rial weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed
risk. Our audit also included performing such other procedures
as we considered necessary in the circumstances. We believe that

our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process
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. A company’s internal control over financial
reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of
the company; (2) provide reasonable assurance that transactions

are recorded as necessary to permit preparation of financial state-
ments in accordance with generally accepted accounting princi-
ples, 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 acquisi-
tion, use, or disposition of the company’s assets that could have

a material effect on the financial statements.

Because of its inherent limitations, internal control over finan-
cial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods
are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of

compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material
respects, effective internal control over financial reporting

as of April 30, 2009, based on criteria established in Internal
Control—Integrated Framework issued by the Committee

of Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the
Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of the Company as of April 30, 2009
and 2008, and the related consolidated statements of operations,
shareholders’ equity and comprehensive income (loss), and cash
flows for each of the years in the three-year period ended April 30,
2009, and our report dated June 25, 2009 expressed an unquali-
fied opinion on those consolidated financial statements.

KPMe LP

Roanoke, Virginia
June 25, 2009
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stock

performance graph

Set forth below is a graph comparing the five-year cumulative

total shareholder return, including reinvestment of dividends,
from investing $100 on May 1, 2004 through April 30, 2009

in American Woodmark Corporation common stock, the Russell
2000 Index, and the S&P Household Durables Index:

COMPARATIVE FIVE-YEAR CUMULATIVE TOTAL SHAREHOLDER RETURNS
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46 AMERICAN WOODMARK CORPORATION® 2009 ANNUAL REPORT



Design by Phoenix Creative Group, www.phoenixcreativegroup.com

DIRECTORS AND EXECUTIVE OFFICERS

Director;
Former Chairman and Chief Executive Officer

Director;

Member of the Compensation Committee
Chief Executive Officer of Knoll, Inc.

Director;

Chair of the Nominating and Governance Committee, and
Member of the Compensation Committee
Retired Vice President Customer Development of Sara Lee Corporation

Director;

Member of the Audit Committee
President and Chief Executive Officer of James G. Davis Construction Corporation

Senior Vice President, Manufacturing and Logistics

Director;
Chairman and former Chief Executive Officer

Director;
President and Chief Executive Officer

Director;

Chairman of the Compensation Committee
President and Chief Executive Officer of Interface, Inc.

Director;

Member of the Audit Committee
Chief Executive Officer of Spectrum Brands, Inc.

Director;

Member of the Audit Committee and the Nominating and
Governance Committee
Retired Chairman of A.M. Castle & Co.

Director;

Chairman of the Audit Committee, and
Member of the Nominating and Governance Committee
Retired Senior Vice President, International, OfficeMax Incorporated

Vice President and Chief Financial Officer; Corporate Secretary

American Woodmark™ is a trademark of American Woodmark Corporation?’
Printed in U.S.A. ©2009 American Woodmark Corporation®

@ Printed on recycled paper

CORPORATE INFORMATION

The Annual Meeting of Shareholders

of American Woodmark Corporation will
be held on August 27, 2009, at 9:00 a.m.

at the Holiday Inn, 333 Front Royal Pike
in Winchester, Virginia.

A copy of the Company’s Annual Report on

Form 10-K for the fiscal year ended April 30, 2009, may
be obtained free of charge on the Company’s Web
site at www.americanwoodmark.com or by writing:

Glenn Eanes

Vice President & Treasurer
American Woodmark Corporation
PO Box 1980

Winchester, VA 22604-8090

American Woodmark Corporation
3102 Shawnee Drive

Winchester, VA 22601-4208
(540) 665-9100

PO Box 1980
Winchester, VA 22604-8090

Registrar and Transfer Company
Investor Relations
(800) 368-5948

Investor Relations

American Woodmark Corporation
3102 Shawnee Drive

Winchester, VA 22601-4208
(540) 665-9100
www.americanwoodmark.com



AN

AMERICAN WOODMARK

CORPORATION

3102 Shawnee Drive
Winchester, Virginia 22601-4208

(540) 665-9100
(540) 665-9176 Fax

www.americanwoodmark.com



