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To Our Stockholders:

For the quarter ended June 30, 2009, our 
sales declined by 13% compared to the 
second quarter of 2008, from $4,330,000 
to $3,787,000. Earnings declined by 59% 
to $0.07 per share. However, both sales 
and earnings improved significantly over 
the first quarter, and our cash and short 
term investment position has increased 
by 64% to $1,482,000 since the beginning 
of the year.  We continue to have no long 
term debt in spite of a $4.4 million facility 
expansion in 2008. 

The recession will continue to impact our sales and earnings for the rest of the year, but  
I believe we are starting to see some evidence of a turn around.  Our Chromaline business 
unit is ahead of last year and our export division has recently shown some strength,  
although this is a business of wide sales fluctuations.  IKONICS Imaging sales to the 
awards and recognition market remain dismal and are likely to remain so into 2010.  
However, the new markets being developed by IKONICS Imaging continue to show 
growth: our primary customer for acoustic products is again placing significant orders 
and our Photo Machining unit is gaining repeat orders from large defense and electron-
ics customers.  Digital Texturing remains challenged by the reluctance of suppliers to 
the automotive industry to make capital investments, and we are modifying our sales 
strategy to accommodate this fact. 

We are keeping a tight rein on expenses and at the same time looking for new ways to 
grow our business. 

For the Board of Directors,   

Current assets ................................................................................................................................................................... $ 5,788,143  $ 5,562,130 

Property, plant and equipment, net .............................................................................................................................. 5,429,097 5,602,063 

Investment in non-marketable equity securities ............................................................................................................ 918,951 918,951

Intangible assets, net ....................................................................................................................................................... 367,092 403,285  

$ 12,503,283        $ 12,486,429

Three Months Ended Six Months Ended

06/30/09 06/30/08 06/30/09 06/30/08

Net sales ................................................................................................................... $ 3,786,501 $4,330,059 $ 7,349,713 $8,110,907

Cost of goods sold ................................................................................................. 2,329,999 2,468,468 4,487,897 4,620,261 

Gross profit ................................................................................................................ 1,456,502    1,861,591 2,861,816     3,490,646

Operating expenses ................................................................................................. 1,251,832 1,322,705 2,640,696 2,904,640

Income from operations .......................................................................................... 204,670 538,886 221,120 586,006

Gain on sale of investment ................................................................................... 9,631 - 29,762 -

Interest income ......................................................................................................... 2,050 23,697 2,120 67,372

Income before income taxes .................................................................................... 216,351 562,583 253,002 653,378

Income tax expense ................................................................................................... 69,603 204,146 53,119 189,303 

Net income .............................................................................................................. $ 146,748  $ 358,437 $ 199,883  $ 464,075 

Earnings per common share-diluted ....................................................................... $ 0.07 $ 0.17 $ 0.10 $ 0.22

Average shares outstanding-diluted ....................................................................... 1,973,514  2,080,617 1,981,677  2,068,292

06/30/09 06/30/08

Net cash provided by operating activites ......................................................................................................................... $  733,433 $ 716,151

Net cash provided by (used in) investing activities .......................................................................................................... (629,304) 2,695,420

Net cash provided by (used in) financing activities ........................................................................................................... (123,844) 146,031

Net increase (decrease) in cash and cash equivalents ..................................................................................................... (19,715) 3,557,602

Cash and cash equivalents at beginning of period ....................................................................................................... 901,738 1,230,020

Cash and cash equivalents at end of period ..................................................................................................................... $ 882,023 $ 4,787,622

Condensed Statements of Operations (unaudited)
For the Three Months  and Six Months Ended June 30, 2009 and 2008

Condensed Balance Sheets
As of June 30, 2009 and December 31, 2008

Unaudited interim financial information. Some columns may not add due to rounding.

The preceding letter contains statements regarding future financial results, new products and businesses, and other matters that involve risks and uncertainties.  The Company’s actual results could differ materially as a result of domestic and global eco-
nomic conditions, competitive market conditions, acceptance of new products and businesses, the ability to identify and make suitable acquisitions, as well as the factors described in the company’s most recent Form 10-KSB  and most recent Form 10-Q 
on file with the SEC.

Condensed Statements of Cash Flow (unaudited)
For Six  Months Ended June 30, 2009 and 2008

Liabilities and Stockholders' Equity

Current liabilities ............................................................................................................................................................... $ 805,208 $909,789 

Deferred income taxes ..................................................................................................................................................... 178,000 143,000

Long-term debt ................................................................................................................................................................. - - 

Stockholders' equity .......................................................................................................................................................... 11,520,075    11,433,640

$ 12,503,283        $ 12,486,429

06/30/09 12/31/08
(unaudited)Assets

William C. Ulland
Chairman, President & CEO
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