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Second Quarter Report

IKONICS Corporation common stock
is traded on the Nasdaqg Capital
Market under the symbol IKNX.

Wells Fargo Shareowner Services
PO Box 64854
St. Paul, MN 55164-0854

Shareholders with questions on stock
holdings, transfer requirements and
address changes contact Wells Fargo

Bank at: . . .
e Unigue. Imaging. Solutions.

a [KONICS

CORPORATI

651-450-4064 or 800-468-9716.

/.

Jon Gerlach
Chief Financial Officer

Phone: 218-628-2217
Fax: 218-628-3245
E-mail: jgerlach@ikonics.com
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4832 Grand Avenue ® Duluth, MN 55807
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TO OUR STOCKHOLDERS:

| am pleased to report that
our second quarter 2010
sales increased by 12%

over the second quarter

of 2009 to $4,248,000 and
that earnings increased by
134% to $343,000, or $0.17
per share. For the six months
ending June 30, 2010, sales
are up 8% to $7,933,000 and
earnings are up by 146% to
$492,000, or $0.25 per share. The company’s cash and short
term investment balance increased to $2,678,000.

All segments of the company contributed to these results
with Export and IKONICS Imaging being particularly strong.

| anticipate that these trends will continue. We are seeing
strong activity in our Asian markets, our Digital Texturing
program is continuing to grow, our photomachining
business has expanded world wide with the introduction

of our proprietary films to Europe and Asia, and our aviation
sound deadening business has resumed its growth with the
recovery of the domestic civilian aviation industry. However,
a double dip recession would be unwelcome.

The new financial reform bill signed by the President into
law on July 21, 2010 exempts IKONICS from the onerous
SEC’s Sarbanes Oxley rule 404(b), which saves us both
money and time.

For the Board of Directors,

Lt & Cve G2

WILLIAM C. ULLAND
Chairman, President & CEO

Condensed Statements of Operations (unaudited)

For the Three Months and Six Months Ended June 30, 2010 and 2009

NET SAIES .t

Cost of goods sold

Gross profit ......vee....

OPErating EXPENSES ....vvevvieriiiiiiiiii ettt
INncome from OPErations ..........cc.coiiiiiiiiiiiiicc e
Gain on sale of non-marketable equity SECUNtIES .........c.ccovveeiiireenns
INTEIEST INCOME .iiiii e
INncome before INCOME taXES ......covviiiiiiiiiiiiie e

Income tax expense

NELINCOME ..t
Earnings per common share-diluted ...........ccocvveiiiiciiiices

Average shares outstanding-diluted ...........cccccooiiiiiiiiii,

Condensed Balance Sheets
As of June 30, 2010 and December 31, 2009

Assets

Three Months Ended

Six Months Ended

06/30/10 06/30/09 6/30/10 6/30/09
$4,248,055 $3,786,501 $7,932,632 $7,349,713
2,418,296 2,329,999 4,619,078 4,487,897
1,829,759 1,456,502 3,313,554 2,861,816
1,326,973 1,251,832 2,688,066 2,640,696
502,786 204,670 625,488 221,120
- 9,631 - 29,762
3,886 2,050 7,405 2,120
506,672 216,351 632,893 253,002
163,400 69,603 141,280 53,119
$ 343,272 $ 146,748 $ 491,613 $ 199,883
$ 0.17 $ 0.07 $ 0.25 $ 0.10
1,974,158 1,973,514 1,970,587 1,981,677

06/30/10 12/31/09

(unaudited)

(O =01 0r= TS PSPPSR SPRIN

Property, plant and eqUIDMENT, NET ...iiii i e e

INTANGIDIE BSSELS, NET ....eei ettt e et e e et e e e r e e e n e e et e e et e e e nneeeas

Liabilities and Stockholders' Equity

$ 7,140,776
5,144,978

310,656

$ 6,417,488
5,234,244
345,540

$ 12,596,410

$ 11,997,272

CUITENT IAIIITIES ..vvteeiive ettt et e e et e e et e et e e et e e e e b e e e s bt e e e nbeeeasnbeeesnneas

DEferred INCOME TAXES ....viviiiiee ettt et e et e e e e et e e e e e sttt e e e e s ettt raeeee e

[ e] aTe T C=T 1 1 1 (= o SO PRN

StOCKNOIABIS" BQUILY .vvvieietiee ettt e e e et e e et e e e st e e e st e e e be e e s abeeesnaeas

Condensed Statements of Cash Flow (unaudited)
For the Six Months Ended June 30, 2010 and 2009

Net cash provided by operating activites ....

Net cash used in INVEStING CHVITIES ........ooiiiiiiii i

Net cash provided by (used in) fiINANCING ACHVILIES .......veiviiiiiiiie i

NEt AECIEASE IN CASN ..o e et e e e e e e e e e e e e e s aee e

Cash at DEGINNING OF PEIAOT .......uiiiiiii ettt ettt ettt eabee e e

(072 g IF= 0= a ol o) 1 1Y o o PSPPSR SPRSSPPRRN

$867,676 $809,186
162,000 162,000
11,566,734 11,026,086
$12,596,410 $11,997,272
06/30/10 06/30/09
$ 662,122 $ 733433
(932,518) (629,304)
33,990 (123,844)
(236,406) (19,715)
1,304,586 901,738
$ 1,068,180 $ 882,023




