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10/22 Recelver Kaizen Results

Before After Improvement
Floor Space 737 sq. ft. | 433 sq. ft. 41% reduction
Part travel distance 1,469 ft. 62 ft. 96% reduction
WIP Inventory 15,623 4,590 70% reduction
Production Output 750 800 7% Increase
# of Operators 7 6 14% reduction
Productivity (pcs/hr) 11.1 16.7 50% Iincrease
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Improved Material Management

« Steady reduction in raw materials, work in process, and finished goods
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$23.1 million of inventory reduction in 2007




Product Manufacturing @

Average Dally Production of Firearms

o Steady improvement in Q1 2008 compared to Q2 and Q3
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* The difference between this year and last:

« Last year we were burning up inventory, and found many
significant manufacturing issues

* This year we are selling what we are producing, have
addressed many, but not all design-for-manufacturability
Issues, and are making progress on our lean conversion

 More new product introductions to meet consumer demand




Corporate Governance

2007 Changes

e Chairman of the Board shall be an independent Director,
and an independent Director shall be Lead Director in the
absence of the Chairman

* Executive session of the independent Directors shall be
held in conjunction with each regularly scheduled Board

meeting

« Amended 2007 Stock Incentive Plan to clarify that options
may never be re-priced

- Any stock option or restricted stock awards shall only be
granted on the 4" business day following the filing of a
10-Q or 10-K
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« Majority of stock options are subject to performance-based
vesting

Multiple bonus plans consolidated down to one, performance-
based program for all participants

For all officers, the performance-based bonus program is
partially paid in deferred stock with 3-year vesting and 1-year
mandatory post-vesting holding period

Shifted retirement benefits from defined-benefit plans
to 401(k) defined-contribution plan



Investor Communications

Value-relevant Information
e Product Demand

* Product Manufacturing
e Earnings

« Balance Sheet

e Significant Events

e Transparency



Enhanced Transparency

 Financial Statements

» Added LIFO and E&O reserve detall to balance sheet

e Full cash flow statement included in Form 10-Q

« Management’s Discussion and Analysis (MD&A)

Simplified wording to make it easier to read

Unit Data Table

Orders received and ending backlog table

Detailed discussion of orders received and production
Detailed gross margin table

Detailed discussion of accounting charges including:

e LIFO, E&O, Product Liability, Overhead Rate Change

Discussion of E&O Reserve Methodology



Enhanced Transparency

e Form 10-K

o Conformed litigation and legislation disclosures with
Introductory parenthetical

e Accounts receivable table for top customers
« Sales table for top customers

Q3 Shareholders Letter

« Special circumstances triggered need for prompt, enhanced
communications

e Detaliled review of value-relevant information, including
Internal analyses



Gross Margin

@

Consolidated Operating Results

2008 2007 2007 2007 2007

Consolidated Q1 Q4 Q3 Q2 Q1
Net Sales $ 42506 100%$ 34,058 100%$ 31,864 100%$ 42,107 100%$ 48,456 1009
Total Cost of Products sold, be
LIFO and overhead rate
adjustments to inventory, prodt
liability, and product recall 30,819 72.5% 30,667 90.0% 25,463 79.9% 31,479 74.8% 35,561 73.49
Performance gross margin 11,686 27.5% 3,391 10.0% 6,400 20.1% 10,628 25.2% 12,896 26.69
LIFO expense (income) 98 0.2% 1,729 5.1% (237) -0.7% (6,144)-14.6% (4,423) -9.19
O/H rate adjustments to inventpry  (464) -1.1% (3,583) -10.5% 760 2.4% 2,827 6.7% 1,399 2.99
Product Liability 189 0.4% 231  0.7% 283  0.9% 817 1.9% 356 0.7¢9
Product recall expense 1,208 2.8% - 0.0% - 0.0% - 0.0% - 0.09
Gross margin $ 10,655 25.1%$ 5,013 14.7%$ 5595 17.6%$ 13,128 31.2%$ 15,563 32.19
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Analysis of Short-term Underlying Operating Performance (All data in 000s except unit data)

T 2008 T 2007 T 2007 T 2007 T 2007
Q1 Q4 Q3 Q2 Q1
Units Ordered 260,084 113,072 80,927 115,312 175,729
Units Produced 124,316 104,902 100,781 131,999 127,237
Units Shipped 137,689 111,857 98,590 129,649 141,736
Daily shipments 2,257 1,929 1,700 2,058 2,250
Reported operating income $ 2,326 $ (2,387) $ (2,566) $ 6,049 $ 7,915
Adjustments to analyze underlying operating performance
LIFO 98 1,730 (238) (6,143) (4,423)
O/H rate (464) (3,582) 760 2,826 1,400
Severances 707 92 132 190 1,038
E&O reserve (418) 261 (122) (443) (1,025)
Pension curtailment - - 1,143 - -
Asset impairment - 1,775 489 - -
Recorded product liability 189 231 282 817 356
SR-9 Retrofit Expense 1,208 - - - -
Total adjustments 1,320 507 2,446 (2,753) (2,654)
Underlying Operating
Performance Comparison $ 3,646 $ (1,880) $ (120) $ 3,296 $ 5,261

Underlying Operating
Performance Per Day $ 60 $ (32) $ (2) $ 53 $ 84



Cash Flow

2008 2007
Cash from Operations Q1 Q4 Q3 Q2 Q1
Operating profit as reported 2,374 (2,387) (2,565) 6,048 7,915
Less non-cash (income) expense:
Depreciation 1,117 1,246 1,018 1,017 1,091
LIFO (Income) Expense 98 1,730 (237) (6,144) (4,423)
O/H Rate Change (Income )Expense (464) (3,583) 760 2,827 1,400
E&O (accrual) reversal (418) 261 (122) (443) (1,025)
Pension Curtailment - - 1,143 - -
Asset impairment - 1,775 489 - -
FAS 123(R) cost 104 199 115 106 76
Pre-tax cash from operating profit 2,811 (759) 601 3,411 5,034
Pre-tax cash from Other income
Cash proceeds from sale of non manufacturing assets - - 57 5,106 7,379
Interest Income 163 508 772 746 448
Other income (195) 31 51 (111) (108)
Pre-tax cash from Other income (32) 539 880 5,741 7,719
Income Taxes (890) 1,376 1,124 (3,435) (5,396)
Cash used for capital expenditures (1,932) (1,340) (1,824) (564) (740)
Cash from balance sheet changes
(Increase) decrease in accounts receivable (2,506) (570) (1,607) 3,712 836
(Increase) decrease in inventory (net of adjustments above) 818 (224) (312) 6,853 13,791
(Increase) decrease in prepaids and other assets (58) (6,118) (2,419) 452 245
(Increase) decrease in deferred income taxes (420) (2,233) 2,825 972 908
Increase (decrease) in payables and other liabilities (69) 1,913 (1,647) (518) (1,381)
Increase (decrease) in product liability (99) (90) (90) 523 (151)
Increase (decrease) in income taxes 1,007 (447) (3,412) (642) 3,858
Tax withholdings on exercise of stock options - - (1,126) - -
Cash generated from balance sheet (1,327) (7,769) (7,788) 11,352 18,106
Net cash generated for shareholders (1,370) (7,953) (7,007) 16,505 24,723
Repurchase and retirement of common stock - (20,000) - - -




Inventory and Cash Balance
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Caution — Forward Looking Statements @

Statements made in the course of this meeting that state the Company’s or
Management’'s intentions, hopes, beliefs, expectations or predictions of the
future are forward-looking statements. It is important to note that the
Company’s actual results could differ materially from those projected in such
forward-looking statements. Additional information concerning factors that
could cause actual results to differ materially from those in the forward-
looking statements is contained from time to time in the Company’s SEC
filings, including but not limited to the Company’s reports on Form 10-K for
the year ended December 31, 2007 and Form 10-Q for the quarter ended
March 29, 2008. Copies of these documents may be obtained by contacting
the Company or the SEC or on the Company website at
or the SEC website at
Furthermore, the Company disclaims all responsibility to update forward-
looking statements.



