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INFORMATION TO BE INCLUDED IN REPORT

SECTION 2 – FINANCIAL INFORMATION

Item 2.02     Results of Operations and Financial Condition

The information contained within Item 2.02 of this Form 8-K and the Exhibits attached hereto shall not be deemed “filed” for purposes of Section 18 of the Securities
Exchange Act of 1934 and shall not be deemed incorporated by reference in any filing under the Securities Act of 1933, except as shall be expressly set forth by specific
reference in such filing.

On January 29, 2009, Ethan Allen Interiors Inc. (“Ethan Allen” or the “Company”) issued a press release setting forth its operating results for the three and six months
ended December 31, 2008. A copy of the press release is attached hereto as Exhibit 99.1 and hereby incorporated by reference.

On January 29, 2009 Ethan Allen will conduct a conference call during which certain unaudited, non-GAAP financial information related to the Company’s operations for
the three and six months ended December 31, 2008 and December 31, 2007 will be disclosed. This information is set forth in the attached Exhibit 99.2.

Exhibits 99.1 and 99.2 include references to the Company's (i) consolidated operating profit, (ii) wholesale operating profit, (iii) net income, (iv) earnings per share, and
(v) earnings before interest, taxes, depreciation and amortization ("EBITDA"), all excluding the effects of restructuring and impairment charges recorded during the three and
six months ended December 31, 2008 as a result of the Company's decisions to consolidate retail facilities. A reconciliation of these financial measures to the most directly
comparable financial measure reported in accordance with generally accepted accounting principles (“GAAP”) is also provided in Exhibit 99.2.

Management believes that excluding items which are deemed to be non-recurring in nature from financial measures such as operating profit, wholesale operating profit,
net income, and earnings per share, allows investors to more easily compare and evaluate the Company's financial performance relative to prior periods and industry
comparables.  These adjusted measures also aid investors in understanding the operating results of the Company absent such non-recurring or unusual events.

Management considers EBITDA an important indicator of the operational strength and performance of its business, including the ability of the Company to pay interest,
service debt and fund capital expenditures. Given the nature of the Company's operations, including the tangible assets necessary to carry out its production and distribution
activities, depreciation and amortization represent Ethan Allen's largest non-cash charges. As these non-cash charges do not affect the Company's ability to service debt or make
capital expenditures, it is important to consider EBITDA in addition to, but not as a substitute for, operating income, net income and other measures of financial performance
reported in accordance with GAAP, including cash flow measures such as operating cash flow.  Further, EBITDA is one measure used to determine compliance with the
Company's existing credit facility.

SECTION 9 – FINANCIAL STATEMENTS AND EXHIBITS

Item 9.01     Financial Statements and Exhibits

(d) Exhibits

Exhibit Description
99.1 Press release dated January 29, 2009
99.2 Reconciliation of non-GAAP financial information disclosed in January 29, 2009 press release and conference call to the most directly comparable GAAP

financial measure
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Exhibit 99.1

Ethan Allen Announces Second Quarter Sales and Earnings

Ethan Allen Declares Quarterly Cash Dividend and Amends Credit Agreement
DANBURY, Conn.--(BUSINESS WIRE)--January 29, 2009--Ethan Allen Interiors Inc. (“Ethan Allen” or the “Company”) (NYSE:ETH) today reported operating results for the three and six months ended
December 31, 2008.

Three Months Ended December 31, 2008

Net delivered sales for the quarter ended December 31, 2008 amounted to $189.6 million as compared to $259.5 million in the prior year quarter. Net delivered sales for the Company’s Retail division were
$147.2 million as compared to $192.6 million in the prior year quarter. Retail division comparable delivered sales were down 26.9% as compared to the prior year quarter. Wholesale sales were $108.8 million,
as compared to $ 155.9 million in the prior year quarter.

For the quarter ended December 31, 2008, diluted earnings per share amounted to $0.19 on net income of $5.5 million. This compares to diluted earnings per share and net income of $0.70 and $20.6 million,
respectively, in the prior year comparable period.

Six Months Ended December 31, 2008

For the six months ended December 31, 2008, net delivered sales totaled $395.4 million as compared to $508.2 million in the prior year comparable period. Net delivered sales for the Company’s Retail
division were $303.1 million as compared to $375.3 million in the prior year. Retail division comparable delivered sales were down 23.0% as compared to the prior year comparable period. Wholesale sales
were $230.1 million as compared to $312.3 in the prior year.

For the six months ended December 31, 2008, diluted earnings per share amounted to $0.45 on net income of $12.9 million, including a restructuring benefit of $1.1 million net of tax. Excluding this net
restructuring benefit, diluted earnings per share was $0.41 on $11.8 million in net income. This compares to diluted earnings per share and net income of $1.27 and $38.1 million, respectively, in the prior year
comparable period.



Ethan Allen Amends Bank Credit Facility

Ethan Allen has reached an agreement with its lending group to amend its existing un-drawn revolving credit agreement to provide additional covenant flexibility and reduce the total line to $100 million.

Ethan Allen Declares Quarterly Cash Dividend

Ethan Allen’s Board of Directors has declared a regular quarterly cash dividend of $0.10 per share, which will be payable to shareholders of record as of April 14, 2009 and paid on April 28, 2009.

Farooq Kathwari, Chairman and CEO, commented, “Despite major economic challenges resulting in a decline in sales, we maintained profitability. We are pleased that during this turbulent period we have also
maintained a strong marketing program while reducing operating costs. This would not have been possible without the continuous process of reinvention that has been undertaken by us during the last several
years.”

Mr. Kathwari continued, “Having already made the substantial investments to reposition our retail network and launch our new website, our need for capital expenditures is substantially reduced, and we are
focused on conserving cash in a prudent and conservative manner. We are very pleased to be able to continue to pay a quarterly cash dividend to our shareholders out of current cash flow. Although we have
not drawn on the line of credit and only used our existing credit facility to support Letters of Credit, the new covenants provide greater flexibility going forward. We are pleased to have the continued support
of our lending group and are happy to have this additional source of liquidity.”

Commenting on the outlook for fiscal 2009, Mr. Kathwari stated, “We will continue to focus on creatively and proactively managing our enterprise, and at the same time conserving cash and making those
investments that will position us to be ready when growth returns.”

Ethan Allen Interiors Inc. is a leading manufacturer and retailer of quality home furnishings. The Company sells a full range of furniture products and decorative accessories through a network of 293 design
centers in the United States and abroad, of which 162 are Company owned. Ethan Allen owns eight manufacturing facilities in the United States, which include 2 sawmills, and one cut and sew factory in
Mexico.

The Company will conduct a Conference Call at 11:00 AM (Eastern) on Thursday, January 29th. The live webcast and replay are accessible at http://ethanallen.com/investors.



This press release should be read in conjunction with the Company’s Annual Report on Form 10-K for the year ended June 30, 2008 and other reports filed with the Securities and Exchange Commission. This
press release and related discussions contain forward-looking statements made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. Such forward-looking statements
reflect management’s current expectations concerning future events and results of the Company, and are subject to various assumptions, risks and uncertainties. Accordingly, actual future events or results
could differ materially from those contemplated by the forward-looking statements. The Company assumes no obligation to update or provide revision to any forward-looking statement at any time for any
reason.



    
Ethan Allen Interiors Inc.

Selected Financial Information
Unaudited

(In millions)
 

Selected Consolidated Financial Data:
Three Months Ended Six Months Ended

12/31/08 12/31/07 12/31/08 12/31/07
Net Sales $ 189.6 $ 259.5 $ 395.4 $ 508.2
Gross Margin 53.7% 53.7% 54.1% 53.7%
Operating Margin 5.3% 12.9% 5.6% 12.1%
Operating Margin (ex restructuring & impairment charge ) 5.3% 12.9% 5.2% 12.1%

Net Income $ 5.5 $ 20.6 $ 12.9 $ 38.1
Net Income (ex restructuring & impairment charge) $ 5.5 $ 20.6 $ 11.8 $ 38.1

 
Operating Cash Flow $ (2.4) $ 6.0 $ 15.7 $ 47.4
Capital Expenditures $ 5.1 $ 17.8 $ 16.1 $ 30.3
Acquisitions $ 0.3 $ 6.0 $ 0.6 $ 6.7
Treasury Stock Repurchases (settlement date basis) $ - $ 23.1 $ - $ 64.8

 
EBITDA $ 17.3 $ 40.6 $ 36.6 $ 75.7
EBITDA as % of Net Sales 9.1% 15.6% 9.2% 14.9%

EBITDA (ex restructuring & impairment charge ) $ 17.3 $ 40.6 $ 35.0 $ 75.7
EBITDA as % of Net Sales (ex restructuring & impairment charge ) 9.2% 15.6% 8.8% 14.9%

 

Selected Financial Data by Business Segment:     
 

Three Months Ended Six Months Ended
Retail 12/31/08 12/31/07 12/31/08 12/31/07
Net Sales $ 147.2 $ 192.6 $ 303.1 $ 375.3
Operating Margin (2.2%) 3.3% (2.1%) 1.9%
Operating Margin (ex restructuring & impairment charge ) (2.1%) 3.3% (2.7%) 1.9%

 
Three Months Ended Six Months Ended

Wholesale 12/31/08 12/31/07 12/31/08 12/31/07
Net Sales $ 108.8 $ 155.9 $ 230.1 $ 312.3
Operating Margin 7.9% 16.9% 8.9% 17.0%
Operating Margin (ex restructuring & impairment charge ) 7.9% 16.9% 9.1% 17.0%

 



 
Ethan Allen Interiors Inc.

Condensed Consolidated Statements of Operations
(In thousands, except per share amounts)

    
Three Months Six Months

Ended December 31, Ended December 31,
2008 2007 2008 2007

(unaudited) (unaudited)
 

Net sales $ 189,558 $ 259,510 $ 395,399 $ 508,237
Cost of sales  87,757  120,057  181,657   235,327
Gross profit 101,801 139,453 213,742 272,910

Operating expenses:
Selling 48,721 57,600 104,023 115,178
General & administrative 42,967 48,356 89,025 96,438
Restructuring & impairment charges  26  -  (1,604)  0

Total operating expenses  91,714  105,956  191,444   211,616
Operating income 10,087 33,497 22,298 61,294

Interest & other miscellaneous income 1,113 2,181 2,213 5,103
Interest & other related financing costs  2,932  2,944  5,833   5,879
Income before income tax expense 8,268 32,734 18,678 60,518
Income tax expense  2,780  12,112  5,768   22,392
Net income $ 5,488 $ 20,622 $ 12,910 $ 38,126

 
Basic earnings per share:
Net income per share $ 0.19 $ 0.70 $ 0.45 $ 1.28
Basic weighted average shares outstanding 28,739 29,391 28,721 29,738

 
Diluted earnings per share:
Net income per share $ 0.19 $ 0.70 $ 0.45 $ 1.27
Diluted weighted average shares outstanding 28,739 29,542 28,793 30,003

 



 
Ethan Allen Interiors Inc.

Condensed Consolidated Balance Sheets
Unaudited

(In thousands)
  

December 31, June 30,
Assets 2008 2008
Current Assets:
Cash and cash equivalents $ 64,544 $ 74,376
Accounts receivable, net 8,865 12,672
Inventories 187,831 186,265
Prepaid expenses and other current assets 20,419 32,860
Deferred income taxes  4,399  4,005

Total current assets 286,058 310,178
 

Property, plant, and equipment, net 353,247 350,432
Intangible assets, net 94,077 96,823
Other assets  4,317  4,540

Total Assets  737,699  761,973
 

Liabilities and Shareholders’ Equity
Current Liabilities:
Current maturities of long-term debt $ 41 $ 41
Customer deposits 29,686 47,297
Accounts payable 26,457 26,444
Accrued expenses and other current liabilities  62,897  61,720

Total current liabilities 119,081 135,502
 

Long-term debt 203,047 202,988
Other long-term liabilities 21,040 20,383
Deferred income taxes  21,195  27,327

Total liabilities 364,363 386,200
 

Shareholders’ equity  373,336  375,773
Total Liabilities and Shareholders’ Equity $ 737,699 $ 761,973

CONTACT:
Investor/ Media:
Ethan Allen Interiors Inc.
Peg Lupton, 203-743-8234



EXHIBIT 99.2

Ethan Allen Interiors Inc.   
GAAP Reconciliation
Three and Six Months Ended December 31, 2008 and 2007
(in thousands, except per share amounts)

 
Three Months Ended Six Months Ended

December 31, December 31,
 2008   2007   2008   2007  

Net Income / Earnings Per Share
Net income $ 5,488 $ 20,622 $ 12,910 $ 38,126
Add: restructuring and impairment charge (credit), net of

related tax effect  17  -   (1,109)  -  
Net income (excluding restructuring and impairment

charge (credit)) $ 5,505  $ 20,622 $ 11,801 $ 38,126 
 

Earnings per basic share $ 0.19 $ 0.70 $ 0.45 $ 1.28 
Earnings per basic share (excluding restructuring and

impairment charge (credit)) $ 0.19 $ 0.70 $ 0.41 $ 1.28 
Basic weighted average shares outstanding 28,739 29,391 28,721 29,738

 
Earnings per diluted share $ 0.19 $ 0.70 $ 0.45 $ 1.27 
Earnings per diluted share (excluding restructuring and

impairment charge (credit)) $ 0.19 $ 0.70 $ 0.41 $ 1.27 
Diluted weighted average shares outstanding 28,739 29,542 28,793 30,003

 
Consolidated Operating Income / Operating Margin
Operating income $ 10,087 $ 33,497 $ 22,298 $ 61,294
Add: restructuring and impairment charge (credit)  26  -   (1,604)  -  
Operating income (excluding restructuring and impairment

charge (credit)) $ 10,113 $ 33,497 $ 20,694 $ 61,294 
 

Net sales $ 189,558  $ 259,510  $ 395,399  $ 508,237  
Operating margin  5.3%  12.9%  5.6%  12.1%
Operating margin (excluding restructuring and impairment

charge (credit))  5.3%  12.9%  5.2%  12.1%
 

Wholesale Operating Income / Operating Margin
Wholesale operating income $ 8,580 $ 26,376 $ 20,465 $ 53,156
Add: restructuring and impairment charge  -   -   408   -  
Wholesale operating income (excluding restructuring and

impairment charge) $ 8,580  $ 26,376 $ 20,873 $ 53,156 
Wholesale net sales $ 108,848  $ 155,930  $ 230,143  $ 312,253  
Wholesale operating margin  7.9%  16.9%  8.9%  17.0%
Wholesale operating margin (excluding restructuring and

impairment charge)  7.9%  16.9%  9.1%  17.0%
 

Retail Operating Income / Operating Margin
Retail operating income (loss) $ (3,185) $ 6,351 $ (6,237) $ 7,250
Add: restructuring and impairment charge (credit)  26  -   (2,012)  -  
Retail operating income (excluding restructuring and

impairment charge (credit)) $ (3,159) $ 6,351  $ (8,249) $ 7,250  
Retail net sales $ 147,183  $ 192,579  $ 303,053  $ 375,333  
Retail operating margin  -2.2%  3.3%  -2.1%  1.9%
Retail operating margin (excluding restructuring and

impairment charge (credit))  -2.1%  3.3%  -2.7%  1.9%
 

EBITDA
Net income $ 5,488 $ 20,622 $ 12,910 $ 38,126
Add: interest expense (income), net 2,565 1,686 5,073 3,083
Add: income tax expense 2,780 12,112 5,768 22,392
Add: depreciation and amortization  6,490   6,149   12,808  12,086 
EBITDA $ 17,323 $ 40,569 $ 36,559 $ 75,687 
Net sales $ 189,558  $ 259,510  $ 395,399  $ 508,237  
EBITDA as % of net sales  9.1%  15.6%  9.2%  14.9%

 
EBITDA $ 17,323 $ 40,569 $ 36,559 $ 75,687
Add: restructuring and impairment charge (credit)  26  -   (1,604)  -  
EBITDA (excluding restructuring and impairment charge (credit)) $ 17,349 $ 40,569 $ 34,955 $ 75,687 
Net sales $ 189,558  $ 259,510  $ 395,399  $ 508,237  
EBITDA as % of net sales excluding restructuring and

impairment charge (credit))  9.2%  15.6%  8.8%  14.9%


