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Item 1. Financial Statements
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PART I. FINANCIAL INFORMATION

POOL CORPORATION
Consolidated Statements of Income
(Unaudited)

(In thousands, except per share data)

Three Months Ended Six Months Ended
June 30, June 30,

2009 2008 2009 2008
Net sales $602,082 $692,972 $878,708 $1,031,187
Cost of sales 424,014 490,220 619,447 733,081
Gross profit 178,068 202,752 259,261 298,106
Selling and administrative
expenses 96,348 112,762 181,187 205,919
Operating income 81,720 89,990 78,074 92,187
Interest expense, net 3,150 5,087 6,477 10,111
Income before income taxes and
equity earnings (losses) 78,570 84,903 71,597 82,076
Provision for income taxes 30,878 32,811 28,138 31,722
Equity earnings (losses) in ) )
unconsolidated investments, net 674 783 (1,329 (663
Net income $ 48,366 $ 52,875 $ 42,130 $ 49,691
Earnings per share:
Basic $ 1.00 $ 1.11 $ 0287 $ 1.04
Diluted $ 099 $ 1.08(1) $ 0.87 $ 1.02
Weighted average shares
outstanding:
Basic 48,536 47,823(1) 48,412 47,736(1)
Diluted 48,844 48,776(1) 48,654 48,562(1)
Cash dividends declared per
common share $ 0.13 $ 0.13 $ 0.26 $ 0.25

(1) As adjusted — see Note 2.

The accompanying Notes are an integral part of the Consolidated Financial Statements
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POOL CORPORATION
Consolidated Balance Sheets
(Unaudited)

(In thousands, except share data)

June 30, June 30, December 31,
2009 2008 2008

Assets
Current assets:
Cash and cash equivalents $ 41,727 $ 26453 $ 15,762
Receivables, net 50,981 75,563 16,311
Receivables pledged under receivables
facility 182,307 203,091 99,273
Product inventories, net 325,198 385,258 405,914
Prepaid expenses and other current assets 8,219 11,376 7,676
Deferred income taxes 11,908 9,139 11,908
Total current assets 620,340 710,880 556,844
Property and equipment, net 34,163 33,892 33,048
Goodwill 170,601 167,352 169,569
Other intangible assets, net 12,471 14,480 13,339
Equity interest investments 28,886 32,839 31,157
Other assets, net 28,438 25,612 26,949
Total assets $ 894,899 $ 985,055 $ 830,906
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable $ 194,004 $ 193,663 $ 173,688
Accrued expenses and other current
liabilities 61,355 70,755 61,701
Short-term financing 25,000 121,492 20,792
Current portion of long-term debt and
other long-term liabilities 27,114 4,633 6,111
Total current liabilities 307,473 390,543 262,292
Deferred income taxes 20,079 17,527 20,032
Long-term debt 282,015 316,000 301,000
Other long-term liabilities 6,145 6,455 5,848
Total liabilities 615,712 730,525 589,172

Stockholders’ equity:
Common stock, $.001 par value;
100,000,000 shares
authorized; 48,650,531, 47,840,233 and
48,218,872
shares issued and outstanding at June 30,
2009,
49 47 48
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June 30, 2008 and December 31,
2008, respectively

Additional paid-in capital 194,604
Retained earnings 83,875
Accumulated other comprehensive

income (loss) 659
Total stockholders’ equity 279,187

Total liabilities and stockholders’ equity $ 894,899

$

180,207
66,076

8,200
254,530
985,055

189,665
54,407

(2,386
241,734
$ 830,906

The accompanying Notes are an integral part of the Consolidated Financial Statements.

)
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POOL CORPORATION

Condensed Consolidated Statements of Cash Flows

(Unaudited)
(In thousands)

Operating activities
Net income
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation
Amortization
Share-based compensation
Excess tax benefits from share-based compensation
Equity losses in unconsolidated investments
Other
Changes in operating assets and liabilities, net of effects of
acquisitions:
Receivables
Product inventories
Accounts payable
Other current assets and liabilities
Net cash provided by (used in) operating activities

Investing activities

Acquisition of businesses, net of cash acquired
Divestiture of business

Purchase of property and equipment, net of sale proceeds
Net cash used in investing activities

Financing activities

Proceeds from revolving line of credit

Payments on revolving line of credit

Proceeds from asset-backed financing

Payments on asset-backed financing

Payments on long-term debt and other long-term liabilities

Payments of deferred financing costs

Payments of capital lease obligations

Excess tax benefits from share-based compensation
Proceeds from issuance of common stock under

share-based compensation plans

Payments of cash dividends

Purchases of treasury stock

Net cash provided by (used in) financing activities

Effect of exchange rate changes on cash

Change in cash and cash equivalents

Cash and cash equivalents at beginning of period

Six Months Ended
June 30,
2009 2008
$ 42,130 $ 49,691
4,492 4,804
1,307 2,149
2,935 4,269
607) (1,652)
2,230 1,158
(4,400) (1,501)
(115,166) (132,735)
80,414 8,995
20,316 (2,606)
1,960 32,266
35,611 (35,162)
(381) (32,840)
— 724
(5,866) 3,611)
(6,247) (35,727)
178,237 190,100
(173,222) (150,625)
42,000 73,335
(37,792) (20,170)
(3,076) (1,591)
(305) 22)
— (251)
607 1,652
1,399 2,289
(12,601) (11,951)
(59) (1,263)
(4,812) 81,503
1,413 14
25,965 10,628
15,762 15,825
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Cash and cash equivalents at end of period $ 41,727 $ 26,453

The accompanying Notes are an integral part of the Consolidated Financial Statements
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POOL CORPORATION
Notes to Consolidated Financial Statements
(Unaudited)

Note 1 — Summary of Significant Accounting Policies

Pool Corporation (the Company, which may be referred to as POOL, we, us or our) prepared the unaudited interim
Consolidated Financial Statements following U.S. generally accepted accounting principles (GAAP) and the
requirements of the Securities and Exchange Commission (SEC) for interim financial information. As permitted under
those rules, certain footnotes and other financial information required by GAAP for complete financial statements
have been condensed or omitted. The Consolidated Financial Statements include all normal and recurring adjustments
that are necessary for a fair presentation of our financial position and operating results including the elimination of all
significant intercompany accounts and transactions among our wholly owned subsidiaries.

A description of our significant accounting policies is included in our 2008 Annual Report on Form 10-K. The
Consolidated Financial Statements should be read in conjunction with the Consolidated Financial Statements and
accompanying notes in our Annual Report. The results for the three and six month periods ended June 30, 2009 are
not necessarily indicative of the results to be expected for the twelve months ending December 31, 2009.

As discussed in Note 1 to the Consolidated Financial Statements in our 2008 Annual Report on Form 10-K, in the
fourth quarter of 2008 we revised our estimation process for determining the deferred gross profit amount related to
our equity method investment in Latham Acquisition Corporation (LAC). If we had applied the current deferral
calculation methodology to our share of LAC’s results for the second quarter and six months ended June 30, 2008, the
amount of recognized equity earnings would have been higher by approximately $1.4 million.

On June 30, 2009, we adopted Financial Accounting Standards Board (FASB) Statement of Financial Accounting
Standards (SFAS) 165, Subsequent Events, which establishes standards of accounting for and disclosure of events that
occur after the balance sheet date but before the financial statements are issued or are available to be issued. In
accordance with this statement, we have evaluated subsequent events through July 30, 2009 which is the date these
financial statements were available to be issued.

Note 2 — Earnings Per Share

We calculate basic earnings per share (EPS) by dividing net income by the weighted average number of common
shares outstanding. Diluted EPS includes the dilutive effects of stock option awards.

On January 1, 2009, we adopted FASB Staff Position (FSP) Emerging Issues Task Force (EITF) 03-6-1, Determining
Whether Instruments Granted in Share-Based Payment Transactions Are Participating Securities. This FSP states that
unvested share-based payment awards that contain non-forfeitable rights to dividends (such as our unvested restricted
stock awards) are participating securities and should be included in the computation of both basic and diluted earnings
per share. According to the provisions of FSP EITF 03-6-1, we now include outstanding unvested restricted stock
awards of our common stock in the basic weighted average share calculation and have adjusted prior period basic and
diluted weighted average common shares outstanding to reflect the retrospective adoption of this FSP. The adoption
of FSP EITF 03-6-1 resulted in a $0.01 decrease in our diluted earnings per share for the second quarter of 2008, but
did not change our diluted earnings per share for the six months ended June 30, 2008.
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The table below presents the reconciliation of basic and diluted weighted average number of shares outstanding and
the related EPS calculation (in thousands, except EPS):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Net income $ 48,366 $52,875 $42,130 $ 49,691
Weighted average common shares
outstanding:
Basic 48,536 47,823(1) 48,412 47,736(1)
Effect of dilutive securities:
Stock options 304 948 238 821
Employee stock
purchase plan 4 5 4 5
Diluted 48,844 48,776(1) 48,654 48,562(1)
Basic earnings per share $ 1.00 $ 1L.11 $ 0.87 $ 1.04

Diluted earnings per share $ 099 $ 1.08(1) $ 0.87 $ 1.02
(1) As adjusted for adoption of FSP EITF 03-6-1.

The weighted average diluted shares outstanding for both the three and six months ended June 30, 2009 exclude stock
options to purchase 3,382,543 shares. Since these options have exercise prices that are higher than the average market
price of our common stock, including them in the calculation would have an anti-dilutive effect on earnings per
share. In 2008, the weighted average diluted shares outstanding for the three and six months ended June 30, 2008
excluded stock options to purchase 2,175,787 shares and 3,013,237 shares, respectively, for the same reason.

Note 3 — Acquisitions

In November 2008, we acquired certain assets and liabilities of Proplas Plasticos, S.L. (Proplas), a distributor of
swimming pool products and irrigation and plumbing supplies in Madrid, Spain. We consolidated Proplas’ business
with our existing sales center operations in Madrid and have included the results of operations for Proplas in our
Consolidated Financial Statements since the acquisition date. We have recorded initial purchase price allocations for
our acquisition of Proplas subject to adjustments in accordance with the transaction documents finalized in April
2009. We will finalize any adjustments to these preliminary allocations by the fourth quarter of 2009. This
acquisition did not have a material impact on our financial position or results of operations.

Note 4 — Debt

In May 2009, we amended the Receivables Purchase Agreement under our accounts receivable securitization facility
(the Receivables Facility) to extend the termination date to August 19, 2009, to increase the required reserves used in
calculating the available funding amount and to loosen the delinquency and default trigger ratios. The Receivables
Facility now has a reduced borrowing capacity of up to $25.0 million.

Please refer to Note 6 — Fair Value Measurements and Interest Rate Swaps for discussion of our interest rate swap
agreements.

11
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Note 5 — Comprehensive Income

Comprehensive income includes net income, foreign currency translation adjustments and the unrealized gain or loss
on interest rate swaps. The table below presents comprehensive income for the three and six months ended June 30,
2009 and 2008:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Comprehensive income $51,686 $56,285  $45,175 $50,187

A rollforward of the components of Accumulated other comprehensive income (loss) for the current six month period
ended June 30, 2009 is presented below (in thousands):

Unrealized
Gain
(Loss) on
Foreign Interest
Currency Rate
Translation Swaps (1) Total
Balance at December 31, 2008 $ 2,821 $ (5,207) $ (2,386)
Net change 1,413 1,632 3,045
Balance at June 30, 2009 $ 4234 % (3,575 $ 659

(1) Change shown net of tax of $948.
Note 6 — Fair Value Measurements and Interest Rate Swaps

FASB SFAS 157, Fair Value Measurements, provides a framework for measuring fair value and establishes a fair
value hierarchy that prioritizes the inputs used to measure fair value, giving the highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities (Level 1 inputs), the next priority to observable market based
inputs or unobservable inputs that are corroborated by market data (Level 2 inputs) and the lowest priority to
unobservable inputs (Level 3 inputs).

In measuring the fair value of our assets and liabilities, we use significant other observable market data or assumptions
(Level 2 inputs) that we believe market participants would use in pricing an asset or liability, including assumptions
about risk when appropriate. Our assets and liabilities that are measured at fair value on a recurring basis include the
unrealized gain or loss on our interest rate swaps.

We have two interest rate swap agreements currently in effect that reduce our exposure to fluctuations in interest rates
on our Floating Rate Senior Notes (the Notes) and our variable rate Term Loan under our unsecured syndicated senior
credit facility (the Credit Facility). We have an interest rate swap agreement that converts the variable interest rate on
the Notes to a fixed rate of 5.088% on the initial notional amount of $100.0 million, which will decrease to a notional
amount of $50.0 million in 2010. This swap agreement terminates on February 12, 2012. Our other interest rate swap
agreement converts the variable interest rate on the Term Loan to a fixed rate of 2.4% on the initial notional amount,
which will decrease as payments are made on the Term Loan until maturity on December 20, 2010.

13



Edgar Filing: POOL CORP - Form 10-Q

14



Edgar Filing: POOL CORP - Form 10-Q

In April 2009, we entered into a new interest rate swap agreement with an effective date of January 27, 2010. The
purpose of the swap is to reduce our exposure to fluctuations in interest rates on our $240.0 million five-year
revolving credit facility (the Revolver), which is part of the Credit Facility. This swap agreement will convert the
Revolver’s variable interest rate to a fixed rate of 1.725% on a notional amount of $50.0 million, and terminates on
January 27, 2012.

We record any differences paid or received on our interest rate swaps as adjustments to interest expense over the life
of the swaps. We have designated these swaps as cash flow hedges and we record the changes in the fair value of the
swaps to Accumulated other comprehensive income (loss). Since inception, we have not recognized any gains or
losses on these swaps through income and there has been no effect on income from hedge ineffectiveness. The table
below presents the fair value of our swap agreements as of June 30, 2009 (in thousands):

Unrealized
Balance Sheet Line Items Gains
(Losses)
Prepaid expenses and other current $ 392
assets
Accrued expenses and other current (6,279
liabilities )

Failure of our swap counterparties would result in the loss of any potential benefit to us under our swap agreements. In
this case, we would still be obligated to pay the variable interest payments underlying our debt
agreements. Additionally, failure of our swap counterparties would not eliminate our obligation to continue to make
payments under our existing swap agreements if we continue to be in a net pay position.

As discussed in Note 1 to the Consolidated Financial Statements in our 2008 Annual Report on Form 10-K, the
carrying amount of long-term debt approximates fair value as it bears interest at variable rates.

15
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion in conjunction with Management's Discussion and Analysis included in our
2008 Annual Report on Form 10-K. For a discussion of our base business calculations, see page 11 under the
RESULTS OF OPERATIONS section.

OVERVIEW
Financial Results

In what is arguably the most challenging market environment ever experienced by our industry, our focus on
optimizing gross margin, right-sizing expenses relative to sales levels and improving working capital management is
evidenced by our higher operating margin in the second quarter of 2009 and significantly better cash generation. We
believe our dedicated team, industry leading programs and market penetration initiatives have also enabled us to gain
market share in these difficult times.

Net sales decreased 13% compared to the second quarter of 2008 due to reduced new pool and irrigation construction
activity, deferred discretionary replacement activity and unfavorable weather and currency fluctuations. This
reduction was partially offset by an increase in certain maintenance and repair product sales.

Gross profit as a percentage of net sales (gross margin) improved 30 basis points in the second quarter of 2009 as a
result of a favorable shift in sales mix, an increase in sales of Pool Corporation private label products and continuous
improvement in margin management practices.

Selling and administrative expenses (operating expenses) decreased 15% in the second quarter of 2009 compared to
the second quarter of 2008, including a 14% decrease in base business operating expenses. This decrease is
attributable to the impact of cost control initiatives on payroll related and variable expenses (including lower incentive
compensation) and reduced freight costs.

While operating income declined 9% compared to the second quarter of 2008, operating income as a percentage of net
sales (operating margin) improved by 60 basis points to 13.6% for the current quarter. Average debt levels decreased
by $76.1 million quarter over quarter. Coupled with a lower weighted average effective interest rate, interest expense
decreased 38% compared to the same period in 2008.

Earnings per share for the second quarter of 2009 was $0.99 per diluted share on net income of $48.4 million,
compared to $1.08 per diluted share on net income of $52.9 million for the second quarter of 2008.

Financial Position and Liquidity

Total net receivables decreased 16% to $233.3 million at June 30, 2009 from $278.7 million at June 30, 2008 due
primarily to the decrease in sales and a shift toward more cash sales as a result of our tighter credit policies. Our
allowance for doubtful accounts balance was approximately $12.5 million at June 30, 2009, an increase of
$2.8 million over June 30, 2008. We increased the allowance for doubtful accounts in the second half of 2008 to
reflect an increase in our total past due receivable balances year over year. The allowance for doubtful accounts
decreased approximately $1.2 million from December 31, 2008, primarily due to write-offs of certain accounts that
were fully reserved. Days sales outstanding (DSO) decreased between periods to 36.1 days at June 30, 2009
compared to 36.4 days at June 30, 2008.

16
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Our inventory levels decreased 16% to $325.2 million as of June 30, 2009 compared to $385.3 million as of
June 30, 2008. This decrease reflects our focus on optimizing inventory levels across all product classes. Our
inventory turns, as calculated on a trailing twelve month basis, have decreased to 3.0 times as of June 30, 2009
compared to 3.4 times as of June 30, 2008.

17
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Total debt outstanding decreased to $334.0 million at June 30, 2009 compared to $442.0 million at
June 30, 2008. This decrease is a result of our improved cash generation, which frees up additional debt capacity and
lowers our borrowing costs.

Current Trends

Continuing adverse economic trends have significantly impacted our industry. These trends include a slowdown in
the domestic housing market, with lower housing turnover, sharp drops in new home construction, home value
deflation in many markets and a significant tightening of consumer and commercial credit. Additionally, general
economic conditions are weak, including increasing unemployment and declining Gross Domestic Product
(GDP). Some of the factors that help mitigate the impact of these negative trends on our business include the
following:

¢ the majority of our business is driven by the ongoing maintenance and repair of existing pools and landscaped
areas, with under 20% of our sales and gross profits tied to new pool or irrigation construction in 2008 (as our sales
related to new construction activity have declined, the proportion of our net sales represented by maintenance,
repair and replacement (MRR) products has increased to over 80%); and

® we believe our service-oriented model helps us gain market share.

Despite these mitigating factors, the negative trends noted above have significantly impacted a number of our key
markets, including California, Florida and Arizona, with a more recent adverse impact in Texas and other states. We
estimate that these trends resulted in the following decreases in new pool construction in the United States since
peaking in 2005 at approximately 210,000 new units:

2008 2007 2006
Units (60,000) (50,000) (10,000)
% (40)% (25)% 5)%

We believe these decreases represent the first three year decline in new pool construction in our industry
history. These trends have continued in 2009 and we estimate they will result in a further decrease in new pool
construction of approximately 35,000 units, or 40%. Since these trends worsened from 2007 through the second
quarter of 2009, they had a more pronounced impact on our results for the year ended 2008 and the first half of
2009. However, as evidenced by our second quarter sales in Florida being flat quarter over quarter, we believe these
trends have begun to level off in the major pool markets first impacted by the housing market downturn.

Outlook

Based on the challenging market environment, we expect sales in the second half of 2009 will be down compared to
the same period in 2008. We anticipate that third quarter sales will decline at a similar rate to the second quarter of
2009, with a modest improvement in the fourth quarter compared to 2008 based on easier sales comparisons. We
expect third quarter 2009 gross margins will be similar to those in the third quarter of 2008, although we believe gross
margins may drop off modestly in the fourth quarter of 2009 given tougher comparisons to the fourth quarter of
2008. The rate of our expense reductions should moderate in the second half of 2009 as we lap some of the impact of
cost measures implemented in 2008. For the full year, we expect our equity losses from our investment in LAC could
be $3 to $4 million. Altogether, we anticipate our full year 2009 earnings will be in the range of $1.00 to $1.05 per
diluted share excluding any potential one-time charges.

We expect the improvement in cash provided by operations for the six months ended June 30, 2009 will level off in
the second half of 2009 due to the payment of our 2009 estimated federal income tax payments and the anticipated
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impact of payments on certain projected early buy purchases. Overall, we expect cash provided by operations will
approach $100.0 million for fiscal 2009.

The forward-looking statements in this Outlook section are subject to significant risks and uncertainties, including
changes in the economy and the housing market, the sensitivity of our business to weather conditions, our ability to
maintain favorable relationships with suppliers and manufacturers, competition from other leisure product alternatives
and mass merchants, and other risks detailed in Part II - Item 1A “Risk Factors” and our “Cautionary Statement for
Purpose of the ‘Safe Harbor’ Provisions of the Private Securities Litigation Reform Act of 1995”.

19
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RESULTS OF OPERATIONS
As of June 30, 2009, we conducted operations through 287 sales centers in North America and Europe.

The following table presents information derived from the Consolidated Statements of Income expressed as a
percentage of net sales.

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Net sales 100.0% 100.0% 100.0% 100.0%
Cost of sales 70.4 70.7 70.5 71.1
Gross profit 29.6 29.3 29.5 28.9
Selling and administrative expenses 16.0 16.3 20.6 20.0
Operating income 13.6 13.0 8.9 8.9
Interest expense, net 0.5 0.7 0.7 1.0
Income before income taxes and equity
earnings (losses) 13.0% 12.3% 8.1% 8.0%

Note: Due to rounding, percentages may not add to income before income taxes and equity earnings (losses).

Our discussion of consolidated operating results includes the operating results from acquisitions in 2008, 2007 and
2006. We accounted for these acquisitions using the purchase method of accounting, and we have included the results
of operations in our consolidated results since the respective acquisition dates.

Three Months Ended June 30, 2009 Compared to Three Months Ended June 30, 2008

The following table breaks out our consolidated results into the base business component and the excluded
components (sales centers excluded from base business):

(Unaudited) Base Business Excluded Total
(In thousands) Three Months Ended Three Months Ended  Three Months Ended
June 30, June 30, June 30,

2009 2008 2009 2008 2009 2008
Net sales $576,870 $666,463 $25212 $26,509 $602,082 $692,972
Gross profit 171,119 194,388 6,949 8,364 178,068 202,752
Gross margin 29.7% 29.2% 27.6% 31.6% 29.6% 29.3%
Operating expenses 91,181 105,810 5,167 6,952 96,348 112,762
Expenses as a % of
net sales 15.8% 15.9% 20.5% 26.2% 16.0% 16.3%
Operating income 79,938 88,578 1,782 1,412 81,720 89,990
Operating margin 13.9% 13.3% 7.1% 5.3% 13.6% 13.0%

20
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We have excluded the following acquisitions from base business for the periods identified, including the periods
covered in the base business table on page 14 under the heading “Six Months Ended June 30, 2009 Compared to Six

Months Ended June 30, 2008”:

Net

Sales
Acquired Acquisition  Centers Period

Date Acquired Excluded

Proplas Plasticos, November 0 January 2009 — June 2009
S.L. 2008
National Pool Tile January — May 2009 and March —
(NPT) (1) March 2008 8 May 2008
Canswim Pools March 2008 1 January — May 2009 and March —

May 2008

(1) We acquired 15 NPT sales centers and have consolidated 7 of these with existing sales
centers, including 4 in March 2008, 2 in the second quarter of 2008 and 1 in April 2009.

We exclude the following sales centers from base business results for a period of 15 months:

acquired sales centers (see table above);
existing sales centers consolidated with acquired sales centers;

closed sales centers;
consolidated sales centers in cases where we do not expect to maintain the majority of the existing business; and

sales centers opened in new markets.

As of June 30, 20009, four closed sales centers and one existing sales center that was consolidated with an acquired
sales center were excluded from base business.

We generally allocate corporate overhead expenses to excluded sales centers on the basis of their net sales as a
percentage of total net sales. After 15 months of operations, we include acquired, consolidated and new market sales
centers in the base business calculation including the comparative prior year period.

The table below summarizes the changes in our sales centers during the quarter ended June 30, 2009:

March 31, 288
2009

Consolidation (1)
of acquired

locations
June 30, 2009 287

Net Sales
Three Months Ended
June 30,
(in millions) 2009 2008 Change
Net sales $ 602.1 $ 693.0 $(90.9) (13)%
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The decrease in net sales is primarily due to the current adverse economic trends, which have led to further declines in
new pool and irrigation construction activity and deferred discretionary replacement purchases by consumers. Base
business sales for the second quarter of 2009 were down 13% compared to the second quarter of 2008. This includes
an 11% decline on the swimming pool side of the business and a 37% decline on the irrigation side of the business,
which is more heavily weighted toward new construction and discretionary product sales. Weather was also
unfavorable during the quarter (especially in the Midwest and Northeast where a cold and wet start to the summer
season adversely impacted sales) and unfavorable currency fluctuations resulted in a decrease in sales of
approximately 2%.
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The overall decrease in net sales was partially offset by the following:

e estimated inflationary price increases of approximately 4% overall that we passed through the supply chain;

¢ increased sales of certain m