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ABOUT AMERICAN SCIENCE AND ENGINEERING, INC. (AS&E)   

AS&E® X-ray inspection systems are used by governments and corporations around the

world to combat terrorism, drug and weapons smuggling, illegal immigration, and trade

fraud. AS&E specializes in detection technologies that can uncover dangerous and elusive

threats, including explosives, plastic and metal weapons, and radioactive devices, such as

dirty bombs and weapons of mass destruction. These X-ray systems are deployed worldwide

at ports, borders, military, and high-threat facilities. Our signature technologies give our

systems unparalleled detection capabilities, making AS&E the choice when the highest

levels of security are required.

FISCAL YEAR 2010 FINANCIAL HIGHLIGHTS

• AS&E recorded the highest revenue, profits, and bookings in Company history.

• Revenue for FY 2010 was $242.1 million as compared to $218.4 million for FY 2009, an increase 
of 11%.

• Net income for FY 2010 increased by 28% to $36.2 million versus $28.4 million in FY 2009 with 
EPS for FY 2010 of $3.97, up 25% from FY 2009 of $3.18.

• Backlog at year-end was $195.7 million, up 26% over FY 2009 year-end backlog of $155.3 million.

• IRAD investment increased 9% over FY 2009 to $19.8 million, resulting in the introduction of 
more new products and improvements to existing ones, and the addition of optional new features. 

• The Company raised the quarterly cash dividend from $0.20 to $0.30 in Q3 FY 2010 to reward loyal
shareholders.

• Forbes listed AS&E as #10 of the Top 200 Small Public Companies in 2009.

• AS&E was named to The Boston Globe “Globe 100” list for the fifth consecutive year. Additionally, 
the Company was ranked #1 on the “Top Massachusetts Industrial Companies” list.  
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In fiscal year 2010, AS&E 

established itself as a prominent, 

growing force in the security

screening industry. 

With record-breaking financial 

results, expanded market 

penetration, and the introduction

of innovative new products, 

the Company is firmly positioned

for continued success.





Z Backscatter™ Van in Bulgaria OmniView Gantry system in Egypt

Our record-breaking earnings were a direct 
result of our commitment to increase revenue
while driving down costs. We started the fiscal
year with a strong backlog, added significant
new bookings, and met our stringent initiative
of on-time delivery of quality products. 

Delivering what we promise.

OmniView™ Gantry system in Italy

< An AS&E crew installs an OmniView Gantry system.

We increased EPS from $3.18 to $3.97 per share, or 25%, 
over the last fiscal year. Our Board raised the cash dividend 
from $0.20 to $0.30 in Q3 to reward our loyal shareholders.





Our record-breaking revenue was a direct 
result of introducing new products, increasing
market penetration, and meeting the targets 
of our rigorous quality improvement and lean
initiatives. We expanded research and 
development of new products and continued 
making enhancements to existing products 
to meet the evolving security requirements 
of customers worldwide.

Continuously improving.

< The ZBV system scans vehicles and containers for threats and contraband at the Southern River Port of Moscow.

Z Portal® systems for passenger vehicles in Qatar MobileSearch™ HE systemAS&E cargo systems in Russia

We increased REVENUE 11% to a record $242 million. 
We maintained operating expenses at 23% for the fourth year 
in a row and increased GROSS MARGIN 3 percentage points. 
OPERATING PROFIT increased 29% compared to last fiscal year.





Our record-breaking bookings were a direct 
result of our resolve to build stronger relation-
ships with our new and existing customers. 
We had new and repeat orders from military,
port and border security, law enforcement, and
critical infrastructure customers, including an
order for a cargo system to protect the world’s
tallest building, Burj Khalifa, in Dubai. 

Building strong relationships.

< Mr. Emmanuel Edou, the Delegate General of National Security from Cameroon, views AS&E cargo systems with AS&E’s Director of Technical Sales and 
AS&E’s Cargo Product Marketing Manager.

Port and border security in Abu Dhabi Military Critical infrastructure in Dubai

We increased our BOOKINGS to a record $282.5 million — 
increasing our BACKLOG 26% to $196 million from the end
of the last fiscal year. Our pipeline continues to increase with
both domestic and international opportunities and represents a
mix of new and existing customers worldwide.



United Arab Emirates Russia Italy Moscow

Africa Africa Eg ypt South Africa

Asia South America Dubai Dubai

United States United Arab Emirates Bulgaria Qatar

United Arab Emirates Middle EastUnited States Italy

AS&E inspection systems deployed, installed, or under construction globally.



In fiscal year 2010, AS&E asserted itself as a growing, dynamic

force in the security screening industry. Thanks to strengthened

and expanded market penetration, innovative new products,

and an unwavering dedication to quality improvement and

lean initiatives, we had a year of tremendous accomplishments

and positioned the Company for continued success.

Team AS&E had a record-breaking year, ending fiscal year

2010 with outstanding financial results. Revenues reached a

record $242,093,000 — an increase of 11 percent over fiscal

year 2009’s $218,367,000. Net income was $36,176,000, a

28 percent increase over last fiscal year’s $28,353,000. We

logged record bookings of $282.5 million. And we had record

earnings per share of $3.97, an increase of 25 percent — quite

an accomplishment, considering that we are operating in what

remains a very challenging worldwide economic climate.

The past year was a significant stepping stone for AS&E. We

met all of our strategic market initiatives. We continued to

diversify our customer base, which resulted in very strong rev-

enue contributions from our Cargo and Z Backscatter™ systems,

and Field Service group. We continued to expand our offerings

in all of our product areas, and that strategy is certainly paying

off in strengthening our bottom line. We showed ourselves to

be a major player in our industry, as more and more customers

come to the conclusion that AS&E is a trusted partner whose

technical support, equipment, and service is most often the

best solution for their detection requirements.

We continued to make valuable inroads with strategic customers,

garnering new and repeat orders for military, port and border

security, law enforcement, and critical infrastructure projects.

The result was record bookings, a product of our continued

determination to build ever-stronger relationships with existing

key customers, as well as our increased marketplace visibility,

which has helped us attract some important new customers.

We’re very proud of our ability to increase revenue while

holding down costs. We maintained operating expenses at 23

percent for the fourth year in a row and increased gross margins

over 3 percentage points compared to last year. This was accom-

plished by meeting continuous improvement targets, including

reductions in the following areas: cost-of-quality, production

costs on existing products, and time-to-market for new products.

Revenue per employee, an efficiency metric, reached $590,000

in FY 2010, $45,000 more than the previous year. This is an

excellent efficiency ratio for a company that uses the manufac-

turing model of AIT — or assemble, integrate, and test. I can

assure you that we will work hard to continue down this path

as we seek to continuously improve factory throughput and

revenue, coupled with higher efficiency.

Even more impressive is our exceptional rate of on-time delivery

— 98 percent, a performance that unquestionably follows the

first rule of customer satisfaction: “Ship it to spec, and ship it

on time.” This is another example of the teamwork that has

improved our already strong customer relationships and has

laid the foundation for new ones.

Extending Our Global Reach 

As I’ve already mentioned, in fiscal year 2010 we established

ourselves as a key industry competitor and supplier to the

top domestic and international customers. Our equipment

is used worldwide, filling a broad range of security needs in

North and South America, the Middle East, Europe, Africa,

and Asia Pacific.

Dear Fellow Shareholders:

This past year was a significant stepping stone for 
AS&E. We met all of our strategic market initiatives,
showed ourselves to be a major player in our industry, 
and positioned the Company for continued success.

Z Portal system securing a high-
risk facility in Qatar



Our Sales, Marketing, and Products groups have done an out-

standing job broadening and strengthening strategic relation-

ships. We added to our domestic customer base, with 51 percent

of our product bookings in the fiscal year coming from the

U.S., led by orders from the U.S. military. Internationally, we

are building on our past success, winning targeted and com-

petitively bid contracts and expanding sales channels.

A significant measure of our performance and an important

predictor of future growth is our backlog. In fiscal year 2010, it

increased by $40 million, or 26 percent, to $196 million — a

sure sign that we have significant momentum going into 2011.

Cargo: Filling Unique Requirements

As I stated last year, our Cargo systems — particularly the 

Z Portal® and OmniView™ Gantry systems — achieved a

breakthrough in fiscal year 2009, and that contributed to an

outstanding year, in both bookings and revenue, in 2010. The

systems’ technology combinations have proven to be a “first

choice” for numerous cargo applications — and customers

that want the best detection capability have clearly seen the

benefits of buying these products.

The customer mix for Cargo systems consists of both domestic

and international clients. Cargo revenue increased 40 percent

during the year, and bookings rose by 86 percent, with sales

across several market verticals, including the military, critical

infrastructure, maritime ports, and border applications. 

An essential aspect of our success with Cargo products has

been our eagerness to meet the unique requirements of our

customers. We have been extremely flexible in coming up with

options and adaptations to meet specific needs of our customers.

This has been accomplished while maintaining an almost

unheard-of 99 percent on-time delivery rate for Cargo systems

— quite a performance by Team AS&E.

We introduced three important Cargo products this year: the

MobileSearch™ HE (high-energy) system, a vehicle that com-

bines high-energy transmission X-ray and Z Backscatter scan-

ning at an affordable price; the Sentry™ Portal, which provides

high-energy, high-speed scanning capabilities at a competitive

price; and the Z Gantry™, a Z Backscatter system on rails. We

also launched several product enhancements and options,

including top-down transmission X-ray capability for the 

Z Portal, as well as a state-of-the-art software package to help

operators by enhancing their accuracy and speed of detection,

meeting a very important need of our customers.

Z Backscatter: Remarkable Performance 

All companies have a key product, their flagship. For AS&E,

it clearly has been the Z Backscatter™ Van (ZBV) — remarkable

technology that, when used alone or combined with our other

detection technologies, time and again performs beyond expec-

tations. It is a testament to the success of the ZBV’s technology

that we are getting superior market results. Customers old and

new have responded to our impressive seizure rates, both in

volume and frequency of orders.

Our sales force continued its very solid performance in fiscal

year 2010. We booked 54 ZBVs in the year, bringing the total

sold to date to over 460 systems. This unique product has

filled the needs of customers in 47 different countries. 

A major thrust of our strategy of building stronger partnerships

with customers has been to focus on meeting their unmet

needs and then performing to their challenging requirements.

Such is the case with the ZBV™ Military Trailer, the first of

which was deployed in 2010. Built in response to a U.S. gov-

ernment request to produce a ZBV capable of reliable per-

formance in rugged environments, the ZBV Military Trailer

has been extremely successful in war zones — so successful, in

A significant measure of our performance and 
an important predictor of future growth is our 
backlog, which increased by $40 million, 
or 26%, to $196 million.

The ZBV scanning containers in a port



fact, that we recently received a significant follow-on order in

the first quarter of fiscal year 2011.

It’s very gratifying that other domestic and international cus-

tomers, including U.S. Customs and Border Protection, which

deploy our products on the Southwest borders and in maritime

ports, also report great success. Routinely, we hear of an increased

number of seizures in the field with larger volumes of contra-

band. This is a clear testament to the system’s capability to

meet U.S. and international governments’ rigorous force pro-

tection, explosives, and contraband detection requirements.

Parcel: Ideal Capability

In 2010, we added new sales and marketing resources to boost

sales of our three Gemini™ parcel inspection systems. As a

result, sales have increased, with bookings for the year more

than doubling over fiscal year 2009 and orders coming from a

cross section of customers.

Gemini’s comprehensive threat detection capability — including

its ability to detect explosives — makes it an ideal solution to

scan air cargo. So I’m pleased to report that the Transportation

Security Administration (TSA) has added all three Gemini sys-

tems to its Air Cargo Screening Qualified Technology List.

This means that certified air cargo freight forwarding companies

can purchase these listed systems directly from AS&E, as the

U.S. moves to meet the mandate of the 9/11 Commission Act

of 2007 to inspect 100 percent of air cargo carried on passenger

airplanes by August 2010.

Service: Outstanding Customer Satisfaction 

Every year, I report on the record-breaking performance of our

outstanding Field Service group, and fiscal year 2010 is no dif-

ferent. Field Service once again had an exceptional year, with

record revenue and bookings. Our focus on continuous improve-

ment, quality, and training is paying dividends, as we were able

to increase gross margins through various cost reduction methods

in the field. Additionally, spare parts sales remained very strong,

adding to those record bookings.

As our revenue growth continues to accelerate, our installed

base of products is growing along with it, meaning that annual

revenue is being boosted in the most stable area of our business,

with parts and service now accounting for 36 percent of our

total annual revenue. 

We’re very proud of our Field Service group and their out-

standing customer satisfaction ratings in every product category.

Our Field Service teams in war zones continue to exceed all

contractual commitments, with a remarkable 96 percent up-

time availability and very high customer satisfaction ratings. 

R&D: Commitment to Innovation

Innovation has always been top of mind at AS&E — we are

driven to innovate and continually improve our technologies

and products. To meet those goals, we increased our internal

research and development (IRAD) investment in fiscal year

2010 by 9 percent, or $1.7 million, to a total of $19.8 million.

During the past year, we analyzed the effectiveness of our IRAD

spending, and the results were very satisfying: Nearly every

system fielded over the past four years has experienced a quick

payback and high overall return on investment.

The investment in IRAD allowed us to work on new tech-

nologies for generating X-rays, as well as research into detector

technology and image processing and analysis. The result of

our increased IRAD spending has been the introduction of

more new products, the improvement of existing ones, and

the addition of optional new features to provide customers

with more choices and solutions. 

Field Service once again had an exceptional 
year, with record revenue and bookings. Our
focus on continuous improvement, quality,
and training is paying dividends.

Field Service team in Egypt



But in the end, our success is the result of the people in our

Company, and we again enhanced our R&D staff in the past

year. Additional top-notch technical people have joined our

Science and Engineering departments and are working on

developing new technologies and products that promise to

increase existing market share and enter newer markets. We

have high expectations for our outstanding technical groups. 

Exceeding Expectations

I think it’s clear that there’s a great sense of optimism at AS&E,

for several reasons. We have in place significant building blocks

for accelerated growth — and we’ve proven our ability to serve

and support key customers in growing markets. We continue

to introduce new and exciting products at a rapid pace — prod-

ucts that are selling well and producing an excellent return on

shareholder capital. We believe we have met or exceeded expec-

tations on many levels, from stronger market diversity and a

better balance of sales to an expanded product portfolio and

significantly improved financial strength: backlog, revenue,

profit, cash flow, and a powerful balance sheet.

Another indicator of our success is our dividend program. I’m

pleased to report that in the third quarter of fiscal year 2010,

our Board of Directors voted to reward our loyal shareholders

with a $0.30 cash dividend. This is a testament to our faith in

strengthening financial resources, which we will use to further

boost growth when attractive opportunities surface in the indus-

try — and we are always on the lookout for these opportunities. 

We believe  we offer the best detection capability, and our value

proposition has stood the test of time. We are proving time

and again that knowledgeable customers who value superior

detection will pay a reasonable price for our best-in-class tech-

nology. They know that when it comes to detection, our sig-

nature technologies make AS&E the choice when the highest

levels of security are required.

I’d like to thank all of the members of Team AS&E, since they

made our outstanding results possible. We all remain focused

on customer satisfaction, our long-range vision, and our com-

mitment to increasing shareholder value. Each of us is driven

by the desire to execute flawlessly and to continue to delight

our customers and grow our business. We have built the momen-

tum to continue on a strong, dynamic path and enthusiastically

look forward to future success.

Sincerely,

 

Anthony R. Fabiano

President and CEO

American Science and Engineering, Inc.

August 2010

I think it’s clear that there’s a great sense of optimism at AS&E. 
We have in place significant building blocks for accelerated growth —
we’ve improved our financial strength with backlog, revenue, profit, 
cash flow, and a powerful balance sheet.
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AS&E is ISO 9001:2008 registered.

© Copyright American Science and Engineering, Inc. 2010



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
AS&E CODE OF BUSINESS CONDUCT AND ETHICS 
We... strive to foster a culture of honesty and accountability. Our commitment to the highest level of ethical conduct should be 
reflected in all of the Company’s business activities ... One of our Company’s most valuable assets is our reputation for integrity, 
professionalism, and fairness. We ... recognize that our actions are the foundation of our reputation and adhering to this Code and 
applicable law is imperative. (To review the complete Code, please go to “Investor Information” on our Web site, www.as-e.com.) 

 
AS&E VALUES  
People   The men and women of AS&E are the core of our success. We value and respect each individual regardless of their race, 
religion, ethnic background, or position in the company. We value a fair and safe environment where each of us can perform to the best 
of our ability. We recognize that we are all engaged in this enterprise together — each of us an individual, all of us a team. 

Shareholders   Our shareholders have entrusted us with building a company that will deliver superior growth over time. We value the 
vision, leadership, and sound business practices that result in profitable growth. We will build our reputation by executing crisply and 
conducting all business dealings to the highest ethical standards. 

Customers   We are customer focused. They are the reason for our existence. We strive to provide technologically advanced products and 
services to meet and exceed our customers’ expectations for capability, quality, and price. We listen carefully to what our customers tell 
us and respond with innovation and best-in-class support. 

Operations   We value teamwork and lean, efficient operations. We value clear roles and responsibilities that enable accountability and 
the ability to adapt quickly to change throughout our Company. We will continuously improve our products by pro-actively designing 
in quality upfront. We value professionalism, productivity, and personal safety in all operations.  
 

®

Detect the difference.
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CAUTIONARY STATEMENT 

PART I 

ITEM 1. BUSINESS 
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Financial Information about Foreign and Domestic Operations and Export Sales 

Fiscal Year 
(Dollars in thousands) 2010 2009 2008 

Percent of International Revenue by Major Region:

Available Information 

ITEM 1A.  RISK FACTORS  



Our reliance on a small number of customers for a large portion of our revenues could harm our business and prospects.   
A number of contracts held by those customers may be terminated at the customer’s discretion. 

Our results of operations are affected by the overall economy and governmental spending. 

Our business is dependent upon governmental policies and appropriations. 

Our lengthy sales cycle requires us to incur significant expenses with no assurance that we will generate revenue or recover 
such expenses. 

We use estimates in recognizing revenues and if we make changes to estimates used in recognizing revenues, our 
profitability may be adversely affected. 

We conduct our business worldwide, which exposes us to a number of difficulties in coordinating our international 
activities and dealing with multiple regulatory environments, as well as risks associated with geopolitical and economic 
instability



Changes in governmental regulations may reduce demand for our products or increase our expenses. 

We could be prohibited from shipping our products to certain countries if we are unable to obtain U.S. government 
authorization regarding the export of our products, or if current or future export laws limit or otherwise restrict our 
business. 

Our reliance on a limited number of suppliers for some key components and subsystems for our products could harm our 
business and prospects. 



Fluctuations in our operating results and unanticipated contract terminations may cause our stock price to fluctuate. 

We could incur substantial costs as a result of liability claims and adverse publicity if our X-ray inspection systems fail to 
detect bombs, explosives, weapons, contraband or other threats to personal safety. 



Our insurance may be insufficient to protect us from product liability claims. 

 Our product liability and umbrella liability insurance may be insufficient to protect us from product liability claims. Moreover, 
there is a risk that product liability insurance will not continue to be available to us at a reasonable cost, if at all. If liability claims 
exceed our current or available insurance coverage, our business and prospects may be harmed. Regardless of the adequacy of our
product liability insurance protection, any significant claim may have an adverse affect on our industry and market reputation,
leading to a substantial decrease in demand for our products and reduced revenues. 

We may not be able to fund our research and development activities. 

 We generate funds for our research and development activities from operations, private sources and the government. We may 
be unable to generate the funds necessary to support our research and development activities if we do not generate sufficient funds 
from operations, other potential private sources, or the government. We may not successfully compete with other companies and 
research institutions for government funding and funding from other private sources. Additionally, government-funding priorities
are subject to frequent changes. For example, in fiscal 2010, 2009, and 2008, we recorded $2,306,000, $12,524,000, and 
$13,978,000, respectively, for government-sponsored research and development. There is no guarantee that we will receive funds 
for government-sponsored research in the future. If we are unable to fund our research and development activities through our 
operations or from outside sources, we may be unable to continue to innovate or bring our innovations to market on a timely or 
cost effective basis, or our innovations may be surpassed by other competitors or new technologies. 

Our success depends on new product development.

 Our continuing research and development program is designed to develop new products and to enhance and improve our 
current products. We plan to expend significant resources on the development of our new products. The successful development of
our products and product enhancements is subject to numerous risks, both known and unknown, including: 

• unanticipated delays; 

• access to capital; 

• budget overruns; 

• technical problems; and 

• other difficulties that could result in the abandonment or substantial change in the design, development and 
commercialization of new products and product enhancements, including for example, changes requested or required by 
governmental and regulatory agencies. 

 Given the uncertainties inherent with product development and introduction of X-ray inspection systems, we cannot assure that 
our product development efforts will be successful on a timely basis or within budget, if at all. Our failure to develop new products 
and product enhancements on a timely basis or within budget would harm our business and prospects. 

Our success depends upon our ability to adapt to rapid changes in technology and customer requirements. 

 The market for our products has been characterized by rapid technological changes, frequent product introductions and 
evolving industry standards and customer requirements. We believe that these trends will continue into the foreseeable future. Our
success will depend, in part, upon our ability to enhance our existing products, successfully develop new products that meet 
changing customer and regulatory requirements and gain market acceptance. If we fail to do so, our products may be rendered 
obsolete or noncompetitive by new industry standards or changing technology, in which case our revenue and operating results 
would suffer. In developing any new product, we may be required to make a substantial investment before we can determine the 
commercial viability of the new product. If we fail to accurately foresee our customers’ needs and future activities, we may invest 
heavily in research and development of products that do not lead to significant revenue. 

We may not be able to compete successfully. 

 A number of companies have developed products that compete with our X-ray inspection products. Many of our competitors 
are larger and have greater financial resources. Some of our competitors have more extensive research, marketing and 
manufacturing capabilities and greater technical and personnel resources, and may be better positioned to continue to improve their 
technology in order to compete in an evolving industry. Our failure to compete successfully could decrease demand for our 
products or make our products obsolete. 

 In the inspection systems market, competition is based primarily on the following factors: 

• product performance, functionality and quality; 
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•

•

•

•

•

•

•

Our business could be harmed if we are unable to protect our intellectual property. 

Our business may be materially and adversely affected by infringement claims initiated by us or our competitors. 

We rely significantly on information technology and any failure, inadequacy, interruption or security lapse of that 
technology could harm our ability to effectively operate our business.  

Our success depends on our ability to attract and retain qualified management professionals. 



Existing external financing may not be available in the future. 

Future sales of our common stock by existing stockholders could depress the market price of our common stock. 

The volatility of our stock price could adversely affect an investment in our common stock. 

Provisions in our articles of organization and our shareholder rights plan may have the effect of discouraging advantageous 
offers for our business or common stock, and limit the price that investors might be willing to pay in the future for shares 
of our common stock. 

ITEM 1B.  UNRESOLVED STAFF COMMENTS 

ITEM 2. PROPERTIES 



lease expires on February 29, 2016. The Company believes that its facilities are adequate and provide sufficient production 
capacity for its present intended purposes. The Company’s facilities are currently utilized primarily on a one-shift basis. The 
Company is able to add additional capacity by adding second and third shifts if necessary. 
 
 The Company’s former High Energy Systems division had leased 24,733 square feet of manufacturing, research and 
development, and office space in Mountain View, California. The lease commenced on February 1, 2004 and had an initial term of 
seven years with an option to extend for an additional five-year period. In January 2005, as part of the asset sale agreement with 
Accuray, Incorporated, the Company assigned its rights and obligations under this lease to Accuray. The Company is secondarily 
liable for the lease payments in the event of default by Accuray during the lease term, which expires in February 2011. 
 
ITEM 3.  LEGAL PROCEEDINGS  

 

 None. 
 

PART II 

 

ITEM 5. MARKET FOR THE COMPANY’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND 

ISSUER PURCHASES OF EQUITY SECURITIES 

 
Market Information  
 
 Our common stock is traded on the NASDAQ Global Market under the symbol ASEI. The market price range for the common 
stock for the last two fiscal years as reported on the NASDAQ Global Market is as follows: 

 

UFiscal Year Quarter Ended  High    Low   U      

2010 March 31, 2010 $ 84.49 $ 72.81 
  December 31, 2009 $ 81.59 $ 63.01 
  September 30, 2009 $ 71.29 $ 60.00 
  June 30, 2009 $  69.99 $ 53.66 
 
2009 March 31, 2009 $ 83.22 $ 49.29 
  December 31, 2008 $ 77.05 $ 50.26 
  September 30, 2008 $ 73.99 $ 49.09 
  June 30, 2008 $  56.79 $ 42.10 
 

Holders  

 
As of June 1, 2010, there were approximately 589 holders of record of the Company’s common stock. 
 
Common Stock Dividends 

 
In May of 2007, the Company began declaring quarterly cash dividends for its common stock shareholders.   Common stock 

cash dividends declared during the fiscal years ended March 31, 2010 and March 31, 2009 were as follows:  
 

Date Declared Dividend per common share
May 13, 2009 $                                        0.20
August 6, 2009 0.20
November 5, 2009                  0.20
February 9, 2010                  0.30
Fiscal year ended March 31, 2010 $                                         0.90

 
May 13, 2008  $                                       0.20
August 8, 2008                                 0.20
November 10, 2008         0.20
February 9, 2009                  0.20
Fiscal year ended March 31, 2009 $                                       0.80

 
On May 11, 2010, the Company declared another quarterly dividend of $0.30 for holders of record on May 24, 2010 to be paid 

June 3, 2010.  Future dividend payments will depend on our earnings, capital requirements, financial condition and capital needs 
and other factors considered relevant by our Board of Directors.  
 

Securities Authorized for Issuance under Equity Compensation Plans 

 

 The following table provides information about the Company’s equity compensation plans and the common stock that may be 
issued upon the exercise of options and rights under all existing equity compensation plans as of March 31, 2010. 

16



Plan Category 

Number of securities to 
be issued upon exercise 
of outstanding options 
and rights as of March 

31, 2010 
(a) 

Weighted average 
exercise price of 

outstanding options 
and rights 

(b) 

Number of securities 
remaining available for 
future issuance under 
equity compensation 
plans as of March 31, 

2010 (excluding securities 
reflected in column (a)) 

(c) 

Equity compensation plans 
  not approved by security holders:

Total 

Purchases of Equity Securities 

Stock Performance Graph 



ITEM 6. SELECTED FINANCIAL DATA 

Fiscal Year
(Dollars in thousands, 
except per share amounts) 2010 2009 2008 2007 2006

ITEM 7.   MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS 



2010 Compared to 2009 



decrease in rate can be attributed to a decrease in state taxes attributable to changes in state apportionment and other state tax 
planning activities offset by an increase in non-deductible stock compensation expense and an establishment of a valuation reserve 
on certain state tax credits.   
 
        We reported net income of $36,176,000 in fiscal 2010 as compared to net income of $28,353,000 in fiscal 2009. 
 

2009 Compared to 2008 

 

        Results of Operations    Total net sales and contract revenues of $218,367,000 in fiscal 2009 increased by $51,634,000 or      
31% from the previous year. Revenues related to product sales and contracts increased by $39,766,000 or 39% due to the following 
factors.  Z Backscatter system revenues increased by $24,037,000 attributable to an increase in number of units sold to new 
international customers and to the U.S. Government and Department of Defense.  CargoSearch system revenues increased by 
$13,432,000 due to primarily to one large multi-unit order received during the year and an increased volume of sales of new 
products introduced in fiscal 2008.  Aftermarket parts sales increased by $5,066,000 on higher order volume. Contract research and 
development revenues remained relatively constant year over year.  These revenue increases were offset by a decrease in 
ParcelSearch System sales of $3,029,000 from fiscal 2008 as one large multi-unit order of parcel systems in fiscal 2008 was not 
repeated in fiscal 2009. Service revenues increased in fiscal 2009 by $11,868,000 or 19% to $75,436,000 due primarily to large 
service contracts sold during fiscal 2009 for products sold internationally in fiscal 2009 not covered by a labor warranty and for 
products sold in fiscal 2008 whose warranties expired during fiscal 2009. 
  
        In fiscal 2009, 63% of our revenues were from domestic (based upon customer’s country of domicile) customers as compared 
to 64% in fiscal 2008. In fiscal 2009, we had sales to two customers which accounted for 34% of total sales.  In fiscal 2008, we had 
sales to two customers which accounted for 22% of total sales.  
 
        Cost of sales and contracts of $125,402,000 in fiscal 2009 increased by $18,419,000 or 17% from the previous year. Cost of 
product sales and contracts of $83,074,000 increased by $12,661,000 or 18% as compared to fiscal 2008. Cost of product sales and 
contracts totaled 58% of revenues in fiscal 2009 as compared to 68% of revenues in fiscal 2008. This decrease in costs as a 
percentage of revenue is due primarily to an increase in shipments of higher margin Z Backscatter systems over fiscal 2008 and 
improved margins on CargoSearch system projects with higher per unit revenues and decreased per unit costs as we overcame the 
learning curve and streamlined the production of the new products introduced in the past two years.   The cost of service revenues 
increased $5,758,000 or 16% from fiscal 2008. Cost of service revenues totaled 56% of revenues in fiscal 2009 as compared to 
58% of revenues in fiscal 2008.  This decrease in costs as a percentage of revenue is due primarily to improved performance of 
units under contract resulting in reduced replacement material costs from fiscal 2008. 
 
        Selling, general and administrative expenses in fiscal 2009 increased by $6,650,000 to $32,871,000 as compared to fiscal 
2008 and represented 15% of revenues in fiscal 2009 as compared to 16% of revenues in fiscal 2008. This increase in spending can 
be attributed to increased incentive compensation costs ($4,611,000) as we achieved certain incentive compensation goals in fiscal 
2009, increased payroll and payroll related costs ($1,180,000) due to increased headcount  and the accrual of certain severance 
payments, increased marketing related costs ($540,000) as we increased trade shows and demos to introduce new product 
offerings, and increased legal fees ($1,499,000) related primarily to on-going patent litigation.  In addition, in fiscal 2008 there was 
a write-down of a note receivable of $1,608,000 that was deemed uncollectible.    
 
        Company-funded research and development spending increased by $5,764,000 to $18,070,000 in fiscal 2009, a 47% increase 
as compared to the $12,306,000 spent in fiscal 2008.  Research and development spending represented 8% of revenues in fiscal 
2009 as compared to 7% of revenues in fiscal 2008. Fiscal 2009 costs increased during the year as we hired additional engineering 
resources to focus on our strategic development efforts.  The fiscal 2009 research and development efforts were focused on new 
product development, the development of new applications, and design modifications and enhancements to existing products. 
 
        Other income (expense) was $1,676,000 in income in fiscal 2009 as compared to $6,262,000 in income in fiscal 2008. Interest 
and investment income decreased by $4,454,000 due to reduced yields on all investments and a need to move to more 
conservative, shorter term, lower yield investments as a result of the current economic recession.   
 
        We reported pre-tax income of $43,700,000 in fiscal 2009 as compared to a pre-tax income of $27,485,000 in the previous 
fiscal year primarily due to the items noted above. We recorded income tax expense of $15,347,000 in fiscal 2009 as compared to 
$10,007,000 in the prior fiscal year.  Our effective tax rate was 35% in fiscal 2009 as compared to 36% in fiscal 2008.  This 
decrease in rate can be attributed to  the increase in manufacturing and research and development credits available in fiscal 2009 
due in part to the reinstatement of  certain research and development tax credits during this fiscal year by the federal government  
and to a decrease in non-deductible stock compensation expense.   
 
        We reported net income of $28,353,000 in fiscal 2009 as compared to net income of $17,478,000 in fiscal 2008. 
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Liquidity and Capital Resources 

 
 Cash and cash equivalents at year-end decreased by $70,507,000 to $34,912,000 at March 31, 2010 as compared to 
$105,419,000 at March 31, 2009.   In addition, we had $144,166,000 and $36,384,000 of short-term investments at March 31, 2010 
and March 31, 2009, respectively.   
 
 Cash flow provided by operations of $46,276,000 resulted from the following: 
 

• Reported net income of $36,176,000 adjusted for the following non-cash items: 
 
• Depreciation and amortization of $4,538,000; 

 • Stock compensation expense of $5,954,000; 
• The amortization of bond discounts of $1,119,000; and  
• The provision for contracts, inventory and accounts receivable reserves of $1,170,000. 
 

• A decrease in unbilled costs and fees of $4,238,000 as we achieved billing milestones on projects in process at year end. 
 
• A decrease in inventories of $1,474,000 due to increased system shipments and system acceptances. 
 
• An increase in accrued income taxes of $4,140,000 due a shift in the timing of the payment of estimated taxes in the current 
year.  
 

 These cash contributors were offset by a decrease in deferred revenue of $10,453,000 as certain large service contracts, which 
were billed in fiscal 2009 at the outset of the contract period, were earned during the current fiscal year.  67% of the deferred 
revenue balance at March 31, 2010 is expected to be earned in fiscal 2011. 
 
 Net cash of $112,162,000 was used for investing activities in fiscal 2010. We purchased $213,157,000 in short-term 
investments during the year, and had maturities of $104,261,000 on short-term investments.  Due to the global economic recession, 
we had opted at the end of fiscal 2009 to invest our available funds very conservatively and had invested a majority of these funds 
in money market funds and other cash equivalents at March 31, 2009.  During fiscal 2010 we shifted these cash equivalents into 
other short-term investments.  Fiscal 2010 capital expenditures totaled $3,266,000 versus $2,350,000 for fiscal 2009. Investments 
in fixed assets were comprised primarily of information technology expenditures, leasehold improvements, and equipment used in 
production.  

 
At March 31, 2010, short-term investments and cash equivalents were invested primarily in commercial paper, money market 

funds, treasury bills, government agency bonds, corporate debentures and certificates of deposit.  We do not invest in auction rate 
securities.  Although management believes our investment policy is conservative in nature, certain short-term investments in 
commercial paper can be exposed to the credit risk of the underlying companies to which they relate and interest earned on these 
investments is subject to interest rate fluctuations. The maturities within our investment portfolio generally range from 30 to 
365 days.  
 
 Net cash used for financing activities was $4,621,000 in fiscal 2010. Cash was used primarily for the payment of quarterly 
dividend payments totaling $8,031,000 during the year as well as $2,922,000 used to repurchase 51,299 shares as part of our Stock 
Repurchase Program.  Cash provided by financing activities consisted primarily of the receipt of $6,408,000 in proceeds from the 
exercise of employee stock options.   
 
 On November 13, 2009, we modified our Loan and Security Agreement with Silicon Valley Bank to extend the facility through 
November 12, 2010 and to decrease the facility from $40.0 million to $30.0 million to support our routine letters of credit and 
working capital needs.  If we maintain a cash and investments balance of $40.0 million or greater, then the maximum amount 
available for borrowing under the facility is $30.0 million minus the amount of all outstanding letters of credit less certain reserves, 
and minus the outstanding principal balance of any advances.  If our cash and investment balance falls below $40.0 million for a 
period of 30 consecutive days, then the maximum amount available for borrowings under the facility is the lesser of (i) $30.0 
million, or (ii) 80% of eligible domestic accounts receivable minus the amount of outstanding letters of credits adjusted for certain 
reserves and minus the principal balance of any advances.   
 
  The credit facility bears an interest rate of the greater of 4.0% or the Silicon Valley Bank prime rate (4.0% at March 31, 2010). 
The credit agreement is collateralized by certain of our assets and contains certain restrictions, including limitations on the amount 
of distributions that can be made to stockholders, and the disposition or encumbrances of assets, and requires the maintenance of 
certain financial covenants.  As of March 31, 2010, the Company was in compliance with these covenants. 
 
 At March 31, 2010, there were no borrowings outstanding against this credit facility.  Under the terms of the modified credit 
agreement, we are required to pay certain one-time facility fees which are being amortized over the life of the facility.   The credit 
facility which expired in November 2009, also required a fee of 0.50% quarterly on unused amounts under the line of credit which 
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was waived in any quarter in which the average aggregate credit extensions (as defined in the agreement) exceed $25.0 million for 
such quarter. Total expenses incurred related to these fees were $227,000, $214,000 and $157,000 in fiscal 2010, 2009, and 2008,
respectively.

  In the normal course of business, we may provide certain customers and potential customers with performance guarantees, 
which are generally backed by standby letters of credit. In general, we would only be liable for the amount of these guarantees in 
the event of default in the performance of our obligations, the probability of which is remote in management’s opinion.  At March
31, 2010, we had outstanding $21,969,000 in standby letters of credit against the Loan and Security Agreement with $8,031,000 
remaining availability.  No amounts have been drawn against these letters of credit.  

 In recent years, we have funded our operations and capital expenditures with cash generated by operations, including deposits 
from customers on long-term projects and from proceeds received from option exercises. We currently have no amounts drawn on 
our line of credit and believe that our cash flows from operations, cash and investments on hand and available lines of credit are
sufficient to meet the current and foreseeable operating requirements of our business. 

Contractual Obligations:  We lease certain facilities under non-cancelable leases. In addition, in the normal course of business, 
we enter into purchase orders with our vendors for the purchase of materials or services to meet our production needs. The 
following table summarizes our contractual obligations as of March 31, 2010. 

     _________________________Payment due by period__________________________          
(In thousands)     Total  Less than 1 year        1-3 years           3-5 years  After 5 years
Recorded Contractual Obligations: 
Lease financing liability $ 8,377 $ 1,302 $ 2,672 $ 3,000 $ 1,403 
Other long-term obligations  43  9  17  17  — 

Unrecorded Contractual Obligations: 
Operating leases  1,102  192  370  370  170 
Purchase commitments  28,740  28,250  490  —  —

Total $ 38,262 $ 29,753 $ 3,549 $ 3,387 $ 1,573

In addition, in conjunction with the sale of a division in fiscal 2005, the lease for that division’s facility was assigned to the 
acquirer. We remain secondarily liable for the remaining lease payments in the event of default by the acquirer during the lease
term which expires in February 2011. Remaining lease payments at March 31, 2010 totaled $359,000. No accrual for this 
contingent liability has been recorded at March 31, 2010 as payment of this expense is considered remote. 

Inflation: We do not believe that inflation has had a material effect on our results of operations. There can be no assurance, 
however, that our business will not be affected by inflation in the future. 

Off-Balance Sheet Arrangements:  During the fiscal year ended March 31, 2010, we did not have any material off-balance sheet 
arrangements.  

Critical Accounting Policies 

 We consider certain accounting policies related to revenue recognition, inventories and related allowances for obsolete and 
excess inventory, and income taxes to be critical policies due to the estimation processes involved in each. 

Revenue Recognition:  We recognize certain CargoSearch, Z Backscatter and ParcelSearch and Personnel Screening system 
sales and after-market part sales, in accordance with Financial Accounting Standards Board Accounting Standards Codification 
(“FASB ASC”) 605-10, Revenue Recognition, which requires that four basic criteria must be met before revenue can be 
recognized: (1) persuasive evidence of an arrangement exists; (2) delivery has occurred or services rendered; (3) the fee is fixed 
and determinable; and (4) collectability is reasonably assured. 

 Certain of our contracts are multiple-element arrangements, which include standard products, custom-built systems or contract 
engineering projects, services (such as training), and service and maintenance contracts. In accordance with FASB ASC 605-25, 
Revenue Recognition – Multiple Element Arrangements as amended by Accounting Standards Update No. 2009-13 adopted 
retroactively to April 1, 2009, revenue arrangements that include multiple elements are analyzed to determine whether the 
deliverables can be divided into separate units of accounting or treated as a single unit of accounting. The consideration we receive
is allocated among the separate units of accounting based on their relative selling prices determined based on prices of these 
elements as sold on a stand-alone basis, and the applicable revenue recognition criteria are applied to each of the separate units.
Revenues are allocated to a delivered product or service when all of the following criteria are met: (1) the delivered item has value 
to the customer on a standalone basis; and (2) if the arrangement includes a general right of return relative to the delivered item, 
delivery or performance of the undelivered item is considered probable and substantially in our control. There currently is no 
customer right of return in our sales agreements.   
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Income Taxes.

New Accounting Pronouncements  

Generally Accepted Accounting Principles

Fair Value Measurements and Disclosures

Earnings per Share – Implementation Guidance

Derivatives and Hedging

Revenue Recognition (Topic 605) Multiple-
Deliverable Revenue Arrangements (A Consensus of the FASB Emerging Issues Task Force)

Revenue Recognition (Topic 605)—Applicability of 
AICPA Statement of Position 97-2 to Certain Arrangements That Include Software Elements

ITEM 7A. QUANTITIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 



 The cash accounts for our operations in Hong Kong, England, and Abu Dhabi are maintained in Hong Kong dollars, pounds 
sterling and dirhams, respectively. The gains and losses from foreign currency transactions are included in the statement of 
operations for the period and were immaterial. In addition, in fiscal 2010, we purchased for $601,000 one foreign currency put 
option which was outstanding at year end.  This contract did not qualify for hedge accounting treatment and is marked-to-market
through the results of operations at the end of the period. A hypothetical 10% change in foreign currency rates would not have a
material impact on our results of operations or financial position. 

 As of March 31, 2010, we held short-term investments and cash equivalents consisting of corporate debentures/bonds, treasury 
bills, government agency bonds, commercial paper, money market funds, and certificates of deposit. Our primary objective with 
our investment portfolio is to invest available cash while preserving principal and meeting liquidity needs. These investments have 
an average interest rate of approximately 0.5% and are subject to interest rate risk. As a result of the average maturity and 
conservative nature of the investment portfolio, a sudden change in interest rates would not have a material adverse effect on the 
value of these investments.  To minimize this risk, we maintain a significant portion of our cash balances in money market funds.
In general, money market funds are not subject to interest rate risk because the interest paid on such funds fluctuates with the
prevailing interest rate. 

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

 The financial statements and supplementary financial information listed in the Index to Consolidated Financial Statements on 
page 27 are filed as part of this Annual Report on Form 10-K and are incorporated into this item by reference. 

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE  

None.

ITEM 9A. CONTROLS AND PROCEDURES 

Evaluation of Disclosure Controls and Procedures 

 As of the end of the period covered by this report, under the supervision and with the participation of our management, 
including our Chief Executive Officer and Chief Financial Officer, the Company reviewed and evaluated the effectiveness of the 
Company’s disclosure controls and procedures pursuant to Rules 13a-15(e) and 15d-15(e) of the Exchange Act. Based upon their 
evaluation, our Chief Executive Officer and our Chief Financial Officer concluded that our disclosure controls and procedures 
were effective as of March 31, 2010 to ensure that information required to be disclosed by the Company in the reports filed and
submitted by it under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the
Securities and Exchange Commission’s rules and forms, and to provide reasonable assurance that information required to be 
disclosed by the Company in such reports is accumulated and communicated to the Company’s management, including its Chief 
Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure. 

Management’s Report on Internal Control over Financial Reporting 

 Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term
is defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act.  Our management conducted an evaluation of the effectiveness of
our internal control over financial reporting using the framework in “Internal Control-Integrated Framework” issued by the 
Committee of Sponsoring Organizations of the Treadway Commission.  Based on this evaluation under the criteria established in 
“Internal Control – Integrated Framework”, our management concluded that the Company’s internal control over financial 
reporting was effective as of March 31, 2010.  Caturano and Company, P.C., our independent registered public accounting firm, 
has audited the effectiveness of our internal control over financial reporting as of March 31, 2010, and has issued their report
thereon which is included herein. 

Changes in Internal Controls over Financial Reporting 

 There have been no changes in our internal control over financial reporting, as such term is defined in Rules 13a-15(f) and 15d-
15(f) of the Exchange Act, during the quarter ended March 31, 2010 that have materially affected, or are reasonably likely to 
materially affect, the Company’s internal control over financial reporting. 

ITEM 9B. OTHER INFORMATION 

 None. 
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PART III 

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 

Code of Conduct 

ITEM 11. EXECUTIVE COMPENSATION 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED 
STOCKHOLDER MATTERS 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE 

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES 

PART IV 

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 



AMERICAN SCIENCE AND ENGINEERING, INC. AND SUBSIDIARY 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 

PAGE
CONSOLIDATED FINANCIAL STATEMENTS         

CONSOLIDATED SUPPLEMENTARY FINANCIAL INFORMATION 



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Internal Control—Integrated Framework

Internal Control—Integrated Framework



 
AMERICAN SCIENCE AND ENGINEERING, INC. AND SUBSIDIARY 

CONSOLIDATED BALANCE SHEETS 

MARCH 31, 2010 AND 2009 
(Amounts in thousands, except share and per share amounts) 

 
  2010  2009  

Assets      
Current assets:      
Cash and cash equivalents  $        34,912  $      105,419  
Restricted cash and investments  35  35  
Short-term investments, at fair value  144,166  36,384  
Accounts receivable, net of allowances of $330 at March 31, 2010  
     and $286 at March 31, 2009  37,735  36,956  
Unbilled costs and fees  2,078  6,316  
Inventories  45,387  47,975  
Prepaid expenses and other current assets  8,998  7,224  
Deferred income taxes  2,389  1,807   

Total current assets  275,700  242,116  
Building, equipment and leasehold improvements, net  18,216  19,488  
Deferred income taxes  5,171  5,290  
Other assets, net  766  1,393  

Total assets  $      299,853  $      268,287  

Liabilities and Stockholders’ Equity      
Current liabilities:       
Accounts payable  $        10,970  $     10,639  
Accrued salaries and benefits  13,663  10,387  
Accrued warranty costs  965  1,130  
Accrued income taxes   4,203  63  
Deferred revenue  14,975  28,003  
Customer deposits  13,714  14,818  
Current portion of lease financing liability  1,302  1,163  
Other current liabilities  3,913  6,893  

Total current liabilities  63,705  73,096  
Lease financing liability, net of current portion  7,075  8,377  
Deferred revenue  7,271  4,696  
Other long term liabilities  34  52  

Total liabilities  78,085  86,221  

      

Commitments and contingencies (Notes 2 and 9)       
Stockholders’ equity:      

Preferred stock, no par value 
Authorized—100,000 shares 
Issued—None  —  —  

Common stock, $0.662/3 par value 
Authorized—20,000,000 shares 
Issued and outstanding— 9,013,508 shares at March 31, 2010 
   and 8,810,760 shares at March 31, 2009  6,008  5,873  

Capital in excess of par value  97,819  86,477  
Accumulated other comprehensive income (loss), net  33  (47 )  
Retained earnings  117,908  89,763  

Total stockholders’ equity  221,768  182,066  

Total liabilities and stockholders’ equity  $      299,853  $   268,287  

 
The accompanying notes are an integral part of these consolidated financial statements. 
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AMERICAN SCIENCE AND ENGINEERING, INC. AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF OPERATIONS 

FOR THE YEARS ENDED MARCH 31, 2010, 2009, AND 2008 

2010 2009 2008 
Net sales and contract revenues: 

Total net sales and contract revenues

Cost of sales and contracts: 

Total cost of sales and contracts

Gross profit

Operating expenses: 

Total operating expenses

Operating income

Other income (expense): 

Total other income 

Income before provision for income taxes
Provision for income taxes

Net income

Income per share             —Basic
                                           —Diluted
Weighted average shares—Basic
                                           —Diluted
Dividends declared per share



AMERICAN SCIENCE AND ENGINEERING, INC. AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE INCOME 

FOR THE YEARS ENDED MARCH 31, 2010, 2009, AND 2008

Common
Stock 
Shares 

Common
Stock  

Par Value 

Capital in 
Excess of 
Par Value 

Retained
Earnings

Accumulated
Other Comp. 

Income Total
Comprehensive 

Income 
Balance, March 31, 2007 9,186,975 $       6,125 $    105,036 $    56,489      $            48 $    167,698 

Balance, March 31, 2008 8,945,663 5,963 91,544 68,451 114 166,072 $      17,544 

Balance, March 31, 2009 8,810,760   5,873   86,477    89,763                  (47)      182,066   $    28,192 

Balance, March 31, 2010 9,013,508 $       6,008 $      97,819 $    117,908      $              33 $    221,768 $      36,256 



AMERICAN SCIENCE AND ENGINEERING, INC. AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED MARCH 31, 2010, 2008, AND 2008

2010 2009 2008
Cash flows from operating activities:

Cash flows from investing activities: 

Cash flows from financing activities: 

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosures of cash flow information:

Non-cash transactions: 



AMERICAN SCIENCE AND ENGINEERING, INC. AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

1. NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Operations and Basis of Presentation 

Use of Estimates 

Cash and Cash Equivalents 

Restricted Cash and Investments 

Short-term Investments and Cash Equivalents 

Accounts Receivable and Unbilled Costs and Fees 

(In thousands)

Balance at 
Beginning 

of Year

Charged 
(Credited) 

to Costs 
and 

Expenses

Deductions 
or Write-

offs 
Charged to 

Reserves

Balance at 
End of 
Year

2010 
2009 
2008 



Inventories

(In thousands) 2010 2009 

 Total 

(In thousands)

Balance at 
Beginning 

of Year

Charged 
(Credited) 

to Costs 
and 

Expenses

Deductions 
/ Write-

offs 
Charged to 

Reserves

Balance at 
End of 
Year

2010 
2009 
2008 

Building, Equipment and Leasehold Improvements 

(In thousands) 
Estimated 

Useful Lives 2010 2009 



Revenue Recognition 

Revenue Recognition

Revenue Recognition – Multiple Element Arrangements 



Warranty Costs 

Deferred Revenue 

Impairment of Long-Lived Assets 

Accrued Salaries and Benefits 

In thousands) 2010 2009

Customer Deposits 

Research and Development 

Fair Value of Financial Instruments 



Income per Common and Potential Common Shares 

(In thousands except per share amounts)
March 31, 

2010 
March 31, 

2009 
March 31, 

2008 
Earnings per Share - Basic

Earnings per Share - Diluted:

Income Taxes 

Income Taxes

Concentrations of Credit Risk 

Common Stock Dividends  

Date Declared
Dividend per 
common share



Stock-Based Compensation 

Compensation expense for the fair value of stock based awards made to employees and the Board of Directors is recognized 
over the requisite service period for awards expected to vest. The Company estimates the fair value of share-based awards on the
date of grant using the Black-Scholes option pricing model. The Black-Scholes method of valuation requires several assumptions:
(1) the expected term of the stock award, (2) the expected future stock volatility over the expected term, (3) the expected dividend 
yield and (4) risk-free interest rate. The expected term represents the expected period of time the Company believes the options
will be outstanding based on historical information. Estimates of expected future stock price volatility are based on the historic
volatility of the Company’s common stock.  The expected dividend yield was based on the expectation we would continue paying 
dividends on our common stock at the same rate for the foreseeable future.  The risk free interest rate is based on the U.S. Zero-
Bond rate.   

 The Company recognized $5,954,000, $4,940,000 and $5,314,000 of stock-based compensation costs in the consolidated 
statements of income for the year ended March 31, 2010, 2009 and 2008, respectively. The income tax benefit related to such 
compensation for the years ended March 31, 2010, 2009 and 2008 was approximately $2,038,000, $1,724,000 and $818,000, 
respectively.   

 The following table summarizes share-based compensation costs included in the Company’s consolidated statements of 
operations: 

Fiscal Year Ended 

(In thousands) 
March 31, 

2010
March 31, 

2009
March 31, 

2008
Cost of revenues $              975 $                754 $               1,478 
Selling, general and administrative 4,979 4,186 3,836 
Total share-based compensation expense before tax $           5,954 $             4,940 $               5,314 

The fair value of options at date of grant was estimated with the following assumptions: 

Year Ended 
March 31, 

2010 
March 31, 

2009 
March 31, 

2008 
Assumptions:
Expected life 5 years 5 years  3 years   
Risk-free interest rate 2.37% 2.99%  4.1% 
Stock volatility 46% 49% 51% 
Dividend yield 1.2% 1.3%  1.3%   

New Accounting Pronouncements  

Recent Accounting Changes  

 In June 2009, the Financial Accounting Standards Board (“FASB”) issued FASB ASC 105, Generally Accepted Accounting 
Principles, which establishes the FASB Accounting Standards Codification as the sole source of authoritative generally accepted 
accounting principles. Pursuant to the provisions of FASB ASC 105, the Company has updated references to generally accepted 
accounting principles (“GAAP”) in its financial statements issued beginning with the period ended September 30, 2009. The 
adoption of FASB ASC 105 did not impact the Company’s financial position or results of operations. 

 In February 2008, the FASB issued FASB ASC 820-10-65-1, Fair Value Measurements and Disclosures.  FASB ASC 820-10-
65-1 delayed the effective date of FASB ASC 820-10 for nonfinancial assets and nonfinancial liabilities, except for certain items 
that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually) until fiscal years 
beginning after November 15, 2008, and interim periods within those fiscal years. The Company adopted the provisions of FASB 
ASC 820-10 for nonfinancial assets and nonfinancial liabilities effective April 1, 2009.  The adoption of these provisions did not 
have a material impact on the Company’s Consolidated Financial Statements. 

 In June 2008, the FASB issued FASB ASC 260-10-55-76C, Earnings per Share – Implementation Guidance, effective for 
fiscal years beginning after December 15, 2008.  FASB ASC 260-10-55-55-76C clarifies that unvested share-based awards that 
contain nonforfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities and must be 
included in the computation of EPS pursuant to the two-class method. The Company adopted the provisions of FASB ASC 260-10-
55-55-76C effective April 1, 2009 and calculated the impact of this adoption on prior periods.  The adoption of FASB ASC 260-
10-55-55-76C did not have a material impact on reported earnings per share for any period presented. 

 In June 2008, the FASB issued FASB ASC 815-40-15 Derivatives and Hedging. FASB ASC 815-40-15 addresses the 
determination of whether provisions that introduce adjustment features (including contingent adjustment features) would prevent
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Revenue Recognition (Topic 605) Multiple-
Deliverable Revenue Arrangements (A Consensus of the FASB Emerging Issues Task Force)

Revenue Recognition (Topic 605)—Applicability of 
AICPA Statement of Position 97-2 to Certain Arrangements That Include Software Elements

2. LEASE AGREEMENTS 

Leases



Year Ending March 31, Operating Leases Capital Leases

3. LINE OF CREDIT 

4. INCOME TAXES 

(In thousands) 2010 2009 2008 



(In thousands) 2010 2009 2008 

March 31, 2010 March 31, 2009 
(In thousands) Current Non-current Current Non-current 

Income Taxes, 

5. WARRANTY OBLIGATIONS 



(In thousands) 2010 2009

6. STOCKHOLDERS’ EQUITY 

Preferred Stock 

Common Stock and Warrant Offering 

Share Repurchase Program 

Stock Option and Other Compensation Plans 



Stock Options: A summary of the Company’s stock option activity is as follows: 

2010 2009 2008 

Number 
of Shares 

Weighted
Average
Exercise

Price 
Number 
of Shares 

Weighted
Average
Exercise

Price 
Number 
of Shares 

Weighted
Average
Exercise

Price 
Options outstanding, beginning of year 709,254 $    44.47 828,063 $    41.70 887,573 $    37.43 
Options granted 63,993 64.28 64,191 64.13 76,970 63.21 
Options exercised (158,863) 40.34 (161,753) 36.49 (127,635) 23.73 
Options canceled or expired (450) 53.55 (21,247) 56.58 (8,845) 59.71 
Options outstanding, end of year 613,934 $    47.60 709,254 $    44.47 828,063 $    41.70 

Options exercisable, end of year 544,080 $    45.54 625,646 $    41.90 712,356 $    38.74 

Options available for grant 365,572 294,629 145,691 
Weighted average fair value per  
  share of options granted during the 
year $    23.52 $    26.54 $    22.60 

The following summarizes certain data for options outstanding and exercisable at March 31, 2010: 

Number of 
Shares

Weighted
Average Exercise 

Price 

Weighted
Average Remaining 

Contractual Life 
Range of  

Exercise Prices 

Options outstanding: 85,855 $ 6.50–$20.00 $ 12.76  3.26 
67,634   20.01–30.00   28.13  4.24 
32,000   30.01–40.00   39.07  4.68 
71,000   40.01–50.00   45.84  5.33 

130,821   50.01–60.00   53.33  5.11 
   226,624  60.01–67.98  65.04 6.49 
   613,934  $     6.50-$67.98 $ 47.60  5.27 

Options exercisable: 85,855 $  6.50–$20.00 $ 12.76 
67,634   20.01–30.00   28.13 
32,000  30.01–40.00  39.07   
71,000  40.01–50.00  45.84 

126,960  50.01–60.00  53.39   
    160,631   60.01–67.98   65.35
    544,080      $ 45.54

The total intrinsic value, representing the difference between market value on the date of exercise and the option price, of stock 
options exercised during fiscal 2010, 2009 and 2008 was $4,796,000, $5,265,000 and $4,892,000, respectively.   Nonvested stock 
option awards are subject to the risk of forfeiture until the fulfillment of specified conditions. As of March 31, 2010, there was 
$843,000 of total unrecognized compensation cost related to nonvested stock option awards granted under the Company’s stock 
plans. This cost is expected to be recognized over a weighted average of 1.2 years.    

The Company realizes a tax deduction upon the exercise of non-qualified stock options and disqualifying dispositions of 
incentive stock options due to the recognition of compensation expense in the calculation of its taxable income. The amount of the 
compensation recognized for tax purposes is based on the difference between the market value of the common stock and the option
price at the date the options are exercised and/or sold. These tax benefits are credited to additional paid-in capital if it is considered 
more likely than not that they will be realized. During fiscal 2010, 2009 and 2008, a tax benefit of $1,087,000, $1,284,000 and
$1,350,000, respectively, was recorded to additional paid-in capital for exercises and/or sales of stock options or stock.  

Restricted Stock and Restricted Stock Units:  The Company has instituted long term incentive plans for certain key employees. 
These plans call for the issuance of restricted stock which vests upon the achievement of certain performance based goals as well
as service time incurred.  Restricted stock and restricted stock units may also be granted to other employees with vesting periods 
that range from one to three years.  In addition, annually on January 10th the Board of Directors is granted restricted stock. These 
restricted stock shares vest on a pro-rata basis on service time performed over a one-year period.  The fair values of these restricted
stock awards are equal to the market price per share of the Company’s common stock on the date of grant. 

 Nonvested restricted stock and stock unit awards are subject to the risk of forfeiture until the fulfillment of specified conditions. 
As of March 31, 2010 there was $3,935,000 of total unrecognized compensation cost related to nonvested restricted stock and 
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2010 2009 2008 

Number 
of Shares 

Weighted
Average
Exercise

Price 
Number 
of Shares 

Weighted
Average
Exercise

Price 
Number 
of Shares 

Weighted
Average
Exercise

Price 

7. BUSINESS SEGMENT INFORMATION 

Segment Reporting, 

Geographical Data 

Fiscal Year 
(Dollars in thousands) 2010 2009 2008 

Percent of International Revenue by Major Region:

Fiscal 2010

Fiscal 2009

Fiscal 2008



8. FAIR VALUE MEASUREMENTS 

Fair Value Measurements and Disclosures, 

Level 1

Level 2

Level 3

(In thousands) March 31, 
2010

March 31, 
2009

Level 1 – Financial Assets 

Level 2 – Financial Assets



Amortized 
Cost 

Gross 
Unrealized 

Gains 

Gross 
Unrealized 

Losses Fair Value 
2010: 

2009: 

     Total 

Derivative Financial Instruments 

9. COMMITMENTS AND CONTINGENCIES 

Lease Liability 

Purchase Commitments 



Employment Agreements 

Retirement Savings Plan 



AMERICAN SCIENCE AND ENGINEERING, INC. AND SUBSIDIARY 
UNAUDITED QUARTERLY CONSOLIDATED FINANCIAL DATA 
FOR THE YEARS ENDED MARCH 31, 2010 AND MARCH 31, 2009 

(In thousands, except per shares amounts) 

2010 by quarter 2009 by quarter 

 1st 2nd 3rd 4th 1st 2nd 3rd 4th 

Net sales and contract revenues $ 54,692 $ 61,248 $   54,889  $   71,264  $ 39,494 $ 56,293 $ 65,290    $ 57,290 
Gross profit $   25,620  $ 29,454 $ 22,627 $ 33,369 $ 14,529 $ 22,527 $ 28,760 $ 27,149 
Operating income $ 11,112 $ 16,494 $ 8,851 $ 17,867 $ 3,267 $ 10,957 $ 14,813 $ 12,987 
Net income $  7,336 $ 10,695 $ 5,819 $ 12,326 $ 2,689  $ 7,361 $ 10,059 $   8,244 
Net income per share 

—Basic  $ 0.83 $ 1.21 $ 0.65 $ 1.37 $ 0.31  $ 0.85 $ 1.16 $    0.94 
—Diluted $ 0.81 $ 1.18 $ 0.64 $ 1.34 $ 0.30  $ 0.83 $ 1.13 $ 0.92 
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SIGNATURES 

Signature Title Date 



EXHIBIT INDEX 

Exhibit
Number 

Description of Exhibit 
(and Statement of Incorporation by Reference, If Applicable) 





Exhibit 23.1 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 



Exhibit 31.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER 
Section 302 Certification 

President and Chief Executive Officer 



Exhibit 31.2 

CERTIFICATION OF CHIEF FINANCIAL OFFICER 
Section 302 Certification 

Senior Vice President. Chief Financial Officer and 
Treasurer



Exhibit 32.1 

CERTIFICATION PURSUANT TO 
SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

President and Chief Executive Officer 



Exhibit 32.2 

CERTIFICATION PURSUANT TO 
SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

Senior Vice President, Chief Financial Officer and 
Treasurer

 



American Science and Engineering, Inc.
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