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Raven continues to generate solid sales and profit growth in spite of difficult
market conditions. It was our eighth-consecutive year of record earnings

per share, with sales to the agricultural market reaching all-time highs. Our
earnings growth of 9% was respectable but not up to our stated goal of 15%.
Difficulties in our residential construction and related markets reduced
results for the year. We continue to generate strong profit margins and high
returns on invested capital. These are the metrics we believe demonstrate
Raven's strength and reinforce the confidence we have in the future.
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FINANCIAL HIGHLIGHTS

Dollars in thousands, except per-share data
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PERFORMANCE

Operating income margin. .. ........ouueeninnennnennnns
Returnonnetsales. ...
Return on average assets . . ........vvvvieenennnnnninnnn.
Return on beginning shareholders’ equity
Shares and stock units outstanding, year end (in thousands) . . . .

For the years

ended January 31
2008 2007 change
$233,957 $217,529 7.6%
41,145 38,302 7.4%
27,802 25,441 9.3%
$ 153 $ 139 10.1%
0.44 0.36 22.2%
6.52 5.45 19.6%
17.6% 17.6% —
11.9% 11.7% 1.7%
20.8% 22.5% —7.6%
28.3% 30.1% -6.0%
18,130 18,044 0.5%
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Raven’s revenues saw a five-year compound
annual growth rate (CAGR) of 14.4% and
reached another record. While growth slowed
due to softness in some of our markets, this
was more than offset by strength in our

Flow Controls Division.

Earnings per Share

Sales per Employee

(dollars) (dollars in thousands)
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Earnings per share also reached a new high
and reflected a 20.6% five-year CAGR.

in fiscal 2009.

2003 2004 2005 2006 2007 2008

By investing in its higher value-added
businesses, sales per employee reached
Another year of earnings growth is expected its 10th-consecutive record.
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To Our Shareholders, Employees and Customers

Raven strengthened its financial condition and reported another
year of record results. We faced some tough market conditions,
especially in building construction, but made solid progress
in improving product quality, developing new products and
expanding distribution. Raven’s financial results were driven
by the outstanding performance of its Flow Controls Division.
Our company posted its eighth-consecutive year of record
earnings per share, which have grown from $.31 to $1.53
during this time.

Results Reflect Solid Business Model

Last year’s results fell short of long-term goals for sales and
profit growth, but demonstrated the strength and sustainability
of Raven’s business model and the effectiveness of our diversi-
fied business operations.

 Sales increased 8% to a record $234 million.

* Net income grew 9% to $27.8 million, also a record, while
earnings per share rose 10%, to $1.53.

* The quarterly dividend per share increased 22%, our
21st-consecutive annual increase.

* Raven’s stock price had a roller-coaster ride during the
year. After beginning the year at $28.43, it hit an all-time
high of $45.85, before falling back to end the fiscal year
at $30.02.

One Company - Four Strong Businesses

Raven has four terrific businesses that are leaders in their fields.
Knowing that cheap labor is not a sustainable business strategy,
we structured our operating units around innovation, quality,
customer service and technical support.

Ronald M. Moquist
President & Chief Executive Officer

We never stop evaluating our businesses to ensure they are
sustainable and can provide the targeted returns on invested
capital. Our strategy is to optimize core businesses and to dis-
continue non-strategic product lines. For Raven to achieve its
long-term profit growth goal of 15%, not every business seg-
ment must deliver that level of growth. That’s a real advantage
when one of our operations is caught in a market down-cycle,
as was the case with the Engineered Films Division last year.
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Engineered Films Faces Tough Market

The Engineered Films Division (EFD) produces high-strength
plastic sheeting for industrial, construction, geomembrane and
agricultural applications. The past year was a difficult one for
EFD, with sales down 7% and operating income off 25%. We
knew that sales would suffer in comparison with the previous
year, which had $10 million of disaster-relief tarp sales related
to hurricane recovery efforts. Two other factors compounded
the situation: rising material costs and the competitive pricing
pressure in the construction market, which makes up 40% of
EFD’s revenues. We don’t see any short-term relief.

Raw material costs, mainly polyethylene resins, began climbing
in mid-2007. They continued to rise for the rest of the year,
increasing from $.60 per pound to $.80 by year-end. In the past,
we had the ability to pass those increases to our customers,
but because of the weak marketplace, that was no longer
possible. We don’t see this changing soon, and expect operating
income in EFD will increase only modestly in the year ahead.
As the construction market rebounds, pricing and margins will
firm up.

In spite of those issues, I am more confident than ever that the
manufacturing capacity and capability we added in the past
18 months will drive long-term profitable growth. Exciting
new products — such as our multi-layer radon gas barrier for
healthy-home construction — will lead the way, together with
geomembrane products that serve a growing market for high-
performance barrier films.

Record Performance at Flow Controls

The Flow Controls Division (FCD) had an exceptional year.
Sales were up 41% and operating income rose 89%. Farm cash
receipts are at an all-time high, as demand for corn and soy-
bean-based renewable fuels accelerates. However, growers’ net
income is being moderated by high input costs related to fuel,
fertilizer, seed, chemicals and insurance. These cost drivers
work in Raven’s favor, as our precision control systems are
designed to minimize input costs and maximize output and har-
vest yield. One example is the high cost of nitrogen fertilizer,
which is taking sales of our anhydrous ammonia application
control systems to all-time highs.

FCD is certainly helped by a strong agricultural market, but our
growth is also being driven by new products, expanding distri-
bution and growth in international markets. International sales
are currently 16% of the FCD total, with the potential to grow
to a much higher level.

We are investing 6.6% of FCD sales into new product innova-
tion and are building out the division as rapidly as we can. The
breadth of our product offering, combined with 30 years of

Strength and Drive

serving this market and strong brand recognition, are serving
us well. The Flow Controls Division will be the main factor in
Raven’s growth for the coming year.

Mixed Results for Electronic Systems

Our Electronic Systems Division (ESD) had a respectable year,
with sales up 2% but operating income down 5%. ESD works
with a small base of Fortune 500 companies and specializes in
low-volume, high-mix contract electronics manufacturing that
requires a high degree of engineering support and customer
service. We build printed circuit boards and sub-assemblies
for the avionics and aerospace industry, and these were strong
markets last year. On the negative side, sales of one of our
key products — electronic bed controls — were down 20%.
We do not see that trend changing soon, because the downturn
in new home construction and home improvements is nega-
tively affecting this market.

One of our top accounts was recently acquired by a foreign
company, which is taking its business to another manufacturer.
The loss of this sales volume can’t be fully offset by short-term
growth in our industrial and avionics accounts. Long-term,
ESD will grow through a new strategy of developing and
acquiring proprietary products in addition to increasing our
base of contract manufacturing customers.

Turnaround Continues at Aerostar

Our Aerostar subsidiary increased sales by 18% and oper-
ating income doubled, although on a very small profit base.
We would have done better if not for government-directed
delays in parachute shipments. Aerostar has finally turned the
corner on its restructuring and is now focused on three major
product areas:

» Aerostats, airships and high-altitude research balloons
» Military parachutes
* Specialty protective-wear for government agencies

Aerostar’s long-term future ultimately will be driven by our
success in aerostats — for both military and commercial use.
A new product we developed this past year — a tethered blimp
equipped with electronic sensors and radio equipment and
mounted on a large flat-bed trailer for mobility — can be used
for border security, intelligence gathering, scientific experi-
ments and emergency communication systems. This is a
product with tremendous revenue potential. Aerostar’s backlog
is double last year’s, pointing to a very strong year of sales
and profit growth.
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To Our Shareholders, Employees and Customers

Cash Management and ROI

Cash is king at Raven. Cash is real ... it can’t be manipulated. It
is central to all we do at Raven, and we know how to generate
it. Our balance sheet is clean, with no debt and $23 million in
cash and investments. We ended the year with inventory about
$4 million higher than it needed to be, and we can generate
additional cash as we bring it down to a more reasonable level.
Here are our cash management priorities:

¢ Invest in organic growth whenever we can achieve a return
on investment of at least 15%.

e Increase the cash dividend annually.

e Repurchase Raven shares and/or pay a special dividend
whenever we have excess cash.

* Make small, strategic acquisitions that can be bolted on to
one of our core high-margin businesses.

» Free up cash by improving inventory turns at least 10%
per year.

Three-Year Capital Equipment Investments
FY 2008 FY 2007 FY 2006
$6.6 million $16.5 million $10.4 million

Seventy-four percent of capital investments over the past
three years went to our Engineered Films Division. With a
projected return of 15-20%, our investments create significant
economic value.

Over the last two years, it was tempting to leverage the bal-
ance sheet and add debt. We did the opposite. We built our
cash position and now have the financial flexibility to move
in whatever direction brings long-term growth and value to
our shareholders.

While we lost some ground on our return on equity in the past
two years, that was mainly due to our growing equity base and
cash reserves.

By the end of the current year we should have a total of
$40 million in cash. We are committed to returning 30% of
earnings to our shareholders as dividends. Any stock buybacks
or special one-time dividends would be additional.

FY 2008 FY2007 FY2006 FY 2005
Annual EPS Growth 10.1% 5.3% 36.1% 29.3%
Return on Equity 28.3% 30.1% 36.7% 26.9%
Return on Assets 20.8% 22.5% 24.9% 21.3%
Return on Sales 11.9% 11.7% 11.9% 10.6%
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U.S.-based Manufacturing Strategy

All of Raven’s manufacturing is done in the United States,
with the bulk of that in South Dakota. This strategy may seem
outdated to some, but it actually contributes to our quality,
customer service and profitability. We source raw materials and
components on a global basis, but process and assemble them
locally. We can do this because cheap labor is not our primary
driver. We focus on innovation, technology, process control
and trained personnel. At some point, we will develop off-
shore manufacturing capability. But it won’t happen because
we could not compete with our American labor base. It will
be driven by a strategy to sell more products into targeted
international markets.

Our Long-term Growth Strategy

Our primary growth strategy is to drive profitable organic sales
in high-margin, capital-efficient niche markets where we can be
a leader. We avoid labor-intensive, commodity-type products.
Our goal is to increase sales 12% and earnings 15% per year
on average. We intend to achieve these targets by investing
in new products and capabilities, building out distribution
channels and expanding our geographic reach — especially in
South America and Europe.

Acquisitions could play a role in our growth — but they won’t
be significant. Acquisition candidates must fit within one of
Raven’s four core business units, increase long-term share-
holder value and be purchased at their intrinsic value or less.
Not many targets meet those basic criteria, which is why we do
so few acquisitions.

Every year brings changes and the need to adapt. We don’t
fall in love with any of our businesses — it’s performance that
counts. Yet some operations go through down-cycles, as is
the case with Engineered Films. Some businesses take time to
reach their potential, which happened with Aerostar. Some are
going through a repositioning, as in Electronic Systems. Not
every one of our four operations is going to perform at a high
level every year, but together they have the strength and drive
to achieve our long-term profit goals. That gives us a big advan-
tage over single-product competitors who struggle when their
markets are in recession.



We continue to use tools such as Six Sigma and Lean
Manufacturing to continuously improve quality, eliminate
waste and reduce cycle times. Every year the goal is to improve
productivity 6% and increase inventory turns. You can’t save
your way to success, but neither can you grow profitably if
margins are compressed by rising costs.

The Benefit of a Strong Board

I have had the opportunity to see and experience corporate
governance and the role a strong board of directors can play.
At a time when many boards defer their responsibilities to
outside experts rather than exercise the experience, judgment
and knowledge for which they were retained, the Raven board
continues to provide strong oversight and guidance to our
executives. Raven’s board challenges as well as supports and
encourages management. Our directors never forget that their
primary role is to oversee how the company serves the interests
of shareholders and other stakeholders.

Strength and Drive

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

Strength and Drive

Each day we have to earn the trust of shareholders, and nothing
builds this like performance. Not every year will be great, but
every year must instill a belief that we optimized the market
situation handed to us — that we have a plan for success — and
that we have the talent to execute that plan.

We were pleased to be named by Forbes as one of the top
200 Small Companies in America. In the past two years we have
been listed at 85 and 68. That doesn’t happen without a superb
group of employees who have the talent and drive to succeed.
My thanks to all of them — and to you, our shareholders, for
your continued support and confidence.

Y oo

Ronald M. Moquist
President & CEO

March 28, 2008

Raven executive team from left to right:

CFO Thomas lacarella,

Executive VP of Flow Controls Daniel Rykhus,
President and CEO Ronald Moquist,

VP of Engineered Films James Groninger,
Aerostar President Mark West,

VP Administration Barbara Ohme,

VP of Electronic Systems David Bair

RAVEN INDUSTRIES 5



Business Profile

While Raven's four operations serve different markets, they have these strong growth factors:

e Significant share in their niche markets, which supports profitable expansion

e A business model that avoids labor-intensive commodity products — and offshore competition

e Strong cash generation and continued reinvestment in new products and capacity

e A high level of customer service through a combination of up-front sales consultation, materials management,
quality control and after-sales support

Operating Unit

Products or Services

Markets/Product Uses

Engineered Films

o String reinforced plastic (polyethylene) sheeting:
DURA-SKRIM®

e Extruded polyethylene film that can be formulated and
tailored to a customer’s specifications: RUFCO®

e Barriers against weather and air: FORTRESS™

* Vapor retarders and gas barriers to prevent moisture from
seeping through concrete slabs or walls: VaporBlock®
underslab vapor retarder

¢ Energy and geomembrane: oilfield pit liners, floating
covers, remediation liners and covers, landfill caps,
pond and canal linings

e Construction: temporary building enclosures, house
wraps, disaster films, vapor retarders, gas barriers

¢ Manufactured housing: transit enclosures, house wraps

e Industrial: multilayer packaging films, lamination films,
containment tubing

o Agriculture: temporary grain covers, silage bunker
covers, poultry house ceilings, waste disposal liners

e Ag equipment guidance systems: Cruizer™
e Spray equipment rate controllers: SCS Series™

* Precision ag product application, steering and data
management systems: Viper™, Envizio Plus™

* Ag equipment boom management and applications
systems: SmartBoom™, AccuBoom™, AutoBoom™

o Tractor steering systems: SmarTrax™, QuickTrax™

* Navigational guidance for professional ship pilots:
Starlink™

 Domestic and international agricultural OEMs and
sprayer manufacturers

e Agricultural equipment aftermarket
¢ Marine ship pilots

e Contract manufacturing of low volume/high mix industrial
products that stand up to harsh environments
with great reliability

® Repair/warranty service management and
product distribution

¢ High levels of engineering support and
customer service

e Primarily Fortune 500 industrial OEMs in North America

e Markets served by customers include industrial controls
and instrumentation, aerospace/aviation, communication,
defense

Aerostar

¢ High-altitude scientific research balloons

¢ High-altitude airships that reach near-space (60,000-
80,000 feet) for communications, data relay, surveillance

o Tethered aerostats (blimps) for military, homeland security
and scientific use

e Military parachutes

¢ Clothing to protect from exposure to biochemicals,
fuels and fumes, extreme cold weather

e U.S. and foreign governments

e U.S. and international military forces
* Homeland security

* NASA

e Scientific agencies and universities
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Sales by Operating Unit

[ Engineered Films

Competitive Strengths

[ Flow Controls [ Electronic Systems

Milestones

[ Aerostar

Income by Operating Unit

o Vertically integrated manufacturer: offering extruded
blown film, lamination and conversion

¢ |nstalled new equipment capable of manufacturing
specialty multi-layer films for markets not previously

Engineered Films Sales
(dollars in millions)

. . 91.1
* Broad product line including mono- to seven-layer served $82.8 — $84.8
co-extruded film and reinforced laminated sheeting, ¢ Moved to a market-specific approach to sales
from .003 to .045 inches thick ¢ New product introductions: radon, methane and $58.7
e Superior target marketing oxygen barrier films $2.6
¢ S0 9001:2000 certification $35.1 H
2003 2004 2005 2006 2007 2008
 Market leader for agricultural sprayer controls e Introduced new products, including Cruizer™, Flow Controls Sales
e Large installed base of sprayer controls Viper PRO™, Envizio PRO™ (dollrs in millons) 5643
e Strong brand recognition and distribution network * Focus on _i“tematig”a| markets led to sales '
e Wide range of precision agricultural products contribution of 164’ o $475 §455
o Excellent after-sale service o Strepgthene_d reIatlon,shlps with Igrge OEMs tha’g $40.7
are integrating Raven'’s products into their machine $35.1
designs ﬁ
2003 2004 2005 2006 2007 2008
e Advanced manufacturing technology ¢ Expanded lead-free manufacturing capabilities Electronic Systems Sales
e Full-service provider, from engineering and « Significantly improved on-time delivery rates through ~ (doflers in millions) $67.6
manufacturing to customer service use of Six Sigma $663 2272
® Close partnership with customers e Continued to contribute good levels of cash flow $56.2
¢ |PC certification to produce lead-free electronics e Introduced proprietary GPS-accessories product line G386 §443 $47.0
assemblies .
S0 9001:2000 certification
2003 2004 2005 2006 2007 2008
e Sole source in U.S. for scientific research balloons * Began manufacturing military personnel parachutes Aerostar Sales
e Over 50 years of experience in manufacturing o Secured fuel handler coverall contract (dollars in millions) $21.7
stratospheric balloons * Won U.S. Navy survival suit contract 3207 ===
* Best technology for high-speed sewing and sealing * Successful introduction of tethered aerostat with $17.4 = $17.3
Of SpeCIa|ty f|ImS and fabncs transport and Support equipment $14.7
e Secured contract for a high-altitude unmanned airship
2003 2004 2005 2006 2007 2008
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RAVEN Engineered Films Division

“Engineered Films is the
industry innovator, and
this is what will bring us
growth and profitability.
We have looked at where
the business needs to be
in five years and made
many of the investments
in people, technology and
equipment that we’ll need
to get there. ”

James D. Groninger,

Division Vice President

and General Manager
— Engineered Films Division
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Strong Business Model

Plastics touch virtually everything in our lives, from packaging to storage
and protection to finished goods. This makes it a huge market — and an
excellent source of long-term growth for Raven.

We are vertically integrated. We handle the three key film produc-
tion processes: 1) extrusion — creating up to seven-layer plastic sheeting
from polyethylene pellets, 2) lamination and string reinforcement
— enhancing the strength of extruded films, and 3) conversion — custom-
izing the sheeting with special properties, such as coverage area, texture
and print. As a result, our customers can gain access to a wide range of
products through a single source. The combination of expanding our
capacity with state-of-the-art equipment last year, and a production
process that is ISO 9001:2000 certified, also qualifies us to serve more
types of domestic markets than most of our competitors.

We have a strong research and development capability.
Our experienced design team helps us create custom solu-
tions for our customers. This group also develops variations of
existing products — either adding more characteristics, or enhancing
properties while reducing the thickness of the film. The result is products
with different “levels” of performance that meet the needs of a wide range
of customers. In addition, we have a world-class quality control lab that
performs extensive product testing.



We have close relationships with our customers. They
often come to us with new product ideas and leverage our R&D
expertise. Customers can purchase time on our production lines
to test their product ideas on the most technologically advanced
equipment in the industry. They can have us create short runs
of their products. We make the process as effortless as possible:
going out of our way to communicate at every step, and provid-
ing exceptional service and quick response times.

Sound Markets

Two market-related factors depressed Engineered Films’ perfor-
mance this past year. First, the level of disaster film sales in
previous years was unsustainably high and could not be repeated.
Second, a softening economy — particularly in residential
construction — led competitors that traditionally concentrated in
other film markets to enter some of ours with price discounting.
But we remain in the right markets, which offer many opportuni-
ties for growth.

Two of our important markets are energy and geomembranes.
Energy continues to be fueled by record prices for oil, sparking
increased drilling and the need for our containment liner products
to help protect the environment.

While geomembranes are a mature market, we are pursuing new
niche opportunities. One example is a geomembrane that is NSF
(National Sanitation Foundation) certified. About 90% of the fish
consumed in the U.S. are grown on farms — to which we now can
supply pond liners. Another example is water conservation. In
the Southwest, farmers want to line their irrigation canals with
our geomembranes to ensure precious moisture is not lost into
the soil — something that wasn’t a concern five years ago.

There are many industrial applications for our engineered
films, including manufacturing or packaging operations. We are
designing products that help farmers save money or increase
productivity. While this can be a long sales cycle — because of the
amount of testing involved — we are working with the right types
of customers to generate long-term growth.

Strength and Drive

Drive to Succeed

Last year, we made progress on our long-term growth initiatives.
We expect this fiscal year will be an important one for us, as we
take those initiatives to the next level.

The investment we made in expanding our capacity and adopting
new technologies will allow us to reap three benefits. First, we
plan to introduce a greater number of new products. One example
is a house wrap with improved handling characteristics. We also
expect to see sales from new gas barrier products that will protect
people from harmful fumes from one or more of these sources:
gasoline, diesel fuel, radon, and methane found in landfills.

Second, we’ll be more innovative. New manufacturing technol-
ogy allows us to replicate the exact color and quality of products
to customers year after year. It will help us use automation
to improve productivity as well as the working conditions for
our employees.

Third, we’ll be more flexible to meet market demand. We can
quickly change our equipment from manufacturing one product
to another. We also can alter the formulations of our products
to meet the different levels of performance. One example is
“down gauging” to create a thinner, lower cost, more “green”
solution for the customer without sacrificing performance. And
by running more products with thinner gauges, we are able to
achieve higher throughput on our existing capacity — a source of
incremental profit.

Since our customers want to deal with specialists, we aligned
our sales force by end-use market rather than geographical terri-
tories. The result is stronger relationships with these customers
as well as those who specify our products, such as architects and
engineers. We also gain deeper insights into our competition in
each area. In addition, we’re doing a better job of sharing infor-
mation among salespeople, so customers can quickly get answers
even if their primary contact is not immediately available. We are
continuing to build out our sales team. Our most recent addition
is an agricultural product specialist.

Increased competition in some market niches, continued raw
material price volatility, and a flat economy will make this a chal-
lenging year. However, our combination of close relationships
with customers, and new products — particularly house wraps,
geomembranes and gas barriers — should lead Engineered Films
to higher sales and profitability. ®
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RAVEN Flow Controls Division

““Flow Controls is a
precision technology
supplier that serves the
ag market. We support
our OEM customers by
making their machines
more effective. And

we add value to the

aftermarket by increasing

the efficiency of a grower’s

existing equipment. ”

Daniel A. Rykhus,
Executive Vice President
and General Manager

— Flow Controls Division
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Strong Business Model

Flow Controls’ substantial increases in revenues and operating income
last year were buoyed by a strong U.S. and international agricultural
market. However, it was the operation’s business model that enabled it to
grow faster than the industry.

‘We use proven technologies to create proprietary products. Flow
Controls is known for developing products that solve ag production
problems related to applying pesticides and nutrients. The operation takes
technologies introduced in other markets, such as wireless communica-
tions and global positioning systems (GPS), and creates breakthrough
products for the agricultural market. This approach reduces development
costs and shortens the new product cycle.

We have an effective approach to distribution. Working closely
with distributors, we reach the aftermarket in the U.S. and key inter-
national markets: Argentina, Australia, Brazil, Canada, Europe and
South Africa. We make it easy for them to market our systems, by
ensuring distributors are well trained, understand our products, and
have support when they need it. This approach led to explosive growth
last year. We also have strong relationships with important agricultural
equipment manufacturers.



We create near- and long-term growth opportunities.
Having a solid new product pipeline keeps our business strong.
The process begins by reviewing our current suite of products.
We look for opportunities to build on the technologies and
distribution networks already in place. Last year, this led us
to build out our steering and guidance lines. We also have an
Advanced New Product Group that evaluates future trends — in
technology as well as in agriculture — and uses this to direct our
longer term investments.

Growing Markets

We focus on the U.S. and select international markets for two
reasons. First, they either are established markets that must
maximize the available acreage, or they represent the fastest
growing emerging markets. Second, growers in these areas
have shown they want to adopt higher technology application
practices. Several trends are driving the demand that we expect
will keep agriculture growing at a brisk pace for at least the next
three years.

Land use is changing. This is happening because of a greater
emphasis on renewable fuels. More acres are being planted in
corn, and more growers want to plant it continuously. To do this
successfully, they have to closely monitor the amounts of chemi-
cals, such as nitrogen and pesticides, and the areas where these
are applied. Regulation also is increasing. Growers will need to
have accurate records of the types of chemicals used, where and
over what periods. Our Viper PRO™ computer tracks this data
for each field and can send data wirelessly to a desktop or note-
book computer for easy analysis and datalogging. In addition, we
will be providing diagnostic services over the Internet to ensure
maximum up-time.

Input costs, such as fertilizer and diesel fuel, are rising. Growers
also are changing their cropping practices. They increasingly
choose a no tillage approach, which preserves the land but
requires more frequent spraying. Because growers operate their
equipment with greater frequency, they want to do this as effi-
ciently as possible, and avoid issues such as gaps or overspray.

One of the results will be more demand for products such as our
new Cruizer™ guidance and steering system. This compact 3-D
system is designed for growers who do not yet have a guidance
system, allowing them to adopt the technology at half the price of
similar products. The combination of our steering and guidance
systems with AutoBoom™, which automatically adjusts boom
height to ensure even spraying of an uneven field, helps reduce
their costs while improving their accuracy.

Strength and Drive

Drive to Succeed

Our first goal for this year is to further strengthen Flow Controls’
international expansion. We added a precision ag specialist
in eastern Canada, where we had very little presence, and are
developing a stronger network of dealers throughout the country.
We also increased our support of the Australian market.

In addition, we established a relationship with a distributor in
Ukraine and already are generating sales there. We also are
reviewing our opportunities in Brazil.

Our ultimate objective is to increase international sales to more
than 25% of total Flow Controls revenues from their current
16%, while continuing to expand our domestic revenues.

Our second goal for this year is to further refine our product
line, to make us more competitive and improve profitability.
This already resulted in a product that premiered in February.
FarmPro™ is a dual-frequency RTK steering system we
created with a partner, which provides steering accuracy within
2 centimeters. Its initial reception has been very positive. While
we do not expect to match the record number of products
introduced last year, we will continue a steady stream of refine-
ments, and increase our commitment to advanced product
development activities.

Our third goal is to wisely allocate our engineering resources.
New product development, existing product improvement, and
process change to support our production capacity are important
engineering initiatives. These projects will improve our com-
petitive position both in the U.S. and internationally. We also will
review acquisition opportunities that represent a good strategic
fit, giving us access to complementary products, engineering
expertise, and effective distribution channels.

Flow Controls has grown by developing and controlling proprie-
tary technologies that provide solutions to growers in this country
and abroad. We will continue to make additions to our suite of
products and improvements on our current offerings, increas-
ing the value we offer to our OEM partners and those who use
our systems. H
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RAVEN Electronic Systems Division

““We have a vested interest
in making customers
more successful. We help
improve their design and
systems — as well as our
own — to create a seamless
supply chain. This puts

us in a great position to
anticipate their needs or
respond quickly. That’s
something they’ll never
get with an offshore
company. »”

David R. Bair,

Division Vice President

and General Manager
— Electronic Systems Division
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Strong Business Model

Electronic Systems takes an unusual approach to providing electronics
manufacturing services. Seeking out short run, high product mix oppor-
tunities, our goal is to be a true partner with a small number of select
companies, giving them the personal attention they deserve. As a result,
most of our sales increases come from growing with them.

We are an extension of our customers’ operations. Our engineers
work with customers to design products that can be efficiently and cost-
effectively produced. Our material management experts identify the right
raw materials and vendors. Our quality control professionals design the
right tests and discuss how to improve the results. Our customer value
teams ensure customers have access to these and other resources, that
scheduling is coordinated, and customers are satisfied. This is a true
collaboration. And we handle repair and warranty service or product
distribution as customers request it. Those who leverage our expertise
see higher quality products at a lower cost. The longstanding customer
relationships that result reinforce our competitive advantage.

‘We offer technologies customers may not have. One example is our
ability to produce lead-free electronic assemblies. We are one of only
about a dozen firms worldwide to be certified for this. In addition, our
engineers can help customers convert from lead-based products, handling
what can be a complex redesign process, so their engineers can focus on



creating new products. We can provide the latest technology,
handling surface-mount components the size of a flake of pepper.
Many times older products are still in demand. Not everyone has
the technology to make these products — but we do. For example,
we can mount components using older through-hole technology.

We are committed to improving quality while removing
costs. Six Sigma and Lean Manufacturing techniques are part
of Electronic Systems’ culture. Last year, we worked with a
customer to create a single communication channel that allowed
us to improve on-time delivery from 52% to more than 90%. As
these process improvements bring cost savings, we share some
of this with customers. The rest is reinvested in strengthening
our capabilities to better serve customers, while still provid-
ing Electronic Systems with some of the strongest margins in
its market.

Opportune Markets

Our diverse customer base reaches sizable markets. This increases
the chances that softness in one area can be offset by sales in
another niche or market.

Industrial controls and instrumentation is a good example. The
bed frame controls market is dependent on residential housing.
That market will be slow again this year. However, our business
in commercial building controls for heating, ventilating and air
conditioning actually benefits when older buildings are being
maintained rather than replaced with new ones. We provide
parts to keep older systems running, so our clients can focus on
developing newer ones. And as the new systems age, we begin
to support these.

According to our research, the aerospace/aviation industry is
expected to grow more than 8% annually for the next several
years. This is driven by higher demand for corporate planes,
and the need to replace aging U.S. commercial jets as travel
increases. We are benefiting from having a number of systems
on aircraft — from environmental controls to landing gear to fuel
tank monitoring.

Most of our work for defense and homeland security is in
communications equipment. One reason we expect to see higher
growth here is by serving the need for secure wireless systems
that allow different military and government agencies to commu-
nicate with each other.

Strength and Drive

Drive to Succeed

Last year we made progress on most of our goals. Six Sigma,
Lean Manufacturing and our first Tiger Team of employees,
working together across department lines, allowed us to continue
removing costs from our business while doing a better job of
serving customers.

We strengthened our manufacturing capabilities by expanding
circuit testing abilities and automated optical inspection — allow-
ing us to identify and correct any problems earlier in the process.
Just as important as the $1 million we spend annually on capi-
tal equipment purchases is having the power and resources of
Raven’s sizable organization behind us.

We did not make enough progress on inventory turns, which
were flat with the prior year. This situation began to improve late
in 2007, as we boosted one customer’s on-time delivery rate. Our
goal is to reach 99% on-time delivery across our customer base.
We have a number of projects underway and expect them to have
a major impact on inventory turns.

This year will be a difficult one for us, because one of our
customers was acquired and took their business to another
provider. To offset this situation over the longer term, our goal
is to add a new customer during the year. We seek clients that
meet our criteria: 1) well-established companies, 2) the ability
to begin with projects that create several million in revenues for
us and grow from there, 3) a significant amount of engineering
or schedule support, 4) a desire to work closely with us to align
processes and improve the entire supply chain, and 5) a cultural
fit that would lead to a successful long-term relationship.

We are working hard to return to our traditional level of 10%
sales growth and solid earnings from operations by target-
ing the right niches and the right customers. This allows us
to continue making operational advances to better serve our
customers while giving them the personal attention they deserve.
Their long-term relationships with us mean we can move past
early start-up related costs and into regular production. The
combination provides the cash flow contribution that makes
Electronic Systems a valuable part of Raven. ®
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RAVEN Aerostar

€€ .. i
This is not the Aerostar Strong Business Model . o
Aerostar serves four markets: parachutes, protective clothing, lighter than
of five years ago. We air research balloons and airships, and tethered aerostats. This focus arose
have identified our best from its exPertlse in proc.luct des.lgn engineering, efficient high-speed
. manufacturing, and effective quality control. Last year, Aerostar recom-
opportunities for growth, mitted to accelerating its revenue and profitability.

and they are in the high L .
‘We have a strong foundation in military parachutes and protective

tech aerospace market. clothing. Acrostar has been successful in gaining contracts and follow-
We are using our stable on work in these markets. While parachutes and protective clothing are

a solid and sustainable business, their expansion is limited. We are using
businesses to fund faster them as a platform to invest in areas with greater growth.

growing opportunities . L .
We have exciting opportunities in high-altitude products. In

and expect to become January 2008, three Aerostar stratospheric balloons helped NASA set
a major contributor to a record — flying 13,000 pounds of scientific equipment for over 1,700

hours in Antarctica. Our experience in balloons and airships gives us the
Raven’s revenues and reputation as an industry leader. In addition, competition here is limited.
profitability. »” We believe the potential size of these markets, combined with our good

relationships with industry decision-makers and ability to cost-effectively
Mark L. West, execute programs, represents an opportunity for incredible growth.
President

— Aerostar International, Inc.
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Favorable Markets

Parachutes used by the U.S. military were designed over 40 years
ago, when soldiers and gear were considerably lighter. This has
spurred a replacement cycle. The $14 million MC-6 U.S. Army
parachute contract, which we began shipping in November 2007,
is a two-year program. Follow-on contracts could last through
2010. We also expect to qualify for the five-year T-11 parachute
contract for all U.S. paratroopers. The combination of these two
programs could mean approximately $7 million in annual rev-
enues to Aerostar over the next seven years.

In protective wear, last year we received a $6.5 million one-year
contract for fuel handler coveralls. The first shipments were sent
in December 2007. We are actively pursuing follow-on contracts.
We also won a small but important contract for the Navy 86-P
survival suit for pilots, which allowed us to enter this market.

We believe high-altitude airships offer great growth. As an
emerging market, there are no estimates on its size. However,
Army professionals have told us they are very excited about the
capabilities that airships offer. This was supported by additional
Congressional funding of over $5 million for the HiSentinel pro-
gram, a joint project with Southwest Research Institute and the
U.S. Air Force Research Lab. At its completion, this project will
develop small near-space airships for tactical communications
and surveillance.

Orders for high-altitude research balloons had declined over
the last 25 years, representing $3-4 million in Aerostar annual
revenues. However, NASA breathed new life into the market.
This has led to its recently announced — and funded — program
to explore the Van Allen Belt in 2010, which would involve
30 flights in a two-year period.

Tethered aerostats offer the greatest potential for near-term
growth. They present an effective solution for the military’s need
to quickly deploy an inexpensive unmanned surveillance or com-
munication platform. Only one other company competes in this
market, which is estimated at $125 million annually. Capturing
even a portion of this represents an important gain for Aerostar.

Strength and Drive

Drive to Succeed

Our performance last year was negatively affected by delays in
shipping the MC-6 contract. However, we entered the current
year with nearly 85% of our planned sales in place and are taking
other steps to further improve performance.

We expect approximately $15 million in revenues from
contracts for parachutes and protective gear. There are three
goals for this business. First, we plan to deliver these products
on time and to our customers’ specifications. Second, we will use
our unmatched high-speed manufacturing process and insights
from skilled employees to ensure these contracts are as profitable
as possible.

Our third goal is securing future business. The time from winning
a contract to starting shipments can be long and influenced by
factors beyond our control. We are looking — and qualifying — for
follow-on contracts to existing parachute and protective wear
programs. We also are building relationships with other partners
to help secure additional contracts.

In high-altitude airships, we are working to make our next test
flight a success. The test should help confirm our ability to pro-
duce a cost-effective solar powered stratospheric airship. The
launch is expected to take place in our second quarter. We believe
a successful flight could result in additional Congressional funds
to support the high-altitude airship program, leading it to become
aregular line item in the military budget.

For high-altitude research balloons, we plan to build on the inter-
est shown by NASA. New science is developing that demands
the use of balloons. With traditional flights lasting only two-to-
four days, and our balloons capable of being airborne for more
than 30 days, Aerostar is a leader in this market.

The tethered aerostat market offers much opportunity for growth.
Our successful flight in October of Model TIF 25K illustrated
Aerostar’s turnkey, easy-to-use mobile aerial platform, so the
aerostat launched within hours of reaching the site. We offer five
sizes of aerostats to meet a variety of needs. The lead time to
manufacture an aerostat is approximately six months, so we will
be particularly focused on contacting potential customers in the
first half of this year.

Aerostar is more focused and is actively investing income from
slower growing parachute and protective wear segments into
fast-growing markets for high-altitude airships, research bal-
loons and tethered aerostats. Our goal is to be a more meaningful
contributor to Raven’s long-term growth and profitability. ®
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ELEVEN-YEAR FINANCIAL SUMMARY

For the years ended January 31

Dollars in thousands except per-share data 2008 2007 2006
OPERATIONS FOR THE YEAR
Net sales

ONQOING OPEratioNS . . ..\ vttt ettt et $233,957 $217,529 $204,528

Sold businesses® . .. ... .. — — —

Total . oo 233,957 217,529 204,528

Gross Profit. . ..o e 59,148 54,882 53,231
Operating income

0NgoiNg OPerations . ... ..ottt e e 41,145 38,302 37,284

Sold businesses® . .. ... ... — — —

Total . oo 41,145 38,302 37,284

Income before incometaxes. ... 42,224 38,835 37,494
NEtINCOME . . .\ttt et et e e e e e $ 27,802 $ 25,441 $ 24,262
Netincomeas % ofsales...... ... ..o 11.9% 11.7% 11.9%
Net income as % of beginning equity. ............. ... ... L. 28.3% 30.1% 36.7%
Cashdividends . ....... ... it $ 7,966 $ 6,507 $ 5,056
FINANCIAL POSITION
CUITENT ASSEES . . . v vttt ettt e e ettt e e et e $100,869 $ 73,219 $ 71,345
Current liabilities. . . ... 22,108 16,464 20,050
Working capital. . ... ...t $ 78,761 $ 56,755 $ 51,295
QUrreNt ratio . . .ot 4.56 4.45 3.56
Property, plant and equipment . . .......... . $ 35,743 $ 36,264 $ 25,602
Total @SS . . v v vttt 147,861 119,764 106,157
Long-term debt, less currentportion. . ........ ..ot — — 9
Shareholders' equity . .. ..........oieir e $118,275 $ 98,268 $ 84,389
Long-term debt / total capitalization. . ............ ... .o, 0.0% 0.0% 0.0%
Inventory turnover (CGS / year-end inventory) ................covuueo.... 4.8 5.8 5.4
CASH FLOWS PROVIDED BY (USED IN)
Operating activities. . . . ... v ettt ettt e e e $ 27,151 $ 26,313 $ 21,189
INVEStING ACHIVIEIES . . . . (4,433) (18,664) (11,435)
FiNancing activities . . . . . oo (8,270) (10,277) (6,946)
Increase (decrease) in cash and cash equivalents ........................ 14,489 (2,620) 2,790
COMMON STOCK DATA
Net income per share —basic. ... $ 154 $ 1.4 $ 134
Net income per share —diluted. .. ....... ... 1.53 1.39 1.32
Cash dividends pershare ... 0.44 0.36 0.28
Book value pershare ..........c.c.ueei i 6.52 5.45 4.67
Stock price range during year

High . $ 45.85 $ 42.70 $ 33.15

LW . e 26.20 25.46 16.54

QIO v ettt $ 30.02 $ 28.43 $ 31.60
Shares and stock units outstanding, year end (in thousands) . ............... 18,130 18,044 18,072
Number of shareholders, yearend ............ ..., 8,700 8,992 9,263
OTHER DATA
Price /earnings ratio. . .. ...t 19.6 20.5 239
Average number of employees . .......... .. 930 884 845
Sales peremployee. .. ... $ 252 $ 246 $ 242
BaCKIOg. . e $ 66,628 $ 44,237 $ 43,619

All per-share, shares outstanding and market price data reflect the October 2004 two-for-one stock split, the January 2003 two-for-one stock split and the July 2001 three-for-two stock split.

All other figures are as reported.

Price / earnings ratio is determined as closing stock price divided by net income per share — diluted.

Book value per share is computed by dividing total shareholders’ equity by the number of common shares and stock units outstanding.
(a) In fiscal 2003, 2001, and 2000, the company sold its Beta Raven Industrial Controls, Plastic Tank, and Glasstite businesses, respectively.
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2005 2004 2003 2002 2001 2000 1999 1998

$168,086 $142,727 $119,589 $112,018 $113,360 $107,862 $108,408 $104,489
— — 1,314 6,497 19,498 42,523 46,798 47,679
168,086 142,727 120,903 118,515 132,858 150,385 155,206 152,168
43,200 33,759 27,515 23,851 21,123 24,217 24,441 24,929
27,862 21,981 16,861 13,788 7,4179 7,971 8,220 9,555
— (355) 204 (613) 3,3319 2,606 1,453 1,007
27,862 21,626 17,065 13,175 10,748 10,577 9,673 10,562
27,955 21,716 17,254 13,565 10,924 10,503 9,649 12,5400
$ 17,891 $ 13,836 $ 11,185 $ 82847 $ 641100 $ 6,762 $ 6,182 $ 8,062
10.6% 9.7% 9.3% 7.5% 4.8% 4.5% 4.0% 5.3%
26.9% 23.8% 21.5% 18.4% 11.8% 10.9% 10.0% 14.2%

$ 15,298® $ 3,075 $ 2,563 $ 2,371 $ 2,399 $ 2,895 $ 2,944 $ 2,709
$ 61,592 $ 55,710 $ 49,351 $ 45,308 $ 51,817 $ 55,371 $ 60,279 $ 57,285
20,950 11,895 13,167 13,810 13,935 14,702 15,128 17,816
$ 40,642 $ 43,815 $ 36,184 $ 31,498 $ 37,882 $ 40,669 $ 45,151 $ 39,469
2.94 4.68 3.75 3.28 3.72 3.77 3.98 3.22

$ 19,964 $ 15,950 $ 16,455 $ 14,059 $ 11,647 $ 15,068 $ 19,563 $ 19,817
88,509 79,508 72,816 67,836 65,656 74,047 83,657 82,066
— 57 151 280 2,013 3,024 4,572 1,128

$ 66,082 $ 66,471 $ 58,236 $ 52,032 $ 47,989 $ 54,519 $ 62,293 $ 61,563
0.0% 0.1% 0.3% 0.5% 4.0% 5.3% 6.8% 1.8%

5.4 6.5 44 5.0 59 5.2 4.9 4.8

$ 18,871 $ 19,732 $ 12,735 $ 18,496 $ 9441 $ 10,375 $ 8326 $ 9274
(7,631) (4,352) (9,166) (13,152) 9,752 6,323 (3,127) (4,979)
(19,063) (6,155) (5,830) (8,539) (14,227) (16,326) (2,714) (4,884)
(7,823) 9,225 (2,261) (3,195) 4,966 372 2,485 (589)

$ 099 $ 077 $ 0.6 $ 048 $ 0.31 $ 026 $ 022 $ 028
0.97 0.75 0.60 0.47 0.31 0.26 0.22 0.28
0.85® 0.17 0.14 0.13 0.12 0.1 0.10 0.09
3.67 3.68 3.21 2.82 2.53 2.32 2.21 213

$ 26.94 $ 15.23 $ 920 $ 588 $ 348 $ 3.04 $ 379 $ 429
13.08 7.56 4.38 3.02 1.88 2.25 2.54 3.27

$ 1838 $ 1411 $  7.91 $ 564 $ 3.04 $ 240 $ 267 $ 377
17,999 18,041 18,133 18,424 18,956 23,496 28,164 28,944

6,269 3,560 2,781 2,387 2,460 2,749 3,014 3,221
18.9 18.8 13.2 121 9.8 9.2 12.4 13.7
835 787 784 858 1,082 1,369 1,507 1,573

$ 201 $ 181 $ 154 $ 138 $ 123 $ 110 $ 103 $ 97
$ 43,646 $ 47,120 $ 42,826 $ 33,834 $ 38,239 $ 44,935 $ 47,431 $ 47,154

(b) Includes a special dividend of $.625 per share that was paid in fiscal 2005.

() Includes $2.6 million of business repositioning charges, net of gains on plant sales, primarily in Electronic Systems and Aerostar.
(d) Includes the $3.1 million pretax gain ($1.4 million net of tax) on the sale of the company’s Plastic Tank Division.

(e) Includes the $1.2 million pretax gain ($764,000 net of tax) on the sale of assets of the company’s Glasstite subsicliary.

(f) Includes the $1.8 million pretax gain ($1.2 million net of tax) on the sale of an investment in an affiliate.
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BUSINESS SEGMENTS

For the years ended January 31

Dollars in thousands 2008 2007 2006 2005 2004 2003
ENGINEERED FILMS DIVISION

Sales . . $ 84,783 § 91,082 $ 82,794 § 58657 $ 42,636 $ 35,096
Operating income . ... ... .o 17,655 23,440 19,907 15,739 10,563 10,030
ASSELS . . 43,688 41,988 33,512 25,181 15,941 17,244
Capital expenditures. .................... ..t 4,012 13,266 7,359 3,960 712 4,080
Depreciation & amortization.................... 4,046 2,887 2,436 1,403 1,611 1,475
FLOW CONTROLS DIVISION

SaleS . $ 64,291 § 45515 $ 47,506 $ 40,726 $ 35,059 $ 28,49
Operating inCcome . .. .....covvveeiiiiieeann 19,102 10,111 13,586 10,516® 8,254 6,897
ASSEES . . 36,922 27,629 30,047 23,701 19,304 21,483
Capital expenditures. ..................oouun. 1,008 577 938 1,372 341 729
Depreciation & amortization.................... 1,125 1,142 1,085 876 1,004 948
ELECTRONIC SYSTEMS DIVISION

Sales . . $ 67,609 $ 66,278 $ 56,219 $ 47,049 $ 44307 $ 38,589
Operatingincome. ............ooiiiiinnnnn. 10,349 10,850 8,916 4,492 5,797 4,022
ASSELS . 25,865 25,175 20,191 17,382 14,975 14,528
Capital expenditures. ..., 1,077 1,357 1,612 1,201 841 395
Depreciation & amortization.................... 1,237 1,086 871 880 850 978
AEROSTAR

Sales . . $ 17,274 $ 14,654 $ 18,009 $ 21,654 $ 20,725 $ 17,408
Operating income . . ......covveeiiiiieeann, 1,506 707 2,133 3,609 3,092 1,012
ASSELS . . 9,857 8,161 6,837 7,492 7,756 7,032
Capital expenditures. ...t 156 812 179 542 1,130 570
Depreciation & amortization. ................... 499 375 359 389 436 374
REPORTABLE SEGMENTS TOTAL

SaleS . $233,957 $217,529 $204,528 $